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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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To  you,  if s  another  small  office  building. 
To  us,  if  s  creating  a  more 
efficient  working  environment 


The  300  people  who  work  in  the  Commerce 
Clearing  House  enjoy  one  of  the  most  comfortable,  yet 
efficient  working  environments  ever  designed.  It's  controlled 
by  a  Johnson  Controls  facilities  management  system  that 
provides  the  perfect  balance  of  heating,  cooling,  lighting, 
security  and  fire  protection.  The  result  is  considerable 
savings  to  building  owners  and  tenants  alike. 

Designing  and  installing  automated  systems 
for  buildings  is  our  business.  Maintaining  and  servicing 
building  systems  through  our  Alliance  programs  is 
our  business  too.  Over  100,000  building  owners  have 
chosen  Johnson  Controls  for  facilities  management. 


These  projects  range  in  size  from  giants  like  Los  Angele 
International  Airport  to  smaller  buildings  like  Commerc 
Clearing  House. 

For  information  on  a  working  environment  tha 
can  work  to  save  you  money  take  advantage 

of  our  new  Executive  Contact  Program.  Ci 
us  a  call  at  1-800-972-8040.  In  Wisconsi 
call  1-800-472-6533.  A  Johnson  Contra 
executive  will  get  back  to  you  within 

48hours  JgHNSON 
CONTROLS 

Creating  a  better  climate 
for  business. 


©Johnson  Controls.  Inc.  1986  8601 


The  Pathfinder 
labeler  from  Monarch 
Marking— A  Pitney 
Bowes  Company  ^ 
For  details  ca 
-800-MR  BOWES, 

ext.  365.  A 


invent 
a  machine 
that  marks 
prices  and  takes  inventory 
at  the  same  time? 

I  don't  know.  Keep  talking. 

A  Monarch  marker  with 
a  little  computer  in  it. 
At  the  end  of  t  he  day  they 
feed  the  info  into  their 
big  computer. 

I've  spoken  to  a  lot  of  business 
people  who'd  love  something 
like  that. 

It'll  save  them  hours  and 
money  and  errors. 

You  design  it,  we'll  build  it. 

I  made  some  drawings. 
Look.  The  minicomputer 
feeds  off  the  price  marker, 
then  plugs  into  the 
master  computer. 

We  can  do  it.  Wait  till  our  manage- 
ment hears  this.  They'll  flip  over  it. 

We'll  even  let  them 
name  it. 


A  climate  that  grows  ideas 

HP  Pitney  Bowes 


THE  NEW 325is. WHEN  IT  COMES  TO  j  J 
BUILDING  PERFORMANCE  CARS,  OBSESSIO 

IS  NINE-TENTHS  OF  THE  LAW.  For  over  decades 
BMW  has  given  its  engineers  what  is  essentially  a  mandate  to  exercise  extn 
self-indulgence:  to  build  the  kind  of  cars  they  have  always  wanted  to  drive 

Resulting  in  a  succession  of  performance  sedans  that  have  delight 
generations  of  driving  enthusiasts-while  elevating  the  criteria  by  which  a  i 
other  sports  sedans  are  judged. 

And  so,  for  1987  the  standards  have  been  raised  again-this  time  I  p 
the  newBMW325is.  hi 

Under  its  hood  there's  what  Auto  Motor  und  Sport  called  a  "silky  smc 
Rb;  liter;  6-cylinder  engine  that  generates  168  horsepower  i 

Power  that's  communicated  to  the  road  by  new,  sportier  suspensil  i 
tuning;  by  variable  gas  pressure  shocks  that  automatically  adjust  to 


i  and  logo  arOTegisterett 


nging  road  conditions;  and  by  an  integrated  front  air  dam  and  rear-deck 
iler  that  improve  stability. 

And  because  a  car  that  moves  as  well  as  the  325is  should  be  no 
;  proficient  at  stopping,  it's  also  equipped  with  an  ABS  braking  system  that 
ds  prevent  wheel  lockup  and  resulting  skids,  even  in  panic  stops. 

Even  the  interior  of  the  BMW  325is  exudes  an  aura  of  high  perfor- 
ice,with  biomechanically- engineered  leather  sports  seats  and  sports 
^ring  wheel,  among  other  amenities. 

All  of  which  serves  as  an  object  lesson  to  the  many  newcomers  to 
performance  arena.  Because  while  market  conditions  may  indeed  be 
!  for  such  cars,  there  is  a  simple  fact  most  car  makers  fail  to  grasp: 

A  true  performance  automobile  can  only  result  from  a  tradition  that 
:ou rages  its  engineers  to  follow  their  visions,  as  opposed  to  the 
ms  of  the  marketplace.  ft?f) 

A  tradition  stirringly  embodied  in  the  new  BMW325is. 

THE  ULTIMATE  DRIVING  MACHINE. 
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Leslie  Wexner 


Is  The  Limited  really  unlimited? 

Forbes  suspects  that  if  you  could  add  it  all  up,  investors  woulj 
discover  they  have  lost  more  money  buying  legitimate  buj 
overtouted  stocks  than  through  outright  fraud.  Take  the  classii 
case  of  Avon  Products,  a  big  glamour  stock  in  the  1970s.  Whe: 
investors  woke  up  to  the  fact  that  Avon's  extraordinary  growt] 
lay  in  the  past  rather  than  in  the  fu-  Michaeii  AbnqH 

ture,  its  stock  dropped  $7  billion  in 
market  value  and  burned  some  sup- 
posedly smart  money  managers. 
Forbes  figures  there  are  a  couple  of 
potential  Avons  around  right  now. 
This  issue  our  Midwestern  Bureau 
chief,  Steve  Weiner,  takes  a  hard  look 
at  Leslie  Wexner's  much  admired  The 
Limited.  Lots  of  folks  say  Wexner  is  a 
genius,  and  the  stock  market  seems  to  buy  that  assessment:  1 
values  this  retailer  of  women's  clothing  at  nearly  $9  billion,  1 
times  book  value — meaning  Wexner's  magic  touch  is  worth  $< 
billion  all  by  itself.  That's  big  money  for  a  magic  touch.  Experi 
ence  says:  When  they  say  someone  is  a  genius,  hold  tight  to  yovj 
wallet.  "The  Unlimited?"  begins  on  page  76. 

Can  a  country  be  too  rich? 

The  U.S.  lectures  developing  countries  on  the  need  for  econom 
ic  discipline.  Taiwan  ran  as  disciplined  an  economy  as  anyoni 
could  want  and  went  from  being  one  of  the  world's  poores 
countries  to  one  of  the  most  productive,  with  a  high  standard  a 
living  and  little  unemployment.  So  are  we  congratulating  th| 
Taiwanese?  No,  we  are  raising  Cain  with  them  because  theii 
highly  efficient  economy  is  flooding  the  U.S.  with  goods  whili 
they  are  buying  little  from  us.  Reporting  on  this  curiouj 
situation  is  Andrew  Tanzer,  our  Pacific  Bureau  managei 
Tanzer,  29,  is  stationed  in  Tokyo  but  lived  in  Taipei  whill 
learning  Chinese  and  reporting  for  the  Far  Eastern  Economi\ 
Reiieiv  before  joining  Forbes  in  1984.  Tanzer's  report,  "Liquid 
ity  trap,"  starts  on  page  37. 

While  Tanzer  was  in  Taipei,  reporter  Peter  Fuhrman  was  rj 
New  York  and  San  Francisco  piercing  the  veil  surrounding  . 
curious  little  San  Francisco  bank  with  an  interesting  Taiwai 
connection.  "The  bank  of  what?"  starts  on  page  38. 

Quick — what  does  "macroeconomics"  mean? 

Keeping  up  with  the  economic  news,  trying  to  make  sense  of  it 
growing  complexity,  strains  the  vocabulary  even  of  someoni 
like  myself  who  has  spent  nearly  four  decades  in  the  field 
That's  why  I'm  keeping  a  copy  of  Susan  Lee's  ABZs  of  Economic 
handy  when  I  work  or  read.  Written  in  the  same  bright  style  thai 
characterizes  Lee's  Forbes  columns  and  articles,  this  new  bool 
is  a  dictionary  of  economic  terms.  The  writing  is  tight  and  thi 
English  clear  and  clean,  but  the  intellectual  content  is  solid 
Macroeconomics?  Lee:  "The  part  of  economics  that  looks  at  thi 
forest  rather  than  the  trees  (as  opposed  to  microeconomics 
which  looks  at  individual  trees)."  A  useful  reference  work,  ABZ 
is  also  a  pleasant  browse  for  those  who  want  to  increase  thei 
economic  literacy.  Poseidon  Press,  $16.95. 
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Because  without 
the  right  tools  you  can't 
get  ahead. 


The  Canon  AP  500  Electronic  Typewriter  will  bring  your  office  up  to  speed. 

For  starters  the  AP  500  comes  with  a  long  list  of  time  saving  features  like  automatic 
d  print,  centering  and  line  framing  for  charts-everything  you'd  expect  from  an  electronic. 

Then  the  AP  500  zooms  into  high-gear  with  a  full  page  correction  memory,  plus  a 
K  memory  that  stores  up  to  16  pages.  And  our  global  search  and  replace 
d  block  move/copy/delete  functions  make  editing  a  breeze. 

Now,  add  on  the  options-a  half-page  CRT  screen  for  flawless  typing, 
d  a  90,000  word  dictionary  that  catches  spelling  errors  and  suggests 
rrections-and  you've  got  one  powerful  machine. 

For  even  more  power  there's  the  AP  550,  with  a  memory  that  goes  up 
64K.  Fqr  simpler  typing  needs,  there's  the  AP  400.  And  with  over  750 
non  dealer  locations  coast  to  coast,  service  is  never  a  problem. 

So  remember:  Four  wheel  drive  won't  help  if  you're  riding  a  tricycle, 
t  Canon  typewriters.  With  Canon  you're  sure  to  take  the  lead. 
For  more  information  on  Canon's  full  line  of  electronic  typewriters 

im,m  Canon. 


Enjoy  easy  extended  payments  with  Canon  Credit  Card 
Ask  lor  details  at  participating  Canon  dealers  and  retailers  Available  only  in  U  S. 
Canon  USA,  Inc.  One  Canon  Piaza.  Lake  Success.  NY  11042  ©  1987  Canon  USA,  Inc 
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Follow-Through 


Edited  by  John  A.  Conway 


The  never 

say-die 

promoter 

Feb.  9,  1987 


Forbes  has  already  nominated 
Denver's  William  Kilpatrick  as 
the  nerviest  dealster  around.  A  thou- 
sand investors  had  pumped  $120  mil- 
lion into  his  tax  shelters  and  signed 
$140  million  in  notes  from  various 
Cayman  Island  firms,  expecting  big 
writeoffs — and  profits.  Instead,  they 
got  big  tax  bills.  Kilpatrick  blames 
this  (and  charges  leveled  against  him- 
self) on  an  overzealous  IRS.  (The 
charges  were  dismissed,  although  the 
Justice  Department  is  trying  to  rein- 
state them.) 

Without  consulting  anyone,  Kilpat- 
rick had  folded  24  limited  partner- 
ships into  Green  Mountain  Herbs,  a 
Colorado  spice  distributor  languish- 
ing at  2  cents  a  share.  He  swapped 
4.4%  of  its  stock  for  his  investors' 
notes  and  took  32%  of  Green  Moun- 
tain for  himself.  He  then  promised  his 
investors  29%  of  Green  Mountain — if 
they  paid  up  $30  million  in  notes  due. 

Kilpatrick  had  already  hired  Den- 
ver's Saint  Joseph  Credit  Corp.,  which 
sued  to  collect  from  hundreds  of  lim- 
ited partners  who  refused  to  pay. 
(Saint  Joseph  is  apparently  owned  by 
attorney  Declan  O'Donnell,  who 
helped  structure  Kilpatrick's  original 
deals  and  was  supposed  to  defend  his 
investors  against  the  IRS.) 

That  tore  it.  Forty-two  Las  Vegas 
investors  struck  back  last  month. 
They  sued  Kilpatrick,  O'Donnell, 
Saint  Joseph,  three  general  partners, 
Green  Mountain  and  three  Cayman 
Island  firms  for  $17  million,  charging 
racketeering,  fraud,  breach  of  contract 
and  legal  malpractice,  among  other 
things.  More  investors  plan  to  join  in. 

Kilpatrick  (who  has  a  new  book  out, 
aptly  titled  The  Big  Tax  Lie)  sounds 
unfazed.  "The  U.S.  government  tried 
to  make  that  case  for  six  years,  and 
there  is  no  basis  to  it,"  he  says.  "I'm 
not  worried  about  a  few  people  in  Las 
Vegas" — deadbeats,  he  c  them — 
"who  think  that  they  can  do  what  the 
government  couldn't  with  a  $1  tril- 
lion budget  backing  them  up." 


"Nonsense,"  snorts  Las  Vegas  at- 
torney Howard  Gewerter,  who  repre- 
sents the  aggrieved  investors.  "The 
money  they  took  is  totally  unac- 
counted for,"  he  says.  Meanwhile, 
outraged  investors  in  Texas  and  Colo- 
rado are  moving  in,  and  Houston  at- 
torney B.  Edward  Williamson  says  his 
150  clients  "want  blood." 


Fast-track 
stumble 

Dec.  16,  1985 


to  make  money  than  we  anticipated. 

Worse,  Webb's  casino/hotel  opera 
tions  lost  more  than  $4  million  las 
year.  Swanson  hopes  that  major  phy 
ical  improvements,  new  marketini 
plans  and  new  management  will  helj 
"Otherwise,  we've  got  problems." 


Robert  Swanson's  job  when  he 
joined  Del  E.  Webb  Corp.  in  1981 
as  president  was  clear-cut:  to  rescue 
the  Phoenix-based  real  estate  and 
gaming  company  from  disaster.  By 
the  end  of  1985  Swanson  had  done  it. 
Earnings  per  share  from  continuing 
operations  were  $2.41,  up  from  9 
cents  in  1982;  the  stock  had  climbed 
to  21,  from  a  low  of  6.  But,  Forbes 
wondered,  could  he  keep  it  up? 

The  answer  was  no.  Problems  sur- 
faced in  the  last  quarter  of  1986,  and 
year-end  operating  results  were  $2.37 
a  share,  compared  with  $2.41  in  1985. 
Within  a  period  of  eight  months  four 
senior  managers  were  gone.  "Let's 
just  say  we  asked  for  their  resigna- 
tions," Swanson  says.  "They  weren't 
running  things  the  way  the  board  and 
I  expected." 

Part  of  the  trouble  came  from 
Webb's  commercial  properties  subsid- 
iary, which  Swanson  started  in  1984 
as  a  hedge  against  other  real  estate 
ventures.  After  making  $5.2  million 
in  1985,  it  barely  broke  even  last  year. 
The  company  has  nine  commercial 
projects  in  Colorado  and  Arizona, 
now  two  of  the  worst  areas  for  com- 
mercial development. 

Swanson  is  worried.  Webb  has 
made  handsome  profits  from  bulk 
land  sales  at  Sun  City  West  in  Arizo- 
na, but  that  land  is  now  largely  gone. 
"We  are  concerned  about  the  short- 
term  outlook  for  the  commercial 
properties  because  we  intend  to  re- 
place much  of  the  bulk  land  sales 
with  those  earnings,"  Swanson  says. 
"Because  of  the  economic  slowdown 
and  some  mistakes,  it  will  take  longer 


Drip, 
drip, 
drip 

July  29,  1985 


Two  years  ago  more  than  1,00 
companies  were  using  dividend  r« 
investment  plans  (DRIPs),  paying  di\ 
idends  in  new  shares — and  a  third  c 
them,  mostly  utilities,  were  waterin 
their  stock,  Forbes  reported.  Issuin 
new  shares,  often  at  a  5%  discount 
market,  automatically  diluted  tb 
value  of  shares  already  outstandinj 
Detroit  Edison,  for  instance,  ha 
pumped  20  million  new  shares  int 
the  market  over  five  years  this  way. 

The  practice  was  fueled  in  part  b 
the  tax  code,  which  deferred  taxes 
the  first  $1,500  of  the  dividends.  D< 
ferment  ended  last  year,  and  thinj 
began  to  change.  Utilities  like  Carol 
na  Power  &.  Light  eliminated  the  di; 
count  and  began  buying  for  reinves 
ment  plans  in  the  open  market.  Wit 
outstanding  shares  remaining  coi 
stant,  dilution  has  all  but  evaporatec 
Yet,  as  fast  as  utilities  dropped  th| 
dilutive  practice  of  issuing  new  share 
for  DRIPs,  banks  and  other  financi; 
services  began  taking  it  up.  The  n« 
result:  Since  1985  the  number  of  di 
count  plans  has  remained  steady. 

Those  5%  discounts  have  anotht 
side  effect.  With  the  discount,  an  ii 
stitutional  trader  who  buys  into 
company  just  in  time  to  collect  a  div 
dend  can  accumulate  an  extra  bund 
of  shares — and,  quick  profits.  "It 
free  money,"  exults  one  understate 
ably  anonymous  trader. 

This  gimmick,  too,  may  be  on  ii 
way  out.  Detroit  Edison,  for  exampl 
has  eliminated  its  5%  reinvestmer 
discount  as  well  as  a  feature  that  a 
lowed  any  investors — including  noi 
shareholders — to  buy  directly  froi 
the  company  at  5%  off. 

When  Public  Service  Co.  of  Color, 
do  dropped  its  discount  in  1984,  tr 
participating  shares  fell  from  18 
million  to  10.4  million.  A  spokesma 
explains  the  logic  for  the  move:  "Wr 
give  away  the  store?" 
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'Overall  the  best  frequent 
Iyer  program  of  any  major 

airline? 

We  couldn't  have 
said  it  better  ourselves. 

I) 

1 1  Actually,  we've  been  saying  this  for  years,  but 
;:|  omehow  it's  a  lot  more  credible  coming  from  a 
,.  hird  party. 

So  it's  not  hard  to  speculate  why  "What 

o  Buy  for  Business,"  the  only  independent 

eport  for  business  consumers,  came  to  their 

onclusion  in  the  August  1986  issue. 
For  one  thing,  TWA  offers  unlimited  free 

ipgrades  once  you've  accumulated  minimal 

niieage  levels.  5,000*  for  unlimited  Business 

plass  domestic  upgrades,  30,000*  for  unlimited 

'irst  Class  domestic  upgrades  and  International 

business  Class  upgrades.  And  unlike  many  other 
;  jiirlines,  you  can  take  advantage  of  these 

upgrades  without  cashing  in  your  bonus  miles, 
i'    If  you're  not  yet  a  member  in  TWA's  Frequent 

Iyer  program,  call  1-800-325-4815  to  enroll. 

j  The  Ultimate  Award. 

After  only  10,000  miles,  you're  eligible  for 
ree  travel.  After  40,000,  Hawaii. 
"    Or  save  up  for  our  ultimate  award:  two  free 
"  :irst  Class  tickets  around  the  world.  An  award 
1 10  other  airline  offers. 

Our  Platinum  Program. 
Our  Platinum  Program  will  have  you  earning 
iwards  almost  twice  as  fast. 


When  you  fly  overseas  on  TWA,  you'll  get 
your  anticipated  Frequent  Flyer  Bonus  miles. 
Then,  in  addition,  you'll  receive  "Platinum 
Points"  which  allow  you  to  claim  additional 
awards  without  ever  having  to  cash  in  on  your 
bonus  mileage. 

TWA's  Personal  Service  Commitment. 

TWA  is  determined  to  bring  you  the  best 
personal  service  in  the  airline  industry  So  we've 
assigned  an  In-Flight  Service  Manager  to  every 
flight  to  make  sure  your  trip  is  as  hassle-free  as 
possible. 

In  addition,  our  Chairman  of  the  Board  has 
put  together  a  Quality  Control  Team.  A  group  of 
30  very  picky  people  who  fly  TWA,  assessing  the 
service  they  receive,  on  a  checklist  of  over  100 
service  items.  They  report  directly  back  to  him 
with  their  comments,  good  and  bad.  And  if 
anything  needs  improvement,  it  gets  improved. 

Fast. 

Because  at  TWA,  great  service  is  a  top  priority. 

*Actual  TWA  miles  within  a  twelve  month  qualifying  period. 


TODAY'S  TWA. 
FIND  OUT  HOW  GOOD  WE  REALLY  ARE. 


TOSHIBA. 
BEAUTIFULLY 
INTELLIGENT. 

"When  some  people  look  at  me  they  don't  get  past  my  looks.  But  I've 
[earned  that  what  you  see  on  the  surface,  isn't  as  important  as  what's  beneath  it. 

I'm  a  college  student,  a  business  woman  and  smart  enough  to  know  good 
>oks  can  only  get  you  so  far. 

That's  why  I  own  a  Toshiba  laptop  computer.  It  has  the  beauty,  but  it  also  has 
he  brains.  Because  behind  that  sleek,  perfectly  proportioned  chassis  is  a  ton 
f  technology. 

The  Toshiba  is  the  most  powerful  laptop  you  can  buy.  With  a  standard  640KB 
nemory  that's  expandable  to  2.6  MB.  And  a  spectacular,  high-resolution 
[as-plasma  display  that  lets  you  work  for  hours  without  getting  squint  lines.  It  is 
n  incredible  example  of  Toshiba's  technologies  in  miniaturization. 

No  wonder  Toshiba  electronics  get  rave  reviews  by  everyone  who  sees  them. 

I  guess  it's  the  kind  of  technical  innovation  that's  made  Toshiba  one  of  the 
irgest  electric  and  electronics  manufacturers  in  the  world.  And  has  given 
"oshiba  a  reputation  for  performing  beautifully. 

I'm  interested  in  my  future.  And  that's  why  I  wouldn't  have  anything  but 
II  Toshiba  sitting  next  to  me." 


In  Touch  with  Tomorrow 

TOSHIBA 

For  further  information  write.  Toshiba  America,  Inc.,  9740  Irvine  Boulevard.  Irvine.  CA  92718.  or  call  1-800-457-7777. 
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Edited  by  John  A.  Conway 


Trade 


Tracking  the  dollar's  fall 

The  focus  on  the  dollar's  fall 
against  the  currencies  of  Western 
Europe  and  Japan  has  obscured  the 
fact  that,  though  the  changes  have 
come  later,  the  currencies  of  some 
other  powerful  exporting  countries, 
notably  Taiwan  and  South  Korea,  are 
beginning  to  get  stronger  even  though 
they  are  dollar-linked.  While  they 
have  been  able  to  keep  pouring  low- 
cost  exports  into  the  U.S.,  the  cost 
advantage  created  by  the  once-al- 
mighty dollar  has  been  eroding.  Jef- 
frey Rosensweig,  an  economist  at  the 
Atlanta  Federal  Reserve,  keeps  a  spe- 
cial currency  index  that  demonstrates 
this.  The  dollar  has  dropped  nearly 
15%  against  Taiwan's  currency  in  the 
past  18  months.  A  similar  trend  has 
been  taking  place  in  three  other  Asian 
countries  Rosensweig  tracks  separate- 
ly from  Japan.  The  currencies  of  these 
three — South  Korea,  Singapore  and 
Australia — have  also  been  appreciat- 
ing against  the  dollar.  (In  Japan  the 
dollar  has  fallen  furthest,  40%  against 
the  yen.)  Even  Canada,  the  biggest 
U.S.  trading  partner,  with  20%  of  our 
total  trade,  is  feeling  the  change.  Be- 
cause so  much  of  Canada's  trade  is  in 
commodities,  where  prices  have  been 
depressed,  the  shift  has  been  less  dra- 
matic but  still  real.  The  American 
dollar,  for  example,  fell  3%  against 
Canada's  between  December  1986 
and  January  of  this  year. 


Government 


Happy  days  in  Hong  Kong 

Washington  budgetmakers  will 
weep  if  they  look  at  Hong  Kong's 
books.  Last  year  the  Crown  Colony 
recorded  a  surplus  of  $3  billion  Hong 
Kong  dollars  ($385  million  U.S.).  Eco- 
nomic growth  of  9%,  powered  by  a 
15%  rise  in  exports  (double  the  pro- 
jected rate),  produced  an  unexpected 
tax  bonanza  and  the  surplus.  The  gov- 
ernment responded  by  cutting  person- 
al and  corporate  tax  rates  by  0.5%,  to 
16.5%  and  18%,  respectively.  The 
colony  also  introduced  higher  tax  al- 
lowances that  should  save  the  average 
worker  about  $1,000- Hong  Kong  dol- 
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Hong  Kong 

The  numbers  are  as  pleasant  as  the  scenery. 


lars  ($128  U.S.)  a  year.  Despite  the  tax 
cuts,  public  spending  is  expected  to 
increase  4.9%  in  1987.  To  add  spice  to 
the  mai  tai,  Hong  Kong  predicts  eco- 
nomic growth  will  continue  at  a 
heady  6%  clip  this  year,  which  should 
mean  an  average  annual  budget  sur- 
plus of  $1.5  billion  Hong  Kong  dollars 
(or  $192  million  U.S.)  through  1990. 


Management 


The  college  inns 

With  U.S.  business  schools  selling 
$100  million  worth  of  executive 
training  programs  a  year  and  the  mar- 
ket growing  at  least  10%  annually, 
the  on-campus  executive  conference 
center  is  coming  into  its  own.  North- 
western's  Kellogg  School  pioneered 
the  idea  in  1979  with  a  64-room  hotel- 
style  affair  with  classrooms  for  200. 
Last  year,  when  Kellogg  ran  52  execu- 
tive programs — many  for  General  Mo- 
tors— it  decided  to  add,  for  $5  million, 
36  more  bedrooms,  plus  classrooms 
for  another  200.  Wharton  will  open  a 
$20  million  center  this  fall.  Duke 
plans  an  $1 1 .5  million,  1 10-room  con- 
ference center,  and  Babson  College  in 
Wellesley,  Mass.,  a  $12.5  million, 
130-bed  one.  Both  will  open  in  1988. 
Business  schools  are  not  alone.  New 
Jersey's  Fairleigh  Dickinson  and  Cor- 
nell in  upstate  New  York  are  also 


building  campus  conference  centers- 
The  reason?  More  managements  ari 
shying  away  from  resorts  as  the  locali 
for  training  seminars.  The  campuj 
centers  offer  academic  atmosphen 
along  with  computerized  training 
rooms,  study  halls  and,  now,  guesj 
rooms.  The  colleges  also  expect  tfl 
make  money.  Kellogg's  center,  for  exl 
ample,  already  helps  fund  faculty  sal 
aries,  and  the  new  addition  is  expectl 
ed  to  help  more.  Babson,  which  works 
with  such  companies  as  AT&T,  El 
Lilly,  Polaroid  and  Kodak,  figures  tq 
net  at  least  $500  thousand  a  year. 


Defense 


Why  taxpayers  grow  gray 

The  Pentagon  has  a  problem  with 
the  $3  billion  to  $5  billion  a  year  itj 
pays  into  pension  funds  for  defense 
contractors'  employees  under  fixed- 
cost  contracts.  The  roaring  bull  mar 
ket,  by  raising  portfolio  values,  has) 
created  full  funding  for  the  pension 
funds  of  many  contractors,  including 
United  Technologies,  Hughes  Air 
craft,  Lockheed  and  Rockwell  Inter- 
national. Because  the  IRS  taxes  excess 
contributions  to  a  fully  funded  plan, 
many  companies,  logically,  have 
stopped  paying  into  them.  The  De- 
fense Department,  equally  logically, 
wants  its  pension  payments  back  and 
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chs  asking  the  contractors  to  reduce 
U  their  fixed-price  contracts  according- 
»iy.  The  savings  could  be  up  to  $50 
|!rullion  for  each  major  contractor  af- 
fected. Defense  also  wants  to  get  its 
Jihare  of  contributions  from  any  con- 
{iractors  that  milk  their  overfunded 
lllans.  "The  idea  is  not  to  give  con- 
.Ilractors  something  they're  not  enti- 
Hled  to,"  says  Charles  Brown,  a  De- 
tlense  Department  auditor  working  on 
^ffihe  plan.  "If  they  never  have  to  put 
mhe  money  in,  we're  getting  ripped  off. 
[■That  puts  a  pot  of  gold  at  the  end  of 
sBheir  rainbow,  and  we  don't  want  to 
Heave  too  many  of  those  around." 

b  When  life  begins  at  60 

When  do  men  want  to  retire?  It 
depends  on  the  country,  accord- 
ng  to  a  new  study  by  Alex  Inkeles,  a 
ienior  fellow  at  Stanford's  Hoover  In- 
ititution,  and  Chikako  Usui,  a  gradu- 
ite  student  at  the  university.  In  both 
he  U.K.  and  France,  for  example, 
55%  thought  60  the  best  age  for  retire- 
nent;  in  Japan,  the  figure  was  14% 
ind  in  the  U.S.,  16%.  (Figures  com- 
oiled  by  the  Japanese  Prime  Minis- 
er's  office  in  1981,  the  researchers 
>aid,  showed  57%  of  Japanese  men 
working  after  age  60,  against  33%  in 
the  U.S.,  13%  in  the  U.K.  and  8%  in 
France.)  As  for  the  wherewithal  for 
retirement,  the  bulk  of  the  Japanese 
(60%)  and  Americans  (64%)  said  it 
(should  come  from  the  retiree's  own 
'savings.  Only  42%  of  the  British  and 
29%  of  the  French  thought  so.  Half  of 
:  the  British  and  67%  of  the  French 
thought  a  retired  man's  income 
should  come  from  social  security. 
Mot  that  the  government  checks 
spelled  a  life  of  ease:  70%  of  the 
Frenchmen  said  day-to-day  living  in 
retirement  was  economically  "diffi- 
cult," compared  with  14%  in  Japan, 
18%  in  the  U.K.  and  28%  in  the  U.S. 


Education 


Galbraith,  underwriter  for  John  Tem- 
pleton's  mutual  funds,  and  Gilbert 
Smith,  a  former  nuclear  chemist, 
have  joined  the  school's  new  Acade- 
my of  Senior  Professionals.  As  "dis- 
cussant colleagues,"  they  must  read 
the  course  work  and  contribute  to  dis- 
cussions. One  class  reading  Elie  Wie- 
sel's  Night,  for  example,  heard  Acade- 
my member  Joseph  Pezdirtz,  a  retired 
infantry  officer,  tell  how  his  battalion 
helped  liberate  Dachau  in  1945.  Acad- 
emy members  can  also  serve  as  guest 
lecturers,  adjunct  faculty  members 
teaching  their  own  courses  or  can  au- 
dit other  courses.  The  payoff?  Despite 
the  shrinking  college-age  population, 
applications  to  Eckerd  are  40%  higher 
this  year  than  last. 


Economics 


The  Social  Security  index 

Washington's  statistical  dockers 
think  they  have  figured  out  a 
way  to  use  Social  Security  records  as 
an  index  of  the  mobility  of  American 
workers.  Job-switching  taxpayers  who 
have  had  two  or  more  employers  in 
any  one  year  can  apply  to  the  IRS  for  a 
refund  of  their  excess  Social  Security 
payments.  In  fiscal  1981  these  refunds 
added  up  to  $515  million.  In  fiscal 
1982,  a  recession  year,  those  with  jobs 
presumably  hung  on  to  them,  and  the 
refunds  dropped  to  $338  million.  As 
the  economy  picked  up  and  workers 
once  more  began  looking  for  greener 
pastures,  the  refunds  went  back  up 
again,  totaling  $650  million  in  1985 
and  $737  million  in  1986. 


Credit 


Cash  and  carry 

Although  105  million  Americans 
now  hold  731  million  credit 
cards — 160  million  of  them  from  ma- 
jor companies  like  American  Express 


and  Visa — more  credit  card  firms  still 
want  in.  Amoco's  Multicard  and 
Sears'  Discover  Card,  among  others, 
are  flogging  odd-ball  incentives  such 
as  discounts  on  movie  tickets  and 
50%  off  on  psychiatric  care.  But  the 
market  may  have  reached  the  satura- 
tion point.  A  survey  of  more  than 
1,000  adults  nationwide  by  the  Strate- 
gic information  Research  Corp.  and 
Simmons  Market  Research  Bureau 
found  that  Americans  still  prefer  to 
pay  with  cash  and  personal  checks. 
Ninety-four  percent  of  the  respon- 
dents had  paid  cash  for  a  purchase 
over  $10  in  the  30  days  prior  to  the 
study,  and  the  average  buyer  reported 
paying  cash  for  personal  goods  and 
services  15  times  a  month.  Similarly, 
71%  had  used  personal  checks  within 
the  30  days  prior  to  the  study,  with 
the  average  buyer  writing  10  checks  a 
month.  By  comparison,  only  39%  of 
respondents  had  used  a  credit  card  in 
the  prior  month,  and  the  average  use 
was  only  twice  a  month. 


Labor 


Battle  of  the  sexes 

Women  still  trail  men  in  that  all- 
important  statistic,  the  pay- 
check, but  there  are  signs  that  the 
times,  they  are  a'changing.  Although 
55%  of  women  over  16  are  in  the 
work  force,  only  13%  of  those  work- 
ing full  time  earn  more  than  $25,000  a 
year,  compared  with  46%  of  men,  the 
Census  Bureau  says.  Still,  according 
to  Census  demographers  Cynthia 
Taeuber  and  Victor  Valdisera,  who 
have  been  tracking  women's  econom- 
ic status  for  years,  "it  may  be  only  a 
matter  of  time  before  a  significant 
number  of  women  have  enough  expe- 
rience to  qualify  for  higher-level 
jobs."  A  Labor  Department  study 
bears  them  out.  Women  45  or  older,  it 
found,  take  home  61%  of  what  men 
earn,  but  those  under  20  make  92%. 
Another  study,  by  the  American  Insti- 
tute of  Architects,  says  that  women 
architects  with  five  or  more  years  of 
education  earn  60%  of  what  male  ar- 
chitects with  the  same  education 
earn — but  among  25-to-34-year-olds, 
women  are  making  82%  of  men's  sal- 
ary. The  women  also  have  an  edge  in 
age;  the  mean  age  of  the  8%  of  archi- 
tects who  are  female  is  35;  for  men, 
it's  42.  Footnote:  Taeuber  and  Valdis- 
era discount  all  the  talk  about  men's 
taking  over  housework.  "The  respon- 
sibilities of  work  and  home  life  have 
changed  little  in  the  last  decade  for 
most  married  men,"  they  say. 


c  School  for  seniors 

Where  do  retirees  go?  For  many, 
back  to  school.  Since  1980  the 
c  number  enrolled  in  colleges  has  near- 
[jly  doubled,  to  42,000.  Eckerd  College, 
i  an  undergraduate  school  in  St.  Peters- 
[  burg,  Fla.,  has  taken  the  idea  a  step 
I  further.  For  a  one-time  fee  of  $1,000, 
!  plus  $50  a  month  during  the  school 
i  year,  115  high-powered  retirees,  in- 
|| eluding  Malcolm  Toon,  former  U.S. 
1  Ambassador  to  Russia,  John  William 
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Readers  Say 


Faithful  principle 

Sir:  The  primary  purpose  of  sanctions 
against  South  Africa  (Mar  9)  was  to 
cease  doing  business  with  one  of  the 
worst  tyrannies  in  the  world,  and  only 
secondarily  to  have  much  impact  on 
Afrikaner  thinking.  The  best  reason 
for  not  patronizing  the  local  cathouse 
may  be  to  remain  faithful  to  one's 
marriage,  not  to  have  impact  on  the 
economy  of  the  enterprise. 
—WardMcCabe 
San  Jose,  Calif. 


Texas-size  ability 

Sir:  Thank  you  for  the  editorial  "One 
of  the  best  results  of  the  Democratic 
Senate  takeover  is  that  Texas  Senator 
Lloyd  Bentsen  is  now  chairman  of  the 
Senate  Finance  Committee"  (Factatid 
Comment,  Mar.  9)  I  am,  of  course, 
pleased  to  have  been  able  to  accede  to 
this  position.  There  are  many  chal- 
lenges facing  us  and  we  are  engaged  in 
deciding  how  to  meet  them. 
— Lloyd  Bentsen  (D—Tex. ) 
U.S.  Senate 
Washington,  D  C 

P.S.  Proxmire  will  respond  by  sepa- 
rate letter. 

Sir:  Senator  Proxmire  has  forgotten 
more  than  you  will  know  if  you  live 
to  be  1,000. 

— Eugene  D.  Wagner 
Janesville,  Wis. 


Arms  incentive 

Sir:  Re  "Iran  fiasco  will  fade  if  U.S. 
comes  out  fighting"  (Fact  and  Com- 
ment, Feb.  23)  If  Iraqi  President  Hus- 
sein would  explicitly  renounce  terror- 
ism, then  Congress  and  President 
Reagan  should  announce  that  $1  mil- 
lion worth  of  arms  will  be  shipped  to 
Iraq  each  month  for  each  American 
held  hostage  by  Iranian  surrogates.  Es- 
calation of  these  arms  shipments 
should  be  made  if  deaths  are  suspect- 
ed or  confirmed. 
— Charles  G.  Collard 
Tillamook,  Ore. 


Socialist  failure 

Sir:  James  Cook's  article,  "There  are 
no  garage  sales  here"  (Feb.  23),  on  ef- 
forts to  reform  soci  i  ms  such 


as  Poland's  brings  to  mind  the  open- 
ing sentences  of  George  Gilder's  bril- 
liant 1981  book,  Wealth  and  Poverty. 
"...  Dreams  always  die  when  they 
come  true,  and  50  years  of  socialist 
reality  leave  little  room  for  idealistic 
reverie."  He  goes  on  to  note,  "The 
second  most  important  event  of  the 
recent  era  is  the  failure  of  capitalism 
to  win  a  corresponding  triumph." 
—John  G.  Parish 
Atlanta,  Ga. 


Cheap  exploration 

Sir:  You  are  correct  that  oil  reserves 
will  increase  in  value  (Fact  and  Com- 
ment, Jan.  26).  You  mention  the  pur- 
chase of  proven  properties,  but  you 
neglect  the  more  necessary  and  pro- 
ductive activity  of  exploration.  Capi- 
tal is  now  king  in  the  exploration 
business  where  talent  and  services  are 
historically  inexpensive.  Investors 
pursuing  a  contrarian  strategy  may 
find  better  value  for  their  dollar  where 
capital  is  in  short  supply. 
— Merrell  Athon 
President, 

Lone  Star  Exploration  Co. 
Houston,  Tex. 

Gianfrancu  Gordon  LUmxJlin  Camp 


Good  time  to  drill' 


Baker's  fine  touch 

Sir:  That  was  a  very  gracious  reference 
to  me  in  your  Mar.  23rd  issue  (Fact  and 
Comment,  "Naming  Nixon  to  head  ne- 
gotiations on  arms  control"/ 

Howard  Baker  has  a  fine  touch  and 
has  already  changed  the  mood  in  the 
Beltway.  Let  us  hope  he  can  keep  up 
the  momentum! 
— Richard  Nixon 
New  York,  NY. 


Vital  service 

Sir:  Re  "Profit  from  misery"  (Trends, 
Feb.  9).  I  wrote  my  master's  thesis  on 
pawnshops;  I  work  as  a  financial  vice 
president  for  one  of  the  largest  pawn- 
shop chains  in  Texas. 


Have  you  ever  tried  to  take  your  c 
radio  to  the  First  National  Bank  aq 
get  a  one-month  loan  in  five  minute 
with  no  risk  to  your  personal  cred| 
rating  should  you  default? 

Let's  get  off  our  high  horses  arj 
realize  that  there  is  a  market  that  ha 
a  need  to  be  served,  and  let  those  wh 
serve  make  their  fair  profits. 
— Kevin  F.  Prochaska 
Vice  President. 

Logue-Drouin  Industries,  Inc. 
Austin,  Tex. 
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Social  necessity: 


Enough,  already 

Sir:  Re  your  Feb.  9  editorial  "We  neei 
more  people"  (Fact  and  Comment  III 
There  is  no  need  for  more  people.  Thl 
population  of  this  country  is  projectei 
to  grow  by  30  million  to  40  million  ii 
the  next  decade  and  a  half,  placin 
major  stress  on  local  water-suppl> 
transportation,  school,  health  anj 
waste-disposal  systems  and  threaten 
ing  supplies  of  clean  air,  farmland! 
and  recreation  sites. 
— M.  Rupert  Cutler 
Executii  v  Director, 

Population-Em  ironment  Balance,  Inc. 
Washington,  D  C. 


Education  article  off-base 

Sir:  In  its  article  of  Dec.  29,  1986,  "An 
we  spending  too  much  money  on  edui 
cation?"  Forbes  calls  me  a  "symbo 
and  a  symptom"  of  forces  "impervious 
to  reform"  of  education.  On  the  coni 
trary,  I  have  not  hesitated  to  criticize 
American  schools  and  colleges,  but 
do  so  from  a  very  different  perspective 
I  served  for  over  two  decades  in  the 
U.S.  House  of  Representatives  where 
helped  write  most  of  the  legislatior 
enacted  from  1959  to  1981  to  suppon 
education.  For  the  past  five  and  a  hal: 
years,  I  have  been  president  of  the  larg; 
est  private  university  in  the  world! 
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TO  ENJOY  SIGNIFICANT 


Let  BMW  underwrite  your  next  trip 
to  Europe. 

You'll  save  up  to  11%  by  acquiring 
your  BMW  in  Europe.  Which  may  pay  for 
the  entire  trip  itself. 

And  you'll  be  taking  in  Europe's  scen- 
ery while  you're  traveling  in  accommo- 
dations immeasurably  more  pleasurable, 
yet  vastly  less  expensive  than  the  average 
rent-a-car. 

And  since  your  local  BMW  dealer  will  cTFy 
take  care  of  virtually  all  the  paperwork, 
your  mind  doesn't  have  to  labor  while  all  the 


rest  of  you  is  on  vacation. 

For  information,  call  l-(800)  634- 
1000  (weekdays,  from  9a.m.  to  9 p.m. 
EST), for  the  names  of  your  nearest  BMW 
dealers. Or  send  this  coupon  to  BMW  Infor- 
mation Center,  E.D.  Dept.,  114  Mayfield 
Avenue,  Edison,  New  Jersey  08837. 
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ew  York  University. 
The  author  ignores  recent  studies 
y  scholars  and  business  and  govern- 
rient  leaders  that  call  for  more  rather 
han  less  federal  support  of  education, 
served  in  Congress  with  six  Presi- 
ents,  three  Democrats  and  three  Re- 
ublicans,  and  all  six  favored  using 
^deral  tax  dollars  for  higher  educa- 
ion.  Even  the  Secretary  of  Education 
a  Mr.  Reagan's  first  term,  Terrel  Bell, 
Utah  Republican,  declared  last  fall 
hat  in  pressing  deep  budget  cuts  for 
itudent  aid,  Administration  officials 
jfcrere  "unthinkingly  abetting  an  act  of 
Rational  suicide." 

I The  author  seems  peculiarly  obliv- 
ous  to  the  harm  inflicted  on  private 
olleges  and  universities  and  the  stu- 
lents  who  attend  them  by  Reagan 
administration  budgetary  and  tax 
olicies.  He  disregards  studies  dem- 
mstrating  how  measures  such  as 
lead  Start,  college  student  aid  and 
ducation  for  handicapped  children 
lave  resulted  in  broadening  access  to 
earning  and  raising  achievement 
evels. 

On  one  other  note:  The  author  cites 
ny  disagreement  with  Education  Sec- 
etary  William  J.  Bennett's  charge 
[hat  13,000  college  students  receiving 
ederally  subsidized  loans  were  from 
amilies  with  incomes  above 
1100,000.  This  claim  was,  and  re- 
nains,  false. 
—John  Brademas 
President, 

Jew  York  University 
<Jeu>  York,  N.Y. 


lard  advice 

»ir:  Re  "A  restaurant  always  seems 
>etter  when  the  rolls  and  bread  are 
varm"  (Fact  and  Comment,  Feb.  9)  My 
nother  says  that  if  the  rolls  suddenly 
Harden  and  turn  cold,  then  the  restau- 
i  ant  has  been  using  a  microwave  to 
Meat  their  rolls,  and  this  never  makes 
:'a  restaurant  better." 
-Charles  W.  Cullen  III 
Voinebeck,  N.Y. 


!  Spiro  Miiiard? 

||»ir:  Re  "All  caribou  ..."  (Alar.  9). 
I^orbes'  highly  editorialized  piece  on 
I  he  Anwar  oil-drilling  dispute  was  a 
!  lisappointment,  but  if  Spiro  Agnew 
||s  writer  Lawrence  Minard's  hero, 
:  berhaps  I  should  be  pleased  at  being 
i  lenounced. 
It- Bill  Green  (R— N.Y.J 
mouse  of  Representatives 
!  Washington,  D  C. 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$45  f~J  3  years  $90  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$79C,  3  years  $176C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name       (please  print) 


New  Address 


City 


State  Zip 


Date  of  address  change 

F-3820 


What's  the  big  deal  about 
a  man  on  a  horse? 


100%  cotton  polo  shirts  custom 

embroidered  with  your  logo  or  design. 

Why  go  to  the  store  and  pay  $40.00  or  more 
for  a  100%  cotton  polo  shirt  with  someone 
else's  logo  on  it,  when  for  $28. 50  a  shirt  (for 
our  minimum  order  of  just  six  shirts)  we'll 
embroider  your  logo  on  a  better  quality 
shirt,  and  guarantee  that  shirt  uncondition- 
ally for  at  least  an  entire  year. 
25  shirts  cost  only  $19.00  ea.  and  100  cost 
only  $16.00  ea. .  So  if  you  have,  or  can  think 
of,  a  logo  or  design  which  merits  placement 
on  the  best  shirt  money  can  buy,  call  us 
at  1-800-84-SH1RT  for  a  price  list,  brochure 
and  Free  Cloth  Samples  (in  NY  call  718-782- 
0200).  After  all,  whose  shirt  is  it,  any  way.' 

The  Queensboro  Shirt  Co. 

Dept  F-l,  1 19  N.  11  St.;  Greenpoint,  NY  11211 
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The 

Clone 
Killer. 

INTRODUCING  THE  COMMODORE  PC10  M  COMPUTER 

IBM-PC*  XT  Compatible.  But  never  call  it  a  clone. 
Call  it  the  Clone  Killer.  Because  with  the  PClO's  combina- 
tion of  graphics,  expandability,  reliability,  and  price, 
there's  no  reason  to  settle  for  a  mere  clone. 

The  Color  You  Want.  At  Commodore,  we  don't  see 
color  graphics  as  a  frilly  extra.  It's  a  necessity  for  any  seri 
ous  business  user... or  anyone  who  wants  to  run  great 
educational  programs  and  games  at  home.  That's  why  all 
PClO's  come  with  a  powerful  multi-function  graphics  card 
built  right  in.  So  you  get  color  and  graphics,  right  out  of 
the  box. 

The  Expandability  You  Want.  Never  take  expandabil 
ity  for  granted.  Because  some  clones  simply  can't  accept 
standard  expansion  cards.  And  that  means  when  the  time 
comes  to  expand,  some  clone  owners  will  have  a  lot  fewer 
options. 

Not  PC10  owners.  They  keep  their  freedom  of  choice. 
And,  adding  virtually  any  standard  expansion  card  is  as 
simple  as  slipping  it  into  one  of  5  full-size  internal  slots. 
The  Name  You  Trust.  You  wouldn't  buy  a  car  from  a 
computer  company.  So  why  would  you  buy  a  computer 
from  a  car  company?  Or  a  video  game  or  stereo  company, 
for  that  matter?  Fortunately,  the  PC10  was  designed  by 
Commodore— the  world's  largest  seller  of  home  com- 
puters. We  back  up  our  product  with  a  tough,  1  year  lim- 
ited warranty  and  over  1,000  service  centers  across  the 
country.  And  we'll  never  confuse  a  disk  drive  with  a 
drive  shaft. 

The  Unbeatable  Deal  You  Want.  We  built  our  name 
by  selling  better  technology  at  a  better  price.  And  the 
PC10  is  no  different.  Through  April  30  at  participating 
dealers,  you  can  get  a  PC10-2  with  640K  RAM  and  two 
disk  drives  for  only  $999^.*  Or  you  can  have  the  PC10-1 

COMMODORE  AND  THE  COMMODC*,  "-"F^  TRADEMARKS  OF  COMMODORE  ELECTRONICS 

LTD.  "THE  CLONE  KILLER,"  THECOMMO'.'  S  NOT  A  CLONE . .  -IT'S  A  COMMODORE"  ARE  TRADE 

MARKS  OF  COMMODORE  ELECTRONICS.  L  E I :  iSTERED  TRADEMARK  OF  INTERNATIONAL  BUSI 

NESS  MACHINES  CORPORATION.  MS  DOS  AM?  3  I.CTERED  TRADEMARKS  OF  MICROSOFT 

CORPORATION.  SIDEKICK  IS  A  REGISTERED  1R.-J  '  VKLAND  INTERNATIONAL,  INC. 


with  512K  RAM  and  one  disk  drive  for  only  $849^.* 
Both  prices  include  over  $200^  in  free  software,  incluc 
ing  MS-DOS*  3.2,  Borland's  SideKickf  and  GW  BASIC 

So  if  your  dealer  asks  you  if  you're  in  the  market  for  a 
clone,  say  no.  Say  you're  looking  for  a  Commodore. 
For  the  name  of  a  PC10  dealer  near  you,  call 

1-800-345-8112.    'WITH  THE  PURCHASE  OF  A  COMMODORE  W02  COLOR  MONITOR 


It's  not  a  clone... 
it's  a 

C-  Commodore 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE'D  BE  NUTS  TO  AGREE 

At  and  after  the  Iceland  Summit,  there  was  much  talk 
tiout  doing  away  completely  with  nuclear  weapons.  A 
incipal  result  of  such  talk  has  been  to  make  it  harder  to 
ach  an  agreement  even  on  a  reduction  in  the  rate  of 
omic  weapon  proliferation. 

Now  that  there's  a  real  possibility  of  reaching  an  agree- 
ment about  middle-range  atomic  missiles  in  Europe,  it's 
tal  to  remember  this:  If  the  Free  World  had  no  nuclear 
ipability  whatsoever,  it's  very  problematical  that  much 

it  would  still  be  free. 

If  one  could  wave  a  magic  wand  and  return  to  the  pre- 
iroshima  age,  does  anyone  sensible  think  that  there 
ould  not  have  been  yet  another  world  war  during  the  past 
3  years? 

Does  anyone  think  that  Russia,  with  its  overwhelming 
umbers  of  conventional  weaponry  and  men-at-arms, 
!  ould  have  backed  off  when  confronted  by  a  Berlin  airlift? 
y  John  F.  Kennedy's  gauntlet  laid  down  in  Cuba?  By  being 


TO  A  NUCLEAR  WIPEOUT 

thumb-nosed  at  from  time  to  time  by  a  relatively  weak 
West  Germany?  By  Pakistan's  being  a  conduit  of  arms  to 
Afghans?  Would  Russia  have  tolerated  a  standoff  with  a 
NATO  totally  outnumbered  in  conventional  military  ca- 
pability and  armies  in  being? 

Talk  of  total  nuclear  nakedness  clouds,  fuzzes,  delays  if 
not  prevents  the  serious,  extremely  complicated  negotia- 
tions that  might  lead  to  a  slowdown  in  the  upward  spiral 
in  nuclear  numbers,  never  mind  agreeing  to  a  cap  on 
nuclear  numbers,  or  even  agreement  to  lessen  existing 
nuclear  numbers. 

When  and  if  we  reach  any  of  these  stages,  then  both  of  us 
could  do  what  all  of  us  would  most  like  to  do — tackle 
domestic  needs. 

With  less  being  spent  for  infinite  atomic  overkill,  our 
horrendous  U.S.  deficit  can  be  whittled.  And  our  tax 
reductions  can  be  preserved  against  the  assaults  of  tradi- 
tional "tax  and  spend"  politicos. 


WHAT  MANY  AT  NBC,  CBS  AND  ABC  DON'T  QUITE  REALIZE 

that  Jack  Welsh,  Larry  Tisch  and  Tom  Murphy  are  three  of    charged-up  bulls. 

le  most  toughly  successful  businessmen  in  the  country.  The  networks'  bull  throwers  will  win  no  ears  unless 
Bottom-line  red  ink  is  to  them  what  red  capes  are  to    they  slay  losers  and  losses. 


'ho  fiercely  cares  about  him,  who  hurts  when  he  hurts, 
rho  is  unhappy  when  he  is  ill-served  and  is  sorely  upset 
'hen  he's  misunderstood,  and  whose  toes  pain  when  he 
:ubs  his.  That  these  two  lovers  are  also  helpmates  is 
eartily  appreciated,  warmly  and  understanding^  ap- 
lauded  by  virtually  all  Americans. 


WE'RE  ALL  LUCKY  THAT  RONALD  REAGAN  HAS  A  WIFE 

Would  America  be  better  off  if  our  President  had  a  wife 
who  didn't  care,  couldn't  cope,  had  no  capacity  to  share  his 
pain,  or  be  ired  at  those  who  badly  serve  him? 

Nancy  Reagan  is  to  her  husband  what  every  husband 
wishes  his  wife  to  be  to  him. 
And  after  35  years  together  yet! 
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A  CORRESPONDENCE  WITH 

The  Honorable  George  P.  Shultz 
Secretary  of  State 
State  Department 
Washington,  D.C.  20520 

Dear  George: 

I've  been  told  that  some  in  the  Department  of  State  are 
again  going  to  recommend  to  you  that  you  close  the 
American  Consulate  in  Tangier.  Forbes  has  had  a  pres- 
ence there  since  we  purchased  the  former  Governor's 
residence  as  a  headquarters  for  the  Forbes  Magazine  Ara- 
bic edition,  which  we  published  for  several  years  before 
discontinuing  it. 

George,  please  seriously  question  this  closure  because 
not  only  will  be  the  "savings"  illusionary  but  the  action 
will  be  regarded  as  a  rebuke,  if  not  insulting,  to  the 
Government  of  Morocco,  which  has  been  a  steadfast 
friend.  This  Consulate  in  Tangier  also  is  the  oldest  Ameri- 
can diplomatic  post  in  the  world.  The  plans  call  for  the 
building  to  continue  to  be  occupied  by  the  Voice  of  Ameri- 
ca and  the  Corps  of  Engineers,  so  the  "savings"  will 
constitute  principally  a  shift  of  costs  from  the  State  De- 
partment to  the  USIS.  The  U.S.  Embassy  in  Rabat  will 
have  to  have  extra  staff  to  handle  all  the  work  now  being 
done  in  the  Tangier  Consulate. 

The  American  School  of  Tangier,  established  38  years 
ago  and  now  with  an  enrollment  of  275  students,  plus  a 
largely  American  faculty  of  20-plus,  in  the  words  of  its 
Headmaster,  "depends  upon  the  Consulate  General  for  a 
support  system  involving  APO  privileges  and  the  over- 
sight of  our  U.S.  Government  Grant  and  has  played  a  vital, 
even  essential  role  in  its  development.  The  closing  of  the 
Consulate  will  make  it  difficult  for  us  to  function." 

As  you  know  so  well,  Morocco  has  been  a  vital  ally  in  so 
many  periods  of  tension  and  dissension  between  major 
segments  of  the  Arab  world  and  the  U.S.  That  friendship 
has  been  essential  to  the  actual  functioning  of  several  vital 
communication  aspects  of  the  U.S.  abroad. 

Under  the  gun  to  cut  expenses,  this  recommendation  to 
close  the  Consulate  would  seem  to  do  something  useful 
that  in  fact  would  result  in  no  saving  and  considerable 
setback  to  American  interests.  Once  again,  your  wise  hand 
is  needed  to  stay  an  unwise  action. 

As  ever, 

Malcolm  S.  Forbes 


Mr.  Malcolm  S.  Forbes 

Chairman  &  Chief  Executive  Officer 

Forbes  Magazine 

New  York,  N.Y.  10011 

Dear  Malcolm: 

Thanks  for  your  letter  about  the  Consulate  in  Tangier.  I 
will  take  another  look  at  it. 

But  you  should  know  that  our  foreign  affairs  budget  has 
been  cut  brutally.  Added  to  this  is  the  sharp  fall  in  the  value 
of  the  dollar,  which  means  our  dollars  don't  go  as  far.  That 
effect  is  concentrated  in  Western  Europe  and  Japan,  but  it 
means  that  our  resources  are  stretched  beyond  accommo- 
dation by  efficiency.  We  simply  have  to  cut  down  the 
number  of  posts,  people  and,  unfortunately,  the  reporting 
and  analysis  so  essential  to  the  interests  of  the  United 
States.  I've  been  saying  and  saying  and  saying  how  wrong 
and  stupid  this  is.  The  budget  axe  has  hit  us  hard  and,  I 
think,  in  a  manner  not  in  the  interests  of  the  United  States. 

All  of  us  here  in  the  Department  are  out  campaigning 
hard  for  the  Congress  to  provide  the  resources  needed  for 


THE  SECRETARY  OF  STATE 

the  conduct  of  our  foreign  affairs,  as  proposed  by 
President  in  his  budget.  Maybe  your  magazine  could  t 
an  interest  in  this  subject,  satisfying  yourself  about 
realities  and  giving  us  a  lift. 
With  warm  personal  regards. 

Sincerely  youi 
George  P.  Shu 
Secretary  of  St 


The  Honorable  Malcolm  S.  Forbes 
Forbes  Building 
New  York,  N.Y.  10011 

Dear  Malcolm: 

Thank  you  for  your  letter  expressing  concern  about  t 
proposed  closure  of  the  United  States  Consulate  in  Tangi 

I  entirely  agree  with  your  concerns  in  this  regard.  Mori 
co  has  been,  and  continues  to  be,  an  important  Americ 
ally  in  the  Arab  world.  The  government  of  Morocco  h 
played  a  vital  role  as  an  intermediary  for  the  United  Stal 
on  numerous  occasions,  and  it  has  supported  our  policies 
many  areas.  By  closing  our  consulate  in  Tangier,  we  se 
entirely  the  wrong  signal,  not  only  with  regard  to  c 
appreciation  of  Morocco's  assistance,  but  indeed  about  t 
value  we  place  on  our  relationship  with  Morocco. 

I  have  written  a  letter  to  Secretary  Shultz  expressing  r 
opposition  to  the  State  Department's  plans  to  close 
number  of  American  consulates.  A  copy  of  this  letter 
enclosed  for  your  information,  and  I  will  inform  you  of  t; 
response  we  receive  from  the  Secretary. 

With  every  good  wish  in  the  new  year. 

Ever  sincerely, 
Claiborne  Pell,  Chairm 
Senate  Committee 
on  Foreign  Relations 


The  Honorable  George  P.  Shultz 
Secretary  of  State 
Washington,  D.C.  20520 

Dear  Mr.  Secretary: 

I  am  writing  to  express  my  opposition  to  the  Depai 
ment's  plans  to  close  American  consulates.  I  recogni: 
that  you  are  faced  with  difficult  budget  decisions,  bl 
closing  U.S.  consulates  should  be  among  the  last — not  tl 
first — of  the  cost-cutting  measures  taken. 

As  you  have  said  on  many  occasions,  our  embassies  ar 
consulates  comprise  the  frontline  of  U.S.  foreign  polic 
They  are  the  most  visible  expressions  of  U.S.  interesi 
abroad  and  shutting  them  down  would  create  the  dange 
ous  perception  that  the  U.S.  is  withdrawing  from  i 
worldwide  responsibilities.  Far  more  will  be  lost  by  sue 
closings  than  the  small  amount  of  dollars  saved. 

I  therefore  urge  you-  to  find  the  cost-savings  in  anothe 
part  of  the  budget.  If  other  savings  cannot  be  found, 
request  that  you  refrain  from  closing  any  consulates  unt 
the  Foreign  Relations  Committee  has  had  an  opportunit 
to  consider  this  issue  during  the  markup  of  the  Stal 
Department  Authorization  Bill.  Members  of  the  Commi 
tee,  including  myself,  may  wish  to  take  legislative  actio 
to  keep  the  posts  open. 

With  every  good  wish. 

Ever  sincerely, 
Claiborne  Pell,  Chairmai 
Senate  Committee 
on  Foreign  Relations 


is 
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BARBARA  HUTTON  SQUANDERED  MONEY  AND  HUSBANDS 


nd  the  famed  Woolworth  heiress  became  more  famous  in 
le  process. 

While  her  sad  life  will  probably  be  most  remembered  for 
nhancing  the  legend  that  money  can't  buy  happiness,  she 


as  left  another,  happier,  memorial — Winfield  House,  the 
wesome  home  she  and  her  second  husband  built  in  Lon- 
on.  Barbara  and  her  Danish  count  built  it  just  50  years  ago 


Winfield  House,  residence  of  U.S.  ambassador  to  Britain 

ALL  KIDS  SAY  "I 

And — occasionally — they  didn't. 

Last  Halloween  in  Wilton,  Conn.,  14-year-old  Neil 
^isnapuu  was  charged  by  the  police  with  vandalism  for 
pray  painting  a  house.  There  were  two  eyewitnesses,  as 
he  police  told  his  startled  mother. 

"I  swear,  Mom,  I  didn't  do  it."  Continues  a  moving, 
vonderful  account  in  the  New  York  Times.  "Mrs.  Visna- 
>uu  looked  beyond  the  evidence,  straight  into  his  eyes, 
aid  knew  that  he  was  telling  the  truth.  And  she  decided 


EMPTINESS 

is  for  filling. 


on  a  lovely  parkland  near  the 
heart  of  the  British  capital.  Twen- 
ty-four months  later,  Britain  was 
at  war  with  Hitler  and  the  man- 
sion served  many  uses  in  WW  II. 

After,  she  had  Winfield  restored 
and  presented  it  to  the  U.S.  gov- 
ernment to  be  the  official  resi- 
dence of  the  American  ambassa-  Barbara  Hutton 
dor  to  the  Court  of  St.  James's.  Enhanced  and  enriched  by 
several  of  our  subsequent  ambassadors — particularly  Wal- 
ter Annenberg — Winfield  House  has  been  an  extraordinari- 
ly effective  setting  for  many  historic  occasions  that  have 
contributed  much  to  ongoing  consequential  American- 
British  friendship. 

The  concept  of  Winfield  House  and  the  giving  of  it  to  her 
country  were  a  happy  highlight  of  a  mostly  pathetic  life. 

DIDN'T  DO  IT!" 

to  help  him  prove  it.  'There  is  a  way  that  a  mother  can 
look  at  a  child,'  she  said.  'There  is  a  way  that  a  mother 
can  tell.'  " 

After  many  discouragements  and  weeks  of  dogged 
effort,  the  real  culprit  confessed. 

At  a  critical  age  when  young  people  think  there  is  no 
justice,  as  often  as  not  because  they're  caught  out,  it's 
heartwarming  when  a  real  injustice  is  righted  by  a  mom 
who  could  tell  when  her  kid  was  telling  the  truth. 

FOR  LEVITY 

brevity's  best. 


BOOKS 


Lifestyle — by  Peter  Warner  (Vi- 
king, $16.95).  Magazine  takeovers  are 
happening  all  over,  so  this  satirical 
spoof  of  one  is  timely.  As  a  novel  it 
isn't,  but  it  is  a  plum  pudding  of 
scathing  put-down  descriptions  and 
witty  pinning  of  today's  magazine 
hyper  types. 

Excerpts:  What  is  the  New  Ostentation!  It  is  the  flaunting 
pf  good  taste.  .  .  .  "Genius"  is  an  appellation  assigned  in 
\idvertising  about  as  frequently  and  accurately  as  "states- 
man" is  used  in  politics.  .  .  .  She  had  a  short,  compact 
\igure  and  dark  curly  hair.  She  was  dressed  in  slob-jock 
\ittire:  a  T-shirt  three  sizes  too  big;  shorts  pulled  over 
nweat  pants  which  had  been  cut  off  at  the  knee;  and,  of 
zourse,  elaborately  designed  running  shoes.  .  .  .  One 
[knows  a  shopping  area  has  lost  its  cachet  when  its  stores 
2nd  shops  become  "outlets."  .  .  .  As  I  edged  away,  Lenore 
Uaid,  "Helen  told  me  you're  from  Ohio.  I  am  too."  I 


ORBES,  APRIL  6,  1987 


refused  to  respond.  "Akron,"  Lenore  offered.  "You  know 
what  they  call  an  interesting  person  from  Akron!"  I  said. 
"An  anachronism." .  .  .  Judy's  apartment  was  so  small 
that  three  "so  small"  jokes  laid  end  to  end  would  get  a 
laugh  in  the  elevator.  It  was  basically  a  single  L-shaped 
room  with  a  six-foot  alcove  in  one  of  the  walls;  this  gave  it 
the  appearance  of  being  constructed  entirely  of  corners. 

#  Kenny  Rogers'  America — by 

Kenny  Rogers  (Little,  Brown  &. 
Co.,  $24.95).  The  cover  picture 
is  enough  to  make  you  pick  up 
the  book,  but  most  of  the  rest 
are  more  boring  than  post- 
cards. Each  accompanying  de- 
scription is  so  studded  with 
"I"  's — in  one  paragraph  on  page  50,  there  are  10 — that 
it's  no  wonder  there  was  little  photographic  eye  left. 
Kenny  Rogers  should  stick  to  music. 
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Shangri-La  Hotel  

Shangri-La  Hotel,  Singapore:  "...superb,  beautifully  organized,  magnificently  designed  and  serviced,  down  to  the 
smallest  detail ..."  - 300  Best  Hotels  in  the  World 
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:ts  you  the  best  entrances. 


The  Four  Columns  Inn 


The  Four  Columns  Inn,  Newfane,  VT:  A  soft,  comfortable  mix  of  antiques,  fabrics  and  wall  coverings  reminiscent  of 
ages  past."  -Country  Inns  of  America:  Upper  New  England 


Whether  its  a  royal  suite  or  a  weekend  retreat,  it  has  to  be  the  best.  As  a 
Cardmember,  that's  just  what  you  expect.  And  at  the  more  than  1.8  million 
places  that  welcome  the  Card,  that's  exactly  what  you'll  find.  Because  at 
American  Express,  we're  as  particular  about  who  accepts  the  Card  as  we  are 
about  who  carries  it.  Membership  Has  Its  Priv  ileges" 

Don't  leave  home  without  it* 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -MSF 


Close  the  Banks? 

Drexel  Burnham  CEO  Fred  Joseph 
borrowed  a  theme  from  [Frederick  Ise- 
man's  New  York  Times]  op-ed  piece  at 
a  recent  press  conference:  "To  stop 
takeovers  because  of  their  abuse  by 
inside  traders  is  as  foolish  as  closing 
banks  because  people  rob  them." 

— Jennifer  Conlin,  Manhattan,  inc. 

Barbara,  Too 

I  have  a  funny  feeling,  having  been 
married  to  Barbara  Bush  for  42  years, 
that  if  I  got  into  trouble,  just  like 
Nancy  Reagan,  she  would  be  at  my 
side  trying  to  get  out  the  truth. 

— Vice  President  George  Bush 

Religious  Interest 

"A  Saudi  bank  took  a  customer  to 
court  over  10  million  riyals,"  about 
$2.67  million,  said  Abdulaziz  O'Hali, 
a  businessman  who  is  advising  the 
government  on  ways  to  enhance  the 
private  sector. 

"The  guy  refused  to  pay  interest 
because  he  said  it  was  against  his  reli- 
gion," Mr.  O'Hali  said.  "The  judge 
asked,  'Didn't  you  know  that  before?' 
And  the  guy  said,  'Yes,  but  at  that 
time  I  was  not  religious.'  " 

Peter  T.  Kilborn, 
— New  York  Times 

Forget  $7,000  Coffeepots 

This  may  be  the  sum  and  sub- 
stance of  the  Administration's  [de- 
fense) strategy:  Spend  money.  One 
Washington  pundit,  parodying  stan- 
dard Pentagon  obfuscatory  terminol- 
ogy, describes  it  as  the  M3  approach: 
money,  machines  and  manipulation. 
Or,  as  a  cliche  inside  Washington 


has  it,  "Cap  Weinberger  never  met  a 
weapon  he  didn't  like.  .  .  ." 

"The  real  problem,"  says  one  Pen- 
tagon colonel,  "isn't  coffeepots.  It's 
the  whole  design  and  procurement 
philosophy.  High-tech,  state-of-the- 
art  and  then  some,  gold-plated  weap- 
ons produced  in  too-small  production 
runs  and  at  too  great  a  unit  cost.  In 
World  War  II,  we  never  bought  the 
best  system.  We  bought  the  second-  or 
third-best,  because  it  was  affordable, 
and  then  ran  the  factories  like  crazy. 
And  it  worked." 

—Philip  Gold, 
Insight,  Washington  Times 

Ear  Out 

"I'm  British,  you  know,"  Lace  au- 
thor Shirley  Conran  informed  me.  "I 
know,"  I  said.  "Well,  I  mention  it 
because  cab  drivers  always  ask,"  she 
said.  "I'm  not  a  cab  driver,"  I  pointed 
out.  Later,  she  told  me  that  she'd  had 
lunch  "with  somebody  called  Rona 
Jaffe,"  and  that  she'd  been  "in  a  city 
called  Glasgow,  in  a  country  called 
Scotland."  So  I  stopped  doing  some- 
thing called  listening. 

— Stephen  Saban,  Details 

Spaghetti  Aside 

Is  it  not  perplexing  that  the  average 
American  still  essentially  identifies 
Italy  with  spaghetti  and  backward 
economics,  with  "O  Sole  Mio"  and 
fickle  politics? 

The  average  American  ignores  that 
Italy  also  produces  such  things  as 
bodies  for  Cadillac  and  airplane  parts 
for  Boeing  and  McDonnell  Douglas; 
that  it  ranks  with  the  leaders  in  sev- 
eral high-tech  fields;  that  it  seems  to 
have  a  knack  for  breeding  Nobel  Prize 
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winners;  that  it  consistently  providl 
unswerving  support  to  the  Atlanl 
Alliance;  that  its  democratic  fai) 
stood  firm  through  a  harrowing  te 
against  terrorism,  from  which 
emerged  with  flying  colors  and  stro 
ger  than  ever. 

— Umberto  Nordio,  chairmai 
Alitalia  Airli 


I 


In  a  world  with  four 
and  a  half  billion  people, 
there  is  someone  out  there 
for  everyone. 

— Barbara  Lovenbeii 
New  York  Times  Book  Revu 
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Heart  Transplant 

Making  the  decision  to  have 
child — it's  momentous.  It  is  to  decic 
forever  to  have  your  heart  walkii 
around  outside  your  body. 

— Ellen  Cantaroi 
Village  Voit 

Raging  Hormones 

From  Vermont  to  Californi 
snowboarders  are  shredding  tr 
slopes  on  a  cross  between  a  surfboai 
and  a  ski,  a  5-ft.-long,  lO-in.-wic 
piece  of  laminated  wood  or  fibe 
glass  with  fixed  bindings  that  cd 
easily  strap  around  any  sturdy  bod 
No  poles  needed.  The  newborn  spor 
like  its  cousins  surfing  and  skat 
boarding,  requires  agility  and  a  kee 
sense  of  balance  to  guide  the  boarc 
down  the  slopes  at  speeds  approacl 
ing  30  m.p.h. 

Complains  veteran  Vermont  ski 
Mary  Simons:  "Snowboarding  is  ni 
about  grace  and  style  but  about  ra; 
ing  hormones.  It  is  adolescent  bo} 
with  their  newest  toy."  Ralph  De 
Lauriers,  owner  of  the  Bolton  Valle 
Resort  in  Vermont,  compares  trj 
gripers  with  "people  in  the  hors 
drawn  carriages  reacting  to  cars  dri 
ing  by." 

— Martha  Smilgis,  Tim] 

Done  Her  Wrong? 

John  Higgens:  Race  car  driver  ah 
foreign  car  dealer — "Right  in  the  mic 
die  of  this  great  experience,  my  fir 
sexual  encounter,  she  fainted,  just  ab 
solutely  passed  out.  Now  I  though 
that  I  had  done  it  wrong  and  she  wa 
dead.  .  .  .  Here  I  am  in  a  hotel  wher 
you  aren't  even  allowed  to  hav 
girls  .  .  .  and  I've  killed  the  girl!" 
— Midterm  Report:  The  Class  of  '6 
by  David  Wallechinsk: 
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k  run  the  tightest  ship 
the  shipping  business, 


w  i 


At  UPS,  we  de- 
er Next  Day  Air 
war  nearly  half  what 
njfrers  charge. 

We  deliver  2nd 
ay  Air  for  up  to  70% 
>s  than  other  over- 
ght  air  companies. 

And  we  do 
ings  other  compa- 
es  don't  do  at  any 
ice.  Such  as  deliver 
ext  Day  Air  and 
id  Day  Air  to  every 
igle  address  coast  to 
>ast.  Plus  we  deliver 
every  single  ad- 
ess  in  16  European 
untries  and  Japan. 

What  revolu- 
)nary  business  con- 
pt  enables  us  to 
r.  complish  all  this? 

Efficiency 
7hich,atUPS,has 
:en  raised  to  the 
Ivel  of  an  obsession. 

For  example,  we 
jiove  long-distance 
J.ipments  via  747  s. 
fe  cause  for  our  long 
luls,  there's  no  jet 
t  efficient. 

We  make  auto- 
|katic  daily  pickups 
hithout  requiring 
i  ou  to  call.  Because 


its  more  efficient  that 
way,  for  you  and  for  us. 

And  efficiency 
compelled  us  to 
design  our  familiar 
brown  package  car. 
It  may  not  look  very 
stylish,  but  our 
package  car  is  so  func- 
tionally designed 
it  allows  our  drivers 


to  deliver  more  effi- 
ciently than  with  any 
other  vehicle  we've 
come  across. 

Moreover,  UPS 
engineers  continually 
scrutinize  every 
aspect  of  our  system 
in  order  to  devise 
new  efficiencies  and 
refinements  on 


old  efficiencies. 

All  of  which  ex- 
plains how  we  can 
offer  such  a  high  level 
of  service  for  such 
remarkably  low  prices. 

So  if  you  want  to 
run  a  tighter  ship  your- 
self, a  good 
way  to  start  is 
by  using  ours. 


ups 


Inircd  Parcel  Service  of  Americ 


There  is  no  business  operating  at 
100%  efficiency  — including  yours 


Actually,  the  longer  a  business  oper- 
ates the  less  efficient  it  becomes — 
particularly  if  it  is  successful  and  prof- 
itable. 

Sound  implausible? 

If  you  are  the  chief  executive  officer  of 
such  a  company,  how  long  has  it  been 
since  you  asked  yourself  if  productivity 
is  as  high,  per  dollar  spent,  as  it  just 
possibly  could  be? 

If  you  have  asked  yourself  this  very 
critical  question — very  critical  at  any 


time— have  you  anyone  under  you  with 
the  time  or  the  know-how  to  find  the 
answer  for  you? 

And  if  he  came  up  with  the  answer, 
have  you  anyone  under  you  who  could 
install  it  for  you? 

If  these  questions — unanswerable  by 
most  CEO's— waken  you  tonight,  may 
we  make  a  suggestion? 

Call  us  in  the  morning. 


Alexander  Proudfoot 

Specializing  in  the  Installation  of  Productivity  Improvement 

and  Profit  Enhancement 


The  Alexander  Proudfoot  Worldwide  Family  of  Companies.  Founded  1946.  Executive  Offices:  249  Royal 
Palm  Way,  Palm  Beach,  FL  33480  (800-843-4877).  Operating  in  the  United  States,  Canada  (Toronto 
416-862-7543).  Mexico  (Mexico  City  905-254-6711),  Brazil  (Sao  Paulo  011.283.2533).  Great  Britain, 
France,  Federal  Republic  of  Germany,  Italy,  Spain,  Portugal,  Denmark,  Ireland,  Luxembourg,  The 
Netherlands,  Belgium  (Brussels  2.511.0640),  Hong  Kong,  Malaysia  Singapore  (65.225.4646). 
This  message  prepared  by  Alexander  Proudfoot  Communications.  L.P. 


(In  Florida  Call  305-655-9300.) 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


ONE  WAT  TO  WIN  HIGH  MARKS  FROM  FUTURE  HISTORIANS 


With  Ronald  Reagan's  becoming  more  conscious  of  his 
lace  in  history,  there  is  one  area  where  he  can  take  a 
lajor  initiative  that  may  not  much  help  him  in  the  polls, 
ut  would  lay  the  foundation  for  future  prosperity  for  this 
ountry  and  the  West.  The  initiative  would  involve  creat- 
lg  a  new  international  monetary  system,  such  as  we  had 
om  the  end  of  World  War  II  through  the  late  1960s. 

Treasury  Secretary  Baker  has  worked  tirelessly,  effec- 
vely  behind  the  scenes  in  preventing  a  resurgent  protec- 
onism  from  getting  out  of  control  and  in  persuading  our 
Hies  to  behave  a  bit  more  responsibly  in  the  way  they 
lanage  their  economies. 

Now  closed-door  diplomacy  must  give  way  to  public 
iplomacy. 

Given  the  damaging  fallout  from  the  dollar's  extraordi- 
ary  volatility  in  recent  years,  the  time  is  ripe  for  bold  moves 
)  prevent  a  recurrence  and  to  enact  rules  that  will  provide  a 
:liable  compass  for  policymakers  in  the  years  ahead. 
The  absence  of  an  effective  monetary  system  since  1968 
d  to  the  rise  of  inflation,  followed  by  a  devastating 
wnmodity  deflation.  Economic  growth  in  the  past  20 
jars  has  been  a  fraction  of  that  of  the  previous  20  years, 
nemployment  in  Europe  is  shockingly  high. 
What  should  Reagan-Baker  propose?  Their  plan  must 
ive  two  key  elements:  a  return  to  fixed  exchange  rates 
id  an  agreement  that  monetary  policies  will  be  anchored 


by  gold  or,  if  they're  too  timid,  a  basket  of  commodities. 

Why  gold  or  a  group  of  commodities?  Because  they  are 
the  most  sensitive  barometers  of  inflation  and  deflation.  If, 
say,  the  Federal  Reserve  is  printing  too  many  dollars,  the 
gold  price  shoots  up.  If  the  Germans  or  Japanese  are  being 
too  tight,  the  cost  of  gold  in  yen  or  deutsche  marks  will 
plummet.  (This  is,  in  fact,  exactly  what  has  happened  in 
the  past  18  months,  which  is  why  these  two  countries  are 
now  stagnating.) 

Many  economists  acknowledge  the  theoretical  desir- 
ability of  stable  exchange  rates,  but  they  cavil  that  you 
can't  achieve  such  a  state  unless  countries  are  able  to 
coordinate  their  economic  policies.  This  is  a  bit  like  saying 
patients  shouldn't  take  penicillin  until  they  first  recover 
from  pneumonia:  Countries  will  be  able  to  coordinate 
economic  policies  only  when  they're  all  aiming  at  a  simi- 
lar target. 

By  working  to  keep  their  currencies  within  a  certain 
price  range  of  gold  or  a  collection  of  commodities,  we  will 
return  to  the  kind  of  stability  (at  least  by  today's  lights) 
that  we  had  in  the  1950s  and  1960s. 

Skeptics  will  caution  that  such  an  initiative  will  be 
greeted  with  catcalls  and  hoots.  But  as  the  President  has 
shown  with  tax  cuts  and  with  SDI,  a  determined  leader  can 
set  the  terms  of  debate,  creating  an  environment  for 
achievements  that  once  seemed  impossible. 


DON'T  ABANDON  THEM 


Thailand  is  cracking  down  on  refugee  camps  within  its 
>rders.  Bangkok  wants  these  people  to  move  on.  Unless 
J.e  U.S.  steps  in  that  means  either  their  going  back  to 
ambodia,  Laos  or  Vietnam,  where  return  would  be  a 
ath  warrant,  or  their  being  transferred  to  "resistance" 
mps  along  the  Thai-Cambodian  border  to  fight  against 
e  Vietnamese  army  in  Cambodia. 

There  are  almost  400,000  Indochinese  refugees  in  these 
lai  camps,  and  the  Bangkok  government  fears  that  these 
ople  will  stay  permanently;  Free  World  countries  have 
arply  reduced  their  intake.  New  refugees  coming  to 
ese  centers  are  thus  given  short  shrift. 
The  U.S.  has  received  far  more  of  these  displaced  per- 


sons than  any  other  country.  This  year  we  may  take  in  as 
many  as  15,000. 

But  that  is  too  little.  We  should  do  more.  We  have  a 
moral  obligation  because  of  the  Vietnam  war,  whose  out- 
come led  to  the  rise  of  a  barbarous  communist  regime  in 
Cambodia,  which  was  followed  by  that  country's  occupa- 
tion by  the  Vietnamese.  Those  events  led  to  the  flow  of 
most  refugees. 

If  no  action  is  taken,  most  of  the  lucky  ones  will  simply 
stagnate  in  camps;  others  will  certainly  meet  an  early  death. 

More  immigrants  won't  be  a  drain.  Most  Southeast 
Asians  have  done  remarkably  well  in  this  country.  Our 
economy  has  benefited  enormously  from  their  presence. 
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OUR  AMERICAN 
HOTELS  HAD  TO 
STAND  UP  TO 
FRANCE'S  MOST 
DEMANDING 
QUALITY 
CONTROL 
EXPERTS. 

Hotel  Sofitel  began  in  cities  like  Paris 
and  Marseille,  where  hotels  and  res- 
taurants are  shaped  by  some  of  the 
toughest  critics  in  the  world.  When  we 
brought  our  hotels  to  the  U.S.,  we  insist- 
ed on  the  same  meticulous  attention— 
in  the  bouquet  of  a  chardonnay,  the 
1000  layers  of  butter  in  our  croissants, 
the  comfort  of  our  European-styled 
rooms  and  the  efficiency  of  our  staff. 
Although  we  speak  English,  we've  kept 
our  French  accent. 

Houston 

At  Intercontinental  Airport 
Minneapolis 

At  International  Airport 

Toledo  

Downtown  on  the  Riverfront 

Miami 

At  International  Airport 
Chicago 

At  O'Hare  Airport 

San  Francisco  Bay  (Opens  June  '87) 
At  Redwood  Shores 

For  reservations,  call  Resinter, 
1-800-221-4542. 


ffUfl  Hotel  Sofitel 


/-  //orid  wide  quality  service  o<.ACCOF 

m 

Europe 

MP21  M 

Middle  East  Polynesia 

What's  Ahead  for  Business 


Edited  by  Howard  Banks 


IS  THERE  A  DOCTOR  IN  THE  HOUSE? 


The  gap  between 
statistics  and 
the  real  world 


There's  a  trick. 

It's  called 
cost  shifting 


Who  plays  "the  mug"? 
Small  and  medium- 
size  business, 
of  course 


YOU  PROBABLY  READ  THAT  HEALTH  CARE  COSTS  ROSE  7.7%  IN  1986.  But 

it's  a  murky  area,  and  they  probably  didn't.  The  index,  because  of  the 
way  it  is  gathered,  almost  certainly  overstates  costs. 

The  Bureau  of  Labor  Statistics  mostly  gathers  what  are  called  "book 
rates,"  the  nominal  prices  for  hospital  rooms  and  for  basic  medical 
procedures  (such  as  an  appendectomy)  or  a  doctor's  visit.  It  only  sounds 
sensible.  The  fact  is,  fewer  and  fewer  people  pay  these  rates. 

Cost-squeezing  groups  like  Health  Management  Organizations 
(HMOs)  and  Preferred  Provider  Organizations  (PPOs),  as  well  as  Medi- 
care and  Medicaid,  won't  pay  these  costs.  They  demand — and  get — 
large  discounts  in  return  for  sending  their  patients  to  specific  hospitals 
or  physicians. 

The  evidence  from  states  like  Maryland  and  Massachusetts,  which 
regulate  tightly,  and  from  hospital  groups  like  that  in  Minneapolis, 
where  45%  of  patients  are  covered  by  an  HMO  (the  national  average  is 
18%),  suggests  their  costs  went  up  by  about  half  the  official  rate. 

Book  rates  on  medical  care  these  days  are  "nothing  more  than  an 
auto  sticker  price,"  says  Alan  Johnson,  head  of  the  Minneapolis  hospi- 
tal group.  "And  when  buying  a  car,  only  a  mug  pays  full  price." 

Here  is  some  typical  hospital  arithmetic.  Assume  a  $100  procedure 
(including  profit).  Allow  for  the  discounts  to  HMOs,  etc.,  and  then  jack 
up  the  rate  for  the  rest  to  bring  the  average  revenue  yield  per  procedure 
back  to  $100. 

It's  obvious  that  as  the  proportion  paying  full  price  declines,  which  it  is 
doing,  the  book  prices  must  inflate.  Hospital  administrators  call  it  cost 
shifting. 

In  practice,  of  course,  it's  much  more  complicated.  A  lot  depends  on 
quality  of  the  care  provided,  workers'  copayments  (increasing)  and 
admissions  (generally  shorter  and  fewer). 

Moreover,  hospitals  also  pass  through,  to  those  who  can  pay,  the  cost 
of  charity  work  done  on  some  35  million  people  without  medical 
insurance  (see p.  32). 

The  leading  mugs  in  all  this?  Mostly  the  small  and  medium-size 
companies  that  are  paying  for  commercial  insurance  and  that  are  not 
yet  members  of  cost-cutting  schemes  like  HMOs  or  PPOs. 

While  cost-squeezing  schemes  experienced  increases  of  3%  to  4%  or  so 
in  1986 — as  the  medical  component  in  the  Bureau  of  Labor  Statistics' 
index  was  rising  7.7% — the  cost  of  commercial  insurance  to  employers 
rose  10.6%  on  average,  according  to  consultants  Hewitt  Associates. 

The  official  cost  index  does,  however,  correctly  reflect  the  general 
trend:  Medical  cost  inflation  really  did  pick  up  again  last  year. 

That  trend  will  likely  worsen  this  year,  fueled  by  faster  overall  infla- 
tion. And  that  can  only  be  worse  news  for  the  many  employers  who 
have  still  to  get  a  handle  on  their  medical  costs. 
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The  Forbes  Index 


Forbes  Index 


12-month  closeup 
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'preliminary  trevised 


Return  to  normalcy.  After  falling  0.9%  in  January,  the 
Forbes  Index  rebounded  0.5%  during  the  latest  reporting 
period.  The  slump  in  auto  sales,  following  the  rush  in 
December  to  beat  tax  law  changes,  apparently  is  no  longer 
distorting  the  numbers.  Retail  sales  bounced  back  4.1%  in 
February  from  the  depressed  levels  of  January.  Also  boost- 
ing the  Index  was  consumer  installment  credit,  which 


increased  0. 1  %  in  January. 

The  outlook  for  manufacturing  remains  uncertain.  The 
ratio  of  manufacturers'  new  orders  for  durable  goods 
(three  months  to  January)  to  inventories  (January)  fell 
0.8%,  after  posting  gains  the  previous  two  months.  New 
unemployment  claims  rose  by  1.5%  in  February,  the  third 
consecutive  increase. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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Time  Flies 


Every  minute,  every  hour,  every  day 
around  the  world,  aircraft  powered 
by  CFM56  engines  are  taking  off 
with  record-setting  dispatch  relia- 
bility—better than  99.9%.  This  is  per- 
formance so  dependable,  millions 
of  travelers  could  set  their  watches 
by  CFM56-powered  flights. 

What's  more,  CFM56  engines  aver- 
age only  one  visit  to  the  shop  every 
3'/2  years.  And  ten  year  maintenance 
savings  often  climb  to  more  than 
$2  million  per  aircraft. 

In  just  a  few  short  years,  CFM56 
has  become  a  best  seller  in  the  world 
of  turbofans  and  a  choice  for  the 
newest  generation  of  aircraft.  Time 
flies  when  you  are  turning  in  a  remark- 
able performance. 


cf  m  Q  international 


t  JOINT  C0MPAN1  OF  SNEf  M 


You  don't  have  to 
speak  a  word  of  Korean 
to  appreciate  the  body 
language. 

It's  a  new  car  from 
Daewoo  Motors.  Built  in 
Seoul.  Gearing  up  for 
the  U.S.  in  1987. 

Already,  a  long 
line  of  buses,  trucks 
and  sedans  are  driving 
home  the  Daewoo  name. 
(We  make  the  parts  that 
power  them  too.) 

And  there's  more 
to  Daewoo  than  what 
meets  the  road. 
Microchips  and  microwaves. 
Robotics  and  aeronautics. 
Subway  lines  and 
oceanliners. 

For  the  full  picture, 
call  212-909-8200. 
And  keep  your  eyes  on 
the  road  for  Daewoo's 
'87  compact.  It  could 
be  your  perfect 
Seoul  mate. 


Forbes 


Congress  has  found  a  new  way  to  spend  more  on  social  pro 
grams  without  raising  taxes.  Bad,  inflationary  news  for  busi 
ness — and  bad,  too,  for  consumers. 

Put  up  the 
price  of  beans 


By  Janet  Novack 
and  Howard  Banks 

WHEN  A  PROFLIGATE  runs  OUt 
of  money,  the  first  thing  he 
does  is  borrow  somebody 
else's.  The  second  thing,  once  the 
credit  well  runs  dry,  is  figure  out  how 
to  spend  somebody  else's.  Congress  is 
now  moving  on  to  stage  two. 

Congress  is  itching  to  give  voters  a 
fat,  fresh  package  of  social  benefits — 
expanded  health  care,  heftier  pen- 
sions, extended  benefits  for  families 
with  children,  just  for  starters.  But 
how  to  pay  for  it?  Raise  taxes?  Don't 
be  silly — that's  a  sure  path  to  retire- 
ment for  a  politician  these  days.  Bor- 
row the  money?  Not  with  a  $174  bil- 
lion budget  deficit.  But  there  seems  to 
be  a  way  out,  and  you  can  expect  a 
Democratic  Congress  to  take  it:  Sock 
business  with  the  bill  for  the  new 
social  spending.  That's  not  a  tax.  It's 
just  a  legal  obligation. 

In  Washington  they  already  have  a 
name  for  this  new  spending  strategy: 
"mandated  benefits."  It  means  that 
when  the  Congress  votes  for  a  new 
social  program,  it  simply  orders  that 
the  cost  be  picked  up  by  employers. 

"The  trend  is  inevitable,"  says  Sen- 
ator Dan  Quayle  (R-Ind.),  a  member 
of  the  Labor  &.  Human  Resources 
Committee.  "The  government's 
bankrupt.  Even  liberal  Democrats  see 
they  can't  do  things  the  old-fashioned 
way  and  just  create  a  government  pro- 
gram. Now  politicians  have  come  up 
with  a  new  form  of  government — 
mandated  benefits." 


The  odd  thing  is  that  this  comes  at 
a  time  when  it  is  also  fashionable  in 
Washington  to  worry  that  American 
business  is  losing  its  global  competi- 
tive edge.  Certainly,  loading  corpora- 
tions with  the  added  costs  of  new 
social  programs  will  not  enhance  U.S. 
industrial  competitiveness.  On  the 
contrary,  it  is  an  almost  guaranteed 
way  to  weaken  this  competitiveness. 
More  than  that,  the  effect  on  the 
economy  can  only  be  inflationary. 
Prices  will  edge  ever  upward  as  com- 
panies stuck  with  the  bill  for  these 
social  programs  either  pass  the  cost 
on  to  consumers  or  go  out  of  business. 

The  whole  situation  reminds  one  of 
a  raffish  Clark  Gable  in  Hanky  Tonk  as 
he  smiles  suavely  and  explains  to 
some  local  business  people  how  easy 
it  will  be  for  them  to  pay  the  taxes  to 
cover  the  cost  of  the  "protection  ser- 
vice" he  offers.  "Tell  'em  to  put  up 
the  price  of  beans,"  he  says.  And,  pre- 
sumably, pass  it  on  to  consumers.  No- 
body pays,  but  everybody  pays. 

Is  this  just  a  liberal  ploy,  certain  to 
be  resisted  by  conservatives  and  mid- 
dle-of-the-roaders ?  Unfortunately 
not.  President  Reagan  himself  has  en- 
dorsed the  controversial,  and  obvious- 
ly expensive,  proposal  by  Health  &. 
Human  Services  Secretary  Otis  Bow- 
en  to  provide  so-called  catastrophic 
health  care  insurance  to  those  over 
65.  At  first  this  would  be  funded 
through  Medicare,  with  a  nomi- 
nal $4.92  monthly  fee  paid 
by  the  persons  covered. 
But  it  is  clear  already  £ 
that  such  a  payment  A 


will  never  cover  the  costs  of  even 
bare-bones  program. 

Nevertheless,  the  White  House  on 
viously  sees  this  as  a  political  god 
send — an  issue  so  emotional  that  nd 
body  could  vote  against  it.  The  pro 
posal  already  has  strong  bipartisaj 
support.  Once  Ronald  ReagaJ 
"blessed"  it,  even  conservatives  ha< 
to  jump  on  board,  says  Dallas  Salis^ 
bury,  president  of  the  Employee  Benq 
fit  Research  Institute.  As  Senate  Mi 
nority  Leader  Robert  Dole  (R-Kans 
told  Time  magazine,  Republicans  hav 
to  "reassert  we  are  a  sensitive,  com 


)  J  k 

v  f  c 


32 


FORBES,  APRIL  6,  1987 


passionate,  caring  party." 

Congress  watchers,  therefore,  fig- 
are  that  some  kind  of  catastrophic 
health  care  for  the  over-65s  will  be 
approved  this  year.  It's  also  likely  that 
employers  will  be  pushed  to  provide 
similar  coverage  for  the  under-65s 
through  federal  tax  law  incentives, 
state  mandates  or  both — actions  Sec- 
retary Bowen's  plan  promotes.  At  the 
least,  for  example,  Congress  will 
probably  disallow  any  health  care  tax 
deduction  to  employers  who  do  not 
J  'voluntarily"  provide  for  catastrophic 
overage  for  their  employees.  "We 
should  require  catastrophic  benefits 
in  return  for  a  tax  deduction  on  their 
lealth  plans,"  says  Representative 
Willis  Gradison  Jr.  (R-C«hio),  a  key 
member  on  the  important  House 
Ways  &.  Means  Committee. 

Notice  how  it  happens.  Congress 
/otes  a  new  health  plan,  catastrophic 
:are  in  this  case,  but  hasn't  the  cour- 
age to  face  up  to  its  true  costs.  Then, 
is  catastrophic  coverage  expands, 
Dusiness,  through  tax  law  changes 
ind  state  legislation,  gradually  gets 
stuck  with  the  bill.  And  catastrophic 
:are  is  just  a  fragment  of  a  broader 
Dicture.  "It  is  indeed  a  slippery  slope" 
:hat  we  are  already  on,  warns  Rex 
Adams,  vice  president  for  employee 
relations  of  Mobil  Oil  Corp.  And 


though  it's  been  little  noticed,  the 
first  steps  down  this  treacherous  in- 
cline were  taken  last  year,  in  items 
tucked  neatly  away  in  two  budget 
bills  and  into  tax  reform. 

One  big  step,  taken  in  the  Consoli- 
dated Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (actually  passed  in 
1986,  for  technical  reasons),  and 
known  as  Cobra,  forces  employers 
with  more  than  20  workers  to  offer 
employees  who  are  laid  off  or  who 
leave  (including  retirees  not  eligible 
for  Medicare,  and  also  including  fired 
AIDS  sufferers)  the  option  to  stay  in 
the  company  group  health  plan  for  up 
to  18  months.  In  addition  to  an  aver- 
age premium,  the  employee  pays  only 
a  2%  surcharge  for  administrative 
costs.  The  result?  Employers  are  sad- 
dled with  higher  health  insurance 
bills,  compounded  because  most  of 
those  who  will  take  advantage  will  be 
relatively  older  and  sicker  people, 
whose  cost  to  the  company's  plan  is 
likely  to  be  well  above  average. 

There's  yet  more  bite  to  this  Cobra: 
If  an  employee  dies  or  divorces,  his 
widow/ex  and  their  dependents  can 
now,  thanks  to  Cobra,  continue  in  the 
group  plan  for  three  years. 

Congress  also  decreed  last  year  that 
employers'  health  insurance  plans 
should  pick  up  the  bill,  before  Medi- 
care kicks  in,  for  all  over-65  workers, 
plus  workers'  disabled  dependents. 
Some  of  this  was  limited  to  those 
employing  over  100  people,  but 
watch  for  Congress  to  shove 
that  limit  downward  as  it 
gets    the   hang  of 
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these  new  pass-the-buck  strategies. 

How  costly  can  some  of  this  be?  No 
one  really  knows.  But  the  General 
Accounting  Office  has  estimated  the 
cost  of  a  small  part  of  one  program.  It 
figured  the  government  could  palm 
off  some  $2.9  billion  over  five  years 
just  by  shifting  to  companies  the 
health  care  bills  for  disabled  spouses. 

The  cost-shifting  from  government 
to  business  is  already  well  under  way. 

•  Item:  Last  year  Congress,  in  reau- 
thorizing Superfund  to  clean  up  toxic 
waste,  said  for  the  first  time  that  all 
industries,  whether  they  pollute  or 
not,  should  help  pay  for  it  through  a 
corporate  profits  tax. 

•  Item:  Corporate  America  has 
been  handed  the  responsibility — and 
cost — under  the  new  Immigration  Re- 
form and  Control  Act  of  1986,  of  play- 
ing "policeman"  and  checking  for  il- 
legal immigrants. 

•  Item:  Corporations  already  have 
extensive  interest  and  dividend  re- 
porting responsibilities,  ordered  by 
Congress  to  help  the  Internal  Reve- 
nue Service  catch  tax  cheats. 

•  Item:  Banks  must  report  all  cash 
transactions  over  a  certain  size  in  the 
government's  attempt  to  crack  down 
on  money  laundering  by  drug  smug- 
glers and  other  crooks. 

But  there  is  little  doubt  that  health 
care  is  this  year's  Big  Issue.  Listen  to 
Senator  Edward  Kennedy  (D-Mass.): 
"The  time  has  come  to  require  all 
businesses  in  America  to  offer  health 
insurance  to  all  their  workers  and 
their  dependents,  as  a  condition  of 
doing  business."  By  May,  he  plans  to 
introduce  a  legislative  package,  simi- 
lar to  the  minimum  wage  that  has 
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applied  since  1938,  that  will  require  a 
minimum  health  insurance  plan. 

His  concern,  which  is  gaining  bipar- 
tisan support  on  the  Hill,  is  that  one 
of  the  biggest  health  care  problems 
facing  the  U.S.  is  that  there  are  around 
35  million  people  under  65  without 
medical  insurance.  Of  that  35  million 
(which  includes  11  million  children 
18  or  under),  two-thirds  are  in  fam- 
ilies with  at  least  one  full-time  work- 
er, with  three  out  of  four  of  these 
earning  less  than  $10,000  a  year.  But 
even  those  relatively  low  wages  are 
too  high  (cutoff:  about  $5,500  a  year 
for  a  family  of  four)  for  them  to  be 
eligible  for  Medicaid.  That  means 
they  either  go  without  normal  medi- 
cal treatment  or  are  treated  as  charity 
cases  in  local  hospitals.  Of  course,  the 
cost  of  this  is  already  paid  indirectly 
by  those  companies  that  do  carry 
medical  insurance  (see  "What's  Ahead 
for  Business, "p.  27). 

The  details  of  Kennedy's  initiative 
are  still  being  worked  out,  but  a  draft 
would  require  insurance  for  all  those 
working  over  17  lA  hours  a  week,  with 
employers  picking  up  80%  of  the  pre- 
miums. Small  employers  (those  with 
25  workers  or  less)  would  have  to  buy 
plans  developed  by  the  feds.  Some 
states  already  have  risk  pools  for  peo- 
ple who  can't  get  insurance,  and  Con- 
gress could  well  push  states  to  estab- 
lish pools  for  all  uninsured. 

Funding  for  all  this?  A  surcharge  on 
company  health  insurance  premiums. 
Bear  in  mind  that  the  average  employ- 
er-provided scheme  already  costs  an 
estimated  $1,460  average  per  year  per 
worker,  with  a  fourth  of  employers 
paying  $2,000  or  more,  according  to  a 
survey  by  the  Wyatt  Co. 

Certainly  not  all  of  the  plans  buzz- 
ing around  Washington  will  be  passed 


into  law  this  year  or  even  next.  But  a 
lot  more  than  is  yet  realized  probably 
will.  In  the  health  care  area,  a  likely 
candidate  is  what  is  being  called 
"family  leave."  Bills  already  in  both 
House  and  Senate  would  allow  work- 
ers to  take  18  weeks  unpaid  leave  on 
the  birth  of  a  child  or  to  tend  to  a 
seriously  ill  family  member  and  26 
weeks  for  their  own  medical  prob- 
lems. Employers  with  15  or  more 
workers  would  have  to  keep  the  same 
or  a  similar  job  open  and  continue  to 
pay  their  employee's  health  benefits 
while  the  employee  was  on  leave. 

These  bills  also  call  for  studying  the 
idea  of  converting  this  to  paid  leave. 
"Since  those  in  the  greatest  need  will 
be  least  able  to  afford  to  take  the  leave 
unpaid — and  therefore  follow-up 
studies  will  show  the  legislation  'isn't 
working' — it's  inevitable  that  politi- 
cians will  want  to  convert  it  to  paid 
leave,"  says  Dirk  Van  Dongen,  presi- 
dent of  the  National  Association  of 
Wholesaler-Distributors. 

But  health  care  is  not  the  only  area 
where  Congress  is  raising  costs  for 
American  business.  Pension  plans  is 
another.  One  of  last  year's  budget 
bills,  for  example,  required  companies 
to  continue  paying  into  pension  funds 
for  those  over  65.  Now  that  manda- 
tory retirement  at  age  70  has  been 
banned,  that  could  become  an  expen- 
sive proposition  indeed.  Other 
changes,  tucked  into  tax  reform,  force 
employers  to  vest  pension  benefits 
earlier  and  give  all  workers  similarly 
generous  pension  schemes — that  is, 
plans  can't  favor  highly  paid  manag- 
ers too  much.  For  employers  with 
high  turnover,  as  in  retailing,  early 
vesting  could  raise  pension  costs  by 
an  astonishing  45%,  estimates  bene- 


fits expert  Dallas  Salisbury. 

This  Congress,  too,  watch  for  ei 
forts  to  make  pensions  transferabl 
when  a  worker  changes  jobs.  There's 
name  for  that:  portability.  Even  th 
Labor  Department  is  studying  ports 
bility — which,  taken  to  a  logical  polii 
ical  conclusion,  could  end  up  as 
mandatory  national  pension  schema 
costing  perhaps  3%  to  4%  of  gros 
wages,  which  will  likely  be  split  be 
tween  worker  and  employer,  with  th 
split  biased  against  the  employer. 

Increasingly  popular  proposals  tha 
would  force  employers  to  give  thei 
workers  extended  advance  notice  q 
plant  closings  or  major  layoffs  coul 
also  boost  labor  costs  significantly 
Many  House  members  have  long  sup 
ported  the  idea,  and  now  the  Senate 
led  by  Kennedy,  is  coming  on  board., 

Job  retraining  programs,  paid  fc 
with  a  payroll  tax — or,  less  likely, 
surcharge  on  imports — could  also  b 
in  the  cards.  A  Labor  Department  tas 
force  came  close  late  last  year  to  recj 
ommending  such  a  funding  scheme  t 
President  Reagan.  The  Administra 
tion  decided,  for  now,  to  pay  for  rej 
training  out  of  general  funds.  Clearl 
under  way,  nevertheless,  is  a  switcj 
to  more  interventionist  labor  policies 

In  the  real  world,  unfortunately,  J 
is  hard  for  a  major  company,  whic 
usually  already  gives  generous  bene 
fits,  to  oppose  such  legislation  with 
out  appearing  to  be  the  worst  kind  c 
Scrooge.  Small  business,  on  the  othe 
hand,  has  a  different  set  of  problems 
Put  simply,  it  can't  afford  the  largesse 

And  even  big  business  will  find  it 
international  competitiveness  de 
creased,  for  Congress  has  yet  to  fac 
the  fact  that  anything  that  raises  th 
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cost  of  making  things  in  the  U.S.  costs 
some  U.S.  workers  their  jobs.  This  is  a 
cruel  fact  of  economic  life,  and  legis- 
lation can't  repeal  it. 

Congress  would  do  well  to  ponder 
what  has  happened  in  Western  Eu- 
rope. There  the  social  welfare  system 
is  comprehensive,  truly  cradle  to 
grave,  but  the  price  has  been  econom- 
ic stagnation.  The  U.S.  has  created  21 


million  new  jobs  since  1976,  while 
Western  Europe  has  created  a  net  of 
none  in  the  same  period. 

Say  this  for  shifting  the  cost  of  so- 
cial services  from  government  to 
business:  It  may  in  the  end  be  less 
costly.  Stuart  Butler,  director  of  do- 
mestic policy  studies  at  the  Heritage 
Foundation,  says:  "I  would  prefer  to 
have  mandates  on  business  to  provide 


health  care  than  to  have  a  national 
health  program.  If  you  go  through  the 
government,  you  get  all  the  political 
and  bureaucratic  costs.  Business  is 
better  at  controlling  costs." 

But  a  Congress  that  is  permitted  to 
spend  money  without  going  through 
the  pain  of  having  to  raise  the  money 
is,  to  put  it  mildly,  a  Congress  that  is 
out  of  control.  ■ 


J  Remember  the  1981  Patco  strike?  Now  air 
traffic  controllers  across  the  country)  are 
organizing  again. 


Talking  union 


By  John  Merwin 


A" 


kamikaze  strike  in  1981  de- 
stroyed the  Professional  Air 
Traffic  Controllers  Organiza- 
tion. Its  11,000  striking  members 
were  fired,  with  wide  support  from  an 
American  public  outraged  by 
.rapacious  wage  and  pension 
demands  made  by  controllers 
earning  up  to  $46,700  a  year. 
■  After  the  firings,  Patco  was  de- 
:ertified  as  a  bargaining  unit 
ind  hasn't  been  heard  from 
since. 

But  you  will  soon  be  hearing 
:rom  a  new  air  controllers' 
anion,  the  National  Air  Traf- 
fic  Controllers  Association, 
wow  organizing  with  the  back- 
ing of  the  AFL-CIO.  The  un- 
Hion's  election  petition,  bearing 
I' signatures  from  nearly  half  of 
J;:he  Federal  Aviation  Adminis- 
tration's controllers,  already 
jbas  been  certified  by  the  Fed- 
ijpral  Labor  Relations  Author- 
ji.ty.  In  a  few  weeks  controllers 

Jltvill  vote  on  whether  to  make   

J  jthe  union  their  bargaining  agent.  If 
:he  movement  is  successful — and 
l  udging  by  the  petition  drive,  its 
i  :hances  seem  good — by  late  summer 
:  :he  FAA  will  again  be  bargaining  with 
i  i  controllers'  union. 

What's  going  on  here?  More  than 
balf  of  the  current  crop  of  controllers 


replaced  strikers  fired  after  the  1981 
walkout.  Presumably,  they  didn't 
start  out  disposed  to  unionism.  Yet 
many  new  controllers  are  falling  in 
step  with  the  new  union's  national 
coordinator,  John  Thornton,  a  former 
Patco  local  leader  who  lost  his  job  and 


Congestion  at  Chicago 's  O  'Hare  ait-port 
"Had  the  FAA  done  better  " 


spent  ten  days  in  jail  for  striking.  Has 
nothing  been  learned  since  1981  by 
the  controllers  or  by  the  FAA? 

Coordinator  Thornton  has  clearly 
learned  a  thing  or  two.  "Our  members 
would  think  we  were  crazy  if  we 
called  a  strike,"  he  says.  "The  first 
thing  we  learned  from  Patco  is  that  a 
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strike  by  federal  workers  is  illegal. 
History  proved  Patco  wrong.  Natca's 
constitution  sgys  that  we  will  use 
only  'lawful  means'  to  better  the  con- 
troller's job.  That  means  no  strikes, 
no  slowdowns." 

With  an  experienced  controller  now 
making  nearly  $60,000  a  year  before 
overtime,  what  does  the  new  union 
want?  In  contrast  to  1981,  when  the 
union's  noisy  demands  all  smacked  of 
money,  controllers  now  say  they 
want  a  larger  voice  in  the  air  control 
system,  which  means  anything  from 
directly  lobbying  Congress  for  appro- 
priations to  taking  a  hand  in  estab- 
lishing controller  work  rules. 

Take  controller  Steve  Bell,  34,  who 
works  traffic  out  of  the  busy  Terminal 
Radar  Control  Facility  in  Westbury, 
N.Y.  For  the  last  several  years  Bell  has 
been  working  a  lot  of  six-day  weeks. 
He'd  rather  skip  the  overtime  pay  and 
have  two  days  off  with  his  family.  The 
problem:  The  FAA  hasn't  trained 
enough  fully  qualified  controllers  to 
eliminate  heavy  overtime  at  its  busi- 
ure Group  est  centers,  such  as  New  York. 
The  alternative  is  to  rotate  out 
of  New  York,  to  a  less  de- 
manding center.  But  Bell  says 
the  shorthanded  FAA  won't 
let  him.  In  response,  he  says, 
"FAA  management  tells  us 
things  like,  'If  you  don't  like  it, 
quit  the  job.  They're  hiring  at 
Burger  King.'  " 

What  has  the  FAA  learned? 
Not  much,  to  judge  by  a  1986 
General    Accounting  Office 
survey.  The  report  documents 
broad  dissatisfaction  among 
controllers  and  their  supervi- 
sors, not  because  of  money  is- 
sues, nor  even  because  of  the 
once  much  talked  about  issues 
of  job  stress  and  burnout.  The 
problem,  the  GAO  study  says, 
  is  the  administration's  inabil- 
ity to  deal  successfully  with  its  em- 
ployees on  a  human  level,  day  in  and 
day   out.    (The   same  shortcoming 
turned  up  last  year  in  an  FAA  ques- 
tionnaire of  its  own  employees.)  The 
GAO  survey  finds  that  employees  and 
first-line  supervisors  think  that  the 
administration  is  paying  little  more 
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than  "lip  service"  to  their  concerns. 

For  the  FAA's  part,  Assistant  Ad- 
ministrator Stephen  Hayes  points  out 
that  since  1982  annual  takeoff s  and 
landings  at  FAA  airports  have  in- 
creased 25%,  to  12.5  million,  making 
recovery  from  the  strike  doubly  diffi- 
cult. Hayes  also  notes  that  the  admin- 
istration finally  has  moved  into  the 


By  Thomas  Jaffe 

When  R.H.  Macy  &  Co.  went 
private  last  year  through  a 
leveraged  buyout,  it  put  three 
shopping  centers  up  for  sale  to  help 
finance  the  transaction.  The  winning 
bidder  at  $364  million?  Frank  Lowy's 
Westfield  Group  of  Australia. 

Recently  Rupert  Murdoch's  News 
Corp.  Ltd.  sold  a  slew  of  Australian 
media  properties  to  comply  with  new 
ownership  rules  Down  Under  and  to 
help  fund  its  $1.5  billion  acquisition 
of  Melbourne-based  Herald  &.  Weekly 
Times  Ltd.  The  winning  bidder  for 
$560  million  of  assets:  Westfield. 

Just  who  is  this  Lowy,  and  how  did 
he  come  by  this  kind  of  money? 

Born  in  Czechoslovakia — many 
Australian  tycoons  are  foreign-born — 
he  came  to  Australia  from  Israel  in 
1952  and  ran  a  delicatessen  with  his 
Hungarian-bom  partner,  John 
Saunders.  By  1958  they  had  stopped 
slicing  cold  cuts  and  opened  their  first 
small  shopping  center  in  the  heart  of 
Sydney's  western  suburbs,  where 
many  immigrants  were  settling. 

"The  growth  was  phenomenal," 
says  56-year-old  Lowy  in  heavily  ac- 
cented English.  "We  were  there  and 
took  advantage  of  the  opportunities." 
They  got  ideas  from  the  U.S.,  which 
he  and  Saunders  visited  in  the  late 
Fifties.  "You  keep  your  eyes  and  ears 
open,"  says  Lowy.  "You  see  what's 


installation  phase  of  a  $12  billion  cap- 
ital program  that  will  sharply  im- 
prove the  system  and  the  jobs  of  those 
who  run  it. 

Nonetheless,  it's  likely  too  little 
too  late — the  FAA  appears  headed  for 
another  union.  At  best,  that  means 
the  FAA's  surrendering  some  author- 
ity to  outside  arbitration  processes. 


Jim  Sheldon 


Frank  Louy  of  Westfield  Holdings 
Nothing  if  not  resourceful. 


happening  in  the  world." 

Westfield  Holdings  Ltd.,  the  comer- 
stone  of  his  empire,  now  owns  and/or 
manages  26  shopping  centers  in  the 
U.S.  and  Australia,  valued  at  $2  bil- 
lion. The  Lowy  family  owns  almost 
50%  of  the  23.8  million  shares — in 
1984  Lowy  bought  the  balance  of 
Saunders'  stock — making  the  family 
worth  around  $300  million. 

Westfield  also  has  an  investment 
arm  called  Westfield  Capital,  50% 
publicly  owned,  through  which  the 
Murdoch  deal  is  being  done. 

Lowy  is  nothing  if  not  resourceful. 
With  Australian  interest  rates  15%  to 


At  worst,  it  raises  the  specter  of  i 
Patco,  the  once  constructive  union 
that  in  its  thirteenth  year  went  awry 
Did  this  have  to  happen  only  five 
years  after  the  strike?  Says  Natca  or] 
ganizer  John  Thornton,  "Had  the  FA/j 
done  better  in  the  last  five  years,  we 
would  not  be  talking  about  a  union 
today."  ■ 


16%  and  real  estate  yields  9%  to  10% 
a  property  can't  be  profitably  financec 
by  debt.  So  Westfield  has  turned  tc 
equity.  That's  why  it  formed  a  public 
ly  traded  REIT  in  1979,  for  which  r 
manages  shopping  centers.  And  it's  s 
partner  in  private  property  trusts  anc 
runs  other  centers  under  long-tern 
master  leases. 

Having  outgrown  the  relatively 
small  Australian  scene,  Lowy  has 
turned  to  the  U.S.,  where  Westfielc 
already  has  eight  centers — mcludinj 
Westside  Pavilion  in  Los  Angeles. 

And  now  newspapers  and  broad 
casting.  Last  fall  Westfield  Capita 
paid  $30  million  for  a  friendly  20% 
stake  in  Northern  Star  Holdings  Ltd. 
a  small  Australian  regional  broadcast 
er  and  publisher.  It  will  be  the  vehiclt 
for  the  radio  and  television  station 
and  newspapers  just  procured  from 
Murdoch.  Star  will  get  the  money  t< 
pay  for  the  parcel  primarily  from  equii 
ty  offerings,  leaving  it  debt-free.  In  th< 
process,  Westfield  also  will  raise  it 
stake  in  Northern  Star  to  50% . 

Meanwhile,  Star  is  selling  back  t« 
Murdoch  a  15%  interest  in  Murdoch' 
two  former  TV  stations  and  a  \S°A 
stake  in  Star's  own  two  TV  stations 
Price:  $95  million.  This  way  Murdoc] 
can  keep  his  hand  in  Australian  TV- 
something  he  had  been  barred  fron 
doing  as  a  majority  owner  since  be 
coming  a  U.S.  citizen  in  1985.  Th 
four  stations  will  constitute  a  join 
venture,  with  Northern  Star  ownin 
75%,  News  Corp.  15%,  and  the  re 
maining  10%  yet  to  be  sold. 

Lowy's  goal?  To  build  Australia' 
third  commercial  TV  network.  Th 
former  Murdoch  stations,  in  Sydne 
and  Melbourne,  reach  over  40%  of  th 
nation's  viewers.  The  new  group  wil 
reach  over  half.  Look  for  more  affili 
ates  to  join  and  for  another  broadcast 
er  to  buy  the  remaining  10%  interesl 

The  link  with  Murdoch  shoul 
yield  dividends.  The  group  will  ge 
first  crack  at  programming  from  Mui 
doch's  Twentieth  Century  Fox  Film- 
presumably  at  reduced  prices.  In  run 
ning  its  Australian  TV  properties,  i 
can  draw  on  Murdoch  and  his  TV  e> 
ecutives,  who  are  developing  a  fourt 
U.S.  network.  (See  story,  p.  140.)  It's 
small  world,  and  getting  smaller.  ■ 


Meet  Frank  Lowy,  Australian.  He  buys  tele- 
vision properties  from  Rupert  Murdoch, 
shopping  centers  from  R.H.  Macy  and  . . . 
well,  whafve  you  got? 

"You  keep 
your  eyes 

and  ears  open" 
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While  most  developing  countries  suffer 
from  too  little  foreign  exchange,  Taiwan 
has  been  earning  far  too  much.  So  the 
developing  countries  are  damned  if  they 
do  and  damned  if  they  dont. 


Liquidity  trap 


By  Andrew  Tanzer 


W 


HEN        CONGRESSMEN  get 

around  to  drafting  protec- 
tionist legislation  this  year, 
Taiwan  will  probably  be  one  of  their 
chief  targets.  Last  year  the  island  na- 
tion amassed  a  $16  billion  trade  sur- 
plus with  the  U.S.  Foreign  exchange 
reserves  are  $51  billion,  and  piling  up 


at  a  rate  of  $2  billion  a  month. 

But  too  much  of  a  good  thing  brings 
trouble,  just  as  too  little  does.  Under 
the  island's  strict  foreign  exchange 
controls,  the  central  bank  buys  all 
dollars  and  other  currencies  earned  in 
foreign  trade  from  exporters,  and  sells 
them  local  currency,  New  Taiwan 
(NT)  dollars.  This  risks  importing  in- 
flation by  expanding  the  local  money 


Too  much  of  a  good  thing? 


Belying  the  late  General  Chiang  Kai-shek's  smile,  Taiwan  faces  an  excess 
liquidity  crisis.  As  the  trade  surplus  grows,  foreign  exchange  reserves 
surge,  creating  new  demand  for  the  New  Taiwan  dollar.  Savings,  mean- 
while, remain  high,  despite  plunging  interest  rates. 


supply,  which  has  been  growing  at  a 
frightening  50%  annual  rate  in  recent 
months.  So  far  inflation  has  been  kept 
below  3%.  But,  worries  Liang  Kuo- 
shu,  the  urbane  chairman  of  Chang 
Hwa  Commercial  Bank,  pointing  to 
the  growth  of  the  money  supply: 
"This  is  a  very  bad  sign  if  you  believe 
Milton  Friedman." 

The  Taiwan  government  does  be- 
lieve Milton  Friedman,  does  fear  in- 
flation and  does  want  to  hold  money 
supply  growth  within  limits.  But  it 
also  wants  to  export,  a  necessity  to  a 
resource-poor  small  nation.  To  en- 
courage exports,  the  government  has 
held  appreciation  of  the  NT  dollar  to 
an  artificially  low  15%  since  the  Sep- 
tember 1985  Group  of  Five  meeting. 
But  this  undervaluation  of  the  curren- 
cy only  makes  matters  worse,  since  it 
encourages  foreign  capital  to  flow 
into  the  economy  on  the  speculation 
that  U.S.  pressure  will  force  up  the 
NT  dollar.  Taiwanese  are  emptying 
their  bank  accounts  in  Monterey 
Park,  Calif.,  long  a  capital  flight  ha- 
ven, and  bringing  the  money  back  to 
the  island.  Most  small  developing 
countries  suffer  from  the  flight  of  do- 
mestic capital.  Taiwan  suffers  from 
its  repatriation:  Economists  estimate 
the  speculative  net  capital  inflow  has 
been  $4  billion  to  $8  billion  over  the 
past  year. 

Capital  investment,  relatively 
weak  on  an  island  that  lives  in  fear  of 
invasion  by  Peking,  has  been  weaker 
than  usual:  just  16%  of  GNP  last  year. 
Many  Taiwanese  economists  want 
the  government  to  stimulate  the 
economy  by  investing  some  of  the 
foreign  reserves  at  home,  instead  of 
financing  the  U.S.  deficits  by  buying 
U.S.  government  securities.  Unfortu- 
nately, the  foreign  reserves  mountain 
has  grown  so  high  in  relation  to  the 
size  of  the  economy  that  spending 
very  much  of  it  could  ignite  inflation. 

Thus  the  Taiwanese  find  them- 
selves caught  in  a  dangerous  liquidity 
trap:  Low  returns  on  capital  discour- 
age investment  and  encourage  more 
savings,  which  feeds  back  to  further 
dampen  investment.  So  liquid  is  the 
economy  that  the  banks  are  now  of- 
fering lower  interest  rates  for  large 
deposits  than  for  small  ones,  to  dis- 
courage new  deposits. 

The  central  bank  is  trying  to  soak 
up  excess  liquidity  by  issuing  billions 
of  dollars  worth  of  NT  dollar  certifi- 
cates of  deposit,  T  bills  and  savings 
bonds  to  take  money  out  of  the  econo- 
my. But  how  much  lower  can  interest 
rates,  now  3.75%  on  passbook  sav- 
ings, fall?  Commercial  paper,  where 
the  banks  now  park  much  of  their 
reserves,  pays  a  lower  interest  rate 
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Kick  Smolcn/Woodfin  Camp 


President  Chiang  Ching-kno 
Controls  and  more  controls. 


than  the  government-regulated  rates 
the  banks  pay  for  small-time  deposits. 

So  the  Taiwanese  are  throwing 
their  money  at  the  local  stock  and 
property  markets.  The  Taiwan  Stock 
Exchange  index  has  doubled  since 
mid- 1985  and  sets  new  records  almost 
every  day.  The  average  daily  trading 
volume  of  $100  million  to  $150  mil- 
lion is  20  times  greater  than  at  the 
bottom  of  the  cycle  in  1985.  Stories 
abound  of  taxi  drivers  and  bar  girls 
opening  brokerage  accounts  with 
briefcases  of  cash.  Dangerous?  You 
bet.  What  goes  too  far  up  always  ends 
by  going  too  far  down. 

After  six  dormant  years  the  Taipei 
real  estate  market  is  also  starting  to 
boom.  A  piece  of  land  in  the  business 
district  on  Nanking  East  Road  recent- 
ly fetched  a  record  $723  a  square  foot 
(prime  Manhattan  land,  by  contrast, 
commands  around  $2,000  a  foot,  if 
you  can  find  any).  "A  year  ago  nobody 
wanted  to  buy  it,"  says  Jeffrey  Koo, 
president  of  China  Investment  &. 
Trust  Co.  He  adds:  "All  the  large  com- 
panies with  excess  funds  are  entering 
the  real  estate  market."  Yet  overin- 
vestment in  real  estate  is  the  last 
thing  Taiwan  needs  as  it  struggles 
from  labor-intensive  to  capital-inten- 
sive industries.  In  the  not  too  distant 
future  it  will  need  that  money  to 
automate  its  plants. 

The  best  solution  for  Taiwan's  ex- 
cess liquidity  problem  would  be  for 
the  government  to  liberalize  the  is- 
land's economy,  especially  its  capital 
markets,  which  are  tightly  controlled 
by  the  central  bank.  Let  the  money 
flow  in  freely,  and  let  it  flow  out  free- 
ly, too.  "The  only  way  out  of  this 
mess  is  to  allow  people  to  take  capital 


out  and  spend  it  overseas,"  maintains 
Blair  Pickerell,  manager  of  fardine 
Fleming  Taiwan.  U.S.  negotiators  are 
now  demanding,  for  example,  that  the 
government  open  Taiwan's  tightly 
controlled  insurance  market.  Such 
moves  would  help  the  Taiwanese  as 
much  as  they  would  U.S.  insurers. 

But  history  stands  in  the  way.  Presi- 
dent Chiang  Ching-kuo,  son  of  Gen- 
eralissimo Chiang  Kai-shek,  and 
Prime  Minister  Yu  Kuo-hwa,  once  the 
elder  Chiang's  secretary,  have  long 
memories — maybe  too  long.  They  and 
others  among  Taiwan's  ruling  Kuo- 
mintang  elders  recall  the  capital 
flight,  hyperinflation  and  financial 
chaos  of  the  last  days  of  their  civil  war 
against  Mao  Tse-tung's  Communists. 
They  blame  inflation  and  its  effects 
for  the  fall  of  Chinese  civilization  as 
they  knew  it.  Many  fear  loosening 
control  over  the  island's  financial  sys- 
tem could  lead  to  inflation  and  chaos. 
Instead  of  putting  its  faith  in  a  free 
economy,  the  government  is  intro- 
ducing new  controls  to  fight  problems 
caused  by  controls.  In  March  the  cen- 
tral bank  imposed,  for  the  first  time 
ever,  controls  on  capital  inflow  to 
curb  rampant  currency  speculation. 
Taipei's  efficient  foreign  exchange 
black  market,  run  out  of  jewelry 


By  Peter  Fuhrman 

As  Taiwan's  foreign  exchange 
reserves  accumulate  (see  previ- 
\  ons  story),  the  country's  aging 
Kuomintang  party  leaders  have  a  new 
problem:  what  to  do  with  the  money? 
Keep  it  offshore,  for  one  thing.  And 
out  of  reach  of  their  old  Communist 
enemies  in  Peking,  for  another.  Tai- 
wanese government  officials  privately 
say  that  as  much  as  $45  billion  now 


shops  near  the  train  station,  is  ahead 
discounting  the  inevitable  failure 
these  new  controls:  For  the  first  tin 
in  history,  black  market  rates  for  tl 
U.S.  dollar  are  lower  than  the  offici 
rates.  A  tourist  or  other  speculati 
could  actually  trade  U.S.  dollars  fl 
NT  dollars  at  the  official  rate,  tuj 
around  and  make  a  profit  selling  thoi 
NT  dollars  for  U.S.  dollars  on  tl 
black  market. 

For  the  wealthier  Taiwanese  wr 
want  to  diversify  out  of  NT  dolla 
despite  the  currency's  new  lustc 
bankers  frustrated  by  the  centr 
bank's  rigid  currency  controls  a: 
opening  underground  portfolio  mai 
agement  companies,  often  with  clo: 
ties  to  foreign  investment  banks,  i 
manage  the  local  investors'  flight  ca 
ital  overseas. 

Shocked  by  the  loss  of  their  mail 
land  homeland  to  the  Communist 
the  rulers  of  Taiwan  ran  a  tight  ar 
efficient  economy,  making  the 
small  nation  a  model  for  the  rest  < 
the  world  of  how  to  practice  bootstrg 
economics.  But  times  have  change' 
and  now  the  problem  is:  Will  the  di 
ciplined  rigidity  that  produced  tr 
economic  miracle  prove  a  straitjack< 
at  a  time  when  a  more  relaxed  a] 
proach  is  clearly  called  for?  ■ 


takes  the  form  of  short-term  U.S 
Treasury  bills  and  interbank  CD) 
purchased  through  international  con 
mercial  banks  and  Taiwan's  goverr 
ment-controlled  bank  in  New  Yorl 
the  International  Commercial  Ban 
of  China. 

Then  there  is  an  intriguing  littl 
San  Francisco  bank,  the  Bank  of  Car 
ton  of  California,  whose  assets  hav 
tripled  since  1982,  to  $765  millior 
Forbes  has  learned  that,  starting  i: 


How  does  Taiwan  recycle  its  surging  trad* 
surpluses?  San  Francisco's  little  Bank  o 
Canton  of  California  appears  to  be  playing 
an  intriguing  role. 

The  bank 
of  what? 
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yOU'LL  BE  VCRy  IMPRESSED 

WITH  THE  WAy  THIS 
NO-HEADACHE  COPIER  RUNS. 

OU1L  BE  EVEN  MORE  IMPRESSED 
IF  IT  EVER  BREAKS  DOWN. 


Better  copiers  and  the  industry's  most 
mpressive  service  plan  virtually  eliminate  all 
if  your  most  common  copier  complaints. 

We  think  you'll  say  that  Pitney  Bowes  copiers  are 
ie  best  you've  ever  had. 

We've  made  them  more  dependable,  versatile  Jfl 
nd  simpler  to  operate.  And,  they're  easier  to  fix  uj 
:  anything  ever  does  go  wrong.  « 

We've  even  created  one  of  the  most  extensive  W 
omputer-dispatched  service  staffs  in  the  business. 
)ne  phone  call  puts  you  on-line  with  the  Customer 
.ervice  Support  Center  nearest  your  business.  So  if 
'our  copier  needs  help,  you  get  it.  Almost  immediately. 

There's  more.  We  also  offer  flexible  financing  and 
upplies  and  service  contracts.  Which  means  we  can  cure 
eadaches  for  people  who  use  copiers.  And  for  those 
/ho  pay  for  them. 

For  more  information,  call  1-800-MR.  BOWES 
L-800-672-6937),  ext.  271.  Or  write  us  at  1701  Crosby  St., 
Itamford,  CT  06926-0700. 


flt  Pitney  Bowes 


i)miK  Menuez/PletufC  Group 


Bank  of  Canton  Chairman  H  P.  Chia 

An  interesting  resume  for  the  head  of  a  small  California  bank. 


the  late  1970s,  the  Taiwanese  govern- 
ment assumed  de  facto  control  of  the 
Bank  of  Canton — a  state-chartered 
and  FDIC-insured  bank.  It  is  a  reposi- 
tory for  a  good-size  chunk  of  Taiwan's 
foreign  reserves,  which  are  held  and 
invested  for  the  government.  Many 
believe  that  billions  in  U.S.  Treasury 
securities  are  stashed  inside  the  bank 
in  nominee  names. 

The  Bank  of  Canton  represents  Tai- 
wan in  other  ways.  It  oversees  pay- 
ment for  government  purchases  in  the 
U.S. — reportedly,  grain  and  arms — 
acting  as  agent  on  letters  of  credit 
issued  by  Taiwan  government  banks. 

Charging  fees  or  commissions  for 
its  services  to  Taipei  would  attract 
the  attention  of  U.S.  bank  regulators. 
To  avoid  that,  the  Bank  of  Canton 
appears  to  take  its  payments  in  the 
form  of  low-interest  deposits  from  the 
government.  The  bank  holds  almost 
$200  million  in  time  deposits  from 
foreign  governments,  virtually  all 
from  Taiwan.  Only  one  other  U.S. 
bank,  the  Bank  of  America,  has  more 


long-term  foreign  government  money 
on  deposit.  The  bank  keeps  40%  of  its 
deposits  in  the  Bahamas,  and  most  of 
its  earnings  ($7.9  million  last  year) 
come  from  interest  earned  on  the  Tai- 
wanese government  deposits. 

In  a  tense  interview  with  Forbes, 
Bank  of  Canton's  Chairman  H.P.  Chia 
categorically  denied  that  the  bank  is 
controlled  by  the  Taiwanese  govern- 
ment. According  to  Chia,  the  bank  is 
owned  by  about  40  shareholders — not 
the  Taiwanese  government. 

Established  50  years  ago  in  San 
Francisco,  the  Bank  of  Canton's  early 
history  is  wound  closely  around  the 
legendary  T.V.  Soong,  China's  Har- 
vard-educated minister  of  finance 
during  the  Second  World  War.  One  of 
Soong's  sisters  married  Sun  Yat-sen, 
who  led  the  1911  revolution  that  top- 
pled China's  imperial  monarchy.  An- 
other sister  married  Chiang  Kai-shek, 
whose  Nationalist  army  was  driven 
from  China  to  Taiwan  by  Mao  Tse- 
tung's  Communists  in  1949.  (For  the 
full  story  of  the  amazing  Soongs,  see 


Sterling  Seagrave's  recent  book,  Th 
Soong  Dynasty. ) 

T.V.  Soong  left  China  for  San  Fran 
cisco  in  1947.  He  profited  enormouslj 
from  the  U.S.  Lend-Lease  program  tt 
China,  amassing  a  personal  fortunj 
estimated  at  $300  million.  Soong  cool ! 
over  the  bank  in  1949. 

The  Bank  of  Canton  of  Californi, 
was  run  from  1954  to  1969  by  T.V 
Soong's  younger  brother,  T.A.  Soong  j 
After  T.V.'s  death,  his  heirs  apparent 
ly  sold  controlling  interest  to  loyal 
retainers  and  relatives  of  the  immedi 
ate  Soong  family. 

Then,  in  1979,  the  U.S.  recognize! 
Peking  and  severed  diplomatic  rela 
tions  with  Taiwan.  Suddenly  ban 
ished  from  all  major  international  or 
ganizations,  the  Taiwanese  govern 
ment — led  since  1977  by  Chiang  Kai 
shek's  eldest  son,  Chiang  Chmg 
kuo — feared  that  no  Western  banl 
could  be  wholly  trusted  to  defeni 
Taiwan's  dollar-denominated  re 
serves.  So,  according  to  Forbes'  infor 
mation,  the  party  elders  unofficial!* 
took  control  of  the  Bank  of  Canton.  / 
retired  Taiwanese  foreign  service  offil 
cer  recalls  that  in  1978  the  Taiwanese 
government  circulated  a  highly  classil 
fied  order  instructing  its  North  Amei 
ican  diplomatic  personnel  to  open  ac 
counts  with  the  Bank  of  Canton. 

Bank  of  Canton  Chairman  H.F 
Chia  adds  to  the  mystery.  Chia,  65 
has  for  decades  been  a  close  associat 
of  Yu  Kuo-hwa.  A  venerable  Kuomin 
tang  figure  closely  associated  with  th 
Chiang  family,  Yu  Kuo-hwa  is  nov 
Taiwan's  Premier. 

For  11  years,  Chia  worked  a 
Taiwan's  central  bank,  managing  th 
island's  foreign  exchange  reserves.  Ii 
June  1985  he  turned  up  in  San  Francis 
co  as  head  of  the  Bank  of  Canton 
Chia  has  boasted  that  he  took  the  joi 
at  Chiang  Ching-kuo's  request.  Re 
calls  a  Taiwanese  economic  ministr 
official:  "Chia's  appearance  at  th 
Bank  of  Canton  confirmed  many  peo 
pie's  suspicions  about  the  extent  o 
the  Taiwanese  government's  secre 
control  of  the  bank." 

What  motive  could  the  Kuomin 
tang  have  to  disguise  its  control  o 
Bank  of  Canton?  One  possible  motiv 
is  this:  Full  disclosure  of  Bank  of  Can 
ton's  activities  could  pose  a  problen 
should  Peking  lay  claim  to  Taiwan' 
reserves  someday.  Ditto,  should  th' 
Kuomintang  elders  one  day  neei 
some  unencumbered  capital. 

In  essence,  then,  the  clever  Taiwan 
ese  have  found  a  way  to  combine  th 
privacy  afforded  by  Swiss,  Panamani 
an  and  Luxembourgian  bank  lawi 
with  the  security  provided  by  the  U.S 
Constitution.  ■ 


to 
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Why  do  some  acquisitions  turn  out  badly, 
others  wonderfully  well?  Consider  what 
happened  when  two  different  outfits  each 
bought  part  of  Ziff-Davis  Publishing. 

"Well  get  back 
to  you  on  that" 


By  Richard  Behar 


It  was  little  more  than  two  years 
ago  when  the  Ziff-Davis  Publish- 
ing Co.  put  up  for  sale  some  24  of 
its  magazines.  Twelve  of  the  consum- 
er titles — ranging  from  Skiing  to  Flying 
to  Modern  Bride — were  bought  by  CBS 
Inc.  The  12  trade  titles — horn  Meetings 
and  Conventions  to  Travel  Weekly  to 
Business  and  Commercial  Aviation — 
were  picked  up  by  Rupert  Murdoch. 

Employees  of  the  consumer  maga- 
zines were  certain  they  had  lucked 


out  to  be  going  to  expansive  CBS  in- 
stead of  to  the  cost-conscious  Mur- 
doch group,  but  two  years  later  they 
no  longer  think  so.  Most  top  execu- 
tives have  left  at  the  titles  bought  by 
CBS,  including  half  the  publishers. 
Meanwhile,  the  division's  advertising 
network  is  in  turmoil,  ad  page  growth 
has  flattened  and  operating  profits 
hover  at  a  mediocre  1 1 .6% . 

Murdoch?  Since  1984,  advertising 
pages  are  up  an  impressive  15%  at  the 
trade  magazines  (vs.  less  than  4%  for 
the  CBS  titles),  while  ad  revenues 


have  risen  by  more  than  35%,  to 
estimated  $100  million.  "We  were 
business  within  20  minutes,  and 
say  we  were  completely  organi 
within  30  days,"  says  John  Evans, 
who  is  president  of  the  $410  mill 
(estimated  sales)  Murdoch  Magazi: 
operation. 

Cocky?  Perhaps,  but  not  withi 
reason.  The  lean  Murdoch  team  1 
bought  an  unglamorous  yet  hig 
profitable  group  of  magazines  w 
good  growth  prospects — and  pro 
smart  enough  not  to  tamper  with 
hands-off  management  style  their  e 
tors  and  publishers  had  grown  usee 
under  Ziff-Davis.  At  CBS,  by  contn 
executives  attempted  to  superimpi 
a  corpocracy  culture  on  the  Ziff  pul 
cations,  with  unfortunate  results. 

Inside  the  broadcast-domina 
CBS,  magazine  publishing  had  alw; 
been  regarded  as  a  corporate  back\ 
ter.  By  1984  CBS  itself  was  un 
takeover  attack  and  shedding  ope 
tions  rapidly  to  raise  cash  for  a 
fense.  Surveying  the  situation, 
magazine  division  president,  Pe 
Diamandis,  55,  sensed  that  he  had  1 
one  choice:  either  build  up  his  p 
lishing  operation  rapidly  or  risk  h 
ing  the  whole  division  sold  out  fr< 
under  him. 

When  the  Ziff-Davis  publicatio 
with  their  estimated  25%  operat 


Murdoch  Magazines  President  John  Evans 

"Well  probably  wind  up  owning  CBS  one  day. 
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Cut  your  taxes 

Send  for  your  free  Merrill  Lynch  Investor's 
fax  Calendar  for  1987. 


r  t  this  time  every  year,  you  probably 
jiake  the  same  resolution:  never  to 
:i  niggle  over  taxes  again, 
pi  Merrill  Lynch  is  ready  now  to  help 
jjiake  that  resolution  stick  with  a  free 
vestor's  Tax  Calendar  for  1987.  It's 
i  led  with  effective  strategies  for 
Meeting  all  your  financial  goals, 
lonth  after  month. 

For  cutting  taxes  right  now,  Merrill 
/nch  suggests  you  consider  the 
any  proven  plans  that  offer  long- 
rm,  tax-saving  benefits.  IRAs  and 
ngle  premium  life  insurance  can 
ifer  taxes  on  earnings.  And  the  tax 
ivantages  of  annuities  also  make 
njiem  very  suitable  for  long-term 
tirement  planning. 

10 
at 


□  TAXABLE  GROWTH 
I  TAX-DEFERRED  GROWTH 


$215,892 


$466,096 


$168,561 

10  YEARS  20  YEARS 

THE  ADVANTAGES 
OF  TAX-DEFERRED  GROWTH 

Graph  compares  the  tax  advantages  of  a 
$100,000  life  insurance  premium  with  a 
$100,000  taxable  deposit  for  an  individual 
in  a  33%  marginal  tax  bracket,  assuming 
an  8%  net  annual  interest  rate  on  each. 


1987  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc  Member  SI  PC 


For  tax-free  income,  look  into  mu- 
nicipal bonds— and  mutual  funds  or 
unit  investment  trusts  that  invest  in 
municipal  securities. 

And  you  don't  have  to  go  it  alone. 
Ready  to  assist  you  is  a  Merrill  Lynch 
Financial  Consultant  who,  along  with 
your  tax  advisor,  will  help  you  tailor  a 
plan  that  may  reduce  your  individual 
or  business  taxes. 

To  receive  your  free  calendar, 
mail  the  coupon  below.  Or  call  toll 
free,  1-800-637-7455,  Ext.  6163,  week- 
days 8:30  am  to  12  midnight  EST.  Or 
call  your  local  Merrill  Lynch  office. 

Talk  to  a  Merrill  Lynch  Financial 
Consultant  today.  Then  start  cutting 
taxes  all  year  long. 

Now  is  no  time 
to  go  it  alone. 

Call  1-800-637-7455, 
Ext.  6163  today! 


Mail  to:  Merrill  Lynch, 

Pierce,  Fenner  &  Smith  Inc. 

Service  Center,  P.O.  Box  2021 

Jersey  City,  NJ  07303 
□  Yes.  I'd  like  to  receive  a  free  copy  of 
the  Investor's  Tax  Calendar  for  1987. 

Name  


~1 


Address . 

City  

State  


_Zip_ 


Business  Phone: 
Home  Phone:  


Merrill  Lynch  clients,  please  indicate 
name  and  office  address  of  your 
Financial  Consultant: 


l_ 


Merrill  Lynch 


margins,  came  up  for  sale,  Diamandis 
begged  CBS  to  buy  them.  Recalls  he: 
"I  said,  'Make  a  preemptive  bid,  over- 
pay, I  don't  give  a  damn  what  you  do. 
But  get  them.'  " 

CBS  wound  up  paying  $362  million 
for  the  Ziff  magazines,  reportedly 
$100  million  more  than  the  next  high- 
est bidder.  Since  then  CBS  has  filed 
suit,  claiming  Ziff  misrepresented 
earnings  of  the  magazines.  The  case  is 
still  pending. 

What  did  the  Ziff  executives  dis- 
cover upon  arriving  at  CBS?  Reports 
David  Davis  Jr.,  editor  and  publisher 
of  Car  and  Driver,  who  soon  quit  and 
moved  over  to  Murdoch,  where  he 
now  publishes  a  new  startup  maga- 
zine named  Automobile:  "Here  at  Mur- 
doch, memos  are  frowned  on,  and 
most  decisions  get  made  on  the  tele- 
phone, in  hallways  or  in  the  backs  of 
cars  en  route  to  the  airport.  At  CBS? 
The  corporate  motto  should  have 
been  'We'll  get  back  to  you  on  that.' 
Everyone  was  a  conduit  to  the  next 
guy,  and  no  one  ever  gave  you  a 
straight  answer." 

Then,  pandemonium.  Loews  Chair- 
man Laurence  Tisch  bought  a  big 
block  of  CBS  stock,  ousted  CBS  Chair- 
man Thomas  Wyman  last  autumn 
and  promptly  set  about  slashing  bud- 
gets. Quick  to  go  was  the  company's 
entire   book   publishing  operation, 


along  with  about  40  of  Diamandis' 
magazine  publishing  underlings  and 
an  entire  level  of  publishing  group 
overlords  above  him. 

Diamandis  insists  that  the  bureau- 
cracy is  gone,  but  the  problems  may 
not  be  that  easily  solved.  "Tisch's 
cuts  were  just  a  microcosm  of  the 
problem,"  insists  a  current  top  pub- 
lisher who  reports  to  Diamandis. 
"The  essential  problem  is  still  the 
entrenchment  and  intransigence  of 
the  bureaucracy." 

With  at  least  some  of  the  corporate 
overgrowth  gone,  one  result  has  been 
to  reveal  a  number  of  lurking  conflicts 
between  the  Ziff  people  and  their  new 
CBS  colleagues.  Take  advertising 
strategies,  for  example. 

In  the  early  1960s  Ziff-Davis  pio- 
neered an  advertising  approach  in 
which  individual  publishers  were 
charged  with  selling  special  interest 
advertising  for  their  own  publica- 
tions, while  broad  category  products 
like  liquor,  tobacco  and  cars  were 
handled  by  a  central  sales  team  that 
offered  advertisers  a  menu  of  Ziff 
magazines  in  which  to  buy  discount- 
ed space.  Over  the  years  this  so-called 
network  approach  grew  into  a  major 
profit  center  for  the  Ziff  organization. 

After  the  merger  the  Ziff  network 
was  combined  with  CBS'  own  net- 
work. Employees  have  since  quit  in 


droves.  Whereas  the  Ziff  networ 
alone  brought  in  about  1,100  page 
each  year  before  the  CBS  merger,  th 
combined  networks  now  bring  ii 
about  15%  less. 

Granted,  some  of  the  drop  is  attrib 
utable  to  a  soft  advertising  marke 
generally — but  only  some.  At  Boating 
1986  network  ad  pages  dipped  bekrv 
50  from  as  high  as  220  at  the  time  c 
the  merger — a  stunning  decline. 

Acquisitions  and  mergers  may  loo 
terrific  on  paper,  but  the  trouble  CB 
has  had  in  trying  to  manage  its  nev 
properties  shows  why  such  deals  oi 
ten  don't  work  so  well  in  practice 
The  acquiring  company  too  often  at 
tempts  to  force  its  own  managemen 
style  and  business  attitudes  on  inse 
cure  new  colleagues  who  resent  th 
very  effort.  This,  however,  is  less  of 
problem  with  an  acquirer  like  Ruper 
Murdoch,  whose  own  operations  ar 
so  lean  that  there  is  no  question  o 
imposing  one  bureaucracy  on  top  o 
another. 

Says  Murdoch's  John  Evans  of  th 
matter,  "What  CBS  did  was  try  to  tun 
Ziffies  into  CBS  people.  That's  no 
our  way."  Then  Evans  pauses  an< 
adds  half-seriously  and  with  an  imp 
ish  grin,  "But  please  don't  print  that 
We'll  probably  wind  up  owning  CB 
one  day,  so  I  don't  want  to  antagoniz 
them  too  much."  ■ 


Rob  Kinmonl 


CBS  Magazines  President  Peter  Diamandis 

"Tisch's  cuts  were  just  a  microcosm  of  the  problem,"  says  one  of  his  top  publishers. 
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THE  ALL-NEW 
CHRYSLER  IE  BARON. 

BEAUTY.. 
WITH  A  PASSION  FOR 

DRIVING. 


Shaded  by  wind,  reason  and  a  uniaue  artistry, 
e  design  of  the  all-new  LeBaron  coupe  is  more  than 
ficieht  aerodynamics...it  is  a  triumph  of  elegance. 
While  the  hew  LeBaron  believes  in  cheating  the  wind, 
as  no  intention  of  robbing  the  eye  .  it  is  an  image  of 
resting  beauty. 
But  beneath  this  beauty  breathes  a  passion:  LeBaron 
created  to  drive  And  drive  it  does!  It  attacks  the 


d  with  a  high  torgue,  2.5  fuel-injected  engine.  Its 
>o  option  can  blur  the  surface  of  any  passing  lane. 
Handling  is  egually  impressive.  LeBaron's 
vanced  front-wheel  drive  and  positive-response 
spension  will  calm  the  most  demanding  roads. 


Even  razor-sharp  turns  lose  their  menace. 

Luxurious  contoured  leather  seats  comfort  and  support. 
Instrument  reading!  are  captured  in  a  glance. 
Controls...positioned  to  minimize  distraction. 

And  whether  you  buy  or  lease,  LeBaron  gives  you 
Chrysler's  new  protection  plan*  that  covers  powertrain, 
engine  and  turbo  for  7  years  or  70,000  miles.  And  against 
outerbody  rust-through  for  7  years 
or  100,000  miles. 


Its  power  will  move  you.  Its  beauty  will 
stop  you.  The  all-new  Chrysler  LeBaron.      |  Chrysler 
At  your  Chrysler-Plymouth  dealer 


6 


Division  of  Chrysler  Motors 


CHRYSLER.  DRIVING  TO  BE  THE  BEST 


1w 


vrysler  Motors:  Best-built,  best-backed  American  cars  and  trucks.** 

'  limited  warranty  at  dealer  Restrictions  apply  "Based  on  survey  of  owner  problems  with  "Sb  cars  and  light  trucks  (combined)  designed  and  built  in  N  America 
ls6ldOcJ-^k^'85(5mo^thc^vguscfle)andonaworfantyc^  BUCKLE  UP  FOR  SAFETY  i 


YOU  EXPECT  MORl 

AND  Yd 

There  are  few  names  left  in  commercial    /         And  we  intend  to  live  up  to  our  nan) 
enterprise  that  still  raise  expectations  /        At  a  time  when  airlines  shout  about 

among  their  customers.  /    price  and  whisper  about  service, 

Pan  Am  is  one  of  them .  /    Pan  Am  is  determined  to  provide  both 

/    low  prices  and  fast,  courteous,  reliable 
/   service  as  well. 


ROM  PAN  AM. 
HOUID. 


To  begin  with,  our  maintenance  staff  has 
been  diligently  scrubbing  and  polishing  our 
entire  fleet  of  planes;  redecorating  our 
Clipper®  and  First  Class  with  new  upholstery 
and  carpeting. 

Our  Engineers  have  installed  new 
electronic  headsets  and  are  working  on 
bigger,  roomier  storage  space,  new  lighting, 
md  new  video  equipment. 

We're  introducing  an  all  new  reservations 
Istem  which  will  mean  faster  ticketing, 
|l  shorter  lines  at  the  airport, 
knd,  once  you're  comfortably  on  board, 


we're  working  harder  than  ever 
to  get  you  j^&i  down  the  runway 


and  to  your  destination  on  time. 
Currently  Pan  Am  is  providing  one  of  the 
most  impressive  on-time  performance 
records  in  the  industry. 
Starting  today  you  can  expect 
even  more  from  Pan  Am,  because  we 
expect  more  from  ourselves. 


ROM  BON  AM 


Cheap  foreign  imports  should  be  killing 
U.S.  auto  parts  makers,  right?  Not  Echlin. 

Service  is  our 
most  important 

product 


Gale  Zuckcr 


Echlin  President  Frederick  Mancheski 

There's  more  to  competitiveness  than  wage  rates. 


By  Laura  R.  Walbert 

A popular  theme  on  Capitol  Hii 
is  that  the  shift  from  manufac 
i  turing  jobs  to  service  jobs  i 
leading  us  to  industrial  decay.  We  wi] 
all  soon  be  sweeping  up  around  Japa 
nese  computers,  they  tell  us.  Echli] 
Inc.,  a  maker  and  distributor  of  aut 
parts,  gives  lie  to  this  notion.  Echlin  1 
holding  its  own  against  foreign  com 
petition,  Japan,  Taiwan  and  Korea  in 
eluded.  Part  of  Echlin's  success  is  it 
manufacturing  efficiency — but  onl 
part.  The  more  important  thing  is  tha 
Echlin  knows  its  business  is  reall 
service. 

In  the  fiscal  year  ending  this  Au 
gust,  Branford,  Conn. -based  Echlii 
will  sell  slightly  more  than  $1  billioi 
of  repair  parts  for  autos  and  trucks.  I] 
all,  Echlin  makes  nearly  150,000  di] 
ferent  parts,  meaning  that  the  sale 
volume  for  an  average  catalog  item  i 
a  tiny  $7,000  a  year.  Scarcely  seems 
business  in  which  a  U.S.  firm  woul 
be  competitive.  But  Echlin  is  holdin 
out  very  well  against  foreign  manu 
facturers.  Return  on  equity  has  avei 
aged  14.4%  a  year  over  the  last  fiv 
years,  and  sales  have  grown  an  avei 
age  20%.  For  the  fiscal  year  endin 
Aug.  31,  Echlin  should  earn  abou 
$  1 .25  a  share,  up  from  $1.11  last  yeai 

Are  there  any  cars  that  Echlii 
doesn't  make  parts  for?  "I  don't  thin 
we  have  anything  for  the  Lada,  thi 
Russian  car,  though  we  do  make  part 
for  Yugoslavian  trucks,"  says  Echlii 
Chairman  and  President  Frederic] 
Mancheski.  "And  I  don't  think  w 
have  anything  for  the  Maserati  0 
Lamborghini.  But  we  sell  lots  of  part 
for  the  Model  T.  And  we  have  part 
for  the  Rolls-Royce.  You  don't  see  to> 
many  Rolls-Royces." 

Mancheski,  60,  a  mechanical  engi 
neer  by  training  and  a  24-year  veterai 
at  Echlin,  isn't  being  coy.  The  com 
plexity  of  his  product  line  is  key  to  hi 
success.  A  factory  in  Taiwan  couL 
turn  out  brake  pads  cheaper.  But  a 
Taiwanese  company  offers  any  one 
source  150,000-item  line.  And  part 
wholesalers  don't  want  to  buy  thei 
1979  Chevy  brake  pads  here  and  thei 
1983  Ford  clutches  there. 

The  parts  business,  then,  is  ver 
much  a  service  business,  in  whicl 
pricing  is  often  secondary.  Thin] 
back  to  your  last  car  repair  bill,  am 
you'll  probably  remember  that  thi 
cost  of  parts  was  dwarfed  by  the  cos 
of  labor.  Remember  the  inconve 
nience  of  having  your  car  in  the  shop 
and  you'll  understand  why  speed  c 
parts  delivery  is  most  important  of  all 

An  Echlin  ignition  switch  for  I 
1974  Ford  retails  for  about  $34.  Aj 
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Who  relies  onAMBAC 

insuredbonds. 


Public  finance  professionals  seeking  security  and  strength 
for  issuers  choose  AMBAC's  financial  guaranty.  We  found- 
ed the  municipal  bond  insurance  . industry  and  continue  as 
a  leader,  backed  by  a  strong  investor  group  led  by  Citibank. 
a  1         f  EachAMBACin- 

bond  issue  carries 

a  "AAA"  rating.  Our  experienced  research  analysts,  solid 
asset  base  and  proven  claims-paying  ability  combine  to 
provide  a  unique  dependability  public  finance  professionals 
know  they  can  rely  on. 


7  J  £ 


First  in  Municipal  Bond  Insurance® 
AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York,  NY  10004  (212)  668-0340 


off-brand  substitute  made  in  Taiwan 
would  go  for  about  $25.  But  foreign 
manufacturers  haven't  captured 
much  of  the  market  for  such  parts. 
They're  too  far  from  their  custom- 
ers— and  not  only  in  freight  charges. 
They  can't  do  what  Mancheski  calls 
the  "missionary  work."  He  says,  "We 
teach  counter  people  at  jobbers  how 
to  look  in  a  catalog  for  parts,  and  we 
help  pull  sales  through  our  custom- 
ers' network  by  working  with  the  me- 
chanics themselves." 

Mancheski  keeps  his  50  factories 
small  (and  mostly  nonunion)  and  well 
motivated  (even  foremen  and  office 
supervisors  get  stock  options).  He 
puts  managers  on  exact  performance 
standards,  demanding,  for  example, 
that  95%  of  all  orders  be  filled  within 
48  hours.  Every  percentage  point 
above  or  below  that  95%  is  worth  5% 
of  pay  in  a  bonus  or  bonus  debit. 

U.S.  automakers  cringe  at  each  Jap- 
anese and  European  car  that  reaches 
our  shores.  But  the  foreigners'  very 
success  is  playing  into  Echlin's  hands. 
Car  dealers  buy  their  parts  from  origi- 
nal manufacturers,  not  companies 
like  Echlin.  But  with  the  foreign  car 
population  aging  and  with  foreign  car 
dealers  swamped  with  warranty 
work,  more  customers  are  heading  to 
the  garage  around  the  corner  for  their 
brake  job  and  tune-up.  Echlin  makes 


more  than  half  of  its  sales  in  that 
neighborhood  mechanic  market. 

At  Echlin's  Branford  plant  500  em- 
ployees produce  some  5,000  different 
parts.  Take  a  tour  of  the  plant  after 
hours  and  trim,  sprightly  Gordon 
Shove,  a  project  engineer  and  an  Ech- 
lin employee  for  46  years,  will  show 
you  how  to  work  almost  every  ma- 
chine in  the  place.  With  Echlin's 


"/  don't  think  we  have 
anything  for  the  Lada, 
the  Russian  car," 
says  Echlin  President 
Mancheski.  "But  we  sell 
lots  of  parts  for  the 
Model  T.  And  we  have 
parts  for  the  Rolls-Royce. 
You  don't  see  too 
many  Rolls-Royces." 


many  short  production  runs,  knowing 
when  it  won't  pay  to  automate  is  as 
important  as  knowing  when  it  will. 
Parts  for  antique  cars  and  hot  rods  are 
still  made  with  a  lot  of  handwork. 
Echlin  employees  squirt  cement  for 
one  part  out  of  plastic  mustard  jars. 
But  where  automating  helps,  Echlin 
automates:  In  the  last  two  years  it 
spent  $70  million  on  such  machinery 
as  computer-controlled  component 
insertion  and  automated  soldering 


machines. 

Echlin  also  spends  heavily  on  ac 
quisitions — 39  since  1980.  All  but  £ 
handful  of  the  businesses  were  losinj 
money  when  Echlin  purchased  them 
yet  only  a  few,  Mancheski  says,  wen 
in  the  red  six  months  later.  Raymari 
Brake  Systems  was  losing  $1  million  i 
month  when  Echlin  bought  it  iri 
March  1985.  By  slicing  inventories 
and  personnel  and  altering  production 
methods  to  reduce  scrap,  Echlin  was 
able  to  bring  Raymark  to  break-evei| 
by  September. 

Mancheski  has  worked  hard  acquir 
ing  companies  that  would  give  Echlin 
multiple  lines  of  distribution.  Ones 
almost  totally  dependent  on  Nationa 
Auto  Parts  Association  retail  affili 
ates,  Echlin  now  does  only  14%  oi 
sales  through  them.  The  rest  of  it! 
sales  are  now  to  independent  garages) 
automakers,  mass  merchandisers 
competitors  trying  to  round  out  prod 
uct  lines  and  foreign  outlets.  "Servic 
ing  a  broad  range  of  channels  is 
unique  to  Echlin.  That's  hard  to  man 
age,  hard  to  acquire  and,  once  you'vt 
got  it,  hard  to  copy,"  says  fames  Alex 
andre,  an  analyst  with  Donaldson 
Lufkin  &  Jenrette.  Mercifully  for  tht 
survival  of  companies  like  Echlin! 
there's  a  lot  more  to  international 
competitiveness  than  U.S.  versus  Tail 
wan  wage  rates.  ■ 


An  island 
without  peer. 

Fisher  Island  near  Miami  is 
the  quintessential  private  club 
community  in  America. 

From  the  beautiful  Fisher 
Island  Club,  to  the  Racquet  Club 
with  clay  and  grass  courts, 
to  the  Yacht  Club,  to  the  stylish 
launches  running  to  and  from 
the  mainland,  to  superb  cuisine 
and  gracious  guest  accommoda- 
tions, to  a  mile  of  private  beach 
and  Beach  Club,  to  security  and 
attentive  service,  to  luxurious 
condominium  residences  priced 
from  $335,000,  Fisher  Island 
is  without  peer. 

Live  or  vacation  on  an  island 
like  none  other. 

Fisher  Island.  Seven  Fisher 
Island  Dr.,  Fisher  Island,  Florida 
33109.  Phone  (305  )  535-6071/ 
loll-free  (800)  624-3251. 


Complete  of  tc 


rerms  are  in  an  offering  plan  available  from  the  sponsor.  This  advertisement  is  not  an  offering  to  New  Jersey  reside] 
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Canon 


I  The  first  facsimile  that  belongs  on  your  desk. 


You  wouldn't  want  to  do  business 
|thout  your  own  phone.  So  why  give  up 
jfe  speed— and  privacy— of  a  phone  call 
lien  you  want  to  put  your  talk  into  action? 

Canon's  revolutionary  FaxPhone  10 
lis  you  hold  a  conversation  and  send 
|l  receive  documents  right  at  your  desk 
ell  in  the  same  phone  call.  Because 
fxPhone  is  a  multifunction  deskphone, 
lid  it's  also  an  advanced  business 
fcsimile  that  communicates  with 
ibst  other  facsimiles  as  fast  as 
seconds  a  page*  over  ordinary 
ijbne  lines.  In  addition,  a  liquid-crystal 
Iplay  that  tracks  FaxPhone  operations 
■Ip-by-step,  autodialing,  and  an  auto 
Jcument  feeder  make  the  facsimile 


functions  as  easy  to  use  as  the  phone. 
And,  of  course,  FaxPhone  can  receive 
documents,  even  when  you're  not  there. 

Canon  FaxPhone:  A  beautiful  way 
to  put  your  words  into  action,  right  at 


your  desk.  Because  now  your  phone 
calls  can  be  more  than  just  talk. 


•Based  on  CCITT  No.  1  Test  Chart 


Canon 

FAXPHONE  10 

More  than  just  talk. 

For  more  information  about  the  FaxPhone  10, 
call  toll  free  1-800-OK  CANON.  Or  write 
Canon,  U.S.A.,  Inc.,  P.O.  Box  5210,  Clifton,  NJ  07015. 


Enioy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  tor  details  at  participating  Canon  dealers  and  retailers 
Available  only  in  U  S 


4KFORO4067 
<9  1986  Canon  US  A.  Inc 


There's  a  good  reason  Japans  Yamaha 
companies  produce  so  many  different 
products.  They  have  no  choice. 

Create  or  die 


By  Andrew  Tanzer 

In  1953  Genichi  Kawakami  toured 
the  U.S.  and  Western  Europe. 
Much  of  Tokyo  still  lay  in  ruins, 
and  the  Japanese  were  working  60- 
hour  weeks  at  very  low  wages  to  re- 
build the  economy.  So  it  was  not  sur- 
prising that  Kawakami,  then  41,  was 


immediately  struck  by  the  rise  in  the 
West  of  leisure  and  recreation  activi- 
ties. He  returned  home  convinced 
that  the  Japanese,  too,  would  again 
have  the  time  and  disposable  income 
to  enjoy  recreational  products. 

That  trip  helps  explain  the  stun- 
ning postwar  success  of  Japan's  Ya- 
maha brand  products.  The  products 


gross  over  $5  billion  worldwide  an 
range  from  tennis  rackets  and  skis  t 
musical  instruments  and  yacht: 
They  are  produced  by  two  separati 
but  related,  publicly  owned  compj 
nies:  Yamaha  Motor  Co.  and  Nippo 
Gakki  Co.  (Nippon  Gakki  will  furtht 
confuse  matters  by  changing  its  nam 
to  Yamaha  Co.  this  year.) 

Both  companies  are  situated  nes 
Hamamatsu,  a  gritty  industrial  tow 
best  known  in  Japan  for  its  eels.  Bot 
also  share  a  common  chairman:  Gen 
chi  Kawakami.  His  father  took  ovt 
Nippon  Gakki  in  the  1920s  an  I 
passed  control  on  to  him  in  1950.  1 
1983  Genichi  Kawakami's  son,  Hire 
shi,  was  named  president  of  Nippo 
Gakki  and  may  someday  take  th 
reins  at  Yamaha  Motor  as  well.  Th 
Kawakamis  own  around  1%  of  Nip 
pon  Gakki  and  2%  of  Yamaha  Moto: 

One  hundred  years  old  this  yea: 
Nippon  Gakki  is  the  world's  leadin 
musical  instrument  maker.  It  corr. 
mands  30%  of  the  global  market  fc 
pianos,  40%  of  the  organ  market  (ir 
eluding  electric  ones)  and  30%  of  th 
wind  instruments  business.  Nippo 
Gakki  also  produces  sporting  good: 
compact  disk  players  and  furniture 
Sales  last  year:  $2.3  billion. 

Yamaha  Motor  Co.,  39.1%  owne 
by  Nippon  Gakki,  grossed  $3  billio: 
last  year.  It  is  the  world's  second-larj 
est  motorcycle  maker,  after  Hond 
Motor,  and  a  leading  producer  of  oul 
board  motors,  sailboats,  snowmobile 
and  golf  carts. 

Kawakami  shuns  publicity.  Littl 
has  been  written  about  him.  But  he  i 
clearly  one  of  the  shrewdest  business 
men  of  his  generation. 

On  that  1953  tour  of  the  Wesi 
Kawakami  noted  the  waning  interes 
in  musical  instruments  and  returne 
home  determined  to  stimulate  th 
Japanese  demand  for  pianos.  So  rj 
1954  Kawakami  opened  a  chain  c 
franchised  music  schools  for  the  kid 
of  Japan's  still  nascent  middle  class. 

Since  then  Yamaha  schools  hav 
graduated  some  4  million  students.  Ij 
a  country  where  apartments  are  tin 
and  walls  thin,  at  least  one  tin-eare' 
child  has  driven  neighbors  to  homi 
cide.  There  are  now  10,000  franchise' 
schools,  many  of  which  have  a  show 
room  for  Yamaha  instruments  on  th 
ground  floor.  In  1954  less  than  1%  o 
Japanese  households  owned  pianos 
Today  19%  do,  making  Japan  th' 
world's  largest  piano  market  and  Ya 
maha  the  dominant  producer. 

By  the  1980s,  however,  Japan's  de 
clining  school-age  population  begai 
catching  up  with  Yamaha's  musical 
instrument  sales.  Moreover,  the  Ya 
maha  companies,  like  many  Japanes< 
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You've  worked  hard  for  the  finer 
things  in  life.  Knowing  they're  protected 
makes  enjoying  them  an  even  richer 
experience. 

That's  where  the  Atlantic  Master 
Plan  comes  in.  An  adaptable  insurance 
package  conceived  expressly  for  peo- 
ple who  have  a  lot  to  insure. 

The  Atlantic  Master  Plan  provides 
broad  and  unique  coverage  for  up  to 
three  residences  with  expanded  per- 
sonal property  and  home  replacement 
coverage.  It  protects  your  automobiles, 
boats,  recreational  vehicles,  fine  art, 
jewelry  and  computers.  As  an  inde- 
pendent analyst  for  Esquire  magazine 
put  it,  the  Atlantic  Master  Plan  ". .  .has 
the  most  comprehensive  extra  coverage 
I  know  of." 


But  the  plan  is  more  than  com- 
prehensive. It's  a  better  value  than  buy- 
ing separate  policies.  It's  simple,  too. 
You  deal  with  only  one  annual  premium. 

Moreover,  because  Atlantic  is  a 
mutual  company  policyholders  may 
look  forward  to  the  possibility  of  divi- 
dends. 

Make  an  appointment  with  your 
broker  or  agent  soon.  You'll  find  the 
Atlantic  Master  Plan  is  the  answer  to 
protecting  all  your  well-gotten  gains. 
Atlantic  Mutual,  45  Wall  Street, 
New  York,  NY  10005. 

The  Atlantic  Master  Plan  if.  not  available  in  all  states 

=^AtlanticMutual 

Only  insurance. 
That's  your  assurance. 


Insure  against 
paradise  lost. 


Bantam  Books  has  become  one  of  the  world's  largest  and  most  successful 
ook  publishers  with  innovations  like  the  "instant  book,"  and  blockbusters  like 
Iacocca.  An  Autobiography,  the  best-selling  non-fiction  hardcover  in  history. 
Alberto  Vitale,  president  and  CEO  of  the  newly  formed  Bantam,  Doubleday, 
Dell  Publishing  Group,  says:  "Bantam,  like  Digital,  believes  customer  service 
is  the  backbone  of  its  business.  Our  Digital  computer  network  handles  on-line 
order  processing,  telemarketing,  inventory,  and  all  financial  services.  The  net- 
i  work  ties  these  functions  together,  so  we  get  very  fast  turnaround." 

This  enables  Bantam  to  ship  over  10  million  books  a  month  all  over  the 


'A  computer  network  so 
powerful,  it  can  help 
Bantam  compress  a 
one-year  publishing  cycle 
into  three  days!' 


world.  It  also  creates  opportunities,  as  Vitale  explains:  "We  are  one  of  the  few 
publishers  who  can  put  out  an  instant  book.  When  the  U.S.  Olympic  hockey 
team  beat  the  Russians  on  a  Sunday  night,  we  had  Miracle  on  Ice  in  bookstores 
that  Thursday  morning." 

Digital's  whole  idea  of  making  computer  systems  that  network  together  has 
always  been  to  give  organizations  like  Bantam  a  competitive  advantage.  To  get 
your  own  competitive  advantage  now,  write  to:  Digital 
Equipment  Corporation,  200  Baker  Avenue,  West  Concord, 
Massachusetts  01742.  Or  phone  your  local  sales  office. 


SO 


g  i  t  a 


D 


©  Digital  Equipment  Corporation  19H7.  The  Digital  logo  is  a  trademark  of  Digit. il  Equipment  Corporation 


Frames  for  Nippon  Gakki's  Yamaha 
pianos  (  above)  and  Yamaha  Corp. 
of  America 's  Sam  Kajimura 
Pianos  led  to  propellers,  which  led1 
to  motorcycles,  woodwinds,  snow 
mobiles  and  jet  skis. 


trips  to  the  U.S.,  the  senior  Kawakam 
noticed  that  the  short  Western  bow: 
were  more  accurate  than  the  longe: 
Japanese  ones.  So  in  1959  he  begar 
making  bows,  and  Nippon  Gakk 
eventually  became  one  of  the  leadinj 
producers  in  the  world. 

But  more  often,  says  Sam  Kajimurai 
president  of  Yamaha  Corp.  of  Ameri 
ca,  Kawakami's  new  products  an 
based  on  skills  and  materials  honec 
from  producing  older  product  lines 
The  piano  business'  familiarity  wit! 
wood  products  led  Nippon  Gakki  intc 
wooden  airplane  propeller  production 
before  the  war,  then  metal  propeller; 
during  the  war. 

In  1955  Kawakami  started  Yamah; 
Motor  Co.,  the  motorcycle  company 
to  make  use  of  surplus  machine  tool: 
and  got  more  mileage  from  woo« 
products  by  going  into  furniture  pro 
duction.  Metallurgy  skills  developec 
for  motorcycles  in  the  1950s  were  ap 
plied  to  flutes  and  other  woodwind; 
in  the  1960s.  Fiberglass-reinforced 
plastic  knowhow  for  bows  was  use« 
to  make  ski  equipment  and  boats. 


consumer  product  manufacturers,  are 
grappling  with  the  high  yen,  slow  eco- 
nomic growth,  protectionism,  and  in- 
creasing competition  from  Korea  and 
Taiwan.  Sales  in  Yamaha's  two  core 
businesses,  motorcycles  and  musical 
instruments,  have  dipped  since  the 
early  1980s  because  of  saturation  and 
worsening  demographics  in  key  mar- 
kets. Profits — $48  million  at  Yamaha 
Motor  last  year  and  $50  million  at 
Nippon  Gakki — peaked  in  D81. 

When  asked  about  the  lackluster 
profit  picture,  Hiroshi  Kawakami  re- 
plies with  a  shrug:  "WTc  don't  care  so 


much  about  profits."  He  means  that 
profits  are  secondary  to  keeping  his 
workers  employed.  He  estimates  half 
of  Nippon  Gakki's  work  force  of 
13,600  is  redundant,  but  he  won't  lay 
off  workers  because  of  the  effect  that 
would  have  on  Hamamatsu. 

Continually  coming  out  with  new 
products,  in  other  words,  is  less  a 
choice  than  a  stark  necessity. 

Sometimes  the  choice  of  new  prod- 
ucts has  a  personal  origin.  Kawakami 
is,  for  example,  an  archery  buff;  son 
Hiroshi  was  a  high  school  national 
champion  archer.  During  one  of  his 
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(  "For  us,"  says  Kajimura,  "it's  a  logi- 
cal evolution  and  diversification." 
I  In  the  late  1960s  Nippon  Gakki  be- 
;an  making  Yamaha  stereo  equip- 
i  nent.  This  led  the  company  into 
semiconductors  and  then  into  elec- 
Ifcronic  musical  instruments,  a  busi- 
mess  largely  created  by  Yamaha.  The 
Itompany  hopes  user-friendly  prod- 
jlicts  hke  electronic  keyboards  will 
Uurn  adults  into  piano  customers. 

At  Yamaha  Motor  Co.  the  necessity 
tpf  diversification  is  even  more  pro- 
Ipounced.  Motorcycles,  half  of  Ya- 
IJnaha  Motor's  sales,  is  a  shrinking 
rousiness.  In  1981  Yamaha  declared  it 
[would  surpass  archrival  Honda  Motor 
iijn  motorbikes.  But  Honda  flooded  the 
uapanese  market  with  new  models, 
llometimes  at  the  rate  of  one  a  week, 
ilorcing  Yamaha  to  discount  obsolete 
Hnodels.  Yamaha  Motor  lost  $300  mil- 
lion in  two  years. 

|  But  as  Honda  was  killing  Yamaha 
||n  motorcycles  at  home,  the  U.S.  Fair 
(Trade  Commission  opened  the  door 
|fo  the  $1.3  billion  U.S.  outboard  mo- 
jior  market.  Starting  in  1972,  Yamaha 
Iliad  been  producing  outboards  with 
[Brunswick. 

I  Then,  in  1981,  the  Fair  Trade  Com- 
mission ordered  the  joint  venture  dis- 
solved, on  antitrust  grounds.  Deter- 
f mined  to  keep  selling  in  the  U.S.  mar- 
ket,    Yamaha     built     its  own 
listribution  arm  and  began  marketing 
jmotors  under  its  own  name  in  1983. 
ipfamaha  specialized  in  large,  expen- 
sive engines  with  new  features  hke 
I  nicrocomputer  controls  and  auto- 
matic oil  and  gas  injection  systems. 
Today  Yamaha  has  a  very  profitable 
[0%  of  the  U.S.  market  and  is  giving 
Outboard   Marine's    Evinrude  and 
ohnson  brands  (not  to  mention  its  old 
partner  Brunswick)  fits. 
T  Yamaha    Motor's  diversification 
:learly  turns  on  small,  high-perfor- 
nance-engine  technology  developed 
i  I  or  motorcycles.  But  notice  that  many 
ifamaha  products,  including  snowmo- 
biles, golf  carts,  jet  skis  and  outboard 
notors,  are  developed  almost  exclu- 
dvely  for  overseas  markets. 

Yamaha  Motor  maintains  an  R&D 
:enter  in  Coon  Rapids,  Minn.  There, 
he  company  designed  its  first  snow- 
nobiles  in  1968.  Yamaha  has  over 
">0%  of  the  big  U.S.  and  Canadian 
narkets  for  the  machines.  Yamaha 
ilso  operates  a  research  center  in  Los 
Vngeles,  where  it  developed  its  jet 
;kis — in  essence,  snowmobiles  that 
un  on  water — last  year. 

Yamaha's  future?  Stronger  profit- 
ability maybe,  more  products  certain- 
ly. "Diversification  is  a  hobby  of  my 
ather's,"  says  Kawakami.  "He  gets 
)ored  with  old  businesses."  ■ 

L 
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icture  it. 

Itbur  boss  has  just 
ordered  Chivas. 

Two  colleagues  have 
just  ordered  Dewars. 

And  you  say, 
"Famous  Grouse,  please! 

"Famous  what2. "  say  all  three. 
"Grouse "say  you." The  Famous 
Grouse." 

And  with  a  wee 
dram  of  luck,  the  boss 
may  ask  for  a  taste. 

You  can  prod  him,  of  course, 
by  explaining  that  Scotland  knows 
no  finer  Scotch . . .  that,  indeed,  it 
ranks  first  in  that  land  of  experts. 
Admit  casually  that  it  costs  a 
bit  more  than  Dewar's,  "but  a 
tad  less  than  yours,  sir!' 

As  alwavs,  the  taste  will 
be  the  clincner.  "Aha,"  he  will 
say,  "I  like  our  Scotch." 
Whereupon,  you  have  hop- 
scotched  your  competition. 

THE  FAMOUS  GROUSE* 

Scotland  sends  its  best. 


Remember  special  occasions  by  sending  a  gift  of  The  Famous  Grouse  anywhere  in  the 
continental  U.S.  where  allowed  by  state  law.  Call  tolf.-free  1-800-238-4373.  The  Famous  Grouse* 
Blended  Scotch  Whisky,  86  Proof,  ©  1986,  Imported  by  Heublein,  Inc.,  Hartford,  CT. 
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ERFORMANCE  SEDANS 

I  REFINEMENT. 


THE  PEUGEOT  505  STX  V6. 

While  many  European  performance  sedans  are 
rly  models  of  engineering  excellence,  they  still 
re  a  tendency  to  be  a  little  rough  around  the 
jes.  For  their  makers'  inspection,  we  respectfully 
mit  the  Peugeot  505  STX  V-6  2.8i. 

I  POWERFUL  V-6  ENGINE  AS  REFINED  AS 
 THE  REST  OF  THE  CAR.  

While  other  European  performance  sedans  are 
y  getting  the  most  out  of  their  in-line  four  and 
asional  six-cylinder  engines,  the  505  STX  is 
)uting  a  more  refined  all-alloy,  twin  overhead 
i,  145  hp  V-6. 

Its  uncommonly  high  level  of  torque  at  low  revs 
vides  a  wonderfully  spirited  feeling. 
And  its  computer-controlled  fuel  injection,  tuned 
Hike  and  exhaust  systems  and  flawlessly  balanced 
wikshaft  and  camshaft  have  inspired  one  persnick- 
jti  engine  connoisseur  we  know  to  call  it  "an  excep- 
ijially  smooth,  aggressive  engine  that's  even  a  joy 
c  he  ear!" 

ik  SUSPENSION  THATWILL  SHOCK  MANY 
PERFORMANCE  SEDAN  MAKERS. 

|  To  say  the  505  STX  is  roadworthy  is  an  under- 
4ement.  It  features  fully-independent  suspension, 
niable  power-assisted  rack-and-pinion  steering, 
rnt  and  rear  anti-sway  bars,  and  front-ventilated 
J i c  brakes  enhanced  by  a  computerized  anti-lock 
I  em. 

I:  Yet  despite  its  superb  handling  characteristics,  the 
5p  STX  doesn't  ask  you  to  endure  the  hard  ride 
gl at  handling  cars  normally  have.  Because  it  also 
«!tures  unique  shock  absorbers  that  have  twice  as 
rjjiy  valves  as  ordinary  shocks.  And  because  they 
i"  designed,  built  and  patented  by  Peugeot,  no 
)'br  performance  sedan  can  have  the  505  STX's  re- 
i|d  road  manners  ("Perhaps  the  nicest  all-around 
iife  in  the  automotive  world."—  Mofor  Trend). 

j  87  Peugeot  Motors  of  America,  Inc. 


A  LEVEL  OF  CIVILITY  THAT  PUTS  MOST 
 LUXURY  SEDANS  TO  SHAME.  

Inside  the  505  STX,  amenities  abound.  Every- 
thing anyone  could  want  is  here  including  a  new  six- 
speaker  Alpine-designed  stereo  cassette  with 
anti-theft  device  and  central  locking  with  infra-red  re- 
mote control.  The  orthopedically-designed  seats  that 
have  helped  earn  Peugeot  the  distinction  of  being 
one  of  the  most  comfortable  of  all  European  sedans 
are  enveloped  in  a  sumptuous  hand-fitted  leather. 
(Speaking  of  comfort,  we  should  note  that  the  505 
STX  is  priced  at  a  comparatively  low  $23,750.*) 

ALL  THE  SOLIDITY  OF  A  BOXY  EUROPEAN 
 SEDAN.  WITHOUT  THE  BOX.  

At  Peugeot,  we  believe  a  car  should  be  able  to 
have  the  durability  of  a  tank,  without  having  to  look 
like  one.  So  in  the  505  STX,  solid  unibody  construc- 
tion and  the  strength  of  thousands  of  spot  welds  are 
incorporated  into  a  body  whose  fluid  lines  were  cre- 
ated by  Pininfarina,  legendary  designer  of  cars  like 
the  Ferrari  328  GTS. 

THE  ONLY  ROADSIDE  ASSISTANCE  PROGRAM 
 RATED  AAA.  

Only  Peugeot  offers  you  the  comfort  of  AAA** 
service  and  protection.  In  the  rare  event  of  trouble 
arising  on  the  road,  you  simply  call  AAA  and  help 
will  be  on  the  way  from  one  of  15,000  locations. 

To  learn  just  how  refined  the  505  STX  really  is, 
we  suggest  you  call  your  local  Peugeot  dealer  who 
will  arrange  to  give  you  the  ultimate  lesson  in  refine- 
ment. A  test  drive.  (He'll  also  be  glad  to  give  you  infor- 
mation about  our  new  convenient  leasing  program.) 

For  additional  literature  and  the  name  of  your 
nearest  Peugeot  dealer,  call  800-447-2882. 

*POE  Manufacturer's  Suggested  Retail  price.  Actual  price  may  vary  by  dealer.  Destina- 
tion charges,  options,  taxes,  dealer  preparation,  if  any,  title  and  license  fees  are  extra. 
'  'Membership  subject  to  the  rules  and  regulations  of  ® 


NOTHING  ELSE  FEELS  LIKE  IT.™ 


The  feds  are  nailing  some  big-time  stock 
cheaters,  but  that  doesn't  mean  the  small 
investor  is  no  longer  being  preyed  upon. 


Where  were 
the  cops? 


By  Richard  L.  Stern 
and  Michael  Fritz 


To  the  delight  of  all  honest 
people,  the  federal  authorities 
are  nailing  a  lot  of  big-time 
stock  cheaters.  But  the  woods  still 
teem  with  smaller  predators  whose 
scams  probably  cost  the  investing 
public  more  in  a  year  than  Ivan 
Boesky  did  in  a  decade.  This  is  the 
story  of  one  of  the  oldest  and  most 


pervasive  swindles  going — outright 
stealing. 

The  typical  swindle  is  mind-numb- 
ingly  simple:  Acquire  a  large  block  of 
garbage  stock  and  create  trading  vol- 
ume that  boosts  the  price  by  dumping 
shares  into  various  brokerage  ac- 
counts without  the  owners'  knowl- 
edge. The  stock  would  be  paid  for, 
again  typically  without  the  owners' 
okay,  with  whatever  cash  or  securi- 
ties of  value  were  in  the  account. 


INVESTORS^ 
BROKERS  90 


The  ringmaster  of  this  particular 
and  fairly  typical  show  is  one  Joseph 
A.  Lugo  Jr.,  a  star  salesman  and  over- 
the-counter  trader  for  at  least  four 
years  at  the  now  defunct  brokerage 
firm  of  Rooney,  Pace  Group.  Since 
1972  Lugo  has  had  a  series  of  run-ins 
with  securities  industry  regulators  in 
various  stock  manipulation  cases.  He 
has  paid  fines,  taken  short  suspen- 
sions, and  signed  consent  decrees  in 
which  he  promised  not  to  commit  any 
more  of  the  swindles  that  he  never 
admitted  to  in  the  first  place.  His 
promises  appear  not  to  have  been 
kept.  In  1982  he  landed  at  Rooney, 
Pace,  where  his  brokerage  license  was 
renewed  only  on  the  stipulation  that 
his  activities  be  strictly  supervised  on 
a  daily  basis  by  both  Andrew  Greitz, 
the  firm's  compliance  officer,  and  by 
Arnold  Weinberg,  then  its  general 
counsel  and  lately  its  president. 

Some  supervision.  A  1986  SEC 
complaint,  still  pending,  charges  Lugo 
and  Randolph  Pace,  then  the  com- 
pany's cochairman,  with  manipulat- 
ing the  stock  of  a  Miami-based  restau- 
rant chain  called  Captain  Crab,  Inc. 
Today  Pace  is  reportedly  saying  that 
Lugo  was  the  cause  of  his  firm's  de- 
mise. Lugo's  alleged  wild  and  unau- 
thorized trading  of  hundreds  of  thou- 
sands of  shares  of  an 
I  over-the-counter  issue 
called  Solar  Systems  By 
Sun  Dance,  Rooney 
Pace  insiders  say,  pro- 
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duced  a  $2.8  million  call  for  funds  in 
January,  which  wiped  out  Rooney,  Pa- 
I  ce's  capital.  Pace  says  he  didn't  know 
i  what  Lugo  was  doing.  Supervision? 

SEC  records  show  that  last  June  a 
i  Spanish-born    businessman  named 
.  Jose  Camprubi-Sala  bought  4.2  mil- 
lion shares  of  Solar  Systems,  a  money- 
i  losing,    Florida-based   solar  heater 
i  manufacturer,  for  a  penny  apiece.  Are 
i  these  the  shares  that  Lugo  allegedly 
i!  traded?  It  seems  quite  possible,  since 
i  Camprubi  is  no  stranger  to  this  game 
either.  Camprubi  admits  he's  a  good 
old  friend  of  Lugo's.  But  there's  more. 
I  Lugo  and  Camprubi  are  named  to- 
i  gether  among  the  defendants  in  a 
:  four-year-old  and  still  pending  suit 

I  brought  by  the  Securities  Investor 
Protection  Corp.,  which  insures  bro- 

i  kerage  firm  investors  against  losses. 

II  The  complaint  asserts  that  Lugo, 
; |  Camprubi  and  other  defendants  bank- 
;  rupted  First  State  Securities  Corp.,  a 

i  Florida  broker/dealer,  with  a  scheme 
to  inflate  the  prices  of  various  stocks 

ii  and  caused  more  than  $15  million  in 
e;  losses.  Securities  Investor  Protection 
■}\  Corp.  is  seeking  $100  million  in  puni- 
.  j.  tive  damages.  The  suit  alleges  Lugo 

and  other  defendants  dumped  shares 
|  without  authorization  in  customers' 
i ;  accounts  and  parked  shares  in  Cam- 
i  prubi's  brokerage  account,  among 
i  others,  to  create  phony  trading  vol- 
i  ume  and  boost  the  shares'  prices.  The 
group  is  also  charged  with  manipulat- 
ing shares  of  Creditbank,  a  small  Flor- 
!  i  ida  bank  of  which  Camprubi  was  once 
i :  honorary  chairman. 

Central  to  the  most  recent  Lugo- 
i  Camprubi  collaboration  was  a  small 
brokerage  office  in  Diisseldorf,  West 
Germany,  and  a  man  named  Ekke- 
hard  Sahm.  Sahm  was  the  Diisseldorf 
office  manager  despite  his  record  of 
J  attempted  fraud  in  West  Germany. 

The  German  chapter  of  this  tale 
began  in  October  of  last  year  when 
Camprubi  wrote  a  check  for  $175,000 
and  bought  the  Diisseldorf  brokerage 
i  office  from  a  Denver-based  penny 
stock  firm  called  R.B.  Marich.  Marich 
says  it  was  delighted  to  unload  the 
office  because  it  hadn't  made  a  dime 
for  three  months. 

Sahm  says  that  although  Camprubi 
wrote  the  check,  he  was  told  by  Wein- 
berg at  Rooney,  Pace  that  the  Diissel- 
dorf branch  would  be  an  affiliate  of 
Rooney,  Pace.  Yet  all  the  Diisseldorf 
accounts  were  transferred  to  Lugo, 
and  commissions  on  all  the  German 
trades  presumably  went  to  him  as 
I  well.  Supervision? 

As  it  turned  out,  Sahm  says  Lugo 
wanted  the  Germans  to  sell  only  one 
stock  anyway,  Solar  Systems  By  Sun 
Dance.  In  October  and  November 


"Telephone  call  for  the  gentleman  in  the  Cricketeer  suit! 


CRICKETEER 

GOOD  CORPORATE  MATERIAL 
Cricketeer.  1290  Ave  of  the  Americas,  NY.  NY  10104  A  Phillips-Van  Heusen  Company 


Where 

I 

 -  .2 

neat  clothes 

hang  out. 

| 

In  Hartmann's  new  Garment 

Cover.  It  may  look  simple  on 

\   1  ■                   . . 

1    the  surface.  But  we  thought 

out  this  compact  suit  bag  as 

\ 

thoroughly  as  our  complex 

cases.  There's  room  inside  for 

an  extra  shirt  or  skirt.  That's 

efficient.  And  two  big  pockets 

outside  make  you  self-sufficient. 

When  you  go  out  of  town 

overnight,  use  this  as  your 

cover.  Your  clothes  will  look 

neat  when  you  get  there. 
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We  don't  cut  corners.™ 

Send  for  a  list  of  your  nearest  Har  tmann  dealers,  Dept  4150 

Hartmann  Drive,  Lebanon,  Tennessee  37087    ©1986  Hartmann  Luggage 
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Sahm  and  his  19  salesmen  convinced 
their  German  customers,  on  Lugo's 
word,  that  Solar  Systems  was  a  hot 
number  on  the  verge  of  merging  with 
another,  unnamed,  U.S.  company, 
and  sold  at  least  420,000  shares  at  the 
equivalent  of  23A.  Quite  a  markup, 
considering  Camprubi  paid  a  penny  a 
share.  "Usually,  if  we  tried  to  sell 
anything  else,"  Sahm  says,  "Lugo  said 
it  was  on  the  firm's  restricted  list." 

Still,  the  German  salesmen  might 
have  continued  merrily  selling  the 
stock,  except  for  one  small  hitch. 
They  were  not  getting  paid,  and  by 
early  December,  Sahm  says,  they 
were  owed  about  $230,000  in  com- 
missions and  office  expenses.  Back  on 
Nov.  24  a  check  from  Rooney,  Pace 
had  arrived  at  Sahm's  office,  but  only 
for  $55,000,  far  short  of  the  commis- 
sions claimed.  Rooney,  Pace  back-of- 
fice people  say  they  remember  the 
check  but  did  not  understand  at  the 
time  why  it  was  issued. 

On  Dec.  12,  however,  with  the 
mailbox  still  empty  of  further 
checks  from  New  York,  the  Germans, 
in  effect,  went  on  strike.  They  refused 
to  sell  another  share  until  they  were 
paid  in  full.  Then,  Sahm  says,  things 
got  curiouser  and  curiouser. 

On  Dec.  26 — a  German  banking 
holiday — Sahm  says  someone,  pre- 
sumably in  New  York,  placed 
$220,000  worth  of  Solar  Systems 
stock  in  the  German  accounts  and 
paid  for  it  by  extracting  cash  and  sell- 
ing other  stocks  the  accounts  held. 
On  Jan.  6  the  customers  began  receiv- 


Wall  Street  insiders  allow 
that  market  manipulation  is 
rampant.  .  .  .  Securities  law 
violators  can  be  charged 
as  criminals.  But  the 
Justice  Department  often 
hasn't  the  resources  for 
such  protracted  battles. 

ing  confirmations  of  unauthorized  So- 
lar Systems  trades.  On  Jan.  14,  the  day 
before  Rooney,  Pace  closed,  Sahm 
says  8,000  more  shares  went  into 
these  accounts.  All  told,  more  than 
500,000  Solar  Systems  shares  moved 
through  Diisseldorf. 

And  who  was  behind  all  these  un- 
authorized trades?  Forbes  obtained  a 
computer  copy  of  the  commissions 
due  for  trading  in  the  German  ac- 
counts for  Dec.  26.  The  registered  rep- 
resentative listed  as  the  salesman  in 
charge  of  the  accounts?  Joseph  A. 
Lugo.  In  other  words,  according  to 
Rooney,  Pace  back-office  staffers,  the 
commissions,  hundreds  of  thousands 
of  dollars  on  all  the  German  transac- 
tions, presumably  went  to  Lugo. 

At  the  same  time,  sources  close  to 
the  situation  say,  Lugo  was  doing  the 
same  thing,  with  an  even  greater  vol- 
ume of  Solar  Systems  shares,  in 
American  accounts.  When  the  cus- 
tomers, understandably,  wouldn't  pay 
for  stock  they  never  bought,  Bear, 
Steams,  as  the  clearinghouse  for  these 
transactions,  told  Rooney,  Pace  that  it 
would  have  to  pay.  The  bill  was  at 
least  $2.8  million.  That  depleted  the 
little  capital  Rooney,  Pace  had  left. 
End  of  Rooney,  Pace. 

How  much  money  was  made  on 


this  scam,  and  how  much  was  lost  by 
innocent  investors?  Only  law  enforce- 
ment agencies,  the  SEC  or  the  Nation- 
al Association  of  Securities  Dealers 
can  obtain  those  records.  Lugo  has 
filed  for  bankruptcy,  but  U.S.  Bank- 
ruptcy Court  Examiner  Chester  Salo- 
mon in  Manhattan  has  grown  suffi- 
ciently suspicious  of  Lugo's  financial 
position  that  he  is  investigating 
whether  to  convert  Lugo's  Chapter  1 1 
proceeding  into  a  Chapter  7,  so  a 
trustee  can  be  appointed  to  open  Lu- 
go's books.  Meanwhile,  Lugo  has 
asked  that  his  Chapter  1 1  bankruptcy 
petition  be  dismissed. 

Lugo?  He  is  now  working  for  Pres- 
tige Investors,  Inc.,  a  Kingston,  N.Y.- 
based  brokerage  firm. 

How  do  the  Lugos  of  the  world  get 
away  with  it?  They  are  investigated, 
sign  consent  orders,  admit  nothing, 
get  new  jobs  and  go  on.  Wall  Street 
insiders  readily  concede  that  manipu- 
lation in  the  markets  is  rampant.  Of- 
ten, when  one  firm  closes,  manipula- 
tors and  boiler  room  operators  merely 
assemble  at  another  firm.  Repeated 
securities  law  violators  can  be 
charged  as  criminals.  But  the  cases  are 
complicated,  and  the  Justice  Depart- 
ment too  frequently  hasn't  the  re- 
sources for  such  protracted  battles. 
Nor  would  a  victory  for  the  govern- 
ment yield  the  kind  of  headlines  that 
nailing  an  Ivan  Boesky  or  a  Martin 
Siegel  does. 

The  sad  thing  is  that  there  are  lots  of 
Joe  Lugos  around — and  too  many  bro- 
kerage houses  that  will  hire  them.  ■ 
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Harness  the  power 


This  announcement  appears      a  matter  of  rccurd  onl\ 


2,000,000  Shares 

Beverly  Investment  Properties,  Inc. 

Common  Stock 


Price  #25.25  Per  Share 


Merrill  Lynch  Capital  Markets 


4,070,000  Units 

Representing  Limited  Partnership  Interests 
and  Depositary  Receipts  Therefor 

Burger  King  Investors  Master  L.P. 

Price  $20  Per  Unit 

The  New  York  Stock  Exchange  symbol  is  BKP 

Merrill  Lynch  Capital  Markets      Smith  Barney,  Harris  Upham  8C  Co. 

Incorporated 

Boettcher  SC  Company,  Inc.  J.  C.  Bradford  &.  Co. 

Dain  Bosworth  Piper,  Jaffray  8i  Hopwood         Sutro  &.  Co. 

Incorporated  Incorporated  Incorporated 


#49,875,000 

Wang  Laboratories,  Inc. 

Sale  and  Leaseback  Financing 

U  V  a,  led  ,i  I  financial      isorand  excln -it .       cmcur  ajtcnl 
lot  WanK  Uhuralories.  In,  in  ibis  transaction, 

Merrill  Lynch  Capital  Markets 


Westin  Hotels 
Limit  id  Partnership 


A  partnership  formed  bv  Westin  Realty  C  orp.  vshi.  h  has  acquired  the- 
Westin  St.  Francis  in  San  Francisco  and  the  Westin  Hotel 
in  Chicago  from  the  Westin  Hotel  Company. 

Weactedas  f'jnancu/adfisoi  to  Westin  liatelCampan)  -in,! 
Westin  Realty  Corp  in  connection  with  this  transaction. 

Merrill  Lynch  Capital  Markets 


$116,150,000 

First  Mortgage  Notes 

UV  around  ful  the  placement  »( these  not, 
with  an  institutional  investor 

Merrill  Lynch  Capital  Markets 


$135,600,000 

Limited  Partnership  Interests 

WcJirjniicJ  In,  tht  salt  o) 

these  ei/kit)  lecuritics 
Merrill  Lynch  Capital  Markets 

Smith  Barney,  Harris  Upham  8C  Co. 


in  real  estate 
investment  banking, 
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Elvis  Mason  s  old  bank  is  a  disaster,  but  the 
Texas  establishment  hasnt  lost  faith  in  this 
persuasive  native  son. 

The  hottest 
merchant  bank 
in  Texas 


By  Toni  Hack 


Y1  ou  might  call  Elvis  Mason 
the  Teflon  executive:  Nothing 
bad  seems  to  stick  to  him. 
For  six  years,  as  chairman  of  Inter- 
First  Bank  and  later  of  InterFirst 
Corp.,  then  Texas'  largest  bank  hold- 
ing company,  Mason  was  a  pillar  of 
the  state's  business  community.  Im- 
posing, handsome,  with  blue  eyes  and 
sandy  hair  giving  way  to  gray,  expen- 
sively dressed,  Elvis  Mason  inspired 
confidence — even  when  the  confi- 
dence wasn't  truly  justified. 

The  confidence  certainly  wasn't 
justified  at  InterFirst.  Mason  insisted 
that  InterFirst  was  sound,  even  when 
its  loan  portfolio  began  to  give  off 
rotten  smells.  A  local  newspaper  with 
the  temerity  to  write  of  his  company's 
apparently  increasing  bad  loan  portfo- 
lio could  count  on  an  angry  visit  from 
Chairman  Mason  and  a  heated  denial 
that  the  bank  was  in  trouble. 

But  in  1983,  one  clear  and  sunny 
afternoon,  Elvis  Mason  stepped  to  the 
podium  in  front  of  a  few  chosen  re- 
porters, cleared  his  throat  and  abrupt- 
ly announced  that  InterFirst's  energy 
loan  portfolio  was  even  worse  than 
the  rumors  said  it  was.  Huge  write- 
offs, he  said,  would  produce  a  $430 
million  third-quarter  loss — and,  as  it 
turned  out,  a  net  $172  million  loss  for 
the  year.  It  was  a  record  quarterly 
banking  loss  in  the  U.S.  at  the  time. 
(The  record  stood  for  10  months,  until 
Continental  Illinois  lost  $1.2  billion 
in  1984's  second  quarter.)  InterFirst 
stock  collapsed. 

Dignified  even  as  disaster  engulfed 
him,  the  chairman  hung  on  for  three 
more  months  until  he  was  forced  to 
resign.  Elvis  Mason  did  not  go  gentle 
into  that  good  night.  Obscurity  and 
defeat  are  not  what  he  is  about.  Be- 
sides, the  big-money  establishment 


seemed  in  no  way  to  blame  Mason  for 
the  debacle  at  InterFirst. 

Even  as  he  left  the  boardroom  after 
resigning  on  a  January  afternoon, 
Trammell  Crow,  the  Dallas  real  es- 
tate magnate  and  a  longtime  Inter- 
First  director,  stopped  him.  "Elvis, 
let's  do  something  together,"  said 
Crow.  "I'll  back  you." 

As  it  turned  out,  Trammell  Crow 
had  plenty  of  company.  By  October 
Mason  had  joined  with  one  of  Hous- 
ton's wealthiest  entrepreneurs,  Ran- 
dolph (Randy)  Best,  to  form  Mason 
Best  Co. 

With  Mason  operating  from  Dallas 


and  Best  from  Houston,  they  called 
themselves  a  "merchant  bank" — a 
highfalutin  name  for  a  dealmaking 
outfit  that  uses  its  partners'  and 
outsiders'  capital  to  buy  and  develop 
other  companies.  "We've  had  no  prob- 
lem raising  capital,"  says  Mason 
proudly. 

Crow  put  up  more  than  $5  million 
of  Mason  Best's  initial  $100  million. 
The  rest  came  from  19  other  partners, 
including  Loews  Corp.'s  CNA  Finan- 
cial; Robert  Strauss,  the  prominent 
Democrat  and  former  national  party 
chairman;  Arthur  Temple,  chairman 
of  Temple-Inland  and  the  man  who 
still  presides  over  Texas'  largest  tim- 
ber empire;  and  Capital  Cities/ABC. 
In  Texas  there  are  other  firms  that 
buy  and  develop  promising  compa- 
nies. Safe  to  say,  there  are  none  with 
the  sort  of  illustrious  backers  who 
have  flocked  to  Mason  Best. 

Only  last  month,  despite  the  fact 
that  Mason  Best  has  yet  to  declare  any 
profit  from  its  investments,  the  pair 
raised  another  $100  million,  much  of 
it  from  the  original  partners. 

Mason,  53,  the  son  of  a  Vivian,  La. 
accounting  clerk,  is  a  tightly  wound 
man  of  quiet,  some  would  say  stuffy, 
demeanor,  and  a  workaholic  who  is 
known  to  call  partners  at  6:30  on  Sun- 
day morning  to  discuss  business.  Best, 
on  the  other  hand,  is  Mr.  Hot  to  Ma- 
son's Mr.  Cool.  Looser  and  more  exu- 
berant, at  42,  Randy  Best  is  an  inquisi- 


Elvis  Mason  and  Randy  Best  of  Mason  Best 
Big  money,  big  players. 
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Don't  fly  without 

guarantees. 
1. 

We  guarantee  you  will  make  your  connecting  flight 
in  Germany. 

Because  we're  punctual,  you're  punctual,  too.  That's  why  we  guarantee  you 
won't  miss  your  connecting  flight  to  destinations  within  Germany  or  to  more 
than  130  Lufthansa  destinations  worldwide. 

But  if  you  happen  to  miss  a  connecting  flight  because  of  an  operational 
problem  we're  responsible  for,  we'll  not  only  put  you  on  the  next  available 
flight,  we'll  compensate  you  with  $200.00. 

This  guarantee  excludes  delays  such  as  weather  or  air  traffic  control 
problems  affecting  your  arrival. 

2. 

We  guarantee  your  baggage  will  arrive  with  you. 

We  guarantee  that  when  you  land  at  your  final  Lufthansa  destination,  your 
luggage  will  be  there,  too. 

If  by  chance  it's  not,  we'll  pay  you  $200.00  over  and  above  any  legal  claim. 

3. 

We  guarantee  you  will  have  a  seat  in  the  class 
you  booked. 

At  Lufthansa,  we  stand  behind  our  seating  reservations.  So  if  you  have  a 
confirmed  reservation  in  First  or  Business  Class  on  a  transatlantic  flight, 
you're  guaranteed  seating  in  that  class.  If  your  confirmed  reservation  in 
First  Class  is  unavailable,  you'll  fly  Business  Class  at  no  charge. 
And  if  your  confirmed  reservation  in  Business  Class  is  unavailable,  you'll 
be  upgraded  to  First  Class  at  no  charge.  But  if  First  Class  is  also  full,  you'll 
fly  Tourist  Class  for  free.  You  must,  naturally,  adhere  to  published  minimum 
check-in  times. 

General  Conditions: 

Guarantees  apply  to  Business  and  First  Class  passengers  only.  Trips  must  originate, 
be  booked  and  ticketed  in  U.S.  All  flights,  including  connecting  flights,  must  be  on 
Lufthansa.  Claims  must  be  made  in  writing  in  U.S.  within  60  days  of  date  of  occurrence. 
Subject  to  government  approval.  This  guarantee  program  may  be  terminated  at  any  time 
without  further  notice. 

If  you  want  more  details  about  our  guarantees,  write  to  Lufthansa  German  Airlines,  Dept.  UX  12, 
6  Cherry  Valley  Terminal  Road,  West  Hempstead,  NY  11552. 


Lufthansa 

German  Airlines 


Lufthansa  is  a  participant  in  United's  Mileage  Plus  program  and  Delta's  Frequent  Flyer  program. 
See  your  Travel  Agent. 


Between  the  insurance  your  company  needs  and 


When  the  channel  between  you  and 
the  coverage  you  need  appears  un- 
crossable,  James  insurance  brokers 
apply  the  resources  to  get  you  to  the 
other  side. 


lames  has  an  unstoppable  deter- 
mination to  find  solutions,  lames 
combs  the  length  and  breadth  of  the 
insurance  market,  doing  the  utmost 
to  find  the  best  possible  coverage  at 


the  best  possible  price.  That's 
kind  of  will  and  staying  power 
can  expect  from  your  lames  teq 
In  more  than  90  offices  natio 
and.  through  the  network  of 


irers  to  provide  it  lies  a  perilous  gulf. 


wick  Group,  with  300-plus  of- 
in  64  countries  worldwide, 
5  works  harder  to  carry  clients 
the  obstacles  and  get  the  cov- 

:  they  need.  America's  premier  insurance  broker 


James  builds  the  bridge. 


The  secret  of  Partagas  is  a 
living  Cuban  legend. 


His  name  is  Ramon  Cifuentes.  And  like 
his  father  before  him,  Partagas  Premium 
Cigars  are  his  life. 

Long  ago,  he  made  them  in  Cuba. 
Today,  more  than  20  years  after  his  exile, 
he  carries  on  his  family's  unique  tradition 
in  the  Dominican  tobacco  center  of 
Santiago. 


It  takes  almost  three  years  to  turn  the 
finest  tobaccos  in  the  world  into  a  Partagas. 
Each  of  them  is  made  entirely  by  hand. 
And  from  its  priceless  Cameroon  wrapper 
to  its  rich  aroma,  a  Partagas  is  unlike 
anything  your  senses  have  ever  experienced. 

Ramon  Cifuentes  will  have  it  no 
other  way. 


PARTAGAS 


@  Cifuentes  Y  Cii  1987 


THE  GREAT  AMERICAN  INVESTMENT 
NOW  EARNS  6.06% 

U.S.  Savings  Bonds  now  earn  competitive  rates,  like  money  market  accounts.  So  you're 
guaranteed  a  competitive  return  no  matter  what  happens  to  interest  rates!  All  you  need  to 
do  is  hold  your  Bonds  for  five  years.  Find  out  more,  call  anytime 

1-800-US-BONDS. 


Above  rate  effective  through  April  30,  1987. 
Bonds  held  less  than  five  years  poy  less  than 
the  averaged  semi-annual  rates 


U.S.  SAVINGS  BONDS 


THE  GREAT  AMERICAN  INVESTMENT 


A  public  service  of  this  publication. 


tive  man — he  spends  spare  time  at 
archaeological  digs  and  economic 
conferences — with  a  visceral  enthusi- 
asm for  business,  prone  to  broad 
smiles  and  statements  like,  "It's  a 
crime,  we're  so  happy." 

Best  met  Mason  when,  as  a  sopho- 
more at  Lamar  University  in  home- 
town Beaumont,  Tex.,  he  went  to  the 
local  bank  to  borrow  money  for  his 
growing  class-ring  business.  Called 
Gold  Lance,  it  was  bought  by  Beatrice 
Cos.  in  1970  for  some  $10  million  in 
stock.  Best  went  on  to  develop  ven- 
tures in  publishing,  hog  raising  and 
outpatient  surgery  centers,  steadily 
amassing  a  small  fortune. 

In  the  short  time  the  pair  have  been 
in  business,  they  have  done  deals  in 
fields  as  diverse  as  insurance,  foods, 
publishing,  communications,  small- 


Admiral  Bobby  Ray  Inman  ofWestmark 
Ready  to  start  buying  soon. 


business  forms  and,  most  recently, 
defense  and  energy.  Joining  them 
have  been  outside  investors  like  CBS, 
Prudential  and  Tenneco. 

None  of  their  deals,  they  claim,  are 
for  the  fast  buck. Their  partners'  mon- 
ey— minimum  investment  $5  mil- 
lion— must  be  committed  for  five 
years.  "We  do  nothing  quickly,"  says 
Mason  in  measured  tones,  between 
puffs  on  a  Marlboro.  "We're  trying  to 
produce  results  by  developing  operat- 
ing companies.  We  think  that's  how  a 
lot  of  wealth  is  created,  not  just 
through  transactions." 

They  picked  food  for  one  of  their 
first  deals.  The  food  industry  fit  Ma- 
son Best's  first  criterion:  an  industry 
unlikely  to  succumb  to  foreign  com- 
petition or  be  put  out  of  business  by 
new  technology.  "If  you're  wrong 
about  the  food  business,  how  wrong 
can  you  be?  It's  a  low-risk  invest- 
ment," says  Best. 

Thus  was  born  in  1985  Wyndham 
Foods.  Mason  Best  hired  Ian  Wilson, 
former  chief  executive  of  Castle  & 
Cooke,  and  spent  $100  million  for 
seven  specialty  foods  companies  with 
combined  revenues  of  just  over  $100 
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Surgical  Purity 


Fansteel  tantalum  is  used  in  electrolytic  capacitors,  aerospace 
fabrications  and  chemical  equipment.  But  it  may  surprise  you  to  discover 
that  pure  Fansteel  tantalum  is  also  used  in  health  care. 

Fansteel  draws  extremely  fine  tantalum  wire  for  surgical  sutures 
and  produces  tantalum  for  surgical  clips.  Fansteel  even  produces 
tantalum  sheet  for  skull  reinforcement  plates 
and  surgical  instruments. 

Development  of  high  purity  tantalum  products  for  medical  applications 
is  one  more  reason  why  it  will  pay  you  to  know  more  about  us. 


fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


America  turns 

to  gold. 


Gold.  As  desired 
as  it  is  precious.  Now  the 
United  States  Mint  has  created  the  per- 
fect means  for  owning  gold.  American 
Eagle  gold  bullion  coins. 

The  demand  for  these  coins  is  al- 
ready quite  high.  For  they  are  Ameri- 
can, with  their  weight,  content,  and 
purity  backed  by  the  U.S.  Treasury. 

To  accommodate  inves- 
tors'  individual  require- 
ments, American  Eagle  gold 
coins  come  in  one  ounce,  V2, 


V4,  and  V10  oz.  sizes 
and  can  be  purchased  at 
coin  and  precious  metals  dealers,  and 
participating  banks  and  brokers  near 
you. 

Also  available  are  one  ounce  Amer- 
ican Eagle  silver  coins.  The  cost  of 
American  Eagles  is  based  on  the  daily 
price  of  gold  or  silver,  plus  a  premium, 
and  will  fluctuate  accordingly. 
So  join  the  new  American 
gold  rush  to  American  Eagle 
gold  coins. 


AMERICAN  EAGLE  GOLD  &  SILVER  BULLION  COINS  @ 


million  last  year.  Mason  Best  put  up 
26%  of  Wyndham's  $35  million  in 
equity  and  got  a  37%  stake  in  the 
company. 

In  September,  Mason  Best  formed 
Westmark  Systems  to  buy  defense 
electronics  companies.  Mason's  in- 
spired pick  to  run  Westmark?  The 
much-sought-after  Admiral  Bobby 
Ray  Inman,  the  former  national  secu- 
rity director  and  deputy  CIA  chief 
who  was  leaving  his  post  as  chief  ex- 
ecutive of  Microelectronics  &  Com- 
puter Technology  Corp.  "There's  not 
a  living  son  of  a  bitch  Elvis  cannot 
reach,"  says  Robert  Strauss,  who  is  a 
Westmark  director. 

Westmark's  board  includes  others 
who  bear  testimony  to  Elvis  Mason's 
standing:  former  Defense  Secretary 
Donald  Rumsfeld;  Drew  Lewis,  the 


"We  do  nothing  quickly. 
We're  trying  to  produce 
results  by  developing 
operating  companies:  We 
think  that's  how  a  lot  of 
wealth  is  created." 


former  Transportation  Secretary  who 
runs  Union  Pacific;  David  Kearns, 
Xerox'  chairman;  and  Clifford  Grum, 
chief  executive  of  Temple-Inland. 
Westmark  already  has  more  than 
$150  million  in  equity  and  debt  capac- 
ity, although  Inman  won't  start  mak- 
ing acquisitions  until  late  summer. 

Being  a  Texas  outfit,  Mason  Best 
could  be  expected  to  be  interested  in 
oil — and  indeed  it  is.  Mason  and  Best 
are  starting  an  energy  company,  with 
domestic  exploration  and  production 
to  start  with,  and  possibly  interna- 
tional operations  and  refining  and 
marketing  down  the  road.  They're  ru- 
mored to  have  hired  Ralph  Bailey, 
who  ran  Du  Pont's  Conoco  subsid- 
iary, to  run  it.  They  say  they're  also 
looking  into  power  generation,  health 
care  and  basic  manufacturing,  partic- 
ularly auto  parts. 

Mason  and  Best  have  also  extended 
their  reach  to  Europe,  with  a  new  part- 
ner— Viscount  Etienne  Davignon,  ex- 
ecutive director  of  Societe  Generale  de 
Belgique,  the  big  Belgian  conglomer- 
ate—and a  London  office.  And  they're 
considering  an  Asian  office.  Explains 
Best:  "How  do  you  find  value?  You 
have  to  look  on  a  global  basis,  not  just 
in  one  corner  of  the  world's  economy." 

It  is  worth  noting  that  while  Mason 
and  Best  have  yet  to  prove  them- 
selves, they  clearly  feel  the  pressure  of 
big-name  investors  with  big  money 
on  the  line.  "It's  all  scary,"  says  Ran- 
dy Best.  "Time  will  tell  whether  we're 
very  good  at  this."  ■ 
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WHAT  MAKES 
ONE  MOKE  COMPATIBLE 
THAN  THE  OTHER? 


FEDERAL  TAX  CREDITS. 
LOCAL  TAX  INCENTIVES. 
NO  DUTIES. 
NO  QUOTAS. 
LOW  LABOR  COSTS. 


Hewlett-Packard  computed  the  difference.  And  found  the  Com- 
monwealth very  compatible  indeed.  That's  why  some  of  the  high- 
/olume  accessories  for  their  new  Vectra  PC  are  made  in  Puerto 
■?ico,  and  stamped  Made  in  the  United  States. 

Which  means  Hewlett-Packard  didn't  have  to  compromise  their 
oroduct-quality  reputation  one  bit,  while  getting  such  friendly  input 
3S  a  substantial  U.S.  federal  tax  credit.  Duty-free  access  to  the  U.S. 
market.  An  average  electronic-industry  labor  cost  of  $4.05  per  hour 
ess  than  that  on  the  U.S.  mainland.  Fast  shipping  and  flying  time  to 
he  States.  Factory  space  starting  at  $1 .25/sq.  ft./yr. 

And  most  important  of  all  to  productivity-  and  quality-conscious 
:ompanies  like  Hewlett-Packard,  Puerto  Rico  has  a  highly  skilled  hi- 
ech  labor  and  management  force  that  interfaces  with  such  names 
3s  Digital  Equipment,  Wang,  Lotus,  and  a  whole  island  of  U.S.  and 
nternational  manufacturers  of  everything  from  designer  clothes  to 
oacemakers. 

For  all  the  current  details,  without  obligation,  mail  in  the  coupon 
3r  call  Maria  Lopez  today  in  New  York  at  21 2-245-1 200,  Ext.  230. 


|    Yes,  I  want  to  know  more.  Please  send  my  Climate  is  Right  information 
immediately. 

NAME  


TITLE  

COMPANY, 

ADDRESS  

CITY  


.STATE. 


.ZIP. 


TELEPHONE  (  )  

PRODUCT  or  SERVICE  

□  Current  expansion  project     □  Future  expansion  planning 

Mail  to:  COMMONWEALTH  OF  PUERTO  RICO  Or  call  FOB  0406 

Economic  Development  Administration  Maria  Lopez 

1 290  Avenue  of  the  Americas  21 2-245-1 200 

New  York,  N.Y  10104-0092  Ext.  230 

L_  PUERTO  RICO  _  j 

The  climate  is  right. 


Planning. 

Doing  things  today  to  make  us 
better  tomorrow.  Because  the  future 
belongs  to  those  who  make  the  hard 
decisions  today-to  Eaton. 


Growing  into  the  future. 

Automotive  •  Electronics  •  Defense  •  Capital 


On  a  simple  formula,  brilliantly 
executed,  Leslie  Wexner  has 
made  himself  a  multibillion- 
aire.  Now  he  compares  his  com- 
pany, The  Limited,  with  LBM. 
Pride  goeth  before  a  fall? 

The 
Unlimited? 


By  Steven  B.  Weiner 


No  question:  Leslie  Wexner  is  the  U.S.'  number 
one  women's  apparel  merchant.  His  preemi- 
nence in  the  rag  trade  is  without  challenge  and 
without  precedent.  His  Columbus,  Ohio-based 
retailing  chain,  The  Limited  Inc.,  has  more 
than  tripled  in  size  in  the  last  five  years,  to  2,700  stores. 
Sales  have  quadrupled,  to  $3.14  billion,  and  the  company 
now  commands  an  estimated  7%  of  the  U.S.  women's 
clothing  market.  This  year  the  outlook  is  for  continued 
strong  growth. 

"Trees  really  do  grow  to  the  sky,"  Wexner  is  fond  of 
saying,  and  the  stock  market  doesn't  seem  to  disagree. 
From  as  low  as  $5  a  share  in  1984,  Limited's  stock  rose  to 
$35  last  year  and  has  since  jumped  by  another  33% .  Its  1 88 
million  shares  have  a  total  market  value  of  nearly  $9 
billion — which  amounts  to  nearly  3  times  annual  sales 
and  11  times  book  value.  At  28  times  expected  1987 
earnings,  the  stock  sells  at  a  32%  premium  to  the  price/ 

Illustrations  bv  Greg  Couch,  charts  bv  Andv  Christie 


earnings  ratio  for  the  Dow  Jones  industrials.  Built  into  the 
current  stock  price,  in  short,  is  a  premium  worth  several 
billions  of  dollars,  which  says  The  Limited  can  keep  grow- 
ing at  the  present  rate  for  a  long  time  to  come. 

Owning  30%  of  the  stock,  Leslie  Wexner  has  a  personal 
fortune  worth  $2.7  billion.  On  paper,  at  least,  he  is  one  of 
the  dozen  richest  people  in  America. 

History  shows  that  such  inflated  values  usually  end  in 
big  losses  for  investors  when  it  is  finally  realized  that  the 
growth  of  early  years  cannot  be  extended  indefinitely.  Will 
this  case  be  different?  There's  little  reason  to  think  it  will. 

For  The  Limited  Inc.'s  hell-for-leather  growth  has  ob- 
scured a  real-world  truth — with  great  size  come  substan- 
tial new  problems.  Wexner  is  not  a  modest  man,  and  his 
towering  self-confidence  has  been  embraced  by  his  asso- 
ciates as  part  of  The  Limited's  culture.  The  result  is  a 
corporate  arrogance  built  around  an  almost  religious  rever- 
ence for  Wexner  and  an  unshakable  belief  that  The  Limit- 
ed can  do  no  wrong. 

The  early  warnings  of  investor  disenchantment  come 
from  the  major  institutional  holders  who  are  reducing 
their  Limited  stakes.  Take  Investors  Research  Corp.,  a 
Kansas  City,  Mo.  mutual  fund  manager.  In  last  year's 
second  half,  the  firm  sold  nearly  789,000,  or  about  half,  of 
its  Limited  shares.  Why?  Investors  Research  bails  out  of 
stocks  with  declining  earnings  growth  rates,  says  Robert 
C.  Puff,  an  equity  portfolio  manager  there.  "Money  fol- 
lows earning  power,"  he  says. 

More  than  a  dozen  big  institutional  holders  cut  their 
Limited  holdings  in  last  year's  second  half.  Says  one  in- 
vestment manager,  "The  sheer  law  of  numbers  tells  you 
that  as  their  base  gets  larger,  it's  difficult  to  grow  at  the 
same  or  higher  rate.  The  valuation  of  their  shares  is  depen- 
dent on  their  high  rates  of  growth." 

To  give  credit  where  real  credit  is  due,  Wexner  has 
refined  the  art  of  formula  merchandising,  overseas  manu- 
facturing and  rapid-response  distribution  to  a  high  degree 
of  polish.  Everything  is  sharply  focused  on  merchandise 
and  pleasing  the  customer.  Limited  stores,  founded  by 
Wexner  with  a  $5,000  stake  in  1963,  sell  high-fashion, 
moderately  priced,  mostly  private-label  merchandise  to 
teenagers  and  young  women.  Limited  Express,  created  by 
Wexner  in  1980,  focuses  on  even  younger  girls. 

Wexner's  other  divisions  have  all  been  acquisitions  that 
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Garment  gusher 

Profits  have  declined  at  The  Limited  only  three  times 
since  the  chain  was  founded;  in  1966  and  1967,  when  they 
slipped  59%,  to  a  threadbare  $10,743,  and  again  in  1978, 
when  the  cost  of  overexpansion  coupled  with  flattening 
sales  dropped  earnings  55%,  to  $5.9  million.  But 
acquisitions  and  strong  internal  growth  have  fueled  a  sales 
and  profits  explosion  in  the  1980s,  with  both  rising  at 
compound  annual  rates  of  about  60%  for  the  last  six  years. 
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Wexner  and  his  associates  have  turned  around.  Lane  Bry- 
ant sells  fashionable  clothing  to  women  size  14  and  up. 
Victoria's  Secret  has  made  sexy  lingerie  a  respectable  and, 
better  yet,  high-volume  business.  Lerner  stores  do  what 
Limited  outlets  do,  but  at  even  lower  prices,  and  Henri 
Bendel,  the  expensive  New  York  City  style-setter,  is  being 
recast  as  a  high-fashion  version  of  the  mother  store.  The 
company  also  operates  an  off-price  chain  specializing  in 
larger  sizes,  a  catalog  division,  an  experimental  chain 
selling  large  sizes  under  the  Lerner  label,  and  Mast  Indus- 
tries, the  sophisticated  merchandise  procurement  arm 
that  last  year  notched  $600  million  in  sales,  up  50%  from 
1985 — 80%  of  it  for  Limited  divisions. 

The  stores  all  work  along  similar  principles.  They  usual- 
ly stock  tightly  edited  "programs"  rather  than  apparel 
separates.  That  is,  they  feature  complementary  groups  of 
stylish,  easy-to-match  clothing. 

But  Wexner  is  no  fashion-design  genius.  He  and  his 
people  are  actually  dogged  observers  and  inspired  copiers. 
Limited's  legions  ceaselessly  search  the  world  for  fashion 
ideas,  plugging  dozens  of  knocked-off  looks  into  their 
stores,  quickly  dumping  the  dogs  and  pumping  the  win- 
ners for  every  shred  of  potential  profit. 

The  system  hawks  bare-faced  phony  fashion,  such  as  the 
Forenza  line.  Forenza  was  created  by  Limited  buyers  as  a 
synthesis  of  various  European  looks,  yet  it  is  marketed  as 
the  output  of  a  genuine  Italian  designer.  Or  Outback  Red,  a 
line  that  insinuates  an  Australian  or  safari  look  without 
being  either.  Image  is  everything  in  this  game,  and  what 
Limited  puts  behind  the  label  can  change  in  a  twinkling. 
"What  Outback  Red  is  today  may  not  be  what  it  is  tomor- 
row," says  Verna  Gibson,  president  of  the  Limited  Stores 
division.  "It  has  a  lot  of  ability  to  change." 

This  is  not  a  company  that  lingers  over  its  mistakes: 
Wexner's  divisions  dump  tons  of  clothing  into  the  off- 
price  and  bargain-basement  market  each  year.  "When 
you  eat  like  an  elephant,  you  s—  like  an  elephant," 
Wexner  has  said.  He  actually  likes  mistakes;  buyers  are 
graded  not  only  on  their  successes  but  also  on  their 
failures.  Too  many  hits  means  the  buyer  isn't  taking 
enough  chances,  Wexner  says. 

If  he  has  any  doubts  about  the  future, 
Wexner  doesn't  show  them.  He  says  he  will  $!  09 
open  500  stores  a  year,  doubling  the  size  of  his 
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Shopping  the  empire:  a  sense  of  sameness 


Limited,  thy  name  is  duplication.  With  increasing 
frequency,  Limited's  divisions  look  like  copies  of 
one  another,  right  down  to  the  frills,  if  not  the  price 
tags.  Take  this  Eileen  West  night- 
gown. At  Henri  Bendel,  The  Limi- 
ted's supposedly  exclusive  fashion 
house  in  Manhattan,  it  was  priced 
recently  at  $125.  But  at  Limited  and 
Victoria's  Secret  stores  just  blocks 
away,  essentially  the  same  gown  sold 
for  $79.  Forbes  found  seven  fashion 
labels  at  Bendel  that  were  duplicated 
at  other  Limited  divisions. 

There  are  plenty  of  other  signs 
that  Limited  divisions  have  begun 
to  trip  over  one  another.  At  the 
Brickyard  Mall  in  northwest  Chica- 
go one  recent  day,  entryway  dis- 
plays in  Limited  and  Lerner  stores 
were  of  the  same  bulky-knit  sweat- 
ers, hanging  from  identical  cross- 
trees.  Forenza,  Limited  Stores'  Eu- 
ropean-look label,  has  been  copied 


by  Lerner's  Venezia  label.  A  castoff  Limited  label, 
Hunters  Run,  has  been  revived  as  Lerner's  copy  of 
Outback  Red,  Limited's  current  Australian/safari  look. 

Lerner  Woman,  a  new  big-size  chain, 
looks  a  lot  like  Lane  Bryant  because 
Lane  Bryant  runs  it.  And  nearly  every 
division  stocks  its  version  of  the  ten- 
button  sweater,  itself  a  style  stolen 
from  The  Gap. 

At  Bendel,  says  new  President 
Mark  Shulman,  one  answer  will  be 
to  stock  fewer  brand  names  and 
more  exclusive,  private-label  mer- 
chandise. Lane  Bryant,  with  sizes  14 
and  up,  and  Lerner,  with  low-priced 
goods,  figure  their  customers  won't 
also  be  shopping  at  Limited  stores 
or  Bendel.  But  with  all  this  copying 
going  on,  a  former  top  executive  of 
The  Limited  asks  the  key  question: 
"From  the  consumer's  point  of 
view,  when  does  it  all  stop  being 
interesting? "— S.B.  W. 
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chain  in  five  years  and  ultimately  boosting  sales  of  his 
existing  divisions  to  about  $10  billion — $1  billion  a  year 
for  the  next  three  years  at  least.  "If  you  want  to  look  at 
what  we  are  going  to  do,  look  at  what  we  have  done," 
Wexner  says.  "A  good  analogy  is  that  ten  years  ago  people 
actually  wondered  whether  IBM  could  continue  to  grow." 
He  is  proud  of  the  fact  that  he  wrings  growth  from  existing 
stores  as  well  as  getting  it  from  new  ones:  The  oldest 
division,  Limited  Stores,  rang  up  a  1986  sales  gain  of  more 
than  20%  at  units  open  at  least  a  year.  And  the  division  has 
begun  distributing  a  new  catalog  and  experimenting  with  a 
new  credit  card. 

So  what  could  go  wrong?  Plenty.  Finding  reliable  foreign 
manufacturers  is  getting  tougher,  and  Wexner's  stores  are 
vulnerably  dependent  on  overseas  sources.  Why?  Asia's 
factories  produce  tons  of  quality  clothing  quickly  and 
cheaply.  More  than  50%  of  Wexner's  merchandise  is  made 
overseas,  compared  with  an  apparel  import  rate  of  less 
than  20%  at  such  competitors  as  Sears,  Roebuck. 

"You  can  tell  that  the  buying  system  is  really  stretched 
already,  overextended,"  says  a  former  senior  executive  at 
Mast,  the  procurement  arm.  "In  some  categories,  like 
skirts,  we  can't  find  ail  that  we  need,"  agrees  Martin  Trust, 


Mast's  president.  "Great  quality  factories  don't  grow  on 
trees.  If  I  could,  I'd  make  everything  in  one  country,  but 
with  some  things  we  may  end  up  in  five,  with  several 
different  quality  levels."  He  adds,  "We  are  stretched." 

Take  something  as  simple  as  Outback  Red  shorts  at 
Limited  stores.  A  recent  shopping  trip  by  Forbes  turned  up 
four  places  of  origin  for  one  style — Turkey,  China,  Mauri- 
tius, Hong  Kong — and  several  different  quality  levels. 

Back  in  1985  the  company  bought  from  4,900  suppliersi 
and  factories.  This  year,  the  company  is  forced  to  use  more 
than  6,000.  Mast,  the  buying  organization,  has  been  in- 
creasing its  manufacturing  exposure  steadily.  It  has  done 
so  through  such  measures  as  14  joint  ventures — where 
proven  manufacturers,  with  Limited's  backing,  build  and 
operate  factories  in  remote  locations  that  have  been  rela- 
tively free  of  U.S.  apparel  import  restrictions.  In  the  most 
recent,  Limited  and  Daewoo,  the  South  Korean  conglom- 
erate, are  opening  a  wool  sweater  factory  in  Costa  Rica, 
with  hopes  of  eventually  producing  96,000  garments  a 
month  there.  But  Daewoo  officials  say  it  may  take  years  to 
train  local  workers  up  to  that  production  level. 

Another  costly  ploy,  says  Trust,  is  to  pay  factories  toi 
stand  idly  by,  waiting  for  Limited's  rush  orders.  That's 
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comparatively  rare,  and  sometimes  even  that  drastic  step 
won't  work  if  Mast  opts  to  use  the  production  capacity  to 
satisfy  the  merchandise  needs  of  one  of  its  higher-paying, 
non-Limited  customers,  such  as  a  department  store. 

A  parallel  problem  is  speed.  Wexner's  stores  depend  on  it 
to  stay  ahead  of  competitors.  Using  747  jumbo  jet  ship- 
ments direct  to  Limited's  Columbus  distribution  center, 
his  procurement  system  can  resupply  stores  with  hot 
items  in  just  weeks,  compared  with  the  months  required 
by  most  retailers.  Yet,  already  that  resupply  capacity  is 
limited  to  single  items,  such  as  an  individual  sweater; 
major  portions  of  a  merchandise  program  can't  be  replaced 
that  quickly  at  the  larger  Limited  divisions.  And  one  good 
alternative — using  more  U.S.  suppliers — hasn't  worked. 
Some  refuse  to  make  Wexner's  private-label  goods,  and 
others  refuse  to  work  on  Wexner's  breakneck  schedule. 
"They're  just  lazy,"  Wexner  snorts. 

An  additional  alarming  prospect:  Protectionist  legisla- 
tion and  new  Reagan  Administration  rules  would  sharply 
reduce  the  growth  of  imports  from  high-profile  sources 
such  as  Taiwan,  Hong  Kong  and  Korea. 

The  roots  of  Wexner's  future  problems,  however,  are  not 
all  overseas.  "His  Limited  stores  get  a  very  strong  concen- 
tration of  people  under  25,  people  who  aren't  settled  and 
who  change  loyalty  in  an  instant,"  says  George  Rosen- 
baum,  president  of  Leo  J.  Shapiro  &  Associates,  a  Chicago 
market  research  firm.  It's  not  just  a  question  of  merchan- 
dise. "If  the  Limited  is  itself  a  fashion,  it,  too,  can  go  out  of 
mode  as  the  place  to  shop,"  says  Rosenbaum.  The  danger 
is  not  at  all  farfetched — names  that  once  were  as  good  as 
gold,  such  as  the  old  Izod  activewear  lines,  were  all  but 
ruined  when  their  adolescent  customer  base  abruptly 
changed  loyalty.  "Everyone  in  the  fashion  business  hits 
the  wall,  and  he's  going  to  hit  the  wall,  too,"  says  Walter 
Levy,  a  prominent  New  York  retail  consultant. 

Nothing  kills  a  fashion  phenomenon  more  quickly  than 
customers'  boredom.  A  sense  of  sameness  has  settled  over 
The  Limited's  divisions — a  consistency  of  merchandise 
that  over  the  long  term  threatens  to  undermine  its  reputa- 
tion for  freshness  and  fashion  (see  box,  p.  78). 

Wexner  shrugs.  He  says  such  duplication  is  good  be- 


Limited's  diverse  portfolio 


The  Limited  is  a  niche  player,  with  each  of  seven  store  divisions  and  a  catalog  house 
focusing  on  a  different  customer.  Yet  by  far  the  most  productive  units  are  the  oldest 
and  most  general — the  654-store  Limited  Stores  division  and  750  Lerner  outlets. 
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cause  it  shows  that  The  Limited  has  a  winning  culture.  Its 
buyers  copy  only  the  best  fashions,  and  very  often  that 
means  Lerner  or  Lane  Bryant  buyers  may  knock  off  hot 
items  from  Limited  Stores.  "I  don't  tell  them  what  to  buy, 
but,  from  the  outside,  it  looks  as  though  my  hand  is  on 
everything,"  Wexner  says.  "What  am  I  supposed  to  do,  tell 
Lerner  that  whatever  they  do,  don't  copy  from  Limited 
Express,  copy  from  losers?" 

Maybe  not,  but  as  more  competitors  learn  to  do  what 
Wexner  does,  the  customer,  confronted  repeatedly  with 
the  same  item,  may  find  it  all  boring.  Gibson  pooh-poohs 
such  reasoning:  "We'll  just  have  to  move  raster,"  the 
Limited  Stores'  boss  says.  But  how  fast  can  anyone  move, 
especially  a  multibillion-dollar  operation? 

And  how  many  top-notch  store  managers  can  you  find? 
Lane  Bryant  has  about  580  stores  and  7,600  employees  and 
plans  to  add  200  stores  this  year.  That  means  hiring  two 
regional  managers,  32  district  managers,  200  store  manag- 
ers, 400  lower-level  supervisors  and  thousands  of  sales 
clerks  to  staff  just  one  year's  worth  of  new  outlets.  "It's 
like  a  second  Christmas  every  year,"  says  Lane  Bryant 
President  Ira  Quint  of  the  demand  for  employees. 

The  Limited  is  already  legendary  in  the  industry  for  its 
rate  of  burnout  and  turnover  among  middle-level  manag- 
ers. "They're  a  meat  grinder,"  says  Donald  Bird,  who 
planned  and  ran  the  company's  Columbus  distribution 
center  before  returning  to  his  career  as  a  retail  distribution 
consultant.  Charles  S.  Gervais,  The  Limited's  real  estate 
director  until  mid- 1985,  observed  50  store-lease  deals  a 
month,  far  more  than  most  companies  complete  in  a  year. 
"Human  beings  can  only  handle  so  much,"  says  Gervais, 
who,  like  many  talented  Limited  executives,  left  to  start 
his  own  business — a  Florida-based  store-siting  concern. 

Another  limitation  is  real  estate.  Already,  says  Gervais, 
Limited  Stores  "have  pretty  well  saturated  their  market," 
and  divisions  such  as  Lane  Bryant  and  Victoria's  Secret  are 
approaching  saturation.  Only  a  few  new  malls  are  being 
built  each  year. 

That  Leslie  Wexner  has  a  magic 
touch  when  it  comes  to  catering  to 
women's  tastes  in  clothes  cannot  be 
denied.  But  how  far  can  a  magic 
touch  go?  Says  Gervais,  "There's  no 
way  you  can  stop  the  bureaucracy 
from  getting  into  the  organization, 
no  matter  how  entrepreneurial  you 
try  to  be.  That  neat  little  company  is 
turning  into  a  big  company,  and  we 
saw  less  and  less  of  Les." 

Yet — as  demonstrated  by  his  spec- 
tacularly unsuccessful  grabs  for  Car- 
ter Hawley  Hale  in  1984  and  last 
year — Wexner  wants  more  and  big- 
ger challenges.  His  ego  seems  to  de- 
mand that  he  prove  himself  to  be 
more  than  just  a  successful  dress 
merchant — more  than  just  an  up- 
start from  Dayton  who  elbowed  his 
way  to  prominence.  He  itches,  he 


says,  to  acquire  other  big  companies — Carter  Hawley  and 
its  Neiman-Marcus  unit,  to  name  two — and  make  them 
work.  "You  wouldn't  have  to  be  a  rocket  scientist  to  fix 
them.  What  makes  me  tick  is  that  I  like  to  fix  things," 
Wexner  says. 

In  fact,  one  important  object  of  Leslie  Wexner's  scrutiny 
is  Wexner  himself.  During  an  interview  with  Forbes,  the 
billionaire  talks  almost  as  much  about  his  own  psyche  as 
he  does  about  his  business.  At  times,  a  sense  of  omniscient 
mysticism  permeates  his  analysis,  as  when  he  declares, 
straight-faced,  that  Limited  is  so  strong  that  "one  plus  one 
equals  three"  there.  At  other  times,  he  seems  to  have  a 
chip  on  his  shoulder.  He  derides  the  phoniness  of  "New 
York  sophisticates"  while  praising  the  common  sense  and 
work  ethic  of  Midwesterners.  He  refers  to  retailers  who 
have  tried  to  copy  his  success  formula  as  "sheep." 

"What  you  have  to  understand,"  Wexner  says  at  one 
point,  "is  that  I  have  an  Oriental  mind."  Observes  Quint, 
president  of  Lane  Bryant,  "In  him,  self-love  is  not  just 
justified,  but  essential." 

The  Wexner  arrogance  translates  easily  into  his  super- 
charged organization.  "It's  not  absurd  to  believe  that  all 
customers  might  go  to  only  one  store  if  that  store,  like  us, 
is  that  much  better  than  the  other,"  says  Robert  Grayson, 
who  turned  around  Lerner  for  Wexner  in  one  year. 

But  some  things  can't  be  fixed — at  least  not  by  the  same 
methods  that  have  worked  in  other  circumstances.  Take 
Bendel.  Purchased  in  1985,  the  old  Bendel  was  a  bright 
beacon  of  eclectic  fashion.  But  it  was  barely  profitable.  As 
envisioned  by  the  store's  new  president,  Mark  Shulman, 
the  new  Bendel  will  continue  to  be  expensive,  almost 
certainly  will  be  profitable,  but  will  no  longer  be  eclectic. 
Shulman  wants  the  store  to  look  as  though  it  was  bought 
by  one  person  with  one  theme  and  one  color  palette  in 
mind.  In  that  way  people  will  buy  the  image  of  the  store 
rather  than  the  image  of  the  designer.  He  holds  up  a  $150 
designer-label  sweater  alongside  a  similar  $48  all-cotton 
knit  bearing  the  Bendel  label.  "Why  would  anyone  want  to 
pay  $100  more  for  this  one?"  he  asks 
rhetorically — meaning  that  since 
people  will  pay  more  for  the  label, 
the  extra  profit  might  as  well  go  to 
The  Limited  as  to  some  designer. 

Leslie  Wexner  is  a  promotional 
and  merchandising  genius.  He  has 
found  that  women  will  rush  to  buy 
clothes  bearing  a  phony  Italian 
or  pseudo-Australian  label — even 
though  the  designs  are  knockoffs 
and  the  articles  made  in  Taiwan  or 
Hong  Kong — and  that  the  secret  to 
fashion  merchandising  is  speed  of 
delivery.  These  are  smart  insights, 
but  they  are  neither  profound  nor 
capable  of  endless  application.  Les- 
lie Wexner — and  investors — ought 
to  recall  the  story  of  Galileo,  who 
went  blind  because  he  stared  too 
long  at  the  stars.  ■ 
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Bridging  securities  industry  gaps. 
At  Irving  Trusty  it's  customary. 


BBS 


"A  number  of  banks  describe  themselves  as  'Wall  Street-wise'  in  filling  the 
needs  of  the  securities  industry.  But  none  offers  the  full  service  capabilities  and 
technological  advances  offered  by  Irving  Trust,"  says  Truett  Allen,  Senior  Vice 
President,  seen  at  left. 

"That  includes  the  traditional  credit  and  operational  services  you'd  expect, 
plus  a  number  of  custom  and  innovative  services  that  respond  to  specific  or 
emerging  customer  needs,"  adds  Neal  Maher,  Senior  Vice  President,  seen  at 
right.  "Our  micro-based  capabilities,  which  link  a  customer's  PC  to  our  main- 
frame securities  and  funds  processing  systems,  are  just  one  example." 

Large  firm  or  small,  near  Wall  Street  or  not,  you  can  benefit  from  our  broad 
range  of  services.  We're  a  leader  in  ADRs  and  letters  of  credit.  A  major  force 
in  securities  lending.  And  we  have  the  integrated  facilities  to  provide  both 
routine  and  specialized  back-office  services. 

For  more  information,  write  or  call  us.  Irving  Trust,  One  Wall  Street,  New  York, 


NY  10015.  212/635-1160. 
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from  the  new 
LaserJet  Series  II 
Printer? 
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d  combination  of  text  and 
ihics.  With  additional  plug-in 
lory,  you  can  also  produce  full- 
3  300  dpi  graphics,  like  our 
;  form  shown  below.  To  do  this, 
sed  HP's  new  ScanJet  desk- 
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type  of  business  document  you 
need.  And  LaserJet  Series  II 
works  with  all  popular  PCs. 

In  fact,  only  the  price  is 
unexpected— starting  as  low 
as  $2495* 

For  the  authorized  dealer  near- 
est you,  call  us  at  1  800  367-4772, 
Ext.  687A. 

Microsoft  is  a  registered  trademark  of  Microsoft  Corp  Pagemaker  is  a 

U  S  registered  trademark  of  Aldus  Corporation 

♦Suggested  U  S  list  price  ©  1987  Hewlett-Packard  Co  PE12701FB4 
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On  the  Docket 


In  its  campaign  against  waste  and  fraud 
in  government  contracts,  the  fustice  De- 
partment is  indulging  in  a  not  very  subtle 
form  of  blackmail. 

The  return 
of  the  blacklist 


By  Deirdre  Fanning 


In  December  1985  the  U.S.  Attor- 
ney's Office  charged  Paradyne 
Corp.,  a  Largo,  Fla. -based  manu- 
facturer of  data  communications 
equipment,  with  conspiring  to  de- 
fraud the  Social  Security  Administra- 
tion via  an  $80  million  computer  con- 
tract. The  charges  attracted  nation- 
wide attention  and  wound  up  forcing 
Paradyne  last  month  to  plead  guilty  as 
well  as  pay  $1.2  million  in  govern- 
ment fines  and  costs. 

But  was  it  guilt  alone  that  forced 
Paradyne's  hand?  According  to  Para- 
dyne itself,  a  major  reason  it  copped  a 
plea  was  to  lift  a  Justice  Department 
suspension  order  banning  it  from  all 
government  business  until  the  case 
was  settled. 

Meet  the  most  controversial  new 
government  enforcement  tool  of  the 
1980s — the  blacklist.  Sure,  you  say, 
the  guilty  always  protest  their  inno- 
cence— all  the  way  to  the  gas  chamber 
door  if  necessary.  But  there's  an  im- 
portant difference:  The  convicted  fel- 
on who  insists  he  didn't  commit  the 
crime  in  question  is  at  least  not  pun- 
ished before  getting  his  day  in  court. 

With  blacklists,  things  work  the 
other  way  around:  You're  guilty  until 
proved  innocent,  and  along  the  way 
you  may  go  bankrupt  for  lack  of  busi- 
ness while  defending  yourself.  Para- 
dyne may  or  may  not  have  been  guilty 
of  the  charges  stated,  but  denying  it 
access  to  government  business  until 
the  case  was  settled  inevitably  makes 
the  government  look  like  a  bully — 
and  Paradyne  like  an  innocent  victim 
of  pressure. 
Yet  Paradyne  is  hardly  the  only  gov- 


Chas  B  Slacknun 

ernment  contractor  to  have  felt  the 
lash  of  government  suspension  orders 
recently.  Companies  as  large  as  Gen- 
eral Electric  and  as  small  as  Bruno 
Harris  Cement  Contracting  of  Con- 
neaut  Lake,  Pa.  have  been  yoked  into 
pleading  guilty  to  various  charges  of 
defrauding  the  government.  Yet  in 
many  cases  individuals  named  as  co- 
defendants  in  the  actions  have  gone 
on  to  defend  themselves  in  court  and 
have  subsequently  been  acquitted.  "A 
board  of  directors'  first  responsibility 
is  to  keep  the  company  economically 
viable,"  notes  Washington  attorney 
Brendan  Sullivan,  a  partner  at  Wil- 
liams &  Connolly.  "You'll  find  that 
companies  are  pleading  guilty  to  al- 
most anything  nowadays,  in  order  to 
stay  in  business." 

The  whole  business  of  suspension 
orders  derives  from  the  1982  Federal 
Acquisition  Regulations,  which  em- 
power the  government  to  suspend 
and/or  debar  companies  or  individ- 
uals suspected  of  contract  abuses 
from  doing  any  additional  business 
with  the  federal  government  until  the 


matter  is  resolved  one  way  or  the  oth' 
er.  While  a  debarment  is  generall) 
issued  for  a  specific  period  of  timfi 
after  an  actual  conviction,  a  suspen 
sion  is  a  temporary  condition  that  is 
generally  lifted  only  at  the  comple 
tion  of  the  criminal  proceedings— 
which  can  drag  on  for  years. 

Why  use  suspension  orders  at  all 
especially  when  fines  and  penalties 
can  be  made  retroactive  at  the  com' 
pletion  of  trials?  Preventive  medicine 
is  the  stated  reason.  "The  regulations 
are  designed  to  protect  the  govern- 
ment from  doing  business  with  a  pos 
sible  crook,"  says  Howard  Cox,  a  dep 
uty  assistant  inspector  general  in  the 
Defense  Department. 

Yet  in  practical  terms  a  suspension 
order  can  spell  financial  disaster  for  a 
firm  heavily  dependent  on  govern 
ment  business.  "It  really  affects  youi 
ability  to  go  forward  on  existing  con 
tracts  or  bid  on  new  ones,"  says  Rich 
ard  Williams,  general  counsel  at 
Gould  Electronics,  Inc.,  based  in  Roll 
ing  Meadows,  111.  That's  big  trouble 
for  any  company  in  the  defense  busi- 
ness, for  example,  because,  as  Wil 
liams  puts  it,  "you've  only  got  one 
customer — the  government." 

No  wonder  that  many  companies 
plead  guilty  as  soon  as  the  Justice 
Department  even  mutters  the  words) 
"suspension  order/' 

That  was  the  situation  in  which 
General  Electric,  which  derives 
around  a  quarter  of  its  business  from 
government  work,  found  itself  two 
years  ago  upon  being  indicted  for  mis- 
charging  the  Air  Force  on  a  Minute- 
man  missile  reentry  vehicle  contract. 
No  sooner  was  the  company  hit  with 
a  suspension  order  than  it  pleaded 
guilty,  paying  slightly  over  $1  million 
in  fines. 

For  many  companies  the  threat  of 
being  blacklisted  is  enough  to  inspire 
a  guilty  plea.  Take  GTE  Corp.,  which 
pleaded  guilty  in  September  1985  to 
unauthorized  receipt  of  classified  De- 
fense Department  documents.  No 
sooner  did  GTE  plead  guilty  and  lift 
the  threat  of  suspension  than  it  netted 
a  $4.3  billion  contract  to  build  a  radio 
telecommunications  system  for  the 
U.S.  Army. 

In  the  last  two  fiscal  years  both 
debarments  and  suspensions  under 
the  1982  regulations  have  nearly  dou- 
bled in  number — and  so,  too,  have  the 
number  of  guilty  pleas.  Admits  How- 
ard Cox  of  the  Defense  Department, 
"We  believe,  and  the  major  contrac- 
tors agree,  that  they  are  more  con- 
cerned with  avoiding  suspension  and 
debarment  than  they  are  with  avoid- 
ing outright  conviction."  Some  would 
call  it  blackmail.  ■ 
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If  the  world  were  a  perfect 
place,  you  wouldn't 
need  a  Buick. 


The  real  world 
includes  long 
stretches  of  traffic, 
terrible  weather  and 
serious  demands  on  your 
car.  So,  may  we  suggest  that 
you  consider  a  car  intelligently 
designed  to  handle  the  real  world? 
We're  suggesting  you  consider 
Buick  LeSabre.  Not  because  it's 
perfect,  but  because  it  is  so  good 
at  the  things  that  really  count.  For 
example... 
For  adults 

Those  of  us  who  have  gradu- 
ated to  adulthood  appreciate  cer- 
tain significant  accommodations  to 
reality.  A  glance  at  LeSabre's  inte- 
rior tells  you  it's  rich  and  hand- 
some. Sit  in  it  and  you  find  some- 
thing even  better:  true  support 
c- combined  with  deep  luxury.  And 
'  the  available  6-way  power  control 
eat  puts  a  wide  range  of  adjust- 
ments at  fingertip  control. 

While  you're  sit- 
ting in  that  seat,  do 
another  reality 
check  and 
you'll  find 
another 


surprise: 
HB^.  room.  You 
have  to 
stretch 
to  reach 
the  far 
side.  Clearly, 
3uick  is  an  automobile  built  for 
adult  pleasure, 
n  the  long  run 

The  real  world  is  not  kind  to 
automobiles.  Rain,  rocks,  potholes, 
|Tiud,  salt,  ice  and  humanity  all  take 


their  toll.  Buick  is 
prepared  to  fight  back. 
Take  something  as  funda- 
mental as  the  paint.  The  LeSabre 
finish  starts  seven  layers  down. 
First,  the  body  is  immersed  in  a 
phosphate  cleaning  solution.  Then 
it  is  electrically  charged  to  provide 
a  magnetic  attraction  for  paint. 
Only  then  does  the  first  primer  coat 
go  on.  After  the  primer  coat  is  wet- 
sanded  by  hand,  a 
platoon  of  robots 
applies  two  sepa- 
rate layers  of  color 
enamel,  dancing 
and  whirling  to 
cover  every  surface 
evenly  and  com- 
pletely. 

Finally,  two  coats 
of  clear  acrylic  enamel  are  added 
to  provide  a  deep,  lustrous  finish  to 
keep  your  Buick  handsome  through 
years  of  life's 
abuses. 


Buick  LeSabre  Sedan 

To  drive 

When  all  is  said  and  done,  the 
real  test  of  satisfaction  with  a  car 
happens  behind  the  steering 
wheel.  And  Buick  is  just  what  the 
driver  ordered. 

LeSabre's  big  3.8-litre  V-6  with 
sequential-port  fuel  injection  is 
there  to  do  the  job  quietly,  easily, 
reliably.  Fully  independent  suspen- 
sion not  only  smooths  the  ride  but 
also  grips  the  road  in  a  highly 
sporting  manner. 

Until  the  world  we  live  in 
perfects  itself,  may  we  suggest 
that  you  buckle  up  and  see  your 
Buick  dealer  for  a  test  drive  in 
an  automobile  , 
that  can  make 
reality 
enjoyable. 
Really. 
For  more 
information, 
a  brochure  or 
a  test  drive,  call 
1-800-87-BUICK 
(1-800-872-8425). 


Where  better  really  matters. 


BUICK 


Taxing  Matters 


Edited  by  Laura  Saunders 


Why  would  an  investment  banker  keep  his 
loot  in  a  closet?  Because  its  getting  very, 
very  difficult  to  hide  cash  from  the  IRS. 


Stash 
accounting 


will  come  in.  Cash,  in  short,  that  es- 
capes notice  the  first  time  around 
may  leave  traces  later. 

The  obvious  place  to  put  a  $700,000 
cash  payment,  in  a  bank  account,  is 
ruled  out  by  the  law  requiring  banks 
to  tattle  on  people  who  deposit  or 
withdraw  more  than  $10,000  in  cur- 
rency. The  law  has  been  on  the  books 


By  Adam  Snitzer 


It  sounded  bizarre.  Former  Kid- 
der, Peabody  dealmaker  Martin 
Siegel,  the  Wall  Street  Journal  re- 
ported, kept  $700,000  from  Ivan 
Boesky  in  a  closet  and  used  it  to  pay 
his  child's  nurse.  Aren't  there  better 
ways  of  dealing  with  that  kind  of 
cash?  We  posed  this  question 
to  an  assortment  of  experts 
inside  and  outside  the  IRS. 
The  answer:  not  many.  Re- 
cent law  changes  have  made 
it  very  difficult  to  hide  cash 
from  the  authorities. 

"The  one-time-only  crimi- 
nal has  the  constant  fear  of 
getting  caught"  not  reporting 
cash  income,  says  Charles 
Morley,  an  Arlington,  Va.- 
based  consultant  on  white- 
collar  crime.  The  fear  is  well 
founded.  Among  the  tools  in 
the  IRS  bag  today  are  reports 
on  cash  transactions,  new 
penalties  for  wrong  Social  Se- 
curity numbers  on  bank  ac- 
counts, information  ex- 
change treaties  with  most  of 
the  Western  world  and  lapan, 
including  some  countries 
thought  to  be  safe  tax  ha- 
vens, and  added  batteries  of 
computers. 

This  year,  the  IRS  boasts, 
its  computers  will  match  up 
against  individual  taxpayers 
virtually  all  of  the  664  mil- 
lion wage,  interest,  dividend, 
capital  gain,  home  sale  and 
state  income  tax  reports  that 


since  1970,  but  only  recently  have  the 
feds  gotten  strict  about  enforcing  it — 
witness  the  recent  fines  against  Bank 
of  Boston  and  23  other  banks.  In  Octo- 
ber Congress  added  a  20-year  sentence 
to  the  penalty  for  bankers  or  others 
who  abet  money-laundering.  Why 
can't  the  crooks  simply  hire  runners 
to  open  accounts  at  75  different  banks 
and  deposit  just  under  $10,000  in 
each?  The  new  law  makes  that  prac- 
tice— smurfing,  as  drug  dealers  call 
it — a  felony.  Each  deposit  increases 
the  chances  of  being  caught,  since 
banks  are  now  required  to  report  un- 
der^ 10,000  transactions  from  people 
who  look  suspicious. 

"Bankers  are  going  to  be  extremely 
careful  in  how  they  deal  with  their 
customers  because  things  like  this 
can  now  get  them  in  front  of  a  grand 
jury,"  says  Morley.  Nowadays,  big- 
city  banks  ask  for  identification  from 
new  depositors.  Even  if  the  account  is 
not  expected  to  pay  interest,  the  bank 
will  demand  a  Social  Security  num- 
ber— and  a  wrong  number  will  be 
snagged  and  provoke  inquiries,  warns 
the  IRS. 

Once  upon  a  time,  bearer  municipal 
bonds  offered  a  way  to  invest  dirty 
money.  No  more.  The  1982  tax  law 
bans  new  issues  of  bearer  tax-ex- 
empts. A  shrinking  pool  of  pre- 1982 
bearer  munis  can  be  bought  second- 
hand, and  banks  are  not  required  to 
report  depositors  who  cash  in 
the  coupons.  But  the  game  is 
up  when  the  bond  matures. 
Redeeming  the  bond  at  ei- 
ther a  bank  or  a  stockbroker 
causes  a  1099-B  report  to  go 
to  the  IRS. 

Buying  stocks  with  cash 
won't  work.  Brokers  are  re- 
quired to  report  deposits  over 
$10,000,  same  as  banks. 
Charles  Schwab  won't  even 
take  cash  at  its  teller  cages. 
Merrill  Lynch  won't  take 
more  than  $100. 

Spend  the  $700,000?  The- 
ater tickets  and  restaurant 
meals  are  safe.  But  don't  try 
to  buy  a  Mercedes  with 
twenties.  Car  dealers  must 
file  a  form  8300  with  the  IRS 
on  all  car  purchases  over 
$10,000.  Winnings  and  pur- 
chases of  gambling  chips  at 
casinos  are  also  reportable 
when  large. 

What  about  tax  havens 
like  Panama,  Switzerland, 
the  Cayman  Islands?  It's  not 
easy  to  use  them.  Not  admit- 
ting the  existence  of  the  for- 
eign bank  account  on  the 
1040  tax  return  is  a  felony. 
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I       NORTHWESTERN  MUTUAL  LIFE  UARI ABLE  ANNUITY 

i 

ANNUALIZED  COMPOUND  GROWTH  RATES 

1 

1/1/82  to 

1/1/77  to 

12/31/86 

12/31/86 

MULTIPLE  INUESTMENT  DIUISION 

14.  S*/ 

N/A 

STOCK  DIUISION 

14.5-/ 

11. 6x 

BOND  DIUISION 

16. 37. 

12.3-/ 

MONEY  MARKET  DIUISION 

6.7x 

HAS  YOUR  IRA 
MANAGED  TO  DO  THIS? 


If  you  had  invested  $2,000  in  the 
Multiple  Investment  Division  of  our  Variable 
Annuity  IRA  on  January  1, 1982  and  every 
January  I  since  then,  your  $10,000  invest- 
ment would  have  grown  to  $15,290  on 
December  31, 1986.  That's  an  annualized 
compound  growth  rate  of  14.5%! 

You  can  also  choose  to  "self-direct"  your 
IRA  payments  into  our  Stock,  Bond,  or 
Money  Market  Divisions. 

For  more  complete  information  about 
our  Variable  Annuity  IRA,  including  a  free 
prospectus  which  explains  fees  and  expenses, 
please  contact  a  Northwestern  Mutual  regis- 
tered representative.  Read  the  prospectus 
carefully  before  you  invest  or  send  money. 

c  1987  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wisconsin 


Northwestern  Mutual  Variable  Annu- 
ities are  sold  through  individuals  who,  in 
addition  to  being  licensed  life  insurance 
agents  of  Northwestern  Mutual,  are  regis- 
tered representatives  of  NML  Equity 
Services,  Inc.,  a  wholly-owned  subsidiary 
of  The  Northwestern  Mutual  Life  Insurance 
Company  and  a  registered  broker-dealer 
under  the  Securities  Exchange  Act  of  1934 
and  a  member  of  the  National  Association 
of  Securities  Dealers,  Inc. 

Northwestern 
Mutual  Life9 

The  Quiet  Company."  Where  actions  speak 
louder  than  words. 


The  investment  results  above  show  the  annualized  compound  growth  of  a  $2,000  annual  investment  in  NML  Variable  Annuity  Account  B  made  on  January  1  of  each  year.  The  results  are  based 
on  the  actual  cumulative  total  returns  achieved  during  the  periods  shown.  The  results  include  realized  and  unrealized  appreciation  and  depreciation  plus  interest  and  dividends,  less  contract 
expenses.  While  the  results  shown  assume  a  constant  rate  of  growth,  actual  annuity  values  have  fluctuated  with  the  ups  and  downs  of  the  stock  and  bond  markets  Read  the  prospectus  for  details, 
ftst  performance  is  no  guarantee  of  future  results. 


Bookkeeper  on  vacation 
Quarterly  audit  deadline 
Need  programming  help 

Books  don't  balance 
Special  project  deadline 
Accounts  receivable  to  be  analyzed 
Data  entry  backlog 
Payroll  taxes  due 
   Inventory 

PRE^URE? 

When  The  Pressure's  On 
Bring  In  The  Best. 

The  more  the  pressure  builds  up  in  your 
accounting,  bookkeeping  and  data  processing 
departments  the  more  you  may  need  profes- 
sional temporary  help.  Accountemps. 

Accountemps  professionals  are  slightly 
over-qualified:  As  a  result,  there's  almost  no 
break-in  time.  They'll  come  in,  get  off  to  a  fast 
start  and  complete  their  assignments  efficiently. 

Our  professionals  are  available  immediately— 
wherever  you  need  them— for  a  day  a  week,  a 
month  or  longer.  One  specialist  or  an  entire  team. 

We're  the  largest  specialized  temporary  service 
of  its  kind  in  the  world  with  over  100  offices*  on 
three  continents. 

For  the  best  temporary  accountants,  bookkeepers 
and  data  processors— bring  in  Accountemps. 

accountemps. 

Rent  an  Expert* 


©  1986  Robert  Half  International  Inc 

'Most  offices  independently  owned  and  operated 
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Wire  transfers  to  an  offshore  accoun 
leave  a  trail  of  paper.  Carrying  more 
than  $10,000  in  cash  outside  the 
country  without  telling  Customs  is  ■<. 
felony.  (Dennis  Levine,  whose  cap 
ture  broke  open  the  insider  tradmj 
scandal,  reportedly  wired  money  intc 
his  Bahamian  account  from  Switzer 
land,  but  it  isn't  clear  how  the  mone) 
got  there.)  Finally,  and  most  impor 
tant,  a  safe  harbor  is  a  safe  harbor  onb> 
until  the  U.S.  mines  it.  Switzerland  i: 
now  reluctantly  releasing  bank  dat£ 
on  evidence  of  criminal  activity.  /* 
judge  in  Florida  in  1983  forced  the 
release  of  Cayman  Islands  banking 
data  by  threatening  the  bank  in  ques 
tion,  which  also  has  U.S.  operations 
with  a  $1.8  million  fine. 

Anyone  who  overcomes  the  obsta 
cles  to  getting  money  into  a  foreigr 
account  then  has  to  figure  out  how  tc 
get  it  back  when  the  time  comes  tc 
spend  it.  You  can,  of  course,  spend  i 
few  months  a  year  in  the  tax  haver 
country,  spending  the  money  there 


Buying  stocks  with  cash 
won't  work.  Brokers  arc 
required  to  report  deposits 
over  $10,000,  same  as 
banks.  Charles  Schwab 
won't  even  take  cash  at  its 
teller  cages.  Merrill  Lynch 
won't  take  more  than  $100. 


Another  common  trick,  says  an  IRS 
spokesman,  is  to  borrow  back  the 
money  from  the  bank  where  it's  de- 
posited. The  loan  gives  a  superficial 
plausibility  to  a  lifestyle  that  seems 
out  of  line  with  reported  income.  Bui 
auditors  know  better  than  to  think  s 
Cayman  Islands  bank  is  going  to  lend 
money  for  the  purchase  of  a  Long  Is- 1 
land  house  unless  there  is  an  offset- 1 
ting  deposit  involved.  Oh,  and  the  IRS  I 
plans  to  hire  2,500  new  auditors  in 
each  of  the  next  three  years.  That  will 
increase  the  auditing  staff  by  26%. 

Yes,  drug  thugs  with  international 
connections  or  chains  of  pizza  parlors 
in  which  to  launder  profits  do  get 
away.  But  you  need  to  be  pretty  pro-B 
fessional  to  pull  that  off.  The  authori-l 
ties  have  succeeded  in  making  the| 
hiding  of  large  amounts  of  cash  by 
unseasoned  criminals  awkward. 

Indeed,  Gerald  Portney,  a  tax  expert 
with  Peat  Marwick  and  former  assis- 
tant commissioner  with  the  IRS,  says 
he  is  perplexed  that  small-time 
crooks  don't  simply  report  payoffs 
and  such  on  line  22  as  miscellaneous 
income  and  thereby  avoid  adding  the 
IRS  to  the  cops  on  the  lookout  fot 
them.  Especially  with  tax  rates  conn 
ing  down.  ■ 
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WHY  PAY  TWICE  AS  MUCH?* 


Save  money  at 
Fidelity  Brokerage! 

Trade  $5000  worth  of  stocks  as  low  as  74  per  share!** 

You  know  Fidelity's  performance-driven  mutual  funds:  Magellan,  Overseas  Fund,  and  the 
rest.  But  did  you  know  that  over  300,000  value-minded  investors  have  chosen  Fidelity  for  high- 
performance  discount  brokerage  as  well? 

At  Fidelity  Brokerage,  you  get  savings  up  to  76% ,  compared  to  the  commissions  of  full-cost 
brokers  *  And  because  your  Fidelity  representative  isn't  on  commission,  you  get  courteous  service 
with  no  sales  pressure. 

PLUS  THESE  FIDELITY  EXTRAS! 

And  don't  forget  these  valuable  extra  services 
you'll  receive  as  a  Fidelity  Brokerage  customer: 

•  Investment  Vision,  our  magazine  for  Fidelity 
investors. 

•  Toll-free  quotes,  24  hours  a  day. 

•  Over  40  convenient,  walk-in  offices 
nationwide. 


OPEN  YOUR  ACCOUNT  FREE! 

Call  now.  There's  no  charge  for  setting  up  your  Fidelity  Brokerage  Account.  Find  out  how. 
Call  toll-free,  at  1-800-544-6666.  (In  Massachusetts,  call  collect:  617-523-1919.) 

*Based  on  Jan.  1987  survey  of  full-cost  brokers.    **Based  on  a  round  lot  trade  of  1000  shares  at  $5  per  share. 
Minimum  commission,  $33.  Fidelity  Brokerage  Service,  Inc.,  Member  NYSE,  SIPC. 


Fidelity  Investor  Centers  are  located  in  over 
35  cities  nationwide.  Call  toll-free,  24  hours, 
for  the  location  nearest  you. 


Atlanta 

Boston 

Chicago 

Dallas 

Denver 

Los  Angeles 


New  Orleans 
New  York 
Philadelphia 
Sacramento 
Salt  Lake  City 
San  Diego 


San  Francisco 
San  Jose 
Sarasota 
Seattle 
St.  Louis 
Washington,  DC 


Fidelity 


Investments 


□  Please  send  me  a  free  fact  kit  about  Fidelity  Brokerage  Services. 
Mail  coupon  to  Fidelity  Brokerage  Priority'  Mail  Center 
400  E.  Las Colinas  Blvd.,  P.O.  Box  660603,  Dallas,  TX  75266 


Name . 


Address . 


City. 


Or  call  toll-free  24  hours: 


.  State . 


Zip . 


1-800-544-6666 

In  Massachusetts  call  collect:  617-S23-1919 
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Numbers  Game 


What  do  you  get  when  lawyers,  accountants 
and  state  regulators  clash  over  how  to  set 
rates for  the  nation  s phone  companies? 

A  telephonic 
Tower  of  Babel 


By  Jill  Andresky 


PI  ity  Win  Guin,  the  silver- 
haired  comptroller  of  $  1 1 .4  bil- 
lion (revenues)  BellSouth.  Guin 
faces  the  appalling  chore  of  maintain- 
ing ten  different  sets  of  accounting 
books — one  for  each  of  the  nine  states 
where  BellSouth  operates  and  another 
for  interstate  business.  "Imagine  the 
havoc  state  regulators  can  cause,"  he 
moans.  "The  exact  same  transaction 
might  be  recorded  one  way  if  it  took 
place  in  Georgia,  another  way  in  Flori- 
da and  another  in  North  Carolina. 
And  if  the  call  crossed  state  lines, 
we'd  have  to  follow  a  whole  other  set 
of  rules." 

Welcome  to  the  chaotic  world  of 
telecommunications  accounting.  Fig- 
uring out  who  sets  the  rules  is  like 
trying  to  figure  out  who  really  runs 
the  Kremlin.  The  only  regulatory  au- 
thority involved  with  enough  ac- 
counting knowhow  to  handle  this 
complex  industry  is  the  Federal  Com- 
munications Commission — and  it 
certainly  has  been  trying. 

The  commission  has  spent  the  last 
eight  years  developing  new  account- 
ing guidelines,  set  to  take  effect  in 
1988,  to  handle  the  industry  after  de- 
regulation. Yet  a  recent  Supreme 
Court  decision  is  already  encouraging 
many  states  to  ignore  the  new  rules 
and  write  their  own  when  it  comes 
time  to  set  local  rates.  The  result  is  a 
looming  paperwork  nightmare  that 
may  remove  some  of  the  accounting 
efficiencies  that  have  so  far  kept  local 
costs  down  by  as  much  as  25%  in 
some  states. 

What  a  mess.  The  Supreme  Court's 
decision,  issued  last  May  after  a  chal- 
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Chas  H  Slackmai 


lenge  to  FCC  authority  by  Louisiana, 
forbids  the  commission  from  taking 
any  accounting  action  that  affects  the 
rates  set  on  local  phone  calls.  The 
decision  hewed  to  the  letter  of  the  law 
that  established  the  FCC  in  1934  but 
had  little  to  do  with  reality,  since  the 
FCC  has  in  fact  been  playing  an  im- 
portant role  in  telephone  rate-setting 
for  years. 

The  FCC's  role  derives  from  com- 
mission accounting  rules  that  deter- 
mine how  much  of  each  company's 
assets — and  thus  costs — can  be  attrib- 
uted to  interstate  calls.  This  is  a  cru- 
cial calculation  because  state  regula- 
tory commissions  look  only  at  the 
remaining  expenses  in  determining 
how  much  intrastate  and  local  tele- 
phone calls  will  cost.  Naturally,  the 
phone  companies  want  to  dump  as 
much  of  their  costs  as  possible  into 
their  intrastate  business,  where  they 
have  a  monopoly.  State  regulators  try 


to  fight  that  inclination  to  keep  loca 
prices  down. 

To  avoid  problems  with  the  Su 
preme  Court  ruling  of  last  May,  th 
FCC  has  begun  stressing  to  state  regu 
lators  that  although  it  would  be 
good  idea  for  them  to  follow  the  com 
mission's  new  rules,  they  are  unde 
no  legal  obligation  to  do  so.  Yet 
number  of  states,  including  Nortl 
Carolina,  Florida  and  Louisiana,  ten< 
to  modify  the  commission's  rules  int 
their  own  set  of  guidelines. 

That's  enough  to  give  men  liki 
Guin  big  headaches.  "Telephon< 
companies  desperately  need  a  uni 
form  accounting  system,  and  there  i; 
no  reason  for  the  state  regulators  no 
to  follow  the  FCC's,"  Guin  says,  add 
ing,  "I  have  absolutely  no  philosophi 
cal  qualms  about  any  indirect  rela 
tionship  between  the  FCC's  rules  an 
the  prices  that  states  allow  us  t 
charge." 

The  real  point  here  is  this:  Whatev 
er  system  telecommunications  com 
panies  use — and  the  FCC's  rule 
sound  as  good  as  any — it  only  makes 
sense  for  all  telephone  companies  tc 
use  the  same  system.  Remembei 
what  happened  to  those  men  whc 
were  building  the  Tower  of  Babel 
They  started  speaking  in  so  many  dif- 
ferent tongues  that  the  tower  was 
never  finished. 

In  practical  terms,  few  states  are 
really  equipped  to  come  up  with 
workable  accounting  systems  for  the 
telecommunications  companies  do- 
ing business  in  their  jurisdictions. 

After  all,  during  the  commission's 
proceedings  four  years  ago  over  the 
allocation  of  access  charges  and  dives- 
titure costs  as  part  of  the  pending 
breakup  of  AT&T,  pleadings  ran  to 
thousands  of  pages  involving  the  par- 
ticipation of  hundreds  of  interested 
parties. 

How  can  a  three-man  staff  in 
small  state  be  expected  to  solve  a  sim- 
ilar accounting  issue?  "They  just 
don't  have  the  accounting  staff  and 
resources  to  develop  their  own  mo- 
dels," says  Andrew  Lipman,  a  partner 
at  the  Washington  law  firm  Pepper, 
Hamilton  &.  Scheetz. 

Back  in  the  1930s  when  the  Federal 
Communications  Commission  was 
established,  it  arguably  made  sense  to 
keep  it  out  of  local  rate  setting — the 
province  of  the  states.  But  the  U.S.  of 
the  1930s  is  not  the  U.S.  of  today. 
Legal  theorists  may  quibble  over 
whether  federal  involvement  in  local 
rate  setting  is  appropriate,  but  it  is 
certainly  less  costly  and  troublesome 
for  companies  and  consumers  alike 
than  a  crazy  quilt  of  different  rules  for 
each  of  the  50  states.  ■ 
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If  your  replacement  insurance  depreciates 
your  furnishings,  replace  it. 
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It  took  the  company  that 
invented  the  copier... 


Xerox  introduces  the 
1065  Marathon  copier. 

Since  Xerox  invented  the  original 
copier  nearly  30  years  ago,  everyone's 
been  trying  to  copy  us.  But  now, 
we've  literally  redesigned  the  copier 
from  the  inside  out,  for  the  most 
spectacular  copies  you've  ever  seen. 

Each  copy  a  masterpiece. 

Everyone  tries  to  make  copies  that 
look  as  good  as  the  original.  But  how 


Xerox  914—1959. 


about  copies  that  look  better  than  your 
originals?  The  1065  Marathon  pro- 
duces the  cleanest,  sharpest  copies 
ever.  And  our 


PAPER  PATH 


COPY  QUALITY  COMPARISON 


SERVICE 

TYPICAL  COMPETITIVE  COPIER  WITH  SERVICE 


breakthrough 
microprocessor 
technology 
keeps  them 
looking  that  way,  month  after  month, 
with  little  or  no  professional  adjustment. 

Genius  doesn't  have  to  be 
temperamental.  Now,  frequent 


paper  jams  are  but  a  distant  memory. 
Because  the  1065  Marathon  has  the 
shortest,  straight- 
est  paper  path  in  its 
class.  That  means 
instead  of  wasting 
your  genius  clearing 
paper  jams,  you 
can  use  ours  to 
make  copies. 


A  revolution  in  productivity. 

Most  competitive  copiers  lose 


XEROX 


to  reinvent  the  copier"  i 


Leonardo  da  Vinci 


Xerox  1065  Marathon— 1987. 


p  to  859c  of  their  speed  when  they 
I  opy  two-sided  originals.  But  the  1065 
i  maintains  its  speed  no  matter  what 

lind  of  jobyoure  performing.  And 

>ur  unique  copy  module  cuts  down 

ervicing 

:ime  by  up  to 
|{0%.  So  you 
'  an  be  as 

•rolific  as 

our  genius 

Hows. 


TeamXerox 


A  new  age  in  copying.  The 

1065  Marathon  is  the  most  intelligent 
copier  in  its  class.  That  makes  it  as 
simple  to  use  as  pushing  a  button. 
But,  if  you  do  have 
any  questions,  you 
can  count  on  the 
expertise  and  support  of  Team  Xerox. 

To  find  out  more  about  the  newest 
generation  in  copying,  call  the  only 
company  that  could  have  created  it. 
l-800-TEAM-XRX,ext.  168B. 


Xerox  brings  out  the  genius  in  you. 

|  I'd  like  to  learn  more  about  the  new  Xerox  1065 
.  Marathon  copier. 

□  Please  send  me  more  information  . 

□  Please  have  a  sales  representative  contact  me. 
Send  this  coupon  to: 

1  Xerox  Corporation,  RO.  Box  24,  Rochester,  NY  14692 


Company 


•  Cily  Stale  Zip 

If  you  can't  wait,  call 

1-800-TEAM-XRX,  EXT.168B 

|  n,8 h  (1-800-832-6979,  ext.  I68B).      152  4/6  87 
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Numbers  Game 


Do  you  remember  the  disaster  at  Baldwin 
United?  The  Financial  Accounting  Stan- 
dards Board  does,  too. 

The  death  of 
universal  life? 


By  Laura  Jereski 
and  Tatiana  Pouschine 


IN  A  COUPLE  OF  YEARS,  if  all  gOCS  as 
planned,  insurance  industry  reve- 
nues and  profits  will  drop  dramat- 
ically. That's  because  the  Financial 
Accounting  Standards  Board  is  finally 
rewriting  its  rules  to  end  that  venera- 
ble insurance  industry  accounting 
practice  that,  the  board  now  thinks, 
amounts  to  booking  pie-in-the-sky 
and  calling  it  "profit." 

The  issue:  When  to  count  the  earn- 
ings from  policies  like  universal  life, 
variable  universal  life,  variable  life 
and  current  assumption  whole  life — 
all  of  which  fall  under  the  broad  head- 
ing of  interest-sensitive  policies. 
These  investments,  which  became 
popular  about  five  years  ago,  made  up 
more  than  half  the  insurance  indus- 
try's $9.7  billion  in  new  policy  premi- 
ums collected  in  1986.  Traditionally, 
insurance  companies  have  booked 
such  profits  quickly — often  before 
they  had  the  cash  in  hand.  There 
were,  after  all,  no  clear  accounting 
rules  to  stop  them  from  doing  so. 

With  memories  of  the  1983  Bald- 
win-United disaster  still  fresh,  the 
FASB  is  calling  a  halt  to  this  game.  As 
you  recall,  Baldwin-United  had  the 
dicey  habit  of  booking  all  its  profits 
from  single  premium  products  in  the 
first  year,  even  as  cash  for  agents' 
commissions  flowed  out  the  door. 

Baldwin  was  able  to  do  this  because 
of  the  maneuvering  room  permitted 
by  existing  accounting  rules.  Under 
current  procedures,  when  insurance 
companies  sell  a  policy,  they  figure 
out  how  much — in  present  value — 


they  expect  to  earn  from  it.  Then  they 
start  booking  the  profits  year  by  year 
according  to  actuarial  assumptions 
and  seat-of-the-pants  judgment. 

With  conventional  life  insurance,  a 
predictable  product,  this  approach 
makes  at  least  some  sense.  But  with 
universal  life  and  its  look-alikes,  the 
policyholder,  not  the  insurer,  controls 
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how  long  his  money  will  stay  with 
the  company.  Should  interest  rise 
greatly  in  the  next  few  years,  insur- 
ance industry  experts  fear  a  capital 
flight  from  these  policies. 

Thus,  the  board's  pending  rules 
won't  allow  insurance  companies  to 
count  earnings  until  the  money  is  ac- 
tually made — a  process  that  can  take 
years.  Why  so  long?  One  reason  has  to 
do  with  the  fact  that  every  year  at 
least  some  policyholders  terminate 
their  policies.  Insurance  companies 
have  regarded  the  resulting  surrender 
fees  as  part  of  the  company's  profit 


stream.  In  their  hunger  to  boost  short- 
term  earnings,  companies  have  come 
to  include  a  portion  of  those  phantom 
"profits"  in  revenue  from  the  mo- 
ment the  policies  are  sold.  No  more, 
says  the  FASB.  Those  surrender 
charges  would  go,  not  into  income, 
but  to  reduce  deferred  costs.  Result? 
Lower  profits,  higher  expenses. 

The  proposed  FASB  changes  have 
insurers  fuming.  "This  is  awful,"  says 
John  Glass,  an  actuary  with  $6  billion 
(1986  revenues)  Lincoln  National,  a 
leading  public  seller  of  individual  life 
insurance.  Says  Richard  Horn-,  a  life 
actuary  with  Aetna  Life  &  Casualty, 
"This  will  flatten  our  life  insurance 
earnings  for  many  years." 

Adds  Steven  Smith,  senior  vice 
president  of  First  Colony  Life,  "We 
expected  $20  million  or  $25  million  of 
earnings  to  come  from  universal  life 
in  the  next  five  years.  If  that's  reduced 
50%  to  80%  by  the  FASB,  it  will  very 
much  affect  earnings  growth  for  the 
whole  company." 

One  company  that  could  be  espe- 
cially hard  hit  by  the  proposed 
changes  is  First  Capital  Holdings 
(Forbes,  Mar.  23),  which  got  more 
than  half  of  its  premium  revenue  from 
single  premium  whole  life.  Most  of 
the  companies  selling  that  particular 
product  use  conservative  accounting, 
which  usually  means  little  profit  in 
the  first  year.  But  under  pressure  from 
a  coming  $250  million  bond  and  stock 
offering,  First  Cap  last  year  adopted  a 
liberal  approach  that  boosted  insur- 
ance earnings  as  much  as  14%  by  tak- 
ing 16.6%  of  anticipated  profits  in  the 
policies'  first  year. 

For  most  other  firms,  it's  far  too 
early  to  know  exactly  what  effect  the 
proposed  changes  will  have.  But  ac- 
cording to  a  study  by  Milliman  & 
Robertson,  the  actuarial  consultants, 
profits  from  these  policies  would  be 
cut  by  as  much  as  80%  over  their  first 
five  years.  For  companies  like  Ameri- 
can General,  Combined  Internation- 
al's Life  Insurance  of  Virginia,  North- 
western National  Life  and  Lincoln 
National,  which  have  concentrated 
on  these  policies  in  the  last  few  years, 
future  operating  profits  could  be  real- 
ly hurt. 

Insurers  will  put  great  pressure  on 
the  board  to  weaken  its  rule.  But  with 
continuing  congressional  hearings  on 
the  accounting  profession,  the  board 
will  be  reluctant  to  yield,  especially 
with  the  public  watching.  FASB's  rea- 
son for  existence  is,  after  all,  to  pro- 
tect the  public  interest.  ■ 
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TO  ALL  THOSE  WHO 
THINK  THE  ONLY 
LUXURY  SPORTS  COUPE 
WORTH  OWNING 
IS  EUROPEAN. 


If  you've  ever  considered  buying  a  true  luxury 
sports  coupe,  you  probably  thought  the  scenario 
would  go  something  like  this: 

The  car  would  be  imported  from  a  country 
where  storybook    /-\  r — i 
castles  dot  the       A    i  ( 
landscape.  The  ^^^Av— — 3 


car  would  come  with  a  large  enough  price  tag 
to  keep  you  from  living  happily  ever  after 

Introducing  the  Acura  Legend  sports  coupe. 

Starting  at  around  $22,000,* you  won't  be 
forced  to  liquidate  your  investment  portfolio  to 
own  one.  But  after  only  a  few  hours  behind  the 
wheel,  you'd  be  more  than  happy  to  do  just  that. 


But  you  don't  just  have  to  take  our  word ' 
Motor  Trend  magazine  was  so  impresse 
the  Legend  coupe,  they  named  it  Motor 
Trend's  Import  Car  of  the  Year  for  1987 
And  for  some  very  good  reasons. 
The  Legend  coupe 
is  designed  for  the 
driver.  Around  the  driver 

And  it's  engineered  by 
enthusiasts.  In  fact,  much 
of  its  inherent  technology 
is  descended  from  Honda 
racing  experience. 

The  Legend  sports  coupe 


Power  driver 
seat.  Just 
part  of  the 
luxurious 
L  option 
package. 


I 


•Based  on  manufacturer's  suggested  retail  price.  Dealer  price  may  vary  Prices  exclude  taxes,  license,  freight  or  options 


3|e  culmination  of  a  philosophy,  as  evidenced 
I  \ze,  that  embraces  the  aesthetics  of  styling. 

A/hat  you  can't  see  is  the  aerodynamics 
\z  produce  a  Cd— that's  coefficient  of 
I )— of  only  0.30.  Reducing  wind  noise. 

And  from  the  moment  you  first  find 
)  'self  behind  the  wheel,  you  realize  what 
rerm  "ergonomics"  really  means. 

The  gauges  are  positioned  within 
d  r  field  of  vision,  so  you  can  concen- 
z  5  on  what's  important.  What's  critical  to  you. 

/our  driving. 

The  seats  are  contoured  for  lateral  support, 
r  I  the  driver's  seat  comes  with  an  adjustable 


Motor  Trend's 
1987  Import  Car 
of  the  Year. 


lumbar  support  and  thigh  bolster  bringing  you 
an  even  higher  degree  of  comfort. 

But  the  Acura  commitment  to  precision  and 
quality  doesn't  stop  there. 

A  special  L  option  package  is  also 
available  that  includes  leather  trim  and  a 
power  driver's  seat.  Along  with  anti-lock 
braking.  Driver  information  center. 
Security  system.  And  automatic  climate 
control  to  enhance  your  driving  pleasure. 
The  Legend  sports  coupe.  It  will  give  you  a 
whole  new  perspective  on  things  European. 

And  a  very  stylish  way  of  leaving  those  things 
European  behind. 


Low  profile  Michelin  MXV 
205/60  VR15  tires  enhance 
driving  performance. 


Programmed  fuel  injection 
optimizes  air/fuel  mixture 
foro  vera//  performance. 


V-6r  2.7  liter  SOHC  engine  ^ 
produces  161  HPat5900rpm. 


When  engineers  set  out  to  design  the  Acura 
Legend  sports  coupe,  they  kept  one  imperative 
factor  in  mind.  Something  too  many  automotive 
engineers  seem  to  forget.  Or  leave  to  chance. 
The  driver. 

They  realized  that  a  driver 
in  the  market  for  a  true  luxury 
sports  coupe  would  be,  to  say 
the  very  least,  discerning. 

So  when  our  engineers 
designed  the  Legend  sports 
coupe,  their  goal,  to  put  it  sim- 
ply, WaS  tO  make  the  drivinq      Dual  mode  4-speedauto- 

3       matic  with  sport  mode 
experience  easier.  for  driving  performance. 


They  analyzed  what 
would  make  a  good  driver  a 
better  one.  How  to  compen 
sate  for  even  the  most 
adverse  driving  conditions. 

And  they  also  implemented 
technology  where  function  is  as 
important  as  form. 

The  result?  An  automobile 

that,  pardon  the  OVerUSed  Front  and  rear  do* 

cliche,  is  state  of  the  art.  wishbone  susped 

If  you  happen  to  live  in  a  part  of  the  counl 
that  enjoys  inclement  weather,  it's  reassuring  j 
know  anti-lock  braking  (ALB)  is  also  available.! 


\ 

Fully  independent  double 
wishbone  suspension,  front 
and  rear. 


Anti-lock  brakes  (ALB) 
for  steering  control  under 
heavy  braking. 


4-valve  technology.  A  descen- 
dant of  our  Formula  1  racing. 


,\  quartet  of  sensors,  one  at  each  wheel,  provides  precise  wheel  control,  delivering  both 

en  the  system's  computerized  control  center  comfort  and  stability, 
iipending  wheel  lockup.  The  control  center        And  naturally,  as  a  driver's  car,  the  coupe  is 

e  modulates  hydraulic  pressure  in  each  available  with  either  a  5-speed  manual  or  a  dual 


\  el's  brake  caliper  up 
in  times  a  second, 
"is  a  result,  skids  from 
c  wheel  lockup  or  loss 
j Bering  from  front- 
hel  lockup  can  now  be 
'(  Jed— regardless  of 
/  r  wet  road  conditions. 


mode  electronically  control- 
led 4-speed  automatic 
transmission. 

The  new  Legend  sports 
coupe.  Technologically  it's  a 
real  breakthrough.  Philo- 
sophically, it's  what  Acura 
automobiles  are  all  about. 


Anti-lock  braking  (ALB)  is  standard  in  the  L  option  package. 

hen  there's  the  fully  independent,  double  The  new  Legend  sports  coupe.  It's  one  auto- 
I  bone  suspension.  Front  and  rear.  This  mobile  you'll  soon  be  reading  a  lot  more  about. 


really  has  to  move. 

Well  the  Legend 
sports  coupe  meets 
these  strict  criteria. 
Passes  this  intense 
battery  of  tests. 
And  then  some. 


To  be  considered  a  true  luxury  sports  coupe, 
an  automobile  must  meet  some  very  exacting 
criteria.  Undergo  a  thorough  testing  program. 

It  has  to  be  aesthetically  pleasing.  Econom- 
ically sound.  And  technologically  advanced. 

And  most  importantly,  a  true  luxury  sports 
coupe  has  to  possess  one  other  attribute  as  well. 

It  has  to  be  fast. 

Down  the  straights.  Out  of  the 
curves.  Out  of  the 
esses.  And  through 
the  hairpins. 

And,  of  course, 

from  Zero  tO  SlXty  il  The  coupe's  heritage— the  Williams/Honda  Formula  7  car 


The  Acura  Legend  coupe's  fuel-injt 
767  horsepower,  2.7  liter  V-6  engirv 

As  MotorTrend  put  it,  'The  A« 
Legend  coupe  is  the  best  blend  o 
innovation,  performance  andl 
to-drive  we  have  seen  in  almc 
decade."* 

With  its  standard  five-sp 
transmission,  its  0-60  time  i; 


A  luxury  sports  coupe  that  beautifully 
combines  true  driving  performance  with  pre- 
f.  cision  craftsmanship. 
K   A  luxury  sports  coupe  that  is  good  enough 
J~      to  be  called  a  Legend. 
(T^=  The  new  Acura  Legend  sports  coupe. 
rf^-^  Test  drive  one  at  your  Acura  dealer 

Just  make  sure  you  buckle  up. 
Call  1-800  -TO- ACURA  for  the  location  of  the 
dealer  nearest  you. 

ACURA 

PRECISION  CRAFTED  AUTOMOBILES 
A  division  of  American  Honda  Motor  Co.,  Inc. 


cjt  8  seconds;  top  speed  a  heart-thumping 
Smiles  perhour.t 

Ji  he  Legend  coupe's  24-valve,  2.7  liter  V-6 
ailescendant  of  the  one  used  in  the  World 
i-jmpion  Williams/Honda  Formula  1 
rear. 

with  its  4-valve  technology, 
:irammed  fuel  injection, 
I  /ariable  intake  manifold, 
Bi\cura  Legend  coupe  pro- 
k  s 161  horsepower  at  5900    4  valvespercylinder 

r   I  hlS  IS  definitely  One  for  more  power. 

c  ts  coupe  where  performance  never  takes 
)  :kseat  to  luxury. 

tc  land  Magazine  Import  Car  of  the  Year  award  ceremony  1987    tUnder  test  conditions 


There  was  a  time  when  America  gave  the  world  its  symbols  for 
industrial  might  and  progress.  These  days  we  import  them — 
along  with  just  about  everything  else. 


Ode  to 
a  locomotive 


By  Gary  Slutsker 


When  the  Wall  Street  ^ 
Journal  recently  asked  a 
number  of  people  why 
they  continued  to  buy  foreign  goods 
even  though  the  prices  had  risen  sub- 
stantially with  the  weakening  dollar, 
a  fairly  common  answer  was:  The  for- 
eign stuff  is  better  designed.  It  looks 
classier. 

How  times  change.  There  was  a 
time,  well  within  the  lifetime  of 
many  Forbes  readers,  when  "made  in 
the  U.S."  was  synonymous  with  ex- 
cellent, advanced  design.  A  handful  of 
powerful  industrial  artists — most  of 
them  dead — invented  a  look  that  be- 
came the  very  expression  of  American 
life  in  our  century.  These  enterprising 
artists — fashion,  advertising  and  the- 
atrical set  designers  with  names  like 
Raymond  Loewy,  Norman  Bel  Geddes, 
Walter  Dorwin  Teague  and  Henry 
Dreyfuss — gave  Americans  a  focus  for 
their  future.  It  was  a  future  of  bound- 
less possibilities  and  limitless  eco- 
nomic growth.  Though 
times  were  hard  in  the 
Thirties,  American  design 
proclaimed  that  there  was 
a  better  future  through  sci- 
ence and  technology. 

The  products  these  men 
designed  between  the 
World  Wars  are  the  sub- 
ject of  an  exhibit  that  just 
left  New  York's  Brooklyn 
Museum,  where  it  drew  a 
record-breaking  audience. 

Few  people  expected  a 
collection  of  ordinary  arti- 
facts from  everyday  life  to 
capture  the  public's 
imagination  and  become 
one  of  the  most  talked 
I  about  cultural  events  of 
I  the  year,  least  of  all  the 


Pencil  sharpener,  1933 
Raymond  Loewy  (1893-1986) 


20tb  Century  Limited  locomotives,  1938 
Henry  Dreyfuss  (1904-72) 


organizers  of 
The  Machine  Age  in 
America,  1918-1941.  "We  were  just 
stunned,"  says  Diane  Pilgrim,  head 
curator  in  the  Brooklyn  Museum's  de- 
partment of  decorative  arts. 

One  powerful  magnet  at  the  show  is 
nostalgia.  "Everyone  grew  up  with  a 
Raymond  Loewy  refrigerator  or  car  or 
a  Henry  Dreyfuss  telephone  in  his 
home  from  childhood,"  says  the  not- 
ed designer  Massimo  Vignelli.  "And 
those  devices  are  now  part  of  the 
American  visual  vernacular." 

America's  classic  age  of  industrial 
design  was  a  handmaiden  to  mass- 
market  advertising.  Both  were  ways 
for  manufacturers  to  help  move  the 
growing  productive  capacity  of  Amer- 
ican factories.  The  artistic  impulse 
was  the  same  as  that  which  gave  birth 
to  the  art  deco  movement 
in  design.  But,  whereas  in 
Europe  the  design  tended 
to  be  limited  to  a  small 
range  of  fairly  expensive 
goods,  in  the  U.S.  it  was 
eagerly  embraced  by  man- 
ufacturers of  everyday 
items — even  in  the  design 
of  Greyhound  bus  termi- 
nals. Says  curator  Pilgrim: 
"A  shrink  friend  of  mine 
told  me  the  show  screams 
out,  'Touch  me!  Touch 
me!  Hold  me!'  " 

By  romanticizing  every- 
thing they  touched,  the 
designers  seemed  to  make 
life  itself  more  deeply  felt. 
Nothing  from  the  period 
seems  more  poignant  to  a 
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31 -year-old  Forbes  reporter  than  the 
streamlined  locomotive,  the  ultimate 
symbol  of  power,  speed  and  techno- 
logical progress.  Plying  the  country's 
most  competitive  rail  route,  between 
New  York  and  Chicago,  were  the 
New  York  Central's  20th  Cen 
tury  Limited,  powered  by 
Henry  Dreyfuss'  sleek,  half 
exposed  engine  with  a 
vertical  fin  on  the  front 
and  Raymond 
Loewy's  tapered- 
nose  ST  locomotive 
for  the  Pennsylvan 
ia's  Broadway 
Limited  line. 

Everything  in 
the  Brooklyn 
show  seemed  to  * 
allude  to  every-  I 
thing  else,  the  \ 
better  to  evoke 
all  sorts  of  posi- 
tive associations. 
You  can  find  ech- 
oes of  these  loco- 
motives in  Electro- 
lux'  vacuum  cleaner, 
designed   by  Lurelle 


Electrolier  vacuum  cleaner,  1937 
Lurelle  Guild  (b.  1898) 


Guild,  or  in  Walter  Teague's  6-foot- 
high,  round,  iridescent  blue  radio.  Re- 
vere Copper  &  Brass  made  a  water 
pitcher  that  copied  the  luxury  ship 
Nonnatidie's  prow  and  a  cocktail  mix- 
with  a  skyscraper's  setbacks. 
Walter  Chrysler's  1935  Airflow 
looked  like  an  airplane  with  its 
aerodynamically  curved 
hood  and  grille. 

Beyond  the  use  of  a  com- 
mon visual  vocabulary, 
designers  of  that  day 
had  something  else  in 
common:  They 
were  Utopians,  each 
with  a  cohesive, 
consistent  view  of  i 
how    the  world 
should  look.  In 
1939  they  actual- 
ly attempted  tol 
construct  the 
very    future  it- 
self— at  the  New 
York  World's  Fair. 
Inside  General  Mo- 
tors' Futurama  pa- 
vilion    could  bei 
found    Norman  Bel 


Eastman  Kodak  Model  1A  camera,  1930  Sparton  Corp.  s  Bluebird  radio,  1937-40  Metal,  glass  and  wood  tray,  ca.  1935 
Walter  Dorwin  Teague  (1 883-1960)     Walter  Dorwin  Teague  Designer  unknown 
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Tandy®  computers 

are  designed,  built, 
supported  and  serv- 
iced by  Radio  Shack. 
Our  total  commit- 
ftsss-.  ^     ment  assures  a 
■L  ■  -  high  degree  of 

i  TandySOOOHD       p  *ducf quality 

ij  Sand,  just  as  important,  customer 
\  [satisfaction  long  after  the  sale. 

Quality-built  in  the  USA.  Our 
I  fMS-DOS®  personal  computer  line 
B  liis  made  in  America  in  our  own 


TANDY  COMPUTERS: 


manufacturing  plants.  We  control 
quality,  from  initial  assembly  to 
completed  and  tested  product. 

Nationwide  Support.  Over  1200 
Radio  Shack  Computer  Centers 
are  ready  to  help  you  choose  the 
latest  in  computer 
technology,  backed 
by  quality  support. 

Training  and 
specialized  software 
instruction  is  avail- 
able at  your 


niiliiiinMiiiiniim"111 


Tandy  3000  HL 


Vr 


re- 


place of  business  or 
ours,  in  60  major 
market  areas. 
We've  got  what  it 
takes.  Like  com- 
mercial leasing 
plans.  And  ser- 

TandylOOOSX  •  _r  j 

vice  performed 
by  technicians  who  work  for  the 
same  company  that  manufactured 
and  sold  you  your  computer. 

You  expect  quality  .  .  .  and  you 
get  it  from  Radio  Shack. 

Radio  JhaeH 


In  Business. ..for  Business" 

tfS-OOS/Reg.  TM  Microsoft  Corp. 


COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


On  November  18,  1986  in  Phoenix,  Arizona, 
we  made  more  than  just  a  little  dust.  We  made 
history.  Through  our  Mountain  Bell  subsidiary,  we 
launched  the  first  Integrated  Services  Digital  Net- 
work trial  and  customer  call  in  America. 

It  was  a  landmark  example  of  US  WEST's 
commitment  to  excelle  :e  and  of  our  desire  to 


bring  our  customers  the  best  communica 
systems  and  technology  available. 

During  the  next  year,  US  WEST  comp 
will  coordinate  six  ISDN  trials  in  Phoenix,  L 
Portland,  Minneapolis  and  St.  Paul,  with  fo 
ferent  switch  makers  and  a  variety  of  equip 
suppliers. 


The  technology  of  ISDN  will  streamline 
nunications,  permitting  transmission  of  voice, 
,  video,  facsimile  and  telemetry  separately  or 
itaneously  on  the  same  telephone  line. 
As  ISDN  continues  to  make  history,  we'll 
inue  to  make  dust.  Nobody  knows  the  trails 


LI£WESr 

Mountain  Bell.  Northwestern  Bell.  Pacific  Northwest  Bell. 
And  a  growing  number  of  new  companies. 


THE  ULTIMATE  SPORTS 


The  Liift  Taucher  Alpine  Rappelling  Tour. 
Call  1-800-843-0709  now  for  details  on  our 
exclusive  trip  to  the  Bavarian  Alps  June  20-28. 

Luft  Taucher,  Inc.  offers  you  a  vacation  experience  truly  in  keeping  with  your  performance 
in  the  business  world:  Mountain  wall  rappelling  in  the  Bavarian  Alps.  (Rappelling  is  the 
controlled  descent  of  steep  cliffs  using  ropes  and  mechanical  descenders.) 

Our  exclusive  tour  is  challenging  yet  achievable  for  those  who  are  in  good  health, 
reasonably  fit,  and  age  25-55.  Mountain  wall  rappelling,  managed  our  way,  is  not  mountain 
climbing.  We  control  the  risk  with  our  special  equipment  and  a  high  ratio  of  guides  to 
rappellers.  No  previous  experience  is  necessary.  Our  tour  is  specifically  designed  to  be  a 
unique  learning  experience. 

For  $2,500,  you'll  fly  on  Lufthansa  to  Munich,  stay  in  a  luxurious  sports  hotel/resort 
at  the  foot  of  the  Alps,  and  learn  the  ropes  of  rappelling  under  the  intense  supervision  of 
highly-experienced  "Berg  Wacht"  Alpine  guides.  By  week's  end,  you'll  be  safely  descending 
300-ft.  granite  walls  high  in  the  Alps. 

You'll  be  challenged,  thrilled,  enlightened,  and  yes,  even  pampered.Take  this  challenging 
vacation,  and  your  mind  and  spirit  will  soar. 

Space  is  necessarily  limited,  so  call  1-800-843-0709  for  free  brochures  completely 
detailing  this  one-of-a-kind  adventure.  (Please  call  between  9  a.m.  and  9  p.m.  ESI) 

LUFT  TAUCHER? 

INTERNATIONAL  RAPPELLING  TOURS 

511  South  11th  Avenue 
Minneapolis,  MN  55415 


Oscar,  ca.  192H 

Cedric  Gibbons  (1893  1960) 


Geddes'  vision  of  America  in  1960, 
complete  with  superhighway  clover- 
leafs,  glass-enclosed  farms,  high-rise 
buildings  and  hydroelectric  dams. 

"[They]  were  building  the  shape  of 
perfection,"  says  Jeffrey  Meikle,  a  de- 
sign historian  at  the  University  of 
Texas.  "If  everyone's  car  looked  like  a 
teardrop,  society  would  then  have 
reached  some  kind  of  Platonic  end 
point." 

This  idealized  vision  was  interrupt- 
ed by  war,  then  radically  changed  to 
reflect  Americans'  own  changing  cir- 
cumstances. Teardrops?  By  the  late 
1950s  the  only  teardrops  to  be  found 
were  those  shed  by  these  Utopian  in- 
dustrial designers  as  they  looked  out 
on  a  gaudy  world  of  chrome,  neon  and 
wood-grain  plastic.  Prosperity  had  ar- 
rived— and  it  had  assumed  the  shape 
of  a  Cadillac  tailfin. 

At  least  the  tailfin  was  a  thoroughly 
American  invention.  By  the  Sixties 
America  seemed  immersed  in  a  crisis 
of  cultural  identity  and  began  turning 
abroad  in  search  of  fresh  images.  First 
came  a  few  beautifully  stark  typewrit- 
ers and  coffeemakers  from  Italy's  Oli- 
vetti and  Braun  A.G.  of  West  Germa- 
ny (now  a  subsidiary  of  Gillette). 
You'll  find  none  of  these  at  the  exhib- 
it, of  course,  nor  even  the  response  of 
J.C.  Penney,  which  in  1976  offered  its 
own  copy  of  a  Braun  design  to  com- 
pete against  Mr.  Coffee,  the  fat,  plas- 
tic American  original.  The  $25  J.C.J 
Penney  version  is  attractive  all 
right — handsome    enough    even  to 


no 
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These  days,  this  can  be  more  money  than 
most  companies  know  what  to  do  with. 


No  matter  how  much  money  your  company 
makes,  the  growing  number  of  investment 
options  can  make  it  very  difficult  to  know  what 
to  do  with  it. 

Fortunately,  however,  choosing  the  right 
alternatives  is  not  impossible.  It's  just  hard  work. 
Which  is  a  specialty  of  ours  at  Continental  Illinois. 

Before  we  recommend  equities,  a  private 
placement,  a  managed  fund,  or  any  of  a  variety  of 


money  market  or  currency  investments,  we  take 
the  time  to  consider  your  financial  objectives. 

So  if  you  want  to  make  every  penny  count, 
call  Continental  at  312- 828 -7530. We  can  not  only 
help  you  manage  your  money,  we  can  help  you 
make  more  of  it. 

©Continental  Illinois 

We  make  money  work. " 


£  1987  ( Continental  Illinois  National  Hank  and  Irusi  Company  ol  Chicago. 


have  earned  immortality 
of  sorts  in  a  recent  20th- 
century  design  exhibit  at 
the  Whitney  Museum  of 
American  Art  in  New 
York  City — but  derivative 
nonetheless. 

Today  the  European  in- 
fluence is  impossible  to 
ignore.  The  first  original 
idea  in  American  car  styl- 
ing in  15  years,  the  Ford 
Taurus  aerodynamic  "jel- 
lybean" look,  isn't  Ameri- 
can at  all,  but  "borrowed" 
from  the  Audi  5000.  Cad- 
illac has  its  new  sporty 
Allante  body — both  de- 
signed and  manufactured 
in  Turin,  Italy.  IBM, 
which  made  its  name  in 
design  in  the  Fifties  under 
the  guidance  of  American 
Eliot  Noyes  (designer  of 
the  Selectric  typewriter), 
now  gets  its  product  de- 
signs from  a  number  of  in- 
ternational designers  like 
Richard  Sapper,  a  West 
German  living  in  Milan. 
And,  in  what  now  seems  a 
timely  move,  United  Air- 
lines' parent,  known  for  years  as 
UAL,  an  ail-American  acronym, 
changed  its  name  to  Allegis,  com- 


Interior  gates,  Chanin  Building,  1928 
Rene  Chambellan  (1893-1955) 


plete  with  accent,  as 
though  a  foreign-appear- 
ing spelling  and  a  diffi- 
cult-to-pronounce  name 
could  somehow  lift  its 
stock  price. 

Even  America's  own 
most  famous  designer  to- 
day imports  his  symbols. 
Ralph  Lauren  sells  his 
shirts  and  sheets  and  lug- 
gage by  making  his  cus- 
tomers feel  like  squires  in 
Edwardian  England.  This 
is  backward-looking,  nos- 
talgic, not  forward-look- 
ing, as  the  great  designers 
of  the  Twenties  and  Thir- 
ties were. 

At  any  rate,  the  muse- 
um show  has  a  powerful 
appeal  to  Americans  who 
are  trying  to  come  to  grips 
with  what  has  gone  wrong 
with  American  industrial 
leadership. 

The  show  is  now  on  the 
road.  It  can  be  seen  at  the 
Museum  of  Art  at  the  Car- 
negie Institute  in  Pitts- 
burgh (Apr.  4  to  June  28), 
the  Los  Angeles  County 
Museum  of  Art  (Aug.  16  to  Oct.  18) 
and  the  High  Museum  of  Art  in  Atlan- 
ta (Dec.  1  to  Feb.  14,  1988).  ■ 


1 


Gorham  Co.  's  Cubic  coffee  set,  1927 
Erik  Magnussen  ( 1 864-  J  961 ) 
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O  KONICA  BUSINESS  MACHINES  U.£ 

1-800-528-6050,  ext.  2246 


THE  SWIFT.  THE  BRILLIANl 


Jl 


The  Asset  Managers  of  Pacific 
Financial  Companies.  Ranking  in  the 
top  1%  of  all  money  managers  for 
over  a  decade.  Out-performing 
the  Shearson/Lehman/Government 
Corporate  Index  eight  of  the  last 
ten  years.  Exceeding  the  Standard 
&  Poor's  500  Index  for  five  years 
in  a  row. 

Using  sophisticated  analytic 
techniques  wisely.  Being  sensitive  to 
market  trends.  Capitalizing  on  evolv- 
ing investment  opportunities. 

For  bond  management,  equities, 
and  real  estate  investments,  talk  to 
the  Asset  Managers  from  the  Power  of 
the  Pacific. 

They  are  inventive.  Successful. 
For  you. 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 
1-800-544  3600 


The  Up  &  Comers 


Fumbles 


Computone  Systems'  managers  knew  they 
had  to  change  the  company.  The  way  they 
changed  it  resulted  in  disaster. 


Frying  pan 
to  fire 


By  Burr  Leonard 


KjiharJ  HnMich 


Jay  Rosovsky,  forme;  <.j,mputone  chief  executive 

The  strategy  w-       zsed  on  the  false  premise  that  the  stuff  worked. 


IT  HAPPENS  EVERY  DAY  tO  Small! 
rapidly  growing  companies.  Thi 
business  on  which  the  firm  was 
founded  withers.  Management  mus 
reseed  in  better  pastures.  This  is  neve 
an  easy  process.  But  few  companies 
fail  at  it  as  completely  as  Atlanta'! 
Computone  Systems  Inc.  has. 

Founded  in  1965,  Computone  pros 
pered  in  the  1970s  and  early  1980j 
selling  a  time-sharing  package  to  in 
surance  agents.  For  $3,000  the  agent! 
could  buy  Computone's  portable 
computer  terminal,  which  gave  therri 
telephone  access  to  a  database  of  in 
surance  policies  kept  on  Compu 
tone's  IBM  mainframe.  In  fiscal  198.3 
(ended  May  31)  the  company  earneo 
$2.1  million  on  sales  of  $32  million 
Market  value  climbed  to  over  $9(] 
million. 

People  paid  50  times  Computone'i 
earnings,  apparently  in  the  belief  tha 
management,  led  by  Chief  Executive 
William  Robeson,  would  remain  in 
the  forefront  of  technological  changei 
In  1983  Robeson  wisely  built  his  casrj 
stockpile  to  $6.7  million,  an  intelli 
gent  (if  somewhat  tardy)  reaction  td 
the  arrival  of  personal  computers,  in 
eluding  the  IBM  PC  in  1981,  whicfl 
sped  the  demise  of  time-sharing. 

In  the  fall  of  1982  Robeson  made  hi\ 
star-crossed  move.  He  agreed  to  acj 
quire  Infotecs,  a  tiny  Manchester 
N.H. -based  manufacturer  of  comput: 
ers  and  software  that  was  still  losinjj 
money  several  months  after  Robesorj 
bought  it.  A  former  Computone  exec 
utive  says  the  deal  faced  oppositiorj 
from  senior  managers  at  the  time.  Tcj 
win  over  Computone's  board,  Robe 
son  promised  to  close  Infotecs  if  il 
didn't  turn  around  by  a  certain  date! 
But  Robeson  kept  extending  the  datei 

In  1983  Robeson  compounded  his 
error  by  buying  four  Albany,  N.Y| 
computer  retail  outlets.  Robeson^ 
aim,  says  a  former  Computone  seniol 
vice  president,  was  to  get  the  salesi 
man  who  ran  the  stores.  He  had  been 
doing  a  pretty  good  job  selling  Infoi 
tecs'  software.  That  salesman  was  Ja)j 
Rosovsky,  a  bearded,  disheveled  ancj 
tyrannical  computer  programme! 
with  high  ambitions. 

Appointed  president,  Rosovsky 
thought  he  could  save  Computone  by 
phasing  the  company  out  of  the  insuM 
ance  market  and  moving  into  com- 
puter retailing  as  a  way  to  move  Info 
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ATA  COZY  PRICE 


Avis  features  GM  cars. 
Cadillac  Sedan  deVille 


WITH  500  AADVANTAGE  MILES  TO  TOP  IT  OFE 


AVIS  SUPERVALUE 

for  a  Cadillac  Sedan  deVille 


Now  you  can  drive  a  luxurious 
Cadillac  Sedan  deVille  or  similar 
group  car  for  only  $45  a  day. 

This  low  SuperValue  Rate  is 
available  at  selected  Avis  locations 
across  America.  And  it  comes 
with  everything  you  expect  from 
the  company  that  tries  harder. 
Like  Avis  Express®  service  and 


Avis  Rapid  Return*  Plus  a  friendly  staff  that'll  speed  you 
on  your  way.  Whafs  more,  A¥Acl  vantage  members 
can  earn  500  AAdvantage  miles  with  every  qualifying 
Avis  rental* 

So  take  off  with  American  Airlines 
and  Avis.  For  something  special  in 
the  air.  And  on  the  ground.  See  your 
travel  agent  for  details.  Or  call  Avis  at 

1-800-331-1212.  •At  participating  Avis  locations. 


AVIS 


'    rs  and  rates  are  available  at  selected  U.S.  locations,  subject  to  availability.  Cars  must  be  returned  to  renting  location  These  rates  are  nondiscountable  Rates,  terms  and  conditions  are  subiect  to 
1 1  lange  without  notice.  Rate  has  a  free-mileage  allowance.  There  is  an  additional  per  mile  charge  in  excess  of  this  allowance.  Refueling  service  charge,  taxes,  COW  and  optional  coverages  not  included. 
;  dillac  or  similar  group  car  available  in  New  York  area  at  a  higher  rate.  Seasonal  surcharges  and  blackout  periods  may  apply  Advance  booking  may  be  required.  Call  Avis  for  complete  details 
Advantage*  is  a  registered  service  mark  of  American  Airlines,  Inc.  ©  1987  Wizard  Co.,  Inc. 


tecs'  products.  Recalls  a  former  em- 
ployee: "Jay  really  thought  that  when 
Computone  got  to  be  a  $100  million 
[sales]  company,  the  Pactels  and  the 
Nynexes  and  everybody  would  be 
standing  there  at  the  door  to  buy  us. 
He  said  he  was  going  to  make  us  all 
rich." 

By  1986  Rosovsky  had  bought  23 
retail  stores,  scattered  through  six 
eastern  and  southern  states  and  in- 
cluding two  high-volume  New  York 
City  outlets.  Many  were  moneylosing 
stores  that  Rosovsky  thought  he 
could  turn  around  with  his  manage- 
ment skill.  With  Computone's  board 
squarely  on  Rosovsky's  side,  Robeson 
quit  in  March  1985,  frustrated  by  the 
company's  sharp  turn  toward  retail- 
ing. Rosovsky,  who  became  chief  ex- 
ecutive, later  bragged  to  a  local  maga- 
zine reporter  that  "there  was  not  a 
plethora  of  management  talent  here 
when  I  came." 

Some  manager,  Jay  Rosovsky.  With 
its  growing  number  of  computer  retail 
outlets,  Computone  received  IBM's 
"Schedule  C" — or  maximum — dis- 
counts. Rosovsky  used  these  dis- 
counts to  overorder  and  unload  the 
excess  IBM  PCs  and  ATs  on  the  gray 
market,  thus  undermining  IBM's 
price  structure. 

In  fiscal  1986  Computone  reported 
retail  revenues  of  $71  million.  But, 
says  a  former  company  insider, 
"About  35%  of  the  $71  million  was 
[from]  gray  market"  sales.  The  source 
adds:  "Initially,  it  [the  gray  market] 
was  an  easy  way  to  make  a  sale,  but 
then  it  was  necessary  for  the  cash 
flow  that  Rosovsky  was  using  to  pick 
up  more  and  more  stores." 

Pretty  soon  IBM  got  wise  and  told 
Computone  to  cut  the  gray  market 
sales.  That  eventually  dropped  around 
$25  million  from  Computone's  retail 
division  revenues. 

By  1986  Rosovsky  was  flailing. 
Largely  unable  to  turn  around  the 
moneylosing  stores  he  was  buying,  he 
threw  $1.25  million  into  consumer 
advertising,  another  $500,000  into 
trade  show  displays,  and  made  sales 
calls  on  a  large  corporation,  despite 
the  fact  that  the  Infotecs  product  was 
designed  for  small  businesses.  Says  a 
former  Computone  staffer:  "The 
whole  strategy  was  based  on  the  false 
premise  that  the  Infotecs  stuff 
worked.  The  guys  who  were  trying  to 
sell  this  software  would  come  in  and 
say,  'Jay,  we  got  complaints.  Here  are 
the  letters.'  And  Rosovsky  would  say, 
'What  do  you  mean  it  doesn't  work? 
You  guys  just  can  I  sell  it.'  " 

If  you  have  a  macabre  sense  of  hu- 
mor, and/or  are  not  a  Computone 
creditor,  the  story  ger;  tunnier.  Be- 


lieving their  claims  for  their  product, 
Robeson  and  Rosovsky  had,  in  1984, 
installed  Infotecs  machines  for  Com- 
putone's own  accounting  and  ware- 
housing systems.  By  1986  Compu- 
tone's 23  retail  stores  were  all  on  the 
Infotecs  system,  which  had  barely 
enough  power  to  run  a  doctor's  office 
and  worked  no  better  for  Computone 
than  for  its  customers.  (All  the  stores 
are  now  closed.) 

"We  had  no  information  about  in- 
ventory or  what  had  been  sold,"  says 
Edward  Ramos,  former  manager  of 
Computone's  New  York  retail  opera- 
tions. "We  were  ordering  the  wrong 
stuff  because  we  didn't  know  what  we 
had,  and  we  were  delivering  stuff  to 
customers  that  the  machine  never 
generated  bills  for."  Included  in  the 
fiscal  1986  loss  of  $19.5  million  on 
sales  of  $83.3  million  were  year-end 
inventory  "adjustments"  (mostly  lost 
assets)  of  $15.2  million,  $5  million  of 
which  eventually  turned  up  as  obso- 
lete inventory  gathering  dust  in  retail 
stores  and  warehouses. 

Ramos,  by  the  way,  sold  his  New 


York  stores  to  Computone  for  compa- 
ny stock  worth  $4  million.  Today  the 
stock  is  worth  $63,000  at  most. 

In  early  1986  the  board  began  to 
suspect  that  Rosovsky  was  fudging 
inventory  figures.  "He  delayed  pre- 
senting a  $1.5  million  discrepancy  to 
the  board,"  says  Ramos.  (Rosovsky, 
still  in  Atlanta  selling  value-added 
IBM  computers,  stoutly  denies  the 
charge.)  Last  April  Rosovsky  was  fired 
and  stormed  from  the  boardroom.  A 
few  days  later  the  board  brought  Wil- 
liam Robeson  back  to  attempt,  once 
more,  to  salvage  the  company. 

It  is  probably  a  fool's  errand.  By  last 
December  Computone  was  unable  to 
meet  current  liabilities  of  $18.7  mil- 
lion, and  Robeson  put  the  company 
into  Chapter  11.  Robeson  hopes  to 
sell  Computone's  retail  outlets,  but 
his  high  asking  price  plus  lawsuits 
against  several  stores  by  dissatisfied 
Infotecs  customers  are  making  that 
difficult.  In  all  likelihood,  with  the 
stock  down  to  around  15  cents,  inves- 
tors who  failed  to  flee  this  former 
highflier  will  lose  everything.  ■ 


The  Up  &  Comers 


Strategy 


Until  1981  Portland  bankruptcy  lawyer^ 
Bruce  Engel  had  rarely  set  foot  in  a  saw- 
mill. Now  the  lawyer  is  a  sawyer  grossing 
over  $160  million  a  year  and  giving 
Weyerhaeuser  trouble. 

Paul  Bunyan 
in  pinstripes 


By  Jack  Willoughby 


F!  roblems,  the  late  West  Coast 
™  industrialist  Henry  J.  Kaiser 
liked  to  say,  are  opportunities  in 
work  clothes.  Portland  lawyer  Bruce 
Engel  understands.  Starting  with 
$3,000  in  1981,  Engel  has  worked 
northwestern  bankruptcy  courts  and 
creditors  to  construct  WTD  Indus- 
tries, Inc.  WTD  now  owns  1 7  lumber 
mills  with  capacity  to  produce  more 
than  1  billion  board  feet  of  hardwood 


and  softwood  a  year,  placing  WTD 
among  the  country's  top  ten  lumber 
producers.  Since  1983  WTD's  sales 
have  grown  from  $13  million  to  an 
estimated  $163  million  for  fiscal 
1987,  which  ends  Apr.  30.  Likely  prof- 
it this  year:  $4  million. 

"We  represent  something  of  a  slap 
in  the  face  to  the  established  indus- 
try," Engel,  46,  says.  "In  the  midst  of 
all  their  woe,  here  we  come  operating 
successfully." 

How  does  a  University  of  Chicago- 
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Ludicrous  Laws. 


Ihe  outdated  laws  that  regulate  banking  arent  so  funny. 

Some  archaic  laws  are  just  plain  silly.  But  others  can  affect 
you  personally. 

Federal  banking  laws  are  a  good  example.  Right  now,  these 
outdated  laws  still  prevent  you  from  buying  insurance,  securities 
and  real  estate  where  you  find  most  of  your  other  financial 
services.  Your  bank. 

You  can  buy  insurance  from  a  department  store,  but  not  from 
most  banks.  You  can  obtain  a  home  mortgage  from  your  bank, 
but  your  banker  can't  help  negotiate  a  fair  price  for  the  home. 
You  can  buy  securities  through  the  mail  from  who-knows-who, 
but  not  on  the  advice  of  the  banker  you've  known  for  years. 

The  future  of  our  banking  system  depends  on  banks  being 
able  to  fully  compete  and  offer  you  all  of  the  services  you  might 
want.  That's  only  fair  to  you.  And  to  us. 


AMERICAN 
BANKERS 
ASSOCIATION 

1120  Connecticut  Avenue,  N.W. 
Washington,  D.C.  20036 


'Some  of  those  inane  laws  may  have  heen  changed. 


schooled  lawyer  break  into  the  clan- 
nish Pacific  Northwest  lumber  busi- 
ness, and  do  so  profitably?  Engel  was 
raised  on  an  Oregon  farm  and  had 
rarely  seen  the  inside  of  a  sawmill 
until  1981.  That  was  when  he  went  to 
work  representing  bankrupt  mill 
owner  Johnston  Lumber  Co.,  the  last 
of  a  long  line  of  operators  that  had 
failed  to  make  a  go  of  a  small  mill 
called  The  Glide.  Engel  decided  to  buy 
the  mill  from  his  client.  Price:  the 
assumption  of  $2  million  in  debts. 

Explains  Engel  of  his  switch  from 
lawyer  to  sawyer:  "There's  a  line  be- 
tween legal  and  business  advice  that  I 
think  frustrates  many  lawyers." 

Engel's  timing  was  superb.  In  the 
late  1970s,  inflationary  expectations 
had  lashed  raw  Douglas  fir  timber 


•  S3  .fmL 


onerous  timber  contracts.  He  also  ex- 
tracted favorable  treatment  from  the 
mill's  banks:  In  some  of  Engel's  early 
refinancings,  he  convinced  bankers  to 
swap  monetary  debt  service  payments 
for  a  share  of  the  mills'  lumber  pro- 
duction. This  freed  scarce  cash  flow  to 
service  new  loans  taken  down  to  ac- 
quire more  mills. 

To  avoid  ghost-town  status,  local 
lumber  towns  also  helped  out.  Sedro 
Woolley,  on  Washington  State's  tim- 
ber-rich Olympic  Peninsula,  gave  En- 
gel a  seven-year,  $500,000  economic 
development  loan  at  7%  to  help  fi- 
nance WTD's  purchase  of  a  local  mill. 

Most  important,  starting  from 
bankruptcy  enabled  Engel  to  create 
nonunion  mills  and  so  wring  major 
concessions  from  mill  workers.  Most 
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WTD  Industries'  Brace  Engel 
Opportunities  in  work  clothes. 


prices  to  $450  per  thousand  board 
feet.  Tree-poor  operators  like  the 
mills  Engel  eventually  acquired  were 
forced  to  contract  for  the  timber  at 
these  exorbitant  prices.  Tree-rich  out- 
fits like  Weyerhaeuser  and  Crown 
Zellerbach  simply  harvested  their 
own  trees. 

Then  inflation  abated  and  with  it 
housing  starts  and  lumber  demand. 
Stumpage  prices  of  Douglas  fir 
dropped  to  $140  per  thousand  board 
feet,  and  bankruptcy  became  the  only 
way  out  for  many  independent  mills. 
According  to  forest  industry  consul- 
tants Paul  F.  Ehinger  &  Associates, 
10,700  Pacific  Northwest  jobs  have 
been  lost  since  1980,  as  98  plywood, 
veneer  and  sawmill  plants  closed. 

Here,  then,  were  Engel's  opportuni- 
ties in  work  clothes.  By  taking  over 
bankrupt  mills,  Engel  got  out  of  the 


WTD  workers  get  $6.25  an  hour  as  a 
starting  base  wage,  compared  with 
about  $7  an  hour  starting  union  rates. 
More  important  is  the  flexibility  and 
productivity  WTD's  nonunion  status 
brings.  "We  work  a  40-hour  week," 
says  Engel.  "If  there's  a  breakdown, 
the  time  is  made  up  on  Saturday  at 
straight  time." 

Not  that  Engel  is  all  stick.  He  hands 
out  $50  bills  to  his  mill  hands  when 
they  break  a  production  record.  When 
WTD's  mills  are  humming,  productiv- 
ity bonuses  averaging  $3  an  hour  bring 
WTD  workers'  pay  above  union  scale. 
These  labor  policies  help  explain  why 
WTD  Industries,  and  several  smaller 
nonunion  outfits,  have  wrested  mar- 
ket share  from  large  integrated  firms 
like  Boise  Cascade  and  Weyerhaeuser. 
Engel  says  he  was  not  surprised  when 
he  heard  that  WTD's  name  was  used  as 


a  warning  by  Weyerhaeuser  negotid 
tors  trying  for  major  wage  concession 
last  summer.  As  housing  starts  hav 
jumped,  volume  has  surged  dramati 
cally  in  WTD's  mills,  bringing  it 
manufacturing  costs  down  to  $65  pe 
thousand  board  feet,  compared  witl 
$100  for  Weyerhaeuser. 

Last  October  Engel  and  his  wife 
Teri,  WTD's  corporate  secretary,  soli 
42%  of  the  company  to  the  public  fo 
$24  million.  The  stock  has  since  mon 
than  doubled;  the  Engels'  58%  stak 
is  now  worth  nearly  $80  million.  On 
can  only  imagine  the  chagrin  of  En 
gel's  early  partner,  William  G.  Wil 
liamson,  who  sold  Engel  his  23%  a 
WTD  Industries  for  $606,000  a  yea 
before  the  public  offering. 
But  such  are  the  risks  inherent  ii 
Engel's  strategy  that  Wil 
liamson  may  have  the  las 
laugh.  Key  to  keeping  WTD' 
costs  down  is  Engel's  polic; 
of  operating  with  timber  in 
ventories  of  only  thre< 
weeks;  industry  conventioi 
used  to  require  raw  materia 
supplies  of  three  years.  Buy 
ing  spot  is  fine  when,  as  now 
tree  owners  are  eager  to  sell 
But  timber  prices  could  esca 
late  again,  especially  if  com 
servationists  win  a  20%  re 
duction  in  the  timber  set  fo 
public  auction,  and/or  a  de 
clining  dollar  stimulates  for 
eign  demand  for  timber.  Th< 
danger  here  is  not  only  tha 
Weyerhaeuser  and  other  bij 
integrated  producers  havt 
better  control  over  their  rav 
material  supply  than  doe 
Engel.  They  have  also  spen 
much  more  to  modernizi 
their  mills,  and  so  can  wrinj 
more  value  from  a  log  that 
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WTD's  mills.  So  far,  Engel  has  spen 
just  $2.5  million  to  upgrade  WTD'; 
mills,  leading  forestry  consultan 
Paul  Ehinger  to  caution  that  Enge 
"may  not  have  the  staying  power." 

Engel  isn't  worried.  He  argues  tha 
as  long  as  his  mills  can  produce  ai 
low  unit  cost,  he  will  be  able  to  loci* 
in  a  decent  margin  between  whatev 
er  he  has  to  pay  for  trees  and  his 
selling  prices.  Integrated  lumber  pro 
ducers  are  currently  enjoying  nei 
margins  of  15%  and  more,  while 
WTD's  margin  is  only  6%.  Insists 
Engel:  "I'd  rather  be  in  the  black  fo: 
the  whole  cycle." 

Put  it  this  way:  If  it  is  too  early  tc 
know  whether  Bruce  Engel  is  destinec 
to  become  a  Pacific  Northwest  lum 
ber  baron,  his  ability  to  spot  opportu- 
nities where  others  see  only  problems 
is  already  well  established.  ■ 
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Your  friend  in  faraway  places. 

The  most  nonstops  to  the  most  top 
Pacific  business  centers.  A  very  good  reason 
so  many  business  travellers  choose  the 
friendly  skies  to  take  them  across  the 
Pacific.  And  why  you  should,  too. 

You'll  find  our  Royal  Pacific  Service  a 
real  comfort  along  the  way.  Not  to  mention 
a  powerful  way  to  increase  your  Mileage 
Plus  account. 

So  the  next  time  you're  headed  for 
Tokyo,  Osaka,  or  any  of  eleven  other  Pacific 
destinations,  go  with  a  friend. 


Hitachi's  wide-ranging  technologies  in  communication  (from  left  to  right]: 
optical  fibers,  image  signal  processor,  advanced  telephone  exchange  system, 
satellite  communication,  and  machine  translation  system. 


flMMffCRTTOI 

I mmunication  is  not  simply  sending 
fiessage. .  .it  is  creating  true  understanding - 
fliftly,  clearly  and  precisely. 


[bw  he's  trying  to  tell  me  something: 
what  does  he  really  mean?"  In  our  world 
roliferating  technologies  and  new  termi- 
py,  this  kind  of  question  is  asked  a  lot. 
IT  is  what  we  are  doing  about  it. 

flphi's  scientists  and  technicians'  long- 
rcgoal  is  to  break  the  language  barrier. 
I  are  diligently  at  work  today  on  an  array 
pects  that  will  vastly  improve  the  com- 
mcations  of  tomorrow. 
For  example,  we've  made  tremendous 
ress  on  a  system  to  translate  Japanese 
English. 

■"his  system  can  be  used  to  translate 
Jus  scientific/technical  papers  and 
jiinery/equipment  manuals.  Special 
flsaries"  can  be  developed  to  adapt  it  for 

I as  diverse  as  medicine,  electronics 
eronautics.  Further  development  could 
lo  automatic  telephone  translation  or 
i  portable  verbal  translators  for  travelers, 
n  addition  to  the  machine  transla- 
'  ;ystem,  Hitachi's  research  specialists 
!  Iso  developing  advanced  transmission 


systems  that  send  your  phone  calls  or 
business  data  across  great  distances  using 
hair-thin  optical  fibers  and  laser  beams. 
They  are  also  working  on  other  new  methods 
of  communications,  such  as  advanced 
telephone  exchange  systems,  satellite  com- 
munication systems,  TV  conferences, 
and  so  forth. 

At  the  root  of  much  of  this  is  our  highly 
advanced  computer  technology:  because 
Hitachi  is  producing  some  of  the  fastest, 
largest-capacity  systems  available  today. 

We  link  technology  to  human  needs.  We 
believe  that  Hitachi's  advanced  technologies 
will  result  in  systems  and  products  that  are 
functionally  sophisticated  but  easy  to  use. 
Our  goal  in  communications— and  trans- 
portation, energy  and  consumer  electronics 
as  well  — is  to  build  products  and  systems 
that  will  improve  the  quality  of  life  the 
world  around. 


0  HITACHI 

Hitachi,  Ltd.  Tokyo  Japan 


At  Tele-Communications,  Inc.  the  bosses  care  about  building 
assets,  not  showing  earnings.  This  long-range  approach  ha: 
made  TCI  the  giant  of  cable  TV,  leaving  Time  Inc.  far  in  the  dust. 


Make  way  for 
John  Malone 


By  Howard  Rudnftsky 
and  Edward  F.  Come 


T|  HERE  IS  A  BIG  DIFFERENCE  be- 
tween creating  wealth  and  re- 
porting income."  says  John  Ma- 
lone. He  has  a  point:  Witness  all  the 
companies  that  report  profits  year  af- 
ter year  and  then  suddenly  wipe  it  all 
out  with  a  giant  writeoff.  As  president 
of  Tele-Communications,  Inc.,  Ma- 
lone is  much  more  interested  in  build- 
ing real  wealth  than  in  making  the 
headlines  with  steadily  expanding 
earnings.  His  little-known  Denver 
company  has,  without  much  fanfare, 
become  the  largest  cable-television 
company  by  far  in  the  U.S. 

If  the  media  haven't  recognized  the 
growing  power  of  this  man  and  TCI, 
many  influential  business  people 
have.  "John  Malone  is  Bill  Paley  and 
Dr.  Frank  Stanton  rolled  into  one," 
says  Mario  Gabelli,  the  New  York- 
based  stock  picker  and  media  follow- 
er. "Malone  will  be  the  most  powerful 
executive  in  America  in  five  years  due 
to  his  growing  influence  over  what 
broadcast  systems  charge  for  events 
like  sports  and  entertainment,"  says 
John  McMullen.  McMullen  is  no 
stranger  to  the  sports  and  entertain- 
ment business;  his  holdings  include 
the  Houston  Astros  baseball  team  and 
the  New  Jersey  Devils  hockey  team. 

Nor  has  the  stock  market  ignored 
TCI.  Its  97  million  shares,  recently 
selling  at  32,  had  a  combined  market 
value  of  $3. 1  billion.  Recognizing  that 
much  of  TCI's  true  earnings  power  is 


submerged,  like  the  bulk  of  an  ice- 
berg, the  market  prices  the  stock  at 
almost  200  times  reported  earnings — 
but  only  about  5  times  this  year's 
expected  cash  flow. 

TCI  is  big  enough  now  that  it  has 
been  able  to  lead  a  group  of  cable 
companies  that  committed  $550  mil- 
lion to  rescue  Ted  Turner  from  run- 
ning out  of  cash  and  having  his  opera- 
tions fall  into  the  hands  of  one  of  the 
networks.  TCI  also  owns  nearly  5%  of 
Turner  Broadcasting  System.  And 
TCI  showed  its  and  the  industry's 
growing  clout  recently  when  its  sup- 
port helped  ESPN  snatch  some  Na- 
tional Football  League  games  from 
the  networks. 

TCI's  rise  from  an  almost-busted 
company  15  years  ago  into  a  colossus 
demonstrates  that  it's  possible  for 
managers  to  run  successfully  a  public- 
ly traded  company  with  a  long-term 
view  rather  than  with  an  emphasis  on 
quarterly  earnings.  Malone  and  TCI's 
chairman  and  founder,  Bob  Magness, 
have  made  money  the  old-fashioned 
way:  by  building  the  company. 

The  biggest  beneficiaries,  of  course, 
are  Malone  and  Magness,  whose  com- 
bined holdings  in  TCI  carry  a  market 
value  of  about  $375  million.  Long- 
term  investors  have  made  out  phe- 
nomenally well,  too.  The  Teachers 
Insurance  &  Annuity  Association, 
which  got  TCI  stock  and  warrants  in 
1968,  has  seen  a  $7.7  million  invest- 
ment turn  into  almost  $100  million. 
Some  secretaries  at  TCI's  headquar- 
ters are  almost  millionaires,  thanks  to 


early  stock  purchases. 

Why  has  TCI's  accomplishmen 
gotten  relatively  little  notice?  In  goo< 
part  because  it  hasn't  reported  th 
kind  of  earnings  that  impress  the  av 
erage  investor.  Because  it  has  tj 
charge  off  large  amounts  of  deprecia 
tion  and  goodwill,  TCI  reports  almos 
no  profits:  apathetic  $16  million  (est: 
mated)  for  last  year  and  $10.1  millioi 
for  1985.  About  the  only  time  TC 
shows  a  profit  is  when  it  dips  into  it 
enormous  portfolio  and  sells  some 
thing — a  cable  system,  say — at  wa 
above  its  absurdly  low  carrying  value 
The  company  is  managed  for  casl 
flow  and  asset  value,  not  for  earnings 

Malone  runs  TCI  like  a  real  estat 
business.  TCI  generates  cash,  pays  lit 
tie  or  nothing  in  the  way  of  taxes  an 
builds  wealth  because  its  cable-T1 
franchises  are  increasing  in  value. 

Local  cable  companies  are  monopc 
lies,  for  all  practical  purposes.  Bu 
thanks  to  the  decision  of  Congress  ii 
1984  to  end  local  rate  regulation,  ca 
ble  is  an  unregulated  monopoly- 
something  like  the  three  TV  net 
works  in  their  glory  days,  when  the 
could  raise  rates  with  impunity. 

Now,  of  course,  the  networks'  day 
of  rapid  growth  are  over.  But  cabl 
operations  like  Malone's,  now  begin 
ning  to  realize  the  benefits  of  rat 
deregulation,  are  in  a  period  of  acqui 
sition  and  rising  revenues. 

Malone  is  taking  advantage  of  th' 
resultant  increase  in  TCI's  cash  flov 
to  lock  up  programming  and  buy  mor 
franchises.  Though  the  big  network 


124 


FORBES,  APRIL  6,  1987 


=ORBES,  APRIL  6,  1987 


125 


TCI's  layered  look 


Bob  Magness 

Chairman 


John  Malone 

President 


3.8%  Class  A  stock 
47.4%  Class  B  stock  f~ 


22.7%  Class  B  stock 


-  — . 


Republic  Pictures  Corp. 


TCI's  complex  organization  is  designed  to 
maximize  cash  flow  while  minimizing  TCI's 
cash  outlay.  This  mass  of  joint  ventures  and 
partly  owned  subsidiaries  extends  TCI's 
reach,  and  equity  investments  give  it  a  piece 
of  potential  acquisitions. 


1.26%  Class  A  stock  ~> 
55.3%  Class  B  stock 


0.3%  Class  A  stock 
4%  Class  B  stock 


Western 
Tele-Communications,  Inc. 


6.25%  Class  B  stock 


Tele  Communications,  Inc. 

$4  billion  assets 


TCI  Holdings 


TCI  Development 


CSI 

(Southwest) 


BTCI 

(Buffalo) 


Other  cable  systems 

IChesapeake,  Wash.,  D.C.,  St.  Louis,  Chicago) 


1,450,000 
subscribers 


TCI  Growth 
TCI  West 


United  Artists 

(cable  and  theaters) 
$931  million  assets 


3 


Joint  ventures 

TKR  (Knight-Ridder) 
TCI-Taft 
Lenfest  Communications 
Bresnan  Communications 
Others 


4 


Investments 

Turner  Broadcasting  (4.9%) 
United  Cable  (23.7%) 
COMB  (12.5%) 
26  others 


Total  unconsolidated  affiliates 
2,531,400  subscribers 


Photos  by  James  Balog 


are  cutting  back,  Malone  is  still  ex- 
panding. Previously,  TCI  expanded 
slowly  but  steadily,  building  or  buy- 
ing small-town  systems  rather  than 
getting  involved  in  big  cities  and  the 
attendant  political  hassle.  But  in  re- 
cent years  TCI  has  expanded  by  leaps 
and  bounds,  making  the  kinds  of  deals 
Malone  once  shunned.  It's  getting 
bolder,  more  willing  to  tackle  trouble. 

Recently  TCI  has  gobbled  big, 
healthy  operations  like  United  Artists 
Communications,  Inc.  (see  story,  p. 
136)  and  has  been  buying  other  com- 
panies' mistakes — Warner- Amex 
Cable's  Pittsburgh  franchise,  a  quar- 
ter of  Westinghouse  Group  W  Cable 
(formerly  Teleprompter) — on  the 
cheap.  Thus,  TCI  and  its  bewildering 
array  of  affiliates  and  venture  partners 
(see  chart)  now  s  ;rve  6.7  million  sub- 
scribers— one  ou  ery  six  cable 
customers  in  the  U.S.  That  total  will 
climb  to  7.7  million  customers  if  TCI 
completes  its  proposed  $875  million 


buyout  of  Heritage  Communications, 
which,  along  with  its  affiliates,  has 
nearly  1  million  subscribers. 

People  generally  think  of  Time  Inc. 
when  they  think  of  cable  dominance, 
but  Time's  American  Television  & 
Communications,  which  was  once 
the  industry  leader,  is  now  a  humble 
number  two  to  TCI.  Time  has  3.4 
million  subscribers,  barely  half  TCI's 
total.  Time,  meanwhile,  is  bogged 
down  in  its  efforts  to  boost  earnings 
and  get  its  stock  price  up  in  order  to 
frighten  away  the  takeover  artists. 
This  leads  to  an  emphasis  on  quarter- 
ly earnings,  which  is  precisely  the 
wrong  way  to  grow  in  cable. 

Ignoring  earnings  and  caring  only 
for  cash  flow,  TCI  and  its  affiliates 
will  generate  $600  million  in  cash 
flow  from  operations  this  year — be- 
fore interest,  depreciation  and  income 
taxes.  With  such  liquidity,  TCI's  esti- 
mated debt  of  $3.5  billion,  including 
off-balance-sheet  items,  looks  less 


imposing  than  it  otherwise  might. 

Media  analyst  Kenneth  T.  Berents 
of  Legg  Mason  figures  that  among  the 
media  companies  only  Gannett 
likely  to  top  TCI's  cash  flow  this  year, 
and  NBC  might  do  so.  Think  of  it: 
John  Malone's  company  has  almost 
no  earnings,  but  more  cash  flow  than 
CBS,  Capital  Cities/ ABC  or  Time. 

Only  15  years  ago  TCI  was  a  small 
company  with  a  largely  rural  base, 
lots  of  high-cost,  floating-rate  bank 
debt  and  a  liquidity  crisis.  That  began 
to  change  after  Bob  Magness,  who 
founded  TCI  by  building  a  cable  sys- 
tem in  Memphis,  Tex.  in  1956,  hired 
Malone,  who  was  30  when  he  joined 
TCI  in  1973.  He  has  a  Ph.D.  in  mathe- 
matics and  used  to  be  called  "Young 
Dr.  Malone,"  after  a  radio  soap  opera 
character.  He  had  been  head  of  Gener- 
al Instruments  Corp.'s  Jerrold  divi- 
sion, a  cable  equipment  supplier  that 
often  sold  on  credit  because  cable  op- 
erators lacked  cash.  Malone  knew 
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The  Hartford  gives  you 
■the-spot  response  to  claims 
irough  hundreds  of  offices 
around  the  country. 


hits  home  every  time  you  file  a  business  claim: 
irance  is  not  an  abstraction.  It's  an  obligation  to  pay 
covered  accidents  and  disasters,  and  to  take  every 
Eropriate  step  to  lessen  the  human  and  financial 
iact  of  those  losses. 

at  The  Hartford,  we  take  that  obligation  very  seriously, 
like  many  insurance  companies,  we  handle  our 
m  claims  through  our  own  offices  around  the  country, 
yearly  a  million  and  a  half  claims  handled  during  a 
recent  year,  we  settled  99.9%  without 
a  written  complaint. 

Responsive  claims  service  is  one 
more  reason  independent  agents  and 
their  business  customers 
WBr      \ty   turn  to  us,  Year  after  year. 

They  get  our  best,  and  so  will  you. 
That's  what  makes  the  difference. 
The  Hartford  difference. 


;n  you  need  us  most,  we're  at  our  best. 


Nasty,  nasty 


P.ttti  Bxrrv  [x-w 


TCI  President  John  Malone 

Out  of  the  trenches  and  full  speed  ahead. 


Tele-Communications,  Inc. 
is  one  of  the  cable  industry's 
toughest  players  at  squeezing 
costs  and  holding  service  to  a 
minimum.  But  sometimes  it 
gets  carried  away  and  plays  real- 
ly rough.  In  1972  TCI  cut  off 
service  to  Vail,  Colo,  because  of 
a  rate  dispute.  The  only  thing 
shown  on  cable  viewers'  screens 
that  weekend  was  the  mayor's 
phone  number.  TCI  won. 

TCI  had  a  nasty  dispute  with 
Boulder,  Colo,  over  quality  of 
service,  ultimately  suing  the 
city,  taking  the  case  to  the  U.S. 
Supreme  Court  and  winning. 

But  TCI  has  come  a  cropper  in 
Jefferson  City,  Mo.  (pop. 
35,000).  Jefferson  City,  the  state 
capital,  has  been  served  by  TCI 
since  the  mid-1970s,  but,  recalls 
city  attorney  Allen  Garner,  "the 
service  was  somewhere  below 
poor."  Garner  cites  frequent 
fuzzy  reception,  slow  or  no  re- 
sponse to  calls  and  a  reluctance 
by  TCI's  local  staff  to  improve 
the  situation. 

In  1982,  when  TCI's  franchise 
came  up  for  renewal,  the  city 
struck  back.  It  issued  a  Request 


for  Proposals.  TCI  refused  to 
participate,  and  a  group  of  local 
businessmen,  through  a  compa- 
ny called  Central  Telecom- 
munications Inc.,  was  given  the 
franchise.  The  mayor  gave  it 
back  to  TCI,  and  the  local  group 
sued  for  damages  on  antitrust 
grounds. 

TCI,  pulling  out  all  the  stops, 
based  its  defense  on  the  First 
Amendment,  fighting  all  the 
way  up  to  the  U.S.  Supreme 
Court.  Testimony  in  the  jury 
trial  disclosed  that  TCI's  execu- 
tives had  threatened  people's 
jobs,  property  and  well-being  in 
its  efforts  to  keep  the  franchise. 
TCI  President  John  Malone, 
who  admits,  "We  raised  a  lot  of 
hell  down  there,"  claims  the 
whole  incident  was  caused  by 
aberrant  behavior  by  the  local 
manager,  since  fired. 

In  March  the  U.S.  Supreme 
Court  turned  down  TCI's  ap- 
peal, and  as  a  result  the  compa- 
ny will  have  to  fork  over  more 
than  $43  million  in  damages 
and  interest  charges  to  the  local 
cable  company.  And  swallow  its 
embarrassment.— E.F.C. 


TCI  intimately,  because  Jerrold  was 
TCI's  principal  creditor.  From  Magj 
ness  he  learned,  and  never  forgot,  thaj 
building  an  asset  base  is  more  impon 
tant  than  reporting  earnings,  even  fo 
a  publicly  held  cable  company. 

Magness  intended  to  sell  stock  ii 
1972  to  raise  money  to  pay  off  a  lot  o 
his  debt.  But  the  market  collapsed. 

Malone  saw  TCI's  problem  as  ar| 
opportunity:  "Magness  had  beei] 
fighting  the  alligators  for  a  long  while 
and  he  said  he  needed  someone 
could  have  gone  to  work  at  the  time 
for  Steve  Ross  at  Warner  [Communi 
cations],  running  their  cable  opera 
tions.  Ross  made  me  a  very  attractive 
offer.  It  was  the  personal  relationship 
with  Magness  that  made  the  differ' 
ence."  And,  of  course,  a  chance  tq 
acquire  stock  and  run  the  show. 

Malone  soon  was  fighting  TCI's 
bank  creditors  to  keep  them  from 
foreclosing.  "We  fought  trench  war 
fare  with  the  creditors  for  about  foui 
years,"  says  Malone,  "until  we  finally 
got  to  the  point  where  we  were  aheaC 
of  the  liabilities." 

Malone  and  Magness  pulled  TCl 
through  its  problems  by  playing  ver>| 
tough.  The  bankers  want  to  cause 
problems?  Slam  keys  on  the  table,  ancj 
tell  them  they're  about  to  be  in  thfl 
cable  business.  A  city  council  is  comj 
plaining  about  service?  Tell  them  tcj 
shove  it.  TCI  even  violated  antitrust 
laws  (see  box,  left)  to  keep  a  rival  from 
taking  over  a  Missouri  franchise  TCI 
had  run  badly. 

That  kind  of  toughness  finally  proj 
duced  a  company  that  by  1977  was 
showing  significant  positive  cash 
flow.  Malone  and  Magness  then  com 
vinced  a  group  of  institutional  lend- 
ers, including  Teachers,  Travelers  ana] 
Equitable,  to  lend  TCI  the  then-stag-i 
gering  sum  of  $77  million — the  big^ 
gest  cable-TV  loan  ever  made  at  the 
time.  Says  Malone,  "They  saw  we  had| 
good  cash  flow,  in  part  because  inter- 
est rates  had  come  down.  That  loan] 
was  really  the  point  at  which  the! 
company  was  turned  loose." 

As  it  grows,  TCI  keeps  top  execu- 
tives happy  through  special  benefits. 
An  example:  In  1983  Magness,  Mai 
lone  and  other  top  TCI  executives  ac- 
quired 21%  of  Liberty  Tele-Commu- 
nications in  exchange  for  cable-TV 
properties  valued  at  about  $4  million. 
Two  years  later  TCI  bought  their  Lib- 
erty stock  for  nearly  $15  million 
worth  of  TCI  shares — thus  nearly 
quadrupling  the  executives'  money; 
those  shares  are  now  worth  $40  mil- 
lion— a  900%  profit  on  the  original 
investment  in  four  years.  There  are 
other  such  arrangements.  A  potentiall 
conflict  of  interest?  Sure.  But  it's 


128 


FORBES,  APRIL  6,  1987 


PATENF4,198,494 
\NSWERS  HUNDREDS  OF  HOUSE 


CALLS  EVERY  DAY. 


When  the  alarm  goes  out,  chances  are  it  will  be  answered  by  DuPont 
Patent  #4,198,494  —  a  remarkable  fire-resistant  material  called  Nomex®III  aramid. 
The  effectiveness  of  NOMEX  is  so  well  recognized  that  protective  clothing  made  of  it 
is  worn  by  more  than  70%  of  all  career  fire  fighters  across  the  country.  It  also 
protects  U.S.  military  pilots  and  almost  all  professional  race-car  drivers. 

However,  NOMEX  is  more  than  just  an  incredible  fire  fighter.  Through 
advanced  technology,  NOMEX  can  also  be  transformed  into  an  incredibly  strong  yet 
lightweight  honeycomb  material.  This  technology  has  led  to  innovative  uses  that 
range  from  the  interior  panels  on  Boeing  747s  to  skis  for  downhill  racing. 

But  this  is  just  one  of  more  than  80,000  patents  that  DuPont  has 
earned  over  the  last  fifty  years  in  health  sciences,  advanced  electronics,  transpor- 
tation, agriculture,  textile  fibers,  consumer  and  specialty  products. 

And  even  more  important  than  the  number  is  the  contribution  these 
ideas  make.  For  thousands  of  fire  fighters,  and  for  the  millions  of  people  they  serve, 
Patent  #4,198,494  answers  a  very  important  call. 

BETTER  THINGS  FOR  BETTER  LIVING. 


■*&  US  n>TST«  <*' 


UID.  ITS  NOT  SOLI 


I 


At  The  Standard  Oil  Company,  we  are 
)ursuing  a  new,  very  active  management  strategy. 

One  designed  to  position  us  among  the 
Strongest  of  the  world's  oil  companies.  Despite  the 
Mid  volatility  of  world  oil  prices. 

We  have  taken  vital  actions  to  protect  our 
balance  sheet  against  downside  oil  prices.  Assets 
jiot  strategic  to  Standard  Oil  have  been  divested. 

We  have  streamlined  and  strengthened  our 
bil  operations.  And  improved  our  non-oil  assets, 
icluding  our  world-leading  acrylonitrile  and 
tanium  dioxide  feedstock  businesses. 

We  have  also  become  fast,  creative  traders, 
deducing  downside  risk  with  innovations  like  our 
3cent  oil-indexed  and  gold-indexed  notes. Trading 
iternational  currencies.  Reducing  our  interest  rate 
nd  exchange  exposures. 

Protected  on  the  downside,  we  are  now 
ooised  for  upside  opportunity 

For  an  oil  giant,  with  reserves  of  2.4  billion 
arrels,  we  have  become  very  nimble. 

Because  in  a  world  of  oil  sheiks  and  oil 
hocks,  the  more  liquid  we  are,  the  more  solid. 

TANDARD  OIL  NOT  STANDARD  THINKING 

The  Standard  Oil  Company  is  the  original  Standard  Oil  founded  in  Cleveland,  Ohio,  in  1870. 


John  McLaughlin  fuels  the  fire  while  respected  journal- 
ists Jack  Germond,  Morton  Kondracke,  and  Robert 
Novak  provide  informative  and  often  explosive  opinions. 

Join  them  all  on  the  McLaughlin  Group.  It  just  might  be  the 
freshest,  boldest,  most  incisive  political  show  on  the  air. 

Don't  miss  it.  The  people  who  run  this  country  never  do. 

The  McLaughlin  Group 

Made  possible  by  a  grant  from  GE. 


Check  local  listings  for  station  and  time.  $  A  REGISTERED  TRADEMARK  OF  GENERAL  ELECTRIC  COMPANY. 

■  -    '    -  > 


Get  Lost! 


IN  PARADISE 

An  island  paradise  that  offers 
jLx.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,950 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 
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prominently  disclosed.  If  you  don 
like  these  deals,  don't  buy  the  stock 

One  hazard  in  concentrating  o 
building  assets  rather  than  enhancin 
earnings  is  that  your  stock  will  la 
and  the  vultures  will  move  in.  Wit 
TCI  beginning  to  roll  and  looking  re 
spectable  enough  to  encourage  insti 
tutional  investors  to  buy,  Malone  an 
Magness  began  to  worry  about  losin 
control  of  their  company. 

"A  company  that  is  an  asset  accf 
mulator  will  always  sell  at  a  substar 
tial  discount  to  its  underlying  value  t 
the  marketplace,"  says  Malone.  "W 
figured  we  were  working  awfully  har 
building  TCI  to  have  someone  com) 
along  and  steal  it  from  us."  The 
played  it  tough  here,  too. 

In  1979  Magness  and  Malone  creat 
ed  a  Class  B  stock,  with  ten  votes 
share,  and  distributed  it  to  TCI  hole 

"Wefought  trench  warfare 
with  the  creditors  for  about 
four  years,"  says  I  John] 
Malone,  "until  wefinally  got 
to  the  point  where  we  were 
ahead  of  the  liabilities." 

ers.  Malone  and  Magness  then  ac 
quired  B  shares  in  exchange  for  somi 
of  their  own  A  shares  from  institvj 
tional  holders  who  were  constraine 
for  regulatory  reasons  from  holdm 
the  B  stock.  "There  were  a  lot  of  indi 
viduals  who  wanted  to  sell  for  ta 
reasons  and  didn't  care  if  they  had  t 
or  B  stock,  so  we  traded  our  A  for  thei 
B,"  Malone  says.  Thus,  the  two  cor 
trol  about  60%  of  TCI's  votes,  whill 
owning  only  about  1 1  %  of  its  shares 

Another  nifty — and  pivotal — mov 
involved  Resorts  International.  I) 
1973  TCI  had  bought  Gulf  &  Wesl 
ern's  controlling  block  of  stock  i 
Athena  Communications. 

Athena  owned  a  Charles  Bluh 
dornesque  portfolio  of  strange  thing: 
including  warrants  to  buy  Resort 
stock,  which  at  the  time  weren 
worth  much.  But  when  Resort 
opened  Atlantic  City's  first  casino,  i 
1978,  the  warrants  became  very  vari- 
able. Athena — which  by  1979  wa 
75%  owned  by  TCI  and  consolidate 
in  its  financial  statements — made 
$31  million  killing  on  Resorts.  A  lc 
of  added  equity  was  now  available  fc 
a  company  that  had  only  $38  millio 
in  equity  prior  to  the  Resorts  windfal 

In  the  late  1970s  the  developmen 
of  communications  satellites  and  th 
willingness  of  cable  customers  to  pa 
for  supplemental  programming,  sue 
as  Home  Box  Office,  as  well  as  favoi 
able  changes  in  the  copyright  laws,  se 
off  a  cable  construction  boom  in  th 
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NEW  ISSUES 


March  11,  1987 


$1,150,000,000 

Allied  Stores  Corporation 

$200,000,000 

10H%  Senior  Notes  Due  1992 
Price  100% 

plus  accrued  interest,  if  any,  from  March  17,  1987 


$700,000,000 

Senior  Subordinated  Debentures  Due  1997 
Price  100% 

plus  accrued  interest,  if  any,  from  March  17,  1987 


10,000,000  Shares 

$3.3125  Cumulative  Exchangeable  Preferred  Stock,  Series  A 

(Stated  Value  $25  Per  Share) 

Shares  of  Preferred  Stock  will  be  exchangeable  at  the  Company's  option  in  whole  or  in  part  for  13V4%  Junior  Subordinated  Debentures 
Due  2002  at  the  rate  of  $25.00  principal  amount  per  share  of  Preferred  Stock,  provided  certain  conditions  are  met. 

Price  $25  Per  Share 

plus  accrued  dividends,  if  any,  from  date  of  issuance 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities.  The  offerings  are  made  only  by 
the  Prospectuses,  copies  of  which  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
where  the  undersigned  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Who  is  this  guy? 


Bob  Magness,  Tele-Communications,  Inc.  founder  and  chairman 
Like  his  prizewinning  Arabians,  the  cable  company  is  a  winner. 


Bob  Magness,  62,  the  chair- 
man and  founder  of  TCI, 
doesn't  talk  to  the  press  much. 
He  lets  John  Malone  get  the  ink 
while  he  stays  in  the  back- 
ground, accumulating  wealth 
and  making  deals. 

As  a  young  man,  Magness 
harvested  crops  in  Texas  and 
worked  as  a  roughneck,  then 
moved  on  to  dealing  in  cotton. 
With  his  late  wife,  Betsy,  he 
went  into  the  cable  business  in 
rural  areas  during  the  late  Fif- 
ties— "an  old  pole  climber,"  as 
he  is  affectionately  known. 

Besides  owning  over  10  mil- 
lion TCI  shares,  Magness  has  a 
major  investment  in  Western 
Telecommunications  and  Re- 


public Pictures  and  stakes  in 
other  cable  firms.  He  owns  land, 
cattle  and  a  major  collection  of 
art  of  the  U.S.  West.  All  told, 
he's  about  halfway  to  a  net 
worth  of  $1  billion. 

Magness'  greatest  talent  is  in 
trading  for  cable  franchises. 
"There's  more  potential  there 
than  in  trying  to  get  $9.95  a 
month  from  subscribers,"  says 
Magness.  And  perhaps  his 
smartest  move  yet  was  picking 
fohn  Malone  to  run  TCI.  All  too 
many  entrepreneurs,  out  of 
pride  or  fear,  are  unwilling  to 
share  power  and  publicity.  Not 
the  publicity-shy  Magness.  He's 
content  to  take  the  cash  and  let 
the  credit  go  to  others. — E.F.C. 
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big  cities.  TCI's  competitors  began 
cutting  each  other's  throats  to  wire 
America's  urban  areas.  Malone 
watched  the  bloodshed.  Going  his 
own  way,  he  began  acquisitions  in  the 
suburbs  as  well  as  in  rural  areas  anc 
waited  for  his  rivals  to  lose  theii 
shirts  and  be  forced  to  sell  out  cheap. 

Sure  enough.  In  1984,  for  example,, 
Malone  picked  up  the  Pittsburgh  fran- 
chise from  Warner-Amex  after  it  hac 
lost  nearly  $30  million.  He  renegoti- 
ated with  the  city  and  ripped  out  a 
moneylosing  interactive  system.  He 
made  a  similar  deal  in  suburban  Kan- 
sas City  when  he  bought  a  stake  in 
Communications  Services  Inc.  Today 
TCI  makes  money  on  both  systems. 

TCI  has  also  been  entering  inta 
joint  ventures  with  cable  operators 
(see  chart,  p.  126).  Says  Malone,  "We 
increasingly  think  of  ourselves  as 
portfolio  managers  investing  in  many 
ventures."  That's  typical  Malone 
pragmatism.  He  gets  a  stake  in  more 
systems  with  fewer  dollars,  and,  fun 
ther  down  the  road,  it  gives  him  flexin 
bility  in  shedding  operations  in  case 
someone  in  Washington  decides  TCI 
has  gotten  too  big  and  powerful. 

The  moviemakers,  represented  by 
the  Motion  Picture  Association  of! 
America,    aren't    without  political 
clout.  They  complain  that  TCI  has  al 
cable  monopoly  which  threatens  theiijl 
business.  Programmers  are  screamingl 
that  TCI  controls  so  much  of  the  mar- 
ket that  it  extorts  absurdly  low  rates 
from  them.  There  is  understandable! 
pressure  to  rescind  cable's  rate  dereg^ 
ulation,  because  it  seems  overly  gen- 
erous to  offer  companies  an  exclusive! 
franchise  but  then  allow  them  to 
charge  whatever  they  choose. 

Having  gotten  as  big  as  it  is,  TCI—  I 
and  the  industry — no  longer  enjoys 
the  anonymity  that  enabled  it  to  oper- 
ate out  of  the  limelight.  The  recenffl 
ESPN  deal  allowed  TCI  and  other  ca- 
ble  companies  to  broadcast  some  Na^ 
tional  Football  League  games,  win- 
ning them  from  the  networks,  which) 
would  have  offered  them  free  to  view- 
ers. Such  deals  could  stir  a  backlash — 
remember  how  quickly  Congress  en- 
acted a  law  in  1973  to  force  NFL  own- 
ers to  televise  games  locally? 

More  important,  TCI's  inexorable 
growth  could  be  blocked  by  regula- 
tions limiting  the  percentage  of  wired 
homes  that  a  single  company  can  con- 
trol. With  TCI  closing  in  on  20%  of 
the  nation's  cabled  homes,  limits 
would  clearly  constrain  it. 

Can  Malone  substitute  subtlety  and 
tact  for  his  hard-nosed  tactics  of  the  I 
past?  Good  question.  But  he's  a  smarll 
man,  and  nothing  if  not  adaptable.il 
Move  over,  NBC,  ABC,  CBS.  ■ 
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Efficient  Effective. 
Every  bit  Swiss. 


Efficient.  Effective.  Expertly  designed  to  do  it  all. 

In  that  same  Swiss  tradition,  our  versatile  insurance 
programs  are  well  organized  and  well  planned. 

Expertly  designed  to  protect  every  facet  of  your 
business. 

We  do  it  with  tough-minded  Swiss  professionalism. 
Open-minded  American  ingenuity. 


And  unrivaled  financial  stability. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you  listen 
closely,  you'll  hear  our  Swiss  accent  on  efficiency. 


Zurich-American 

American  Creativity  Swiss  Dependability. 


1987  Zurich  Insurance  Company 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Now  the  world  knows  why  the  reclusive 
Naify  brothers  took  what  looked  at  the  time 
like  a  low  price  for  their  movie  theater  and 
cable-TV  holdings. 


What  a 
performance 


55%  ownership  of  the  company  with 
a  controversial  corporate  reorganiza- 
tion that,  in  effect,  would  have  made 
them  immune  to  takeovers  with  a 
proposed  issue  of  Class  B  stock.  The 
SEC,  calling  it  an  obvious  power  grab, 
had  decided  that  it  would  challenge 
the  reorganization.  "They  were  left  in 


By  Alex  Ben  Block 


T|he  trade  helps  both  clubs," 
Casey  Stengel  was  wont  to  say 
when  that  canny  old  gent  was 
rearranging  his  major-league  baseball 
talent.  It  sometimes  works  that  way 
in  other  big  leagues.  Case  in  point:  the 
sale,  last  December,  by  Marshall 
and  Robert  Naify  of  their  United 
Artists  Communications,  Inc., 
now  the  nation's  largest  movie 
theater  chain  and  eleventh-larg- 
est cable-TV  system.  The  buyer 
was  Tele-Communications,  Inc. 
of  Denver,  the  cable-TV  giant  (see 
p.  124). 

Were  the  Naifys  had?  At  the 
time,  most  analysts  believed  San 
Francisco-based  United  Artists 
Communications  (unrelated  to 
UA,  the  movie  company)  was 
worth  at  least  $28  a  share,  maybe 
as  much  as  $35  a  share.  The  Naify 
brothers'  deal — cash  and  deben- 
tures convertible  into  restricted 
Tele-Communications  stock — 
seemed  to  be  worth  maybe  $19. 

At  that  price  the  deal  clearly 
made  sense  for  Tele-Communi- 
cations, Inc.  John  C.  Malone, 
TCI's  aggressive  president,  had 
been  after  the  Naify  brothers'  lu- 
crative cable-TV  systems  for 
years.  The  market  for  movie  theaters, 
too,  had  heated  up. 

But  it's  proving  to  be  a  splendid 
deal,  too,  for  the  smart,  secretive 
Naifys — Marshall,  67,  and  Robert, 
65 — who  had  spent  their  lives  sculpt- 
ing UACI,  started  by  their  Lebanese 
immigrant  father,  into  an  asset  trove. 
TCI's  stock  has  jumped  smartly  and, 
probably  just  as  important,  the  deal 
has  gotten  the  Securities  &.  Exchange 
Commission  off  their  backs. 

Before  the  sale,  Marshall  and  Rob- 
ert had  been  trying  to  cement  their 


a  situation  where,  even  though  they 
owned  55%  of  the  [Class  A]  common 
stock,  somebody  could  come  along 
and  make  a  bid  and  they  wouldn't  be 
able  to  say  no  because  of  minority 
stockholders,"  says  Jeffrey  B.  Logs- 
don,  analyst  and  director  of  institu- 
tional research  at  Crowell,  Weedon  in 
Los  Angeles. 

So  the  brothers  cut  their  deal  with 
TCI  last  July.  The  $150  million  in 
cash  they  got  was  the  least  of  it.  The 
$268  million  (face  amount)  in  deben- 
tures is  convertible  into  Tele-Com- 


munications stock  beginning  ne 
January.  Under  the  conversion  term 
the  Naifys  could  get  15  million  shar 
of  TCI  at  the  equivalent  of  $16.66  p 
share.  At  the  time,  TCI  was  trading 
$24  a  share.  Now,  less  than  a 
months  later,  TCI's  price  is  aroui 
$31.  Potential  profit  thus  far:  aba 
$215  million. 

There's  more.  Before  they  sc 
UACI — and  virtually  unnoticed 
Wall  Street — the  Naifys  carved  a  ni 
little  chunk  of  the  company  for  thei 
selves.  They  spun  off  a  subsidia 
called  Todd-AO,  paying  $6  per  sha 
The  stock  has  recently  traded  throu 
brokers  (it's  not  listed  on  any  e 
change)  at  $13  to  $16  a  share.  T 
Naifys,  now  owners  of  just  over 
million  shares  (51.7%),  already  have 
paper  profit  (at  $13)  of  $6.6  million 
Todd-AO  is  old  stuff  to  movie  buf 
named,  as  it  was,  after  showman  IV 
chael  Todd  (who  died  in  1958).  T 
company  was  founded  in  1952 
blend  stereo  sound  with  a  wide-scre> 
projection  system  developed  by  Toi 
and  the  American  Optical  Co.  (hen 
the  letters  AO).  Todd  used  the  syste 
to  wonderful  effect  in  such  mc 
ies  as  Around  the  World  in  HO  Do 
and  Oklahoma'  These  days,  run 
industry  veterans  Robert  Knu 
son  and  Christopher  Jenkir 
Todd-AO  has  become  a  much  a 
mired  independent  facility  f 
post-production  work,  the  step 
moviemaking  when  voices,  m 
sic  and  special  effects  are  put  « 
the  sound  track.  Todd-AO  is  t 
laboratory  of  choice  for  su 
high-profile  perfectionists  as  Si 
ven  Spielberg  and  Barbra  Stn 
sand.  It  won  an  Academy  Awa 
last  year  for  Out  of  Africa  and  trj 
year  it  is  up  for  Star  Trek  IV. 

There's  more.  Five  months  b 
fore  the  Naifys'  spinoff,  Todd- A 
acquired  Glen  Glenn  Sound,  t' 
premier  sound  facility  for  tele^ 
sion  productions.  It  is  the  pi 
ferred  post-production  studio,  f 
example,  of  MTM  Productio 
(Hill  Street  Blues,  St.  Elsewhere),  Lc 
imar  (Da/las),  and  producer  IM 
chael  Mann  (Miami  Vice).  Revenues 
this  first  year,  for  the  high-tech-soui 
miniconglomerate,  should  exceed  $: 
million,  up  from  $13.7  million  f 
Todd-AO  alone  last  year. 

The  Naify  brothers'  next  mov 
Marshall  and  Robert,  as  usual,  wor 
say.  But  don't  be  surprised  if  they  t 
to  parlay  Todd-AO  into  a  full-blov 
movie  production  company.  The 
nesse  with  which  they  got  rid  of  Un 
ed  Artists  Communications  only  co 
firms  that  the  brothers  are  an  act 
watch.  ■ 
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INTRODUCING 
MCI  PRISM  PLUS 


For  simplicity,  service  and 
savings,  if  s  the  greatest 
innovation  in  long  distance 
sinceWATS. 

New  MCI  PRISM  PLUS  combines  the  simplicity 
of  ordinary  long  distance  with  sophisticated  features 
and  savings  superior  to  AT&T  WATS.  Or  anything 
else  AT&T  has  to  offer  your  business. 

If  you  use  more  than  an  hour  and  a  half  of  long 
distance  a  day,  PRISM  PLUS  can  give  you  universal 
interstate  coverage  at  savings  of  10  to  35%  vs. 
AT&T.  And  with  PRISM  PLUS  there's  no  time- 
consuming  installation  or  special  lines  required*  No 
difficult,  costly  analysis.  You  get  complete,  detailed 
billing  for  efficient,  effective  management.  And  you 
can  count  on  PRISM  PLUS  to  grow  with  your 
business  as  fast  and  as  far  as  you  go. 

The  simplicity-and  strength-of  PRISM  PLUS 
is  another  example  of  MCI's  commitment  to  superior 
communications  solutions.  MCI®  has  invested  over 
$5  billion  to  bring  you  the  most  flexible,  sophisti- 
cated service  available.  MCI's  coast-to-coast  fiber 
optic  network  and  other  state-of-the-art  facilities 
can  guarantee  the  clearest,  cleanest  connections 
and  the  most  reliable,  cost-efficient  service. 

Let  PRISM  PLUS  revolutionize  your  business' 
capabilities.  Call  MCI  today. 

For  more  information, 
call  1-800-888-0800. 


COMMUNICATIONS 
FOR  THE  NEXT  100  YEARS!" 

*MCI  and  the  MCI  logo  art'  registered  service  marks  of  MCI  Communications  Corporation  (MCIC). 
MCI  PRISM  PLUS  and  COMMUNICATIONS  FOR  THE  NEXT  10(1  YEARS  arc-  service  marks  of  MCIC 
* 1  MCIC:  February  1987.  'Available  in  all  Equal  Access  areas. 


"Why  should  we  come 


These  key  characteristics  define  Morgan's  IY1& A  approach 

and  distinguish  Morgan  from 
other  firms  for  M&A  advice  and  execution. 


1.  Advice  that  is  totally  objective.  Rather  than 
promote  merger  and  acquisition  transactions 
simply  to  generate  fees,  we  become  a  strategic 
financial  advisor,  bringing  a  relationship  focus 
to  a  transactional  business.  If  a  transaction  is 
not  clearly  in  a  client's  best  interests,  we  will 
recommend  against  it.  Our  clients  expect  and 
get  from  us  objective  advice,  based  on  a  thor- 
ough knowledge  of  their  needs  and  goals. 

2.  Research  free  from  conflict  of  interest.  Good 
financial  advice  requires  fundamental  research 
on  a  global  basis.  Morgan  Guaranty's  financial 
advisory  staff  has  120  analysts  based  in  all  the 
major  financial  markets  worldwide.  These 
analysts  support  Morgans  M&A  and  corporate 
finance  activities.  We  do  not  provide  research 
to  institutional  investors  to  generate  brokerage 
commissions. 

3.  In-depth  international  capabilities.  Research 
and  execution  today  must  reflect  the  growing 
interdependence  of  global  capital  and  indus- 
trial markets.  Morgan  has  always  been  an 
international  firm  with  a  major  presence  in  the 
world's  financial  centers.  This  international 
dimension— and  our  wordwide  client  base- 
further  distinguish  us  from  other  firms  offer- 
ing M&A  services. 


4.  A  broad  range  of  M&A  services.  They  in- 
clude: advising  public  and  private  compani 
on  prospective  acquisitions,  partial  or  total 
divestitures,  restructurings,  and  recapitaliz 
tions;  furnishing  a  variety  of  services  unde 
defensive  retainers;  acting  as  dealer  manap 
for  cash  tender  offers;  providing  fairness 
opinions;  and  acting  as  advisor  and  equity 
investor  in  leveraged  buyouts. 


5.  Compensation  based  on  added  value.  We 

structure  our  fees  to  match  each  client's  sp« 
cine  strategic  objectives.  Our  compensatior 
tied  directly  to  the  value  we  add.  This  mea 
we  compete  for  M&A  business  on  the  basis 
performance  unci  price. 


Morgan  Guaranty 


organ  Guaranty  for  M&A?" 


A  few  examples  of  our  1986  transactions  demonstrate 
Morgan's  M&A  approach  at  work. 


Hiram  Walker  Resources  Ltd. 

has  tierti  unmtreil  by 

GulICanada  Corporation 


The  uwlmiB* il  nrlrd  as  fuumrt.J  .;./.u»r  to 
Hiram  Walker  Hemmrem  Ltd.  in  thin  tnuunrttim 


Morgan  Guaranty 


Bendix  France  S.A. 

Allied-Signal  Inc. 

Air  Fquqiement 
Thomson-Lucas  S.  A. 

The  undersigned  acted  m /in.mrml  ml,; 

Morgan  Guaranty 


SmithKline  Bechman 


hits  fHiti  iiuxiil  'through  a  '"Dutch  tuCiiOt 

*lf  tender  ufie, 

atSSkCO/Krihat 

fin  a  total  rem  of $1,206,  "frf.JW 

Th-  tuutersiffted  adaied  mid 

SmilruVline  Hn  kmim  t  lujumilim 


Morgan  Guaranty 


J  I 


Household  International,  Inc. 

km  mill 

National  Gar  Rental  System.  Inc. 

to 

Griffith  Acquisition  Corporation 

Th,  undenozned  artrd  a,  finaneud  aAwir  t„ 
HoutehoU  InteenulmmL  In.  in  thU  trurunctkm 


Morgan  Guaranty 


- 


The  C.  Reiss  Coal  Company 

baibctnacaaimloy 
Koch  Carbon  Inc. 

n.iilmilnir,  of 

Koch  Industries.  Inc. 

Th-  undemmnl  initiated  thu  transaction 
mid  mleil,,.fiimu,„,l  ,„l,,„„  to 
Tin.  ( '.  Heus  (  ml  (  ..in/nin, 

Morgan  Guaranty 


■ 


FP  Acquisition  Inc. 

&cm  m  ijmr.  ll  through  n  leveraged  buyout 
Pandick.  Inc. 

to  TP  tenumlum  lor  .  served  as 
•lenler  Hummer  fne  the  lender  offer, 

qfS12t>  nullum,  .mil  is  an  equity  investor 
through  Honftm  <  a/nlul  I  orporalion 


Morgan  (Guaranty 
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At  Twentieth  Century  Fox,  youd  think 
Barry  Diller  and  Rupert  Murdoch  were 
inspired  by  a  Mickey  Rooney  movie. 

"Hey,  gang,  let's 
put  on  a  show" 


By  Ales  Ben  Block 


Y'  ou  probably  have  not  yet 
heard  of  Katey  Sagal  and  Ed 
O'Neill,  nor  of  their  network 
television  series,  Married .  .  .  With  Chil- 
dren, a  situation  comedy  centering  on 
an  embattled  married  couple,  remi- 
niscent of  Ralph  and  Alice  Kramden 
in  The  Honeymooners. 
But  by  Apr.  5  you  sure- 
ly will  have. 

Married . .  .  With  Chil- 
dren is  one  of  two  new 
shows  that  will  kick 
off  the  Fox  Broadcast- 
ing Co.,  a  bold,  innova- 
tive venture  that  in- 
tends to  battle  ABC, 
CBS  and  NBC  for  the 
hearts  and  minds  of 
America's  prime-time 
television  audience. 
The  new  network  is 
the  creation  of  Barry 
Diller,  chairman  of 
Twentieth  Century 
Fox,  known  mainly  for 
its  movies,  and  Rupert 
Murdoch,  Diller's  boss 
and  chairman  of  News 
Corp.,  known  mainly 
for  his  newspapers, 
magazines  and  mega- 
buck  deals. 

To  insure  that  some- 
one is  watching  their 
105  affiliated  stations 
between  7  and  10  on 
that  first  Sunday  night 
in  April,  Diller  and 
Murdoch  are  spending 
more  than  $12  million 
to  promote  the  new  Sa- 
gal/O'Neill  series  and 
its  premiering  compan- 
ion, Tfje  Tracey  Uttman 
Show.  The  latter,  a  mini 


Saturday  Night  Live,  stars  a  zany  En- 
glish pop  music/TV  star,  Tracey  Ull- 
man.  Produced  by  James  Brooks 
[Terms  of  Endearment,  the  Oscar- win- 
ning film,  and  Taxi,  the  popular  TV 
series),  each  episode  features  a  one-act 
play,  comedy  sketches  and  music. 

It  will  be  hard  to  miss  the  new  half- 
hour  shows  on  that  landmark  Sunday 


ntieth  Century  Fox  Chairman  Barry  Diller 
He  wants  to  break  historical  viewing  habits. 


night.  In  an  attempt  to  get  the  most 
from  its  promotional  dollar  (which  in- 
cludes one  of  the  biggest  single  ad 
buys  in  TV  Guide  history),  Fox  Broad- 
casting will  show  only  those  two  half- 
hour  shows,  back  to  back,  in  the 
network's  first  three  prime-time 
hours.  So  you  can  catch  each  of  them 
twice,  or  thrice,  if  that's  your  idea  of  a 
good  time. 

The  decision  to  repeat  is  a  measure 
of  Fox'  boldness  as  it  attempts  to 
launch  the  first  successful  new  TV 
network  in  four  decades.  But  it  also 
points  up  a  weakness.  The  FBC  affili- 
ates reach  only  83%  of  all  TV  homes 
(CBS  hits  99%) — a  serious  disadvan- 
tage in  the  fight  for  ratings.  And  many 
are  the  weakest  station  in  their  mar- 
kets. Hence,  Fox'  need  to  innovate. 
"We  know  we've  got  to  break  some 
historical  viewing  habits,"  says 
Diller. 

Murdoch  expects  to  spend  at  least 
$80  million  over  three  to  four  years  to 
see  if  the  experiment  works,  and  his 
goals  don't  seem  hopelessly  high. 
"We  know  we  have  weaker  affiliates 
and  newer  programming  [than  the 
networks],"  says  Murdoch,  "but  if  we 
^ui  Fu-co/Magnum  get  a  reSpectable  rating 
in  major  markets  of  10s 
and  12s  and  a  national 
rating  of  6,  we'd  be  an 
outstanding  success." 

A  rating  point  repre- 
sents about  874,000  TV 
homes.  A  network 
show  getting  less  than 
a  15  is  usually  doomed. 
Cosby  regularly  gets  an 
incredible  36.  But  FBC 
can  be  profitable  with 
fewer  viewers.  "People 
say,  'How  can  you  go 
into  the  network  busi- 
ness? It's  a  disaster. 
Look  at  the  difficulties 
ABC  and  CBS  are  hav- 
ing, the  soft  advertising 
market,'  "  says  Diller. 
"And  I  respond,  'Our 
entire  staff  adds  up  to 
fewer  people  than  the 
networks'  research  de- 
partments. To  succeed, 
we  only  need  one-third 
as  much  audience.'  " 

But  to  grab  even  that 
much,  the  Fox  Net- 
work obviously  needs 
exceptional  program- 
ming. To  try  to  get  it, 
Diller  has  recruited 
some  of  Hollywood's 
brightest  TV  produc- 
ers. Among  those  at 
work:  Gary  David 
Goldberg  (Family  Ties), 
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Entrepreneur: 

•  The  risk  taker.  The  innovator. 
The  person  driven  to  achieve. 


Where  are  the  entrepreneurs  in  business  today? 
One  place  is  Rockwell  International-a  $12  billion 
chnology  leader  driven  by  120,000  employees, 
5,000  of  them  scientists,  engineers  and  technicians. 
Rockwell  managers  have  the  entrepreneurial  indepen- 
ince  to  move  through  the  maze  of  business  challenges  to 
itter  serve  the  needs  of  the  marketplace. 
This  entrepreneurial  spirit  is  clearly  an  attribute  that  sets 
Dckwell  apart.  It  has  helped  achieve  eleven  consecutive  years 
increased  earnings  and  three  consecutive  years  of 
lareholders'  equity  in  excess  of  20  percent. 
To  learn  more  about  how  the  entrepreneurial 
>proach  stimulates  our  future  growth,  write: 
)ckwell  International,  Department  815R-128, 
0.  Box  17510,  Pittsburgh,  PA  15235. 
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Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries  /A-B  Industrial  Automation 


Thebestsdlen 


Macintosh  Plus. 


File  this  under  nonfiction: 

The  Macintosh™  Plus  personal  computer  now 
tops  the  best  seller  list  in  business. 

That  is  to  say  in  retail  business  sales, 
Macintosh  Plus  out-performs  computers  of  every 
name  And  letter. 

Of  course,  none  of  this  should  come  as  too 
big  a  surprise  After  all,  with  Macintosh  technology 
we  created  a  whole  new  set  of  standards  for  what 
a  personal  computer  can  do. 

From  Apple®  Desktop  Publishing  and  Desk- 


top Communications  to  next-generation  software 
like  Microsoft's  best-selling  spreadsheet,  Excel. 

And  as  more  businesses  decide  to  go  withi 
Macintosh,  they're  making  some  rather  spectacu- 
lar gains  in  productivity  According  to  one  recent 
multi-industry  study  an  increase  as  high  as  24%. 

All  this  at  a  substantially  lower  cost  than 
with  conventional  computers. 

The  fact  is,  today  you'd  have  to  go  a  long  waj 
to  find  a  more  powerful  computer  for  business. 

At  least  a  page. 


Macintosh  SE 


Macintosh  SE. 


And  now  the  plot  thickens. 
Enter  the  new  Macintosh  SE: 
The  first  computer  to  combine  the  business 
3wer  of  the  best  seller  to  your  left  with  the  added 
ower  of  expandability 

Inside  the  SE,  there's  a  slot  where  you  can  plug 
I  some  potent  options. 

Like  a  card  that  connects  you  to  an  Ethernet 
etwork,  or  a  mainframe.  A  card  that  lets  you  add 
disk  drive  for  using  documents  created  on  IBM  or 
>mpatible  PCs.  An  accelerator  card  that  can  take 
)u  through  the  most  complex  spreadsheets  post- 
aste.  Or  other  cards  yet  to  be  invented. 

And,  we're  pleased  to  report,  we've  also  done 
bit  of  expanding  elsewhere. 

Along  with  its  built-in  800K  floppy  disk 


drive,  the  SE  comes  with  an  internal  20-megabyte 
hard  disk  that  can  store  10,000  pages  of  informa- 
tion. Or,  if  you  prefer;  a  second  built-in  floppy  drive. 

In  addition,  you  can  use  the  SE  with  either 
of  two  new  keyboards.  One  of  which  has  15  func- 
tion keys  for  special  applications. 

We  must  stress,  however,  that  for  many  busi- 
nesses, the  Macintosh  Plus  continues  to  offer  more 
than  enough  power. 

It's  for  those  who  need  more  than  more- 
than-enough,  that  we  suggest  the  Macintosh  SE. 
Which  can  easily  meet  far  greater  business  demands, 
and  still  give  you  all  the  benefits  of  the  best  seller. 

Including  the  happy  ending. 
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Fox  TV's  President  Derk  Zimmerman 


The  network  means  higher  prices. 

whose  mandate  was  to  create  the  next 
Cheers;  and  Gene  Reynolds  (M*A*S*H) 
and  Ed  Weinberger  (Mary  Tyler  Moore 
Show),  who  are  producing  a  comedy- 
drama  about  the  First  Family,  starring 
George  C.  Scott  as  Mr.  President. 

A  total  of  five  hours  of  new  pro- 
gramming will  premiere  this  spring. 
The  Saturday/Sunday  lineup  will  be 
complete  at  the  end  of  June.  There's 
method  in  that  timing,  FBC's  young 
vice  president  of  programming,  Garth 
Ancier,  29,  points  out.  That's  when 
the  Big  Three  are  showing  reruns. 
That  leaves  five  nights  in  the  week  to 
go.  "Our  goal,"  adds  Fox  Broadcasting 
President  Jamie  Kellner,  "is  to  add 
one  additional  night  each  year  until 
we're  on  seven  nights." 

Advance  word  on  Fox'  inaugural 
shows  is  good.  "I  remember  being 
surprised  by  the  quality  of  their  pro- 
grams," says  Fred  Wray,  senior  vice 
president/media  director  at  Foote 
Cone  &  Belding  in  Chicago.  Among 
advertisers  already  signed  on  Fox 
prime  time:  Bristol  Myers,  Kraft, 
General  Foods,  Toyota  and  Johnson 
&  Johnson.  Many  of  these  are  al- 
ready sponsoring  The  Late  Show  Star- 
ring Joan  Rivers,  which  Fox  launched 
on  the  network  last  October  on 
weeknights  at  11  p.m.  Rivers  was 
sold  against  Johnny  Carson,  the  pe- 
rennial ratings  leader  in  the  time 
slot,  with  the  promise  that  Rivers 
would  deliver  more  young,  urban 
adult  viewers — better  demographics, 
as  they  say — than  Carson. 

Ad  time  is  sold  out,  but  there  have 
been  embarrassing  rough  spots  in  the 
Rivers  debut.  In  February  Fox  had  to 
pay  some  advertisers  back  with  free 
spots  because  of  failure  to  deliver 
enough  of  the  promised  audience. 
That  also  led  Fox  to  clamp  down  on 


Rivers'  freewheeling  ways.  Rivers  had 
toned  down  her  sharp  wit  to  avoid 
alienating  top  guests — already  scarce 
because  of  fear  that  Carson  would 
shun  them.  To  compensate,  she 
turned  to  expensive  gimmicks  like 
Africa  night,  where  the  set  was 
dressed  to  look  like  a  jungle,  and  a 
Joan  Rivers  look-alike  contest. 
Kellner  laid  down  the  law:  no  gim- 
micks. Now  Joan  does  a  monologue, 
then  chats  with  guests. 

Diller  insists  the  crisis  is  past,  but 
he  also  talks  in  pointed  terms  of  es- 
tablishing "the  late  night  franchise." 
Translation:  He  intends  to  have  a  late 
night  show  with  or  without  Joan  Riv- 
ers. One  possible  replacement, 
though  FBC  denies  it:  Howard  Stern, 
the  controversial  (he  talks  dirty  a  lot) 
New  York  City  radio  personality  who 
has  signed  a  development  deal  with 
Fox.  "Those  shows  have  a  long  gesta- 
tion period,"  says  Diller. 

Diller's  discipline  also  extends  to 
the  star  producers  he  enlisted,  as  vet- 
eran hit  creator  Steven  J.  Cannell  (A- 
Team,  Baretta)  has  lately  discovered.  A 
week  into  production  of  Cannell's  21 
Jump  Street,  a  series  about  baby-faced 
undercover  cops  in  high  schools, 
Diller  got  his  first  glimpse  of  the  lead 
and  balked.  He  insisted  Cannell  re- 
cast. "They  went  crazy,"  says  Diller. 
"They  had  this  big  investment.  We 
finally  convinced  them  and  split  the 
[$700,000]  cost."  Says  Cannell  game- 
ly: "The  creative  community  wants 
to  see  Fox  succeed.  It's  another  place 
to  go  after  years  of  only  three  buyers." 

Even  if  the  new  network  doesn't 
meet  Murdoch's  targets  fully,  for 
Murdoch's  News  Corp.  (1986  reve- 
nues $2.7  billion)  it  is  almost  certain- 
ly a  smart,  well-hedged  gamble.  The 
experiment's  first  three  years,  for  ex- 
ample, will  cost  less  than  the  $145 
million  Murdoch  got  when  he  sold 
the  Chicago  Sun-Times  last  June.  At  the 
very  least  it  positions  FBC  to  provide 
programs  to  feed  Murdoch's  global  TV 
ambitions.  "That's  the  idea,"  agrees 
Murdoch.  "We  want  to  plant  our  flag 
in  as  many  countries  as  possible." 

For  all  that,  programming  for  a 
fourth  network  remains  a  gamble.  In 
May  1985  Murdoch  paid  Metromedia 
$1.85  billion  for  six  big-city  TV  sta- 
tions, and  the  industry  laughed  at  the 
lofty  price.  He  recently  added  a  Bos- 
ton station  for  $28  million.  "It  was  on 
behalf  of  the  stations  that  the  net- 
work was  begun,"  says  David  John- 
son, 47,  Fox'  senior  vice  president- 
marketing.  "It's  the  only  way  to  real- 
ize their  full  economic  value." 

Derk  Zimmerman,  who  runs  the 
Fox  station  group,  explains:  In  New 
York  City,  Fox'  Channel  5  sells  a  30- 
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FBC  President  Jamie  Kellner 


Launching  against  returns. 

second  commercial  in  its  prim 
time — a  refuge  for  old  movies,  "P 
syndications  and  reruns — for  $1,50C 
In  expectation  that  the  network' 
prime-time  programming  and  promc 
tion  will  pay  off  in  higher  ratings 
Channel  5  is  selling  time  in  the  Fo: 
programs  for  $10,000  to  $12,00C 
"The  marketplace  pays  a  premium  fo 
new  shows  aired  the  same  day  an 
date  nationwide,"  says  Alec  Gerstei 
executive  vice  president/media  direc 
tor  for  Grey  Advertising.  "Syndicate' 
shows,  typically  reruns,  are  perceive 
to  be  worth  less.  And  even  with  it 
increased  prices,  FBC  is  getting  20^ 
less  for  each  commercial  than  the  bi 
three  [based  on  the  cost  per  1,00) 
viewers).  If  Fox'  shows  hit,  of  course 
rates  can  only  go  up." 

Since  the  value  of  a  station  is,  es 
sentially,  a  multiple  of  cash  flow, 
successful  FBC  will  push  values  uj 
And  even  if  Murdoch  doesn't  sell,  sue 
cess  will  boost  his  ability  to  borrov* 
Any  network  losses,  says  Murdoch 
"will  be  more  than  compensated  fo 
by  increased  cash  flow  in  our  ownei 
and  operated  stations." 

Diller  gets  a  different  payoff.  He  ha 
one  of  the  most  lucrative  contracts  ii 
American  industry.  Besides  a  base  sal 
ary  of  $3  million  a  year,  he  gets  5%  a 
all  profits  from  the  studio,  the  sta 
tiohs  and  the  network  (plus  a  signin 
bonus  last  year  of  2  million  shares  a 
News  Corp.,  now  worth  $66  million 
His  income  will  mushroom  if,  as  hj 
and  Murdoch  predict,  FBC  moves  inti 
profit  in  a  few  years. 

"I  recognize  we  will  be  harshl- 
judged  during  April  and  May  on  ou 
initial  programming,"  says  Dillei 
"That's  fair.  But  I  believe  in  time  w> 
will  prove  the  theory.  We're  on  a  lonj 
march  here."  ■ 
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Rock  Solid 


here's  a  new  call  to  action  at  Prudential-Bache  Securities.  A  clear  and  precise 
efinition  of  what  we  are. 

E  ARE  ROCK  SOLID.  One  of  the  strongest  capitalized  investment  firms  in  the 
usiness.  A  company  thatVpart  of  the  $120  billion  Prudential,  the  largest,  private, 
on-bank,  financial  institution  in  the  world.  These  unequalled  resources  help  us 
o  serve  investors  in  ways  that  no  one  else  can. 

o,  in  an  investment  climate  where  timeliness  of  information  is  crucial,  we  have 
e  capital  to  lead,  to  innovate.  To  provide  each  broker  with  advanced  information 
chnology  through  a  microcomputer  at  every  desk.  To  instantaneously  and 
xpertly  develop  and  deliver  individualized  investment  ideas. 

E  ARE  MARKET  WISE.  We  are  not  content  to  simply  be  observers  or 
Jommentators.  We  are  implementors.  Innovators.  Action  takers.  In  good 
conomic  times  and  bad,  no  one  slQuld  be  in  a  better  position  to  develop  sound 
trategies  and  products  for  astute  investors. 

bday,  in  an  era  where  the  best  investment  advice  must  have  no  boundaries  or 
orders,  ours  is  a  world-class  worldwide  research  group,  global  in  its  perspective, 
ith  80  analysts  in  countries  around  the  world,  as  well  as  the  United  States. 

he  rock-solid  backing  of  The  Prudential.  Market- wise  thinking  consistently 
onveyed  to  our  clients.  Together  they'become  more  than  a  call  to  action;  they  are 
ur  commitment  to  excellence. 

Prudential-Bache 
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Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


The  Grand  Old  Party  has  a  tough  new 
marketing  problem:  raising  money. 


The  gold  mine 
is  playing  out 


By  Janet  Novack 


F|or  nearly  a  decade,  the  Re- 
publicans have  been  the  undis- 
puted masters  of  political  fund- 
raising.  In  1985-86  the  three  main  Re- 
publican organizations  (the  National 
Committee  and  the  House  and  Senate 
committees)  pulled  in  $201  million, 
nearly  five  times  as  much  as  the  Dem- 
ocrats got. 

The  problem?  Those 
GOP  numbers  were  ac- 
tually down  18%  com- 
pared with  the  previous 
fundraising  cycle,  and 
this  year  the  predictions 
are  for  a  further  decline. 
Is  the  Iran/Contra  affair 
to  blame?  No,  say  GOP 
fundraisers.  The  trouble 
goes  deeper.  For  years, 
direct-mail  fundraising 
gushed  money  for  Re- 
publicans. The  popular 
image  may  have  been 
that  a  lot  of  rich  folks 
and  business  groups 
funded  the  GOP.  In  real- 
ity, more  than  75%  of  GOP  money 
was  being  mined  from  direct-mail 
contributors,  often  of  modest  means. 
At  the  National  Republican  Congres- 
sional Committee,  the  House  group, 
the  average  gift,  for  example,  is  $26. 
Those  contributors  have  now  turned 
irritable  and  tight-fisted. 

The  Republicans'  secret  has  been 
an  uncanny  knack  for  designing  direct 
mail  with  the  proper  political  appeal. 
The  Democrats  have  never  gotten  the 
hang  of  it.  GOP  fundraisers,  like  all 


successful  direct  mailers,  began  with 
strategically  targeted  mailing  lists. 
No  surprise  that  subscription  rosters 
from  Forbes  and  the  other  business 
magazines  drew  well.  But  would  you 
think  that  folks  who  buy  grapefruit  by 
mail  would  be  prime  givers?  They  are. 

The  Republicans  obviously  under- 
stood, too,  what  their  market  would 
accept.  They  left  fiery  rhetoric  to  the 


right-wing  fundraisers.  GOP  appeals 
instead  were  lengthy,  comparatively 
bland  letters  from  Ronald  Reagan  and 
other  top  party  officials,  long  on  mac- 
roeconomics, appeals  to  patriotism 
and  the  need  for  a  strong  defense,  but 
short  on  issue  specifics.  Many  mail- 
ings did,  however,  offer  snappy,  em- 
bossed plastic  membership  cards,  la- 
pel pins  and  even,  for  those  ready  to 
give  $10  each  month  to  the  Senate 
committee,  a  full-size  American  flag 
"dedicated  in  the  Rotunda  of  the 


United  States  Capitol." 

Republican  fund  appeals  even  at 
times  pretend  to  let  donors  in  on  se- 
cret, inside  political  dope.  One  mail- 
ing describing  the  House  committee 
budget  begged  recipients  to  destroy 
the  letter  after  reading,  lest  it  fall  into 
the  wrong  hands. 

A  bit  silly  perhaps,  but  nevertheless 
effective.  So  what  went  wrong?  For 
one  thing,  the  2  million  or  so  faithful 
contributors  have  grown  tired,  from 
the  dozens  of  "urgent"  appeals  sent 
out  by  competing  Republican  com- 
mittees. Indeed,  the  GOP  is  now  min- 
ing a  mature  market — in  more  ways 
than  one.  A  1984  Senate  committee 
donor  survey  found  54%  of  givers  65 
or  over;  78%  male;  and  50%  already 
fed  up  with  too  many  gimme  letters. 
"If  you  say  no  to  the  President  once,  it 
gets  easier  the  next  time,"  observes 
Timothy  Roper,  whose  Odell,  Roper 
&  Associates  is  handling  direct  mail 
for  Vice  President  George  Bush's  pres- 
idential bid. 

Another  sign  of  overexploitation: 
The  GOP  already  has  tapped  probably 
two-thirds  of  its  potential  contribu- 
tors, so  finding  new  ones  is  more  diffi- 
cult and  increasingly  expensive.  Add 
escalating  mailing  costs  and  it's  not 
surprising  that  the  House  committee, 
for  instance,  has  seen  its  direct-mail 
fundraising  costs  increase  from  about 
21%  of  revenues  in  1979-80  to  almost 
35%  last  year.  Republicans  now  make 
money  from  mail  ap- 
peals only  when  new 
givers  fork  over  a  second 
time. 

What  to  do?  Certainly 
the  party  is  far  from 
broke.  So  one  option  is 
to  spend  less  on  fund- 
raising  and  get  by  with 
less.  Another  is  to  be 
more  imaginative.  "I 
don't  think  there's  a 
scarcity  of  dollars.  There 
is  only  a  scarcity  of  ideas 
for  getting  those  dol- 
lars," says  Rodney 
Smith,  formerly  the  Sen- 
ate committee's  finance 
chief  and  now  national 
finance  director  of  the  Jack  Kemp  for 
President  Exploratory  Committee.  He 
raps  cohorts  for  being  too  timid  to  try 
approaches  he  thinks  might  lure  the 
female  and  young  givers  the  GOP 
hasn't  yet  won:  television  and  tele- 
phone marketing  and  more  emotional 
one-issue  appeals. 

But  some  of  these  approaches  have 
been  tried  and  found  wanting.  Party 
fundraisers  have  already  discovered 
that  single-issue  mailings — contrib- 
ute now  and  save  the  B-l  bomber — do 
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It's  what  every  business  needs  to  make  important  documents  stand  out. 
And  only  Canon  offers  a  full  line  of  Dual  Color  Copiers  that  let  you  copy  in  black 
with  red,  blue,  brown  or  green.  At  a  touch.  Now  all  your  copies  can  have  a  colorf  ul  impact. 
Because  jn  business,  nothing  important  is  ever  just  black  and  white. 
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we're  afraid  to  tackle. 

We've  taken  on  college 
sports  scandals  and  studer 
protests  over  South  Africa 

We're  helping  to  raise  s 
dents'  crime-consciousne^ 
by  alerting  them  to  the  dar 
gers  on  campus.  And  off. 

We  supplied  an  exclusi 


in  awareness  and  understand- 
ing among  all  college  publica- 
tions. The  only  national 
college  magazine  to  win  all 
three  major  awards  for  educa- 


tional writing. 

After  living  on  campus 
for  four  years,  Newsweek  On 
Campus  is  practically  a  part 
of  the  curriculum. 


Newsweek 

Why  it  happened.  What  it  means. 


not  bring  out  the  loyal,  repeat  contrib- 
utors they  need  so  badly  now. 

How  about  television,  then?  Leah 
Gcraghty,  finance  chairman  of  the  Re- 
publican National  Committee,  is 
most  skeptical  of  that.  She  says  the 
committee  tested  a  half-hour  appeal 
on  local  stations  back  in  1980,  and  "it 
wasn't  for  us."  Smith  urges  more  tele- 
vision experiments,  but  admits  pull- 
ing it  off  tastefully  isn't  easy.  Says  he: 
"We  have  to  make  sure  that  people 
don't  view  the  President  as  selling 


Veg-o-matics." 

How  about  telephone  canvasing?  A 
chancy  and  costly  bet,  say  the  fund- 
raisers. When  an  expensive  phone  call 
brings  in  the  first  gift,  a  mail  appeal 
doesn't  often  produce  a  second.  And, 
of  course,  frequent  phoning  can  annoy 
already  testy  contributors.  Still,  the 
Republican  National  Committee  is 
planning  a  large-scale  phone  drive  for 
the  first  time  this  summer.  Gcraghty 
says  she  is  giving  it  a  try  mainly  to 
attract  new  donors.  This  year  the  Na- 


tional Committee  plans  its  large 
nonelection-year  budget  ever  and  ne' 
ertheless  expects  that  15%  of  1 
700,000  1986  donors  (down  froi 
900,000  in  1984)  won't  reenlist. 

Which  is  also  why  the  GOP  is  tr^ 
ing  to  get  more  bang  from  an  idea 
admits  is  running  out  of  steam;  whi 
the  direct-mail  mavens  call  "upgrai 
ing."  That  is,  you  ask  the  current  d< 
nors  to  give  more.  Inspiring.  May! 
giving  away  Veg-o-matics  isn't  such 
bad  idea.  ■ 


In  Japan,  as  in  the  U .S.,  professional  baseball  teams  are 
hard  to  buy.  But  for  different  reasons. 


Hamming 
it  up 


By  Hiroko  Katayama 


TALK  ABOUT  LONG-SUFFERING  base- 
ball fans.  In  their  14-year  history, 
the  Nippon  Ham  Fighters  of  Tokyo 
have  never  had  a  winning  season.  Last 
year  the  club  finished  fifth  in  Japan's 
Pacific  League.  (There  are  two  six- 
team  professional  leagues — the  Cen- 
tral and  the  Pacific — with  the  league 
winners  meeting  to  play  in  Ja- 
pan's World  Series.)  Worse,  the 
club  drew  only  1.2  million 
fans  (18,700  per  home  game) 
and  ended  the  year  an  estimat- 
ed $2  million  in  the  red. 

Bad  business?  Not  for  Nip- 
pon Ham,  the  Osaka-based 
meat  processor  that  bought 
the  team  in  1973  to  promote 
its  name  and  products  nation- 
wide. Despite  the  sad  perfor- 
mance of  its  baseball  team, 
Nippon  Ham's  sales  have 
since  more  than  quintupled,  to 
$3  billion,  and  the  company 
now  ranks  as  Japan's  top  meat 
processor.  "Owning  a  baseball 
team  has  greatly  helped  my 
main  business,"  says  Yoshin- 
ori  Okoso,  president  of  Nippon  Ham. 
The  Japanese  don't  love  losers,  but 
they,  and  big  business,  do  love  base- 
ball. Warner  Communications  did  not 
name  its  soccer  team  the  Warner  Cos- 
mos a  few  years  back;  nor  did  CBS  put 
its  name  on  the  New  York  Yankees 
when  it  owned  the  team  in  the  early 
1970s.  But  in  Japan  corporations  ex- 
pect and  receive  greater  loyalty  from 
employees  and  customers  and  noth- 
ing is  seen  as  amiss  in  blatant  spon- 


sorship ties. 

Of  Japan's  12  professional  ball 
teams,  5  are  owned  by  private  railway 
or  department  store  companies — the 
Hanshin  Tigers,  the  Hankyu  Braves, 
the  Seibu  Lions,  the  Nankai  Hawks 
and  the  Kintetsu  Buffalo;  4  by  food  or 
beverage  firms — the  Nippon  Ham 
Fighters,  Lotte  (chewing  gum)  Orions, 
the  Taiyo  (fish  company)  Whales  and 


The  Seibu  Lions  celebrating  their  championship 
Later,  fans  spent  $12  million  in  Seibu  stores 


the  Yakult  (a  yogurt  health  food 
drink)  Swallows;  and  2  by  newspa- 
pers— the  Chunichi  Dragons  and  the 
Yomiuri  Giants.  One,  the  Hiroshima 
Carp,  is  co-owned  by  automaker  Maz- 
da and  other  Hiroshima  businesses. 

Five  of  the  six  teams  in  the  Pacific 
League  are  moneylosers,  which 
means  corporate  sponsors  are  needed. 
Says  Yasuyuki  Sakai,  president  of  the 
reportedly  profitable  Seibu  Lions: 
"Japanese  baseball  is  not  a  profit-ori- 


ented business.  A  ball  team  plays 
role  that  the  main  company  or  grou 
requires."  For  the  $18  billion  (sale 
Seibu  Group,  known  mainly  for  i 
railroad  and  department  stores,  th; 
role,  says  Sakai,  is  to  "create  a  health 
and  clean  image  of  the  company." 

But  in  this  case,  in  addition  to  th; 
image  of  clean  living,  Seibu  picks  up 
lot  of  foot  traffic.  The  Lions'  stadiui 
in  Tokorozawa,  an  hour  from  Toky< 
has  virtually  no  parking.  To  reach  i 
fans  have  to  take  the  Seibu  railwa' 
Before  the  game  they  can  shop  th 
nearby  Seibu  department  store  an 
supermarket,  the  Seibu  sports  con 
plex  and  the  Seibu-built  amusemer 
park.  Last  fall,  when  the  Lions  be; 
out  the  Hiroshima  Carp  in  the  Japa 
Series,  Seibu  and  its  sister  compam 
Seiyu,  threw  a  giant  sale  at  their  30 
department  stores  and  supermarket 
around  the  country.  On  th 
first  day  350,000  people  visi 
ed  Seibu's  flagship  store  in  Tc 
kyo's  Ikebukuro  neighborhoo 
to  snap  up  cut-price  sweater: 
jackets  and  beef.  They  left  be 
hind  more  than  $12  million. 

Other  owners  have  foun 
other  benefits.  Okoso  at  Nip. 
pon  Ham  says  that  severs 
years  ago  the  company  used 
popular  pitcher  to  promote  it 
hams  during  summer  gift  ses 
son.  Yakult  also  uses  a  to 
pitcher,  Daisuke  Araki,  fc 
television  commercials  to  pre 
mote  its  yogurt  drink.  And  a. 
five  railway-owned  teams  i. 
Osaka  have  their  own  stadi 

  urns  serviced  by — you  guesse 

it— the  owner's  railway  line. 

No  wonder  it  is  so  difficult  to  buy 
team.  Only  two  have  changed  ownei 
ship  in  the  past  14  years:  the  Nippo 
Ham  Fighters  in  1973  and  the  Seibi 
Lions  in  1979.  And  selling  a  team  i 
considered  a  loss  of  face.  The  forme 
owners  of  the  Fighters  and  the  Lions 
two  real  estate  companies  called  Nit 
taku  Homes  and  Taiheiyo  Club,  soli 
out  because  their  main  businesse 
were  declining.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


New  Issues 

$250,000,000 

The  Bear  Stearns  Companies  Inc. 

3,000,000  Shares 

Adjustable  Rate  Cumulative 
Preferred  Stock,  Series  A 

(Liquidation  Preference  $50  Per  Share) 

Price  $50  Per  Share 

Plus  accumulated  dividends,  if  any,  from  the  date  of  original  issue 

Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned 
in  any  State  in  which  this  announcement  is  circulated,  and 
where  such  securities  may  lawfully  be  offered. 

Bear,  Stearns  &  Co.  Inc. 

The  First  Boston  Corporation 
Goldman,  Sachs  &  Co. 

Merrill  Lynch  Capital  Markets 
Morgan  Stanley  &  Co. 

Incorporated 

Salomon  Brothers  Inc 

Shearson  Lehman  Brothers  Inc. 


$100,000,000 

81/8%  Senior  Notes  Due  1997 

Interest  payable  February  15  and  August  15 


Price  99.825% 

Plus  accrued  interest  from  February  15.  1987 


February  1987 


Science  &  Technology 


Edited  by  Gail  Bronson 

While  some  scientists  seem  to  think  that 
bigger  is  always  better,  others  are  pursuing 
atom-size  breakthroughs  in  designs  for 
technology  of  the  future. 

Dancing  on 
the  head  of  a  pin 


R&D 


At  the  National 
Nanofabrication 
Facility  in  Itha- 
ca, N.Y.,  industrial  and  academic  re- 
searchers are  patiently  pursuing  ways 
to  design  communications  and  data 
processing  components  down  to  the 
size  of  ten  atoms — a  nanometer,  to  be 
precise. 

Using  silicon  and  gallium  arsenide 
wafers,  scientists  are  styling  transis- 
tors so  tiny  they  today  exist  only  in 
the  imagination  of  manufacturers. 
However,  once  these  devices  move 
from  the  laboratory  into  production, 
the  limits  of  technological  innovation 
will  become  virtually  boundless. 

Faster  processing  of  greater  quanti- 


ties of  information  and  crystal-clear 
satellite  transmissions  will  be  only 
the  initial  result.  Further  out,  scien- 
tists foresee  the  ability  to  communi- 
cate more  easily  with  interplanetary 
space  probes  as  well  as  to  record  and 
interpret  what  for  now  remain  unin- 
telligible signals  from  distant  stars. 
And,  astounding  though  it  sounds, 
somewhere  down  the  road  engineers 
may  well  be  building  computers  com- 
posed of  living,  biological  organisms 
rather  than  electronic  components. 

All  of  this  will  be  made  possible  by 
the  microelectronics  industry's  prog- 
ress toward  not  just  smaller  and 
smaller  components  but  also  those  of 
radically  different  design  and  concep- 


Bean  rust  fungus 

Understanding  crop  diseases  could  save  millions. 


tion.  "Right  now  people  are  makin 
the  same  sorts  of  transistors  tha 
they've  made  from  the  very  begir 
ning,  just  smaller,"  says  Gregory 
Galvin,  Nanofabrication  lab's  deput 
director.  "Somewhere  that  has 
change  to  something  fundamental 
different  from  transistors  and  yfl 
somehow  analogous." 

That  shift  may  well  ensue  from  r« 
search  using  the  Nanolab's  prize 
electron  beam  lithography  machin< 
This  highly  sophisticated  system  a 
lows  scientists  to  construct  transi! 
tors  containing  electron  pathways  a 
narrow  as  0.02  microns — roughly  on 
ten-thousandth  the  diameter  of  a  hn 
man  hair — an  infinitesimal  size  core 
pared  with  current  electronic  compc 
nent  dimensions.  Transistors  are  th 
tiny  structures  built  on  a  thin  silico 
or  gallium  arsenide  "semiconductor 
base;  the  devices  collectively  chann 
electrons  that  power  electronic  proo 
ucts.  As  scientists  are  able  to  pac 
more  transistors  into  each  square  mil 
limeter  of  a  semiconductor  chip,  th 
smarter,  faster  and  more  powerful  tb 
chip  becomes. 

The  ability  to  fabricate  electronic 
in  such  extreme  microscopic  size 
makes  the  lab  invaluable  to  visitin 
scientists.  A  handful  of  companie: 
such  as  AT&T's  Bell  Laboratories  an 
Raytheon  Inc.,  have  bought  or  bui 
similar  machines.  But  only  at  th| 
Nanolab,  funded  by  the  National  Sc 
ence  Foundation,  Cornell  Universit 
and  corporations,  can  outsiders  uS 
equipment  that  costs  $2  million  to  $1 
million  to  acquire. 

The  standard  industry  process  fo 
making  silicon  wafers,  optical  lithoj 
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raphy,  uses  a  mask  or  stencil  as  a 
template  through  which  patterns  may 
be  etched  on  semiconductor  wafers 
photographically.  The  process  is  fast 
but  not  terribly  precise  when  com- 
pared with  the  tedious  but  elegant 
inscriptions  made  possible  by  the 
Nanolab's  lithographic  machine.  The 
latter  procedure  is  slow  going  because 
the  entire  surface  of  the  chip  cannot 
be  exposed  to  the  narrow  electron 
beam  at  once.  Instead,  the  beam 
writes  the  pattern  line  by  line,  guided 
by  a  computer.  One  wafer  may  take 
an  hour  to  etch. 

Although  the  Nanolab  research  is 
time-consuming,  results  are  starting 
to  trickle  out.  McDonnell  Douglas  re- 
searchers soon  will  announce  a  new 
sculpting  technique  to  etch  patterns 
on  the  faces  of  laser  crystals  no  bigger 
than  grains  of  sand;  the  resulting  de- 
vices will  improve  laser-based  com- 
munications systems. 

"Such  systems  will  eventually  re- 
place microwaves,"  predicts  McDon- 
nell Douglas  senior  scientist  Peter  Ti- 
hanyi,  who  foresees  much  demand  for 
these  devices  by  the  military.  "The 
transmissions  from  them  cannot  be 
decoded  and  diverted  in  the  way  that 
other  forms  of  communications  cur- 
rently can  be." 

General  Electric,  too,  has  used  the 
Nanolab.  GE  used  the  Ithaca  facilities 
to  design  a  0.25-micron  transistor  for 
the  Defense  Department.  Now  the 
contractor  is  working  at  the  lab  to 
fabricate  even  faster  0.1 -micron  galli- 
um arsenide  transistors.  "This  lab  is 
an  important  strategic  planning  tool 
for  us  to  determine  our  future  direc- 
tion," says  Alan  Swanson,  manager  of 


Nanofabrication  lab  engineer  Richard  Tiberio 
and  ( left )  magnification  of  chip  he  is  holding 
The  smaller,  the  smarter. 


General  Electric's  materials  and  de- 
vices laboratory. 

Although  AT&T  Bell  Labs  has  its 
own  electron  beam  lithographer,  it 
has  used  the  Ithaca  facility's  as  well. 
At  the  Nanolab,  in  October  1985, 
AT&T  researchers  created  what  at 
the  time  was  the  world's  fastest  semi- 
conductor device.  It  was  capable  of 
switching  an  electronic  signal  on  and 
off  in  5.8  trillionths  of  a  second — 
important  in  the  designing  of  ever- 
faster  computers. 

Additional  Nanolab  research  runs 
the  gamut  from  biology  to  condensed 
particle  physics.  University  of  Roch- 
ester researchers  are  exploring  how 
blood  cells  grow  and  mature  in  the 


Microscopic 
structures 


The  diagram  of  a  transistor  shows 
where  an  electron  beam  cuts 
through  a  plastic  layer,  called  re- 
sist, to  groove  a  channel  through 
which  electrons  flow  from  the 
source  to  the  drain.  The  gate  con- 
trols the  flow  by  opening  and 
closing  the  channel. 
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GaAs  wafer 


body's  bone  marrow  and  then  move 
into  general  circulation.  The  aper- 
tures from  the  marrow  into  the  blood 
stream  are  of  micron  size.  Without 
tiny  lab-built  models  from  the  Nano- 
lab, it  would  be  impossible  to  conduct 
various  studies  that  may  provide 
clues  to  how  cancer  and  other  dis- 
eases affect  blood  cells. 

Plant  research  by  Cornell  Universi- 
ty biologists  could  lead  to  savings  of 
anywhere  from  $20  million  to  $250 
million  in  bean  crop  damage  annual- 
ly. By  exposing  bean  rust  fungus  to  a 
microscopic  wafer  that  mimics  a 
leaf's  surface,  the  scientists  have  been 
able  to  determine  that  the  fungus 
navigates,  using  a  sophisticated  sense 
of  touch.  From  that  insight  the  biolo- 
gists hope  to  develop  ways  of  halting 
the  blight's  spread  (see picture  on  oppo- 
site page). 

Physicists  at  the  University  of 
Pennsylvania  are  using  the  lab  to 
study  the  basic  properties  of  exotic 
materials  that  are  not  found  in  nature. 
Electron-beam-designed  models  al- 
low scientists  to  "trick"  electrons 
into  performing  on  a  submicron  scale 
in  ways  impossible  to  engineer  at  an 
atomic  level. 

Companies  in  Japan,  the  U.K.  and 
the  Netherlands  produce  electron 
beam  lithography  machines,  as  does 
Perkin-Elmer  in  the  U.S.  But  the  de- 
vices carry  seven-digit  price  tags,  and 
when  the  use  of  the  same  equipment 
at  a  nominal  cost  is  readily  available 
at  the  Nanolab,  why  buy  one?  For 
now,  at  least,  it  looks  as  if  the  Nano- 
lab will  continue  to  have  all  the  work 
it  can  handle. — G.B. 
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The  improvement 


The  original  8-MHz 
COMPAQ  DESKPRO  2861 
Best  in  its  class. 


Introducing  the  new  12-MHz 
COMPAQ  DESKPRO  286! 
50%  faster,  100%  Compaq. 

You've  never  seen  this  much  performance  in  an 
80286-based  desktop.  Numerous  enhancements  to 
its  proven  technology  are  one  more  example  of 
how  Compaq  maintains  its  industry  leadership  by 
improving  and  innovating. 

Compaq  raised  the  standard  from  6-  to  8-MHz 
processing  speeds.  Now  we're  setting  the  pace  again 
with  12  MHz,  so  you  can  run  industry-standard 
software  up  to  50%  faster. 


And  so  you  won't  lose  compatibility,  we  pia 
neered  dual-speed  processing,  which  reduces  sp< 
from  12  to  8  MHz  in  the  few  cases  it's  needed. 

Compaq  also  maintains  hardware  compatibil 
with  8-MHz  expansion  slots  that  let  you  use 
industry-standard  expansion  boards,  modems  a 
add-ons  without  sacrificing  your  12-MHz  speedi 

Hidden  assets 

While  many  manufacturers  cripple  high-speed 
processors  with  low-speed  RAM,  Compaq  give 
you  up  to  2.1  Megabytes  of  12-MHz  RAM  on  th 
system  board  without  using  an  expansion  slot, 
8.1  Megabytes  using  only  three. 

Speed  is  also  boosted  by  high-performance  2( 
40-  or  70-Megabyte  fixed  disk  drives  with  some 


are  out  of  sight 


The  new  12-MHz 
COMPAQ  DESKPRO  286. 
Now  the  best  is  better. 
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I  industry's  fastest  access  times.  And  to  protect 
\\a,  we  offer  an  internal  40-Megabyte  fixed  disk 
I  ve  backup  system,  another  innovation. 

Uncompromising  vision 

L  COMPAQ  DESKPRO  286  gives  you  better 
I  play  options  than  any  other  PC  in  its  class. 

Hie  COMPAQ  Dual-Mode  Monitor  displays  both 
i  h-resolution  text  and  graphics.  And  the  COMPAQ 
'.  lor  Monitor  and  COMPAQ  Enhanced  Color 
'.  iphics  Board  support  EGA  and  CGA  standards, 
I  claying  16  colors  at  once  from  a  palette  of  64. 

fou  get  more  expandability  too— with  seven 
i  ilable  full-height  expansion  slots  and  room  for 
<  r  internal  half -height  storage  devices,  including 

Megabyte  or  360-Kbyte  diskette  drives. 


See  for  yourself 

Our  improvements  may  be  hidden,  but  they're 
clearly  apparent  in  superior  performance.  That's 
why  the  most  demanding  users  prefer  Compaq. 
And  why  we  can  offer  a  full-year  limited  warranty. 

Seeing  is  believing.  For  the  location  of  your 
nearest  Authorized  COMPAQ  Computer  Dealer,  or 
for  a  free  brochure,  call  1-800-231-0900,  operator 
20.  In  Canada,  416-449-8741,  operator  20. 

©1987  Compaq  Computer  Corporation,  all  rights  reserved. 
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It  simply  works  better 


Science  & 
Technology 


Foreigners  are  snapping 
up  an  alarming  share  of 
U.S.  patents.  To  retaliate, 
educators  and  executives 
are  promoting  creativity 
among  grade  schoolers. 

Little 
wizards 

By  Alyssa  A.  Lappen 


Education 


Don't  teachers 
have  any  better 
things  to  do 
than  sit  around  playing  with  paper 
plates?  Apparently,  few  activities  of- 
fer more  valuable  lessons  about  cre- 
ativity, as  a  number  of  educators  dis- 
covered at  a  recent  seminar  in  Wash- 
ington, D.C.  on  inventiveness. 

In  case  you  didn't  know  it,  you  can 
use  paper  plates  to  (a)  whip  up  a  handy 
pair  of  shoes  for  walking  on  hot  sand, 
(b)  serve  as  a  sun  visor,  (c)  make  a 


Darryl  Counts.  13 

Bendqflex  straw,  a  device  for 

long-distance  soda-sipping. 


lampshade,  and  a  dozen  other  things 
besides. 

A  thousand  educators  were  in 
Washington  to  learn  how  to  help  kick 
off  an  annual  invention  contest  that 
could  reach  some  30  million  children 
enrolled  at  the  nation's  85,000  public 
and  private  elementary  schools.  The 
contest,  dubbed  Invent  America,  is 
organized  by  the  nonprofit  U.S.  Pat- 
ent Model  Foundation  to  encourage 
children  to  brainstorm  and  make  use- 
ful inventions.  Of  course,  the  profit 
motive  has  not  been  ignored:  The  kids 
compete  for  $1.3  million  in  state,  re- 
gional and  national  prizes. 

Corporations  are  applauding  the  ef- 
fort. A  dozen  firms,  including  Cater- 
pillar, MasterCard,  Dow  Chemical 
and  Pacific  Telesis,  are  underwriting 
the  contest's  $3  million  annual  cost. 
"To  keep  the  pipeline  filled  with  new 
technical  ideas,  this  inventiveness 
has  to  be  cultivated  at  the  lowest 
grade  level,"  says  Richard  Waterman, 
general  patent  counsel  for  Dow. 

Sounds  hokey?  Maybe,  but  consider 
this.  Foreigners  are  gaining  not  only  a 
competitive  edge  but  an  inventive 
edge  as  well.  Nearly  half  the  76,800 
U.S.  patents  issued  last  year  went 
overseas,  compared  with  33%  issued 
to  foreigners  in  1975  and  20%  in  1965. 
In  part,  the  trend  reflects  a  corporate 
tendency  during  the  1970s  to  spend 
research  dollars  on  federally  mandat- 
ed programs  rather  than  on  new  com- 
mercial products.  According  to  U.S. 


Roman  Lapp,  12 

Electricity  from  light,  an 

electric  fan  powered  by  a  solar  cell. 


Patent  Commissioner  Donald  Quigg 
the  1980s  have  brought  a  change  in 
the  focus  of  spending — now  it  is  on 
takeovers  and  leveraged  buyouts — but 
once  again  applied  research  is  being 
shortchanged  (Forbes,  Mar.  23). 

Yet  that  is  only  part  of  the  trouble 
Countries  like  Japan  and  the  People's 
Republic  of  China  already  nurture  the 
creative  spirit  in  their  schools.  Japan 
has  had  an  invention  education  pro* 
gram  in  force  since  1941 — which  may 
help  explain  why  Japan  alone  took 
18%  of  U.S.  patents  issued  last  year. 

The  contest  that  is  intended  to  helpj 
begin  redressing  this  imbalance  is  thej 
idea  of  Marion  Canedo,  a  Buffalo^ 
N.Y.  grade  school  administrator  who 
had  been  searching  for  a  way  to  get 
her  students  to  think  more  creatively 
within  the  normal  school  curriculum- 
As  she  has  structured  the  program,) 
which  the  U.S.  Patent  Model  Foundai 


Tammie  Jordan,  13 

No-kid  kitty  litter  house,  to  keep 

kids  and  dogs  out  of  the  cat  box. 


Chris  Gregorie,  6 

Transformer  shoes,  for  a  day  of 
both  jogging  and  roller  skating. 


Julie  Gallo,  9 

Easy-clean flyswatter,  equipped 
with  disposable  sheets  of  paper. 


Peter  Prozik  Jr.,  13 

Beach  rack,  a  sunscreen  and 

wet  towel  rack  for  the  beach. 


Hanna  Grol-Prokopczyk,  11 
The  red  alert  roll  signals  when  the\ 
toilet  paper  is  about  to  run  but. 
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tion  decided  to  take  national  last  year, 
children  learn  to  ask  questions  about 
what  things  would  be  useful  and  to 
communicate  their  ideas.  They  also 
learn  math,  economics,  history  and  a 
bit  of  law.  At  the  end  of  each  school 
term,  each  young  inventor  earns  a  cer- 
tificate and  gets  to  see  his  or  her  prod- 
uct on  display  at  either  a  local,  state 
or  national  finalist  exhibit.  "It's  the 
process  that  is  emphasized,  not  the 
product,"  Canedo  says. 

The  inventions,  if  not  always  prac- 
tical, are  at  least  amusing.  Take  the 
"bopper  stopper,"  a  nylon  and  hanger 
contraption  created  by  a  fourth  grader 
to  stop  his  older  brother  from  hitting 
him.  Or  the  "red  alert  roll,"  a  roll  of 
toilet  paper  designed  by  Hanna  Grol- 
Prokopczyk,  11,  of  Buffalo;  the  last 
few  squares  of  the  roll  are  colored  red 
to  signal  when  the  roll  is  about  to  run 
out.  Or  take  9-year-old  Dena  Gutow- 


Michael  Michelini,  6 

K-bot-HI,  a  robot  to  carry  glue  and 
stickers  for  kindergarten  class. 


Chad  Corp,  8 

Floating  puzzle,  to  play  with 
In  the  bathtub  or  kiddie  pool. 


^aron  McKinnon,  6 
Robot  Robermil,  a  robot 
toy  and  playmate. 


ski's  "nose  wipe  glove,"  a  mitten  with 
a  tissue  package  sewn  into  the  side. 
Finally,  what  about  6-year-old  Mi- 
chael Michelini's  robot  (designed 
with  some  help  from  mom)  to  carry 
glue,  pencil  sharpeners  and  stickers 
for  his  kindergarten  class. 

The  real  measure  of  the  contest's 
success,  say  sponsors,  is  in  stories  like 
that  of  a  student  in  Richardson,  Tex., 
who  had  planned  to  drop  out  of  high 
school  until  he  got  involved  in  the 
invention  program  last  fall.  Since 
then  he  has  produced  12  inventions 
and  now  plans  to  go  to  college  and 
become  a  professional  inventor.  "By 
itself,  this  contest  will  not  change  us 
back  into  a  nation  of  manufacturers," 
Quigg  says.  "But  in  20  years  these 
kids  will  be  making  corporate  poli- 
cies. If  they  are  trained  to  think  ana- 
lytically, this  can  only  do  some  good." 


Dena  Gutowski,  9 

Nose  wipe  glove,  to  carry  handy 
tissues  in  cold  weather. 


Renee  Fedyk,  13 

Fedyk's fantasy,  a  swiveling  typing 
stand,  magnifier  and  light. 


Colin  Dairia,  7 

Automatic  switch  to  turn  on 
lights  without  getting  out  of  bed. 


Warren  Lewis,  8 

The  brainstorming  umbrella 
shown  is  a  class  project. 


Julie  Bernent,  12 
Casserole  carrier,  to  take 
a  hot  meal  to  a  friend. 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


There  are  lots  of  pleasant  surprises  in  Gua 
temala,  including  the  beauty  of  the  coun 
try,  the  reach  of  your  dollar  and  the  genu- 
ine welcome  extended  to  Yanquis. 

The  travel  bargain 
of  the  Americas 


By  James  W,  Michaels 


EVENINGS  AND  MORNINGS  are 
fresh  and  cool  in  Antigua,  Gua- 
temala, some  5,000  feet  up  in 
the  mountains,  but  by  noon  you  need 
a  hat  against  the  tropical 
sun — which  necessity  led  me 
to  fall  for  one  of  the  oldest  of 
all  tourist  scams. 

Outside  the  Posada  de  Don 
Rodrigo  hotel  squatted  an  In- 
dian, selling  blankets,  but  no 
sombreros.  For  five  quetzals 
($2  U.S.)  he  would  fetch  one 
from  the  mercado.  Against  my 
wife's  advice  I  paid  him,  and 
off  he  trotted,  oblivious  to 
the  heat. 

We  passed  a  half  hour  over  a 
bottle  or  two  of  good  local 
beer,  but  no  Indian  showed.  I 
swallowed  the  inevitable  "told 
you  so,"  and  we  sat  down  to 
lunch.  Good-bye,  $2.  Good- 
bye, illusions  about  Guatema- 
lan honesty. 

But  after  lunch,  there  he 
was,  smiling  with  two  straw 
sombreros.  One  for  me,  the 
other  his  commission. 

No,  I  don't  suggest  repeating 
my  experiment,  but  I  do  rec- 
ommend Guatemala  as  a  great 
vacation  spot  for  Americans 
weary  of  ripoffs  and  shabby 
treatment  at  other  sunshine 
spots. 

Just  2  hours  by  air  from  Mi- 
ami or  New  Orleans,  or  4V2 
hours  from  New  York,  Guate- 
mala is  roughly  the  size  of 


Louisiana.  It  is  largely  mountainous, 
and  is  inhabited  by  8  million  of  the 
nicest,  most  polite,  most  honest  peo- 
ple you  will  ever  encounter.  Half  the 
population  is  Mayan  Indian,  the  rest., 
mostly  of  mixed  Spanish  and  Indian 


Richard  Slttrdrt 


Street  scene  in  Chichicastenango 
Everywhere,  quick  smiles  for  foreigners. 


descent,  with  a  smattering  of  recent 
European  immigrants  prominent  ii 
the  business  community.  Servile?  Ni 
way.  fust  courteous  and  free  of  resent 
ment  toward  foreigners. 

But  the  people  are  only  part  of  it 
For  sightseeing,  sunshine,  scener 
and  spectacle,  Guatemala  has 
much  to  offer  as  any  country  in  th| 
Western  hemisphere. 

For  decades  Guatemala  was  the  se 
cret  of  adventurous  travelers,  but  fj 
jthe  1970s  a  substantial  tourist  infra 
structure  was  created  and  tourisrj 
flourished.  The  boom  ended 
few  years  later,  in  1981,  whei 
Cuban-  and  Soviet-sponsore 
guerrilla  warfare  erupted.  Th 
U.S.  State  Department  issue 
an  advisory  against  travel,  am 
Americans  stopped  goini 
(though  Europeans  didn't  stoi 
coming). 

Guatemala  has  been  peace 
ful  for  two  years  now,  and  tc 
day  it  is  a  quiet,  budding  de 
mocracy.  During  our  twc 
week  trip,  the  loudest  noise 
were  fireworks  at  a  festiva. 
But  the  old  travel  warning  i 
still  spooking  Americans.  S< 
choice  accommodations  arj 
inexpensive  and  easy  to  com 
by,  except  during  the  Easte 
season. 

What  to  see  and  do?  Stai) 
with  Antigua,  the  old  colonia 
capital,  only  a  45 -minute  dnv 
from  Guatemala  City,  wher 
your  flight  arrives.  Its  cobble 
stone  streets  are  lined  wit] 
Spanish  colonial  houses 
churches  and  public  buildings 
some  restored,  some  still 
ruins  from  an  earthquake  il 
1773.  There  is  also  a  fine  put 
lie  square  for  people-watching 
The  excellent  Hotel  Antigu 
will  set  you  back  all  of  $35 
day  for  a  double  and  mayb 
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Why  The  Portman  hotel 
leaves  broom  bristles  scattered  about. 


It's  a  trick. 

To  help  us  serve  you  better.  Because  at  The 
Portman,  San  Francisco's  ultimate  luxury  hotel,  the 
last  thing  we  want  to  do  is  disturb  you  in  any  way. 

So  to  be  sure  your  room  is  always  perfect  in 
every  way  —  and  to  avoid  knocking  on  your  door— 
our  personal  room  valets  place  a  broom  bristle 
against  it  instead.  Then,  when  you  leave,  the  bristle 
falls  (invisible  to  everyone  but  the  watchful  valet). 
A  sign  that  you've  left  your  room.  And  he  can  have 
it  cleaned. 

Through  the  day,  your  room  will  also  be 
"tidied  up"  as  necessary.  Ashtrays  emptied. 
Bed  straightened.  Mini-refrigerator  restocked. 
Towels  replaced. 

The  Portman. 

From  the  moment  you  arrive  to  the  moment 
you  leave,  you'll  be  swept  away  by  the  service. 

THE  PORTMAN 


SAN  FRANCISCO 

A  PENINSULA  GROUP  HOTEL  AFFILIATE 


500  Post  Street  •  One  block  from  Union  Square 
(415)  771-8600  •  For  reservations  call  (800)  533-6465  •  A  member  of  The  Grande  Collection  of  Hotels 


i -Marie-  Sim<  ifiA'is 


Lake  Atitlan,  ringed  with  mountains 

To  Aldous  Huxley  and  many  others,  the  most  beautiful  in  the  world. 


$20  for  dinner  with  drinks.  Its  swim- 
ming pool  is  heated  against  the  cool 
mornings  and  evenings,  and  the 
rooms  are  very  comfortable.  Antigua 
offers  great  shopping  for  handmade 
silver  and  those  colorful  Indian  tex- 
tiles that  don't  look  at  all  gaudy  until 
you  get  them  home.  Jay  Ridinger's 
jade  Factory  is  worth  a  special  visit. 
This  Chicagoan  and  his  Texas-born 
archaeologist  wife,  Mary  Lou, 
work  an  ancient  jade  mine  in 
the  mountains  and  craft  jewel- 
ry in  their  factory.  Prices  are 
half  those  in  the  U.S. 

Antigua,  home  to  a  colony 
of  retired  Americans,  makes  a 
more  pleasant  headquarters 
for  visitors  than  Guatemala 
City,  which  is  more  cosmopol- 
itan but  less  picturesque.  If 
you  do  stay  in  the  capital, 
you'll  enjoy  the  luxury-class, 
American-managed  Camino 
Real  or  the  El  Dorado.  Price: 
about  $80  a  day  double,  tax 
included. 

While  in  Guatemala  City,  if 
you  like  the  Indian  textiles  but 
are  bored  by  the  traditional  de- 
signs, pay  a  visit  to  the  home/ 
shop  of  Katia  Hempstead,  who 
works  with  native  crafts  peo- 
ple to  create  sophisticated 
modern  designs  in  handbags, 
wall  hangings  and  blouses. 

An  hour's  flight  northwest 
of  the  capital  lies  Tikal,  6 
square  miles  of  the  most  spec- 
tacular Mayan  ruins  extant. 
There  is  an  airstrip  a  mile  from 
the  ruins,  but  you  will  have  to 
charter  a  small  plane  to  fly  di- 
rectly there.  It  costs  $600 
round  trip.  Otherwise  there  is 


scheduled  air  service  to  Flores.  But 
that  entails  a  bumpy  37-mile  drive  to 
the  site.  The  young  and  hardy  might 
even  prefer  driving  all  the  way  from 
Guatemala  City.  One  of  the  beauties 
of  Guatemala  is  its  compactness.  In 
only  an  hour  or  two  by  air,  or  two  to 
four  by  car,  you  can  travel  almost 
anywhere  in  the  country,  from  rain 
forest  to  mountains,  from  remote  In- 


Richard  Sieedman/Stock  Market 


Mayan  ruins  at  Tikal,  northern  Guatemala 
Amidst  a  jungle,  2, OOO-y  ear-old  skyscrapers 


dian  villages  to  dreamy  coastal  towns. 
Best  bet  for  road  travel:  Hire  a  car  and 
English-speaking  driver.  Cost:  about 
$50  a  day  plus  tip. 

However  you  get  to  Tikal,  get  there. 
Even  if  archaeology  and  ancient  civili- 
zations fail  to  turn  you  on,  the  sheer 
theater  of  the  place — with  2,000-year- 
old  skyscrapers  towering  above  the 
jungle — is  bound  to.  Tikal  is  set  amid 
one  of  the  world's  last  tropical  rain 
forests,  teeming  with  monkeys  and 
birds.  Note:  Accommodations  are 
primitive,  so  if  comfort  is  more  im- 
portant to  you  than  thorough  sight- 
seeing, make  it  a  day  trip. 

Another  must  stop  is  the  moun- 
tain-girded Lake  Atitlan,  which  the 
English  novelist  Aldous  Huxley 
called  the  most  beautiful  lake  in  the 
world.  Huxley  knew  his  lakes.  Sur- 
rounding Atitlan  are  unspoiled  Indian 
villages;  the  most  accessible  is  Santia- 
go del  Atitlan.  But  the  better  hotels 
are  found  at  nearby  Panajachel.  Avoid 
the  Hotel  del  Lago  there;  opt  instead 
for  the  Hotel  Atitlan. 

An  hour's  drive  from  Atitlan  is  Chi- 
chicastenango,  a  dazzlingly  colorful 
town,  where  Indian  custom  still  pre- 
vails. On  market  days,  Sunday  and 
Thursday,  Indians  burn  incense  on. 
the  steps  of  the  two  main  churches, 
praying  to  their  old  gods  and  their 
ancestors  in  a  mixture  of  Ro- 
man Catholic  and  pagan  rites. 

The  market  is  not  to  be 
missed  for  the  bright  Indian 
costumes  and  faces  of  the  Ma- 
yans, many  of  whom  could 
have  been  models  for  the  stone 
carvings  at  Tikal.  And  there  is 
the  Mayan  Inn,  a  30-room  ho- 
tel, stuffed  with  colonial  an- 
tiques and  built  around  a  typi- 
cal Spanish  courtyard.  A  dou- 
ble room  costs  about  $25. 

For  a  total  contrast,  the  Rio 
Dulce-Port  Livingston  area  on 
the  Caribbean  coast  is  the 
place  for  boating,  fishing,  div- 
ing and  swimming.  Its  bird 
watching  is  among  the  best  in 
the  world.  Rio  Dulce  offers  the 
Catamaran  Hotel,  where 
Americans  anchor  yachts 
sailed  from  Florida  and  Texas. 
The  hotel  is  promising — bun- 
galows on  stilts  over  the  riv- 
er— but  is  a  bit  rundown,  with 
somewhat  sullen  help. 

Nearby  Port  Livingston, 
sleepy,  seedy,  more  Caribbean 
than  Latin,  would  suit  a  Gra- 
ham Greene  novel.  Its  Hotel 
Tucan  Dugu,  one  of  the  most 
attractive  in  Central  America, 
is  owned,  managed  and  de- 1 
signed  by  a  charming  Swiss, 
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Tito  Bassi.  It  overlooks  the  ocean  and 
offers  deep-sea  fishing;  river  trips  for 
bird-,  animal-  and  jungle-watching; 
and  scuba  trips  to  the  Cayos  de  Belize 
reef,  which  divers  rate  second  only  to 
Australia's  Great  Barrier  Reef. 
I  had  better  warn  Forbes  readers 


that  Guatemala,  with  all  its  fascina- 
tion, is  not  for  those  who  expect  the 
best  of  wines  and  French  cooking. 
Short  of  foreign  exchange,  Guatemala 
restricts  luxury  imports.  However, 
there's  lots  of  fresh  fish  and  the  cook- 
ing, while  simple,  is  generally  good, 


and  the  local  beer  and  rum  excellent. 

Those  caveats  aside,  I  find  Guate- 
mala one  of  the  world's  top  travel 
spots — close  by  the  U.S.,  almost  em- 
barrassingly inexpensive  and  ready  to 
welcome  Americans  with  a  big,  broad 
and  definitely  genuine  smile. 


Did  you  know  that  you  can  buy  mutual 
funds  on  margin?  Or  use  shares  as  collat- 
eral to  borrow  cash  at  favorable  rates?  Or 
even  sell  funds  short? 

I  Leveraging  your 
mutual  funds 


By  Barbara  Kallen 


There  are  more  things  to  do  with 
your  mutual  funds  than  look  up 
their  performance  in  the  newspaper 
every  day,  hoping  to  see  little  plus 
signs  next  to  the  listings. 

Take  buying  on  margin,  for  exam- 
ple. Many  investors  still  do  not  know 
that  since  1980  the  Federal  Reserve 
Board  has  quietly  permitted  investors 
to  buy  fund  shares  on  margin,  the 
same  way  they  can  with  stock.  The 
margin  limit  is  50% .  And  since  Febru- 
ary, investors  have  been  able  to  short- 
sell  fund  shares. 

Here's  how  it  works.  Let's  say  you 
nave  $10,000  in  cash  but  want  to  buy 
$20,000  worth  of  the  SemperGrow 
Fund.  You  can  borrow  the  extra 


$10,000  from  a  discount  broker  and 
buy  a  total  of  $20,000  worth  of  fund 
shares  on  margin. 

Or  let's  say  you  already  own 
$10,000  worth  of  SemperGrow.  You 
can  deposit  your  shares  as  collateral 
and  borrow  up  to  $5,000  from  your 
broker.  You  can  do  whatever  you  like 
with  the  cash — such  as  purchase  addi- 
tional shares  or  other  securities  or 
simply  pay  a  tuition  bill. 

Discount  brokers  Charles  Schwab 
&  Co.  and  San  Diego-based  Jack 
White  &  Co.  are  wooing  fund  custom- 
ers looking  for  leverage.  Of  the  $4 
billion  worth  of  mutual  fund  transac- 
tions Schwab  processed  in  1986,  one- 
third  were  for  margin  accounts.  Of  the 
more  than  $100  million  in  fund  trans- 
actions processed  by  Jack  White,  two- 


thirds  were  on  margin.  Schwab  lets 
you  set  up  a  margin  account  using  any 
of  the  250  no-load  and  low-load  mutu- 
al funds  it  sells.  Discounter  Muriel 
Siebert  &  Co.  lets  you  use  any  of  the 
80  low-loads  and  no-loads  it  offers. 
Jack  White  margins  all  mutual  funds. 

Merrill  Lynch,  Paine  Webber,  Shear- 
son  Lehman  Brothers  and  other  bro- 
ker/dealers also  offer  fund  buyers 
margin  accounts.  But  because  of  SEC 
restrictions  on  underwriters,  the 
terms  are  less  favorable.  If  you  walk 
into  a  full-service  broker  with 
$10,000  cash,  for  example,  you  must 
first  buy  $10,000  worth  of  fund  shares 
and  hold  them  for  30  days  before  you 
can  borrow  against  them.  And  then 
you  can  borrow  against  only  50%  of 
their  value  to  buy  additional  shares. 
So  you  get  half  the  borrowing  power 
you  would  get  at  a  discounter  that 
does  no  underwriting. 

But  if  you  want  to  margin  your  exist- 
ing fund  shares  for  cash,  the  discount 
brokers  and  broker/dealers  come  out 
thesame:  Eachwilllendyou50%  of  the 
value  of  deposited  securities. 

Which  type  of  broker  or  dealer 
should  you  go  to?  That  depends  on  the 
fund  you  own  or  would  like  to  buy. 
The  broker/dealers  sell  load  funds  and 
their  own  in-house  funds,  and  some 
offer  a  limited  selection  of  low-load 
funds.  Discounters  generally  sell  no- 
load  and  low-load  funds. 

And  now  the  biggest  of  all  mutual 
fund  families,  Fidelity  Investments, 
has  gotten  into  the  act.  Through  its 
discount  brokerage  arm  you  can  set 
up  margin  accounts  on  Fidelity  equity 
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funds  under  terms  similar  to  those  of 
the  broker/dealers.  Or  you  can  margin 
non-Fidelity  funds  under  terms  like 
the  discounters'. 

Buying  funds  on  margin  calls  for  the 
same  cautions  that  apply  to  other  se- 
curities. Interest  charges,  even  at  the 
brokers'  attractive  rates  of  as  little  as 
7.5%  currently  on  big  loans,  can  eat 
you  alive.  Worse,  if  your  shares  drop, 
you  might  have  to  scramble  for  cash 
or  watch  some  of  your  shares  get  sold 
out  from  under  you.  Most  firms  re- 
quire a  minimum  of  30%  equity  in  a 
margin  account.  Let's  say  you  own 
$20,000  worth  of  shares  in  Semper- 
Grow,  half  purchased  with  borrowed 
money.  If  the  value  of  your  invest- 
ment drops  30%,  to  $14,286,  you 
must  start  selling  shares  or  adding 
cash  from  your  own  pocket. 

But  if  the  funds  are  winners,  buying 
on  margin  can  be  beautiful.  Dr.  Kri- 
shan  Goel,  a  Turlock,  Calif,  pediatri- 
cian, opened  a  margin  account  a  year 
ago  with  $500,000  cash  at  Jack  White 
&.   Co.    White    lent   him  another 


By  Dyan  Machan 

In  the  military  the  troops  up  on 
the  line  always  get  fed,  supplied 
and  promoted  first.  In  the  corpo- 
rate world  it's  the  same  thing:  The 
closer  you  are  to  the  shooting,  the 
more  attention  you  will  get.  In  busi- 
ness, this  means  being  where  the 
money  comes  in. 

But  what  if  you  are  one  of  the  sup- 
port troops?  We  put  that  question  to  a 
host  of  headhunters,  outplacers  and 
career  consultants,  an  1  also  asked 
them  to  identify  the  worst  career 
traps  in  business. 


$500,000,  and  Goel  put  $1  million 
into  the  44  Wall  Street  Equity  Fund, 
Hartwell  Leverage  Fund,  Constella- 
tion Growth  Fund  and  Twentieth 
Century  Vista.  By  reinvesting  and 
margining  his  earnings,  Goel  in- 
creased the  value  of  his  account  to  a 
total  of  $2.5  million.  If  Goel  bails  out 
tomorrow,  he  will  make  a  pretax  prof- 
it of  about  $750,000  on  his  original 
$500,000  investment — in  just  one 
year.  But,  remember,  there  are  hefty 
interest  charges  that  cut  those  profits. 
Goel  must  pay  interest  of  about  7.5% 
on  the  $1.25  million  he  is  borrow- 
ing— close  to  $94,000  a  year. 

Contrarian  investors  might  think 
that  when  busy  pediatricians  from 
places  like  Turlock  can  make  130%  a 
year  on  funds  after  interest  charges, 
the  party  is  about  over.  In  that  case 
you  might  wish  there  were  some  way 
to  sell  short.  Well,  there  is  now. 

Fidelity  will  let  you  short  eight  of 
its  sector  funds:  Select  American 
Gold,  Select  Energy,  Select  Financial 
Services,  Select  Health  Care,  Select 


Careers 


Purchasing,  despite  its  obvious  im- 
portance, is  one  corporate  function  in 
which  a  good  employee  can  fairly 
quickly  reach  a  pay  ceiling  and  linger 
there  until  retirement.  "Purchasing  is 
murder,"  says  James  Challenger  of 
Challenger,  Gray  &  Christmas,  an 
outplacement  firm  based  in  Chicago. 
The  purchasing  agent  operates  out- 
side the  realm  of  manufacturing  or 
sales  or  marketing  and  is  frequently 
just  a  hired  hand,  easily  enough  re- 
placed. Yet  the  turnover  rate  among 
purchasing  people  is  slow — because 
it's  the  same  story  no  matter  where 
you  move. 


Leisure,  Select  Precious  Metals  an< 
Minerals,  Select  Technology  and  Se 
lect  Utilities.  (Other  Select  funds  ma' 
soon  be  added  to  the  list.) 

Here  is  how  short-selling  works 
Say  you  deposit  $5,000  in  your  Fideli 
ty  discount  brokerage  account.  Yoj 
borrow  a  like  amount  on  margin  an' 
short  500  shares  of  Fidelity  Selec 
Technology,  at  $20  per  share,  for 
total  investment  of  $10,000.  As  witl 
shorting  stock,  there  has  to  be  an  up 
tick — an  increase  in  the  share  price- 
during  the  day  you  wish  to  short. 

If  the  price  of  Select  Technologj 
then  drops  to,  say,  $18  per  share,  yoi 
can  replace  the  500  shares  for  $9,001 
and  pocket  $1,000  profit.  But  if  thl 
price  of  Select  Technology  climbs 
you  are  stuck  with  the  prospect  a 
having  to  replace  those  shares  at 
higher  cost  than  you  paid  for  them 
And,  as  with  all  short-selling,  there  i 
theoretically  no  limit  on  how  mucl 
money  you  can  lose. 

Who  ever  said  mutual  funds  wen 
for  sissies?  ■ 


In  a  survey  of  362  purchasing  man 
agers,  executive  recruiter  CaroL 
Schwartz  of  McCabe  &  Schwart: 
found  that  fewer  than  5%  of  manager 
had  changed  their  jobs  in  two  years 
Compare  that  with  marketing,  when 
more  than  30%  would  have  movei 
on,  she  says.  Meaning:  The  purchas 
ing  people  stay  put  because  no  on| 
lures  them  away. 

How  do  you  get  out  of  such  traps 
Advanced  degrees  can  often  be  a  bi 
help,  especially  if  they  are  technics 
or  management  degrees  valued 
your  company.  Obviously,  it's  best  t< 
have  earned  an  advanced  degree  be 
fore  you  think  of  joining  the  long 
gray-flannel  line. 

If  you're  a  newcomer  to  a  company 
and  your  boss  suggests  purchasing 
should  you  run  for  the  hills?  Not  a 
all.  The  position  is  still  a  very  respon 
sible  one.  But  insist  on  a  two-yeai 
commitment  and  then  a  move  to  an) 
other  department. 

Data  processing  has  become  a  blacl 
hole  for  aspiring  corporate  managers 
Salaries  for  managers  of  systems  de 
velopment  can  top  out  at  $75,000 
And  even  then  you  are  expendable 
because  companies  can  hire  a  fresl 
graduate  who  is  up  to  date  on  all  th< 
latest  equipment,  according  to  Jan< 
Antil,  a  senior  vice  president  fo 
Goodrich  &  Sherwood  Co.,  consul 
tants.  It's  a  job  that  can  be  particularly 
frustrating  for  the  young  and  ambi 


There  are  some  corporate  jobs  that  lead 
nowhere,  fast.  If  you  get  stuck,  here's  how 
to  get  back  in  the  race. 

And  some  fall 
by  the  wayside 
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PURE  SHAPE. 
PURE  POWER. 

PUREZ. 


fft-ii 


PURE  shape.  Make  an  already  superb 
sports  car  better.  That's  the  challenge  the 
Nissan  300  ZX  presents  to  its  designers.  For 
1987,  they  met  the  challenge  by  refining  its 
shape.  Lowering  the  rocker  panels.  Round- 
ing the  front  end.  integrating  the  front  air 
dam.  Smoothing  every  line.  Flushing  every, 
seam.  Nissan  calls  it  ground  effects  styling. 
You'll  call  it  sleek.  Slippery,  sensuous.  It  turns 
you  on  even  before  you  turn  it  on. 

Nissan  didn't  stop  at  the  sheet  metal.  They 
tightened  the  suspension.  With  firmer 
shocks  and  springs.  A  re-engineered  power 
steering  system  for  quicker  response.  And  a 
beef ed-up  sway  bar  for  glued-to-the-grourtd 
stability.  The  result:  a  z-car  of 
unprecedented  handling. 


i  ^ 


1  ^■■^::S^i-^tk 

TOURSCIF 


PURE  POWER.  Power.  That's  what  a  z-car 
is  really  all  about.  Convincingly  delivered  by 
one  of  the  worfd's  most  advanced  engines: 
Nissan's  3.0-liter  v-6.  Electronicmultiport 
fuel  injection.  5-speed  manual.  Or  4-speed 
automatic  overdrive.  Turbo,  or  non-turbo. 
The  1987  300  zx  moves  fast.  Stops  quick, 
without  fade.  Thanks  to  vented  disc  brakes 
now  at  all  four  wheels. 

Feel  the  need  for  speed?  Take  the  200  hp 
turbocharged  Z.  With  a  lower  rear  axle  gear 
ratio  to  get  off  the  line  quicker  than  ever. 

pure  z.  it  s  a  driver's  car.  For  the  driver 
who  understands  shape.  Demands  perfor- 
mance. Respects  power  ^^^^^^^^ 
The  1987  300 zx. Pure z.  Inl  NISSAN 
Your  Z  Awesome. 


THE  QUALITY  AND  PERFORMANCE  IS 300 ZX.  - 

THE  NAME  IS  NISSAN 


A  lot  of  people  think  the  Falcon  50 
is  beyond  compare.  If  it  weren't  for  the  Falcon  2< 

they  might  be  right. 


he  Falcon 200 comes  surprisingly  close  to  the  legendary 
Falcon  50  in  every  meaningful  category  but  price. 


Falcon  50  is  regard- 
i  many  circles  as  the 
jle  most  desirable 
iness  jet  of  this  day. 
comfortable  to  travel 
redictable  to  pilot 
easy  to  maintain.  It 
tt,  safe,  efficient,  re- 
!e,  long-ranging  and 
atile.  And  when  you 
j  a  business  jet  this 
fessful,  there's  bound 
i  some  competition. 

esenting  the  competition 

extraordinary,  World  Class, 
continental  Falcon  200  closely 
s  the  Falcon  50  in  comfort, 
d  and  versatility.  And  anyone 
doesn't  require  the  Falcon 
trijet  configuration  and  4200 
te  miles  of  range  can  take  com- 
in  the  fact  that  the  Falcon  200 
about  $4,000,000  less, 
loosing  between  the  Falcon 
id  the  Falcon  200  is  not  a 
tion  of  quality  but  of  need. 
Falcon  50  owner  will  be  reas- 
i  to  know  that  he  is  buying  an 
ane  singularly  well  equipped 
)erate  in  the  international 
re.  The  Falcon  200  owner  will 
:assured  to  know  that  he  is 
ag  substantially  less  for  an 
ane  designed  to  perform  out- 
ilingly  in  the  domestic  arena, 
both  owners  will  be  reassured 
how  that  they  are  buying 
-thing  far  more  substantial 
any  traditional  "midsize" 
less  jet  (see  chart  above). 

World  Class  comfort 

Falcon  200  departs  most  dra- 
L'ally  from  the  midsize  business 
i  its  cabin,  which  is  actually 
nidsize  at  all.  On  the  contrary, 


AIRPLANE 


CABIN  VOLUME 


PERFORMANCE 


(Cubic  Feet) 


438 


604 


Transcontinental  Cruising  Speed 


UNABLE 
UNABLE2 


Balanced  Field  Length 


(lOOOnmSUSA) 

3991  ft 
3850  ft 


FALCON  200 


700 


700 


480  mph 


528  mph 


3300  ft 


2950  ft 


it  is  700  cubic  feet  of  usable,  intelli- 
gently designed  space  with  bona 
fide  room  for  nine.  This  World 
Class  cabin  is  ideally  suited  for 
domestic  or  international  travel. 

Airliner-style  high-lift  devices, 
coupled  with  its  quiet,  efficient  and 
powerful  Garrett  ATF3-6  engines, 
make  the  Falcon  200  a  masterful 
short-field  performer.  It  is  equally 
adept  at  short  hops  as  at  cross- 
country marathons.  (With  a  range 
of  3000  statute  miles,  the  Falcon 
200  can  whisk  eight  executives 
nonstop  from  New  York  to  L.A., 
against  headwinds.) 

Flight  controls  and  the  very  feel 
of  the  Falcon  200,  as  in  all  Falcons, 
are  superb.  Business  and  Commer- 
cial Aviation  reports:  "The  pilot 


7  Comparable  version  with  external  baggage  compartment. 
2  Based  on  85%  probability  winds,  eastbound  and  westbound, 
with  8  passengers  and  vFR  reserves. 

who  has  flown  the  Falcon  50  will 
feel  at  home  in  the  Falcon  200."  He 
will  feel  at  home,  too,  with  the 
Falcon  200's  Electronic  Flight 
Instrument  System. 

The  choice  of  the  Fortune  500 

With  the  Falcon  100,  200  and  50— 
and  now  the  new  large-cabin 
Falcon  900 — Falcon  Jet  offers  the 
widest  choice  in  the  business  jet 
world.  But  fortunately,  our  cus- 
tomers are  used  to  making  deci- 
sions; at  last  count,  the  Fortune 
500  industrials  were  flying  more 
Falcons  than  any  other  business  jet. 

For  more  information,  call  Roy 
Bergstrom  at  (201)  393-8056,  or 
send  us  the  coupon  below. 


r 


FalconJet 

Teterboro,  New  Jersey  07608 


□  Please  send  more  information  about  the 
Falcon  200. 

□  I'd  like  to  arrange  a  sales  presentation. 


~i 


Name/Title. 
Company_ 
Address  


City  

PhoneL 


.State . 


.Zip. 


) 


L 


Now  flying  a. 
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tious  because  it  tends  to  focus  on  nar- 
row skills,  Antil  says.  "It's  just  dead- 
ly. Your  skills  don't  translate  any- 
where. You  can  only  go  to  another 
company  and  do  the  same  thing,  but 
eventually  your  salary  will  plateau. 
There  is  almost  no  way  out." 

Antil  says  only  5%  of  the  people 
she  sees  successfully  leave  data  pro- 
cessing, and  they  usually  do  so  by 
getting  involved  in  other  areas  of  the 
company. 

Specialized  skills,  while  usually  offer- 
ing a  lot  of  independence,  can  lead 
nowhere.  Challenger  recalls  the  diffi- 
culty of  placing  a  quality  control  engi- 
neer whose  job  was  to  make  sure  the 
sugar  coating  on  chocolate  drops  was 
uniform.  Another  stumper  was  a  rhe- 
ologist,  who  studied  surfaces  and 
shapes  (for  a  packaging  company). 

If  you  are  good  at  a  specialty,  where 
is  your  employer's  incentive  to  move 
you  along? 

Note:  You  can  overspecialize  in  an 
industry,  not  just  a  company.  In 
Houston,  for  example,  there's  a  grim 
joke  making  the  rounds.  Question: 
"What's  the  fastest  way  to  find  a  geol- 
ogist?" Answer:  Call  "Waiter!" 

Real  estate  directors,  like  purchasing 
agents,  influence  the  spending  of  vast 
sums  but  have  no  other  logical  place 
to  go,  notes  John  Franklin  Jr.  of  Rus- 
sell Reynolds  Associates.  About  the 
only  option  for  a  dead-ended  property 
manager  is  to  move  to  a  company  in 
which  the  constant  acquisition  of  real 
estate  is  critical — such  as  a  hotel  or 
restaurant  chain. 

Human  resources  managers  often  get 
stuck  well  down  on  the  totem  pole, 
too.  In  a  Conference  Board  survey  of 
297  manufacturing  companies,  it  was 
found  that  only  3%  of  chief  execu- 


tives came  from  the  human  resources 
department.  Salaries  reflect  this,  too. 
In  companies  with  sales  of  up  to  $100 
million,  the  average  base  salary 
among  personnel  managers  was 
$52,900,  compared  with  $76,900  for 
managers  in  sales  or  marketing  divi- 
sions, according  to  a  private  survey  by 
Hewitt  Associates.  Employees  in  hu- 
man resources  can  help  themselves 
by  focusing  less  on  spending  programs 
and  learning  to  think  and  talk  more 
like  managers,  says  Lynda  McDer- 
mott,  president  of  EquiPro  Develop- 
ment, a  New  York  City  management 
consulting  firm. 

Public  relations  can  be  as  comfort- 
able a  trap  as  you  can  find  in  a  corpo- 
ration. But  much  depends  on  how 
much  of  the  ear  of  top  management 
you  command.  Salaries  of  up  to 
$200,000  are  not  unheard  of  for  the 
few  people  running  large  depart- 
ments. But  reaching  the  top  corporate 
PR  job  can  take  many  years.  And  the 
path  is  fraught  with  more  than  the 
usual  corporate  perils.  Close  compati- 
bility with  top  management  is  a  must, 
for  example.  And  in  the  event  of  re- 
structuring or  merger,  corporate  PR 
people  are  especially  vulnerable. 
(When  GE  acquired  RCA,  for  exam- 
ple, virtually  the  entire  existing  RCA 
corporate  public  relations  staff  was 
chopped.) 

Still,  a  few  public  relations  manag- 
ers are  able  to  attain  top  management 
rungs — occasionally  even  that  of  chief 
executive  (Philip  Morris  Cos.'  former 
chief,  George  Weissman,  for  exam- 
ple). Says  Jim  Challenger,  "If  all  else 
fails,  there's  always  the  public  rela- 
tions agency." 

Internal  auditors,  the  company  cops 
who  embarrass  managers  when  they 
catch  a  mistake,  can  dig  their  own 
graves  with  diligence.  If  that's  not  bad 
enough,  the  job  has  other  drawbacks: 
a  boring  routine,  lots  of  detail  work 


and  frequent  travel— as  much  as  3( 
of  the  time.  Small  wonder  morale 
often  low,  according  to  Steph 
Berger  of  Howard-Sloan,  a  New  Y( 
recruiting  firm.  Auditors'  unhap 
ness  is  reflected  in  a  turnover  r. 
50%  higher  than  in  marketing  or  o 
er  line  jobs,  he  reports. 

But  the  good  auditor  can  find  opp 
tunity  by  moving  to  a  company  tl 
looks  upon  the  function  as  more  th 
a  necessary  evil,  according  to  Thon 
Neff,  president  of  SpencerStuart,  * 
ecutive  search  consultant.  He  1 
lieves  auditing  can  be  a  route  to  t 
controller's  office. 

Some  companies,  including  C 
prefer  to  rotate  the  assignmei 
among  members  of  the  financial  st£ 
rather  than  have  permanent  audito 

Overseas  duty,  20  years  ago,  was 
sential  for  aspirants  to  the  executi 
suite.  Now,  out  of  sight  means  out 
mind  at  many  companies,  and  the 
who  were  vital  at  their  foreign  po: 
are  often  useless  at  home.  "While  y 
are  increasing  sales  in  England,  t 
guy  in  the  home  office  is  getting 
know  everyone  and  moving  aheac 
says  Challenger. 

International  assignments  can  p 
off,  but  it  very  much  depends  on  t 
industry  and  the  position.  There's 
big  difference  between,  say,  going 
Brazil  for  a  steel  company  and  setti 
up  a  finance  or  banking  operation 
London  or  Tokyo. 

'Moral:  Weigh  the  risks  of  taki 
any  promotion  or  tough  assignme 
outside  the  corporation's  pro 
stream.  Says  SpencerStuart's  Ne 
"You  may  end  up  in  Siberia." 

On  the  other  hand,  doing  an  exc« 
lent  job,  even  in  Siberia,  is  a  great  w. 
of  getting  attention.  Says  John  Fran 
lin  of  Russell  Reynolds  Associates, ' 
is  more  striking  for  someone  upstai 
to  notice  a  luminary  in  a  backwat 
department."  ■ 
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The  next  chapter 


Paul  Allen,  cofounder  of  Microsoft,  founder  of  Asymetrix 
With  32  bits  you  can  make  like  a  mainframe. 


Manhcw  Ne.il  Ml\  jv  Future  (.roup 


Paul  Allen  is  not  your  stereotypi- 
cal bare-bones  entrepreneur  start- 
ing up  in  Silicon  Valley.  To  start  with, 
he's  bankrolling  his  leap  forward  in 
the  computer  marketplace  out  of  a 
personal  fortune  approaching  half  a 
billion  dollars. 

Allen,  34,  is  the  former  partner  of 
William  Gates,  with  whom  he  co- 
founded  Microsoft.  They  collaborated 
on  writing  Microsoft  Basic  and  other 
innovative  programs.  Allen  left  in 
1983  after  a  bout  with  Hodgkin's  dis- 
ease, keeping  over  20%  of  the  stock. 

With  the  disease  in  remission,  Al- 
len founded  Asymetrix  Corp.  in  1985, 
and  until  Asymetrix'  first  software 
hits  the  market  next  year,  he's  paying 
the  bills — over  $2.5  million  so  far. 
This  is  no  rich  man's  toy,  though. 
"I've  always  been  in  business  to  make 
a  viable  product,"  he  says.  "That's  a 
big  part  of  the  satisfaction.  This  will 
be  a  self-financing  operation." 

Allen's  products  will  be  "high-end 
applications  programs"  for  business 
microprocessors.  "This  is  the  first 
software  specifically  designed  for  the 
new,  more  powerful  286  and  386  mi- 
croprocessors," he  says.  "Everything 
else  has  just  evolved  from  stuff  writ- 
ten for  older  machines  By  the  end  of 
this  year  there  should  be  more  than  3 
million  of  the  high-powered  comput- 
ers in  place. 


The  new  computers  and  the  soft- 
ware Asymetrix  is  planning  for  them 
represent  a  quantum  jump  in  desktop 
power.  The  32-bit  computer  doesn't 
just  allow  work  to  be  done  faster. 
Now  personal  computers  will  be  able 
to  handle  complexity  they  couldn't 
touch  before — computer-aided  design 
(CAD),  advanced  graphics,  artificial 
intelligence  research,  sophisticated 


databases.  All  these,  which  until  noi 
required  mainframes,  will  be  doabi 
by  the  new  personal  computers.  Bi 
they  have  to  have  advanced  soj 
ware — which  is  where  Allen  com» 
in,  smiling. 

"Microsoft  has  been  phenomenal! 
successful,  which  has  been  great  U 
me,"  says  Allen.  "Now  we  just  wai 
to  have  some  fun  and  push  back  tli 
existing  boundaries  of  application 
software." — Edward  F.  Cone 


East  meets  Little  Rock 

Jackson  T.  Stephens  talks,  wait 
and  even  smokes  with  a  delibe 
ateness  that  makes  a  first-time  visito 
squirm  with  impatience.  But  soon  th 
truth  is  revealed:  Stephens,  6i 
doesn't  think  slowly,  just  carefully. 

"I  started  to  think  about  a  moi 
globally  oriented  firm,"  says  St< 
phens,  who  built  up  Little  Rock,  Ark) 
based  Stephens  Inc.  with  his  brothe 
Witt,  79,  into  the  biggest  (capita) 
$400  million)  and  one  of  the  sharpes 
investment  bankers  outside  Wa 
Street.  "In  1976  I  met  Mochtar  Riad] 
who  is  a  respected  Indonesian  banke 
with  wide-ranging  interests.  He  wan 
ed  to  buy  into  an  American  bank,  a 
idea  I  was  not  enthusiastic  about.  W 
became  friends  anyway." 

Within  two  years  Stephens  Inc.  an 
Riady  had  set  up  a  joint  venture  i 
Hong  Kong,  Stephens  Finance  Ltd.,  t 
write  letters  of  credit.  With  Riady' 
experience  and  reputation  in  Far  Ea$ 
banking,  they  soon  got  rolling.  "W 
made  money  the  first  month— I  like! 
that,"  says  Stephens.  Eventually  thei 
decided  to  do  a  bank  after  all.  Twfl 


Jackson  T.  Stephens,  cofounder  of  Stephens  Inc. 
He  just  might  have  found  himself  another  one. 
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More  than  you  realize.  For  every  business  decision 
from  taxes  to  investments.  From  stock  market  reports 
to  preparing  for  your  children's  education.  You  need 
Moneyline  on  CNN. 

When  you  need  business  advice  that  makes  sense, 
join  CNN  Business  News  Managing  Editor  Lou  Dobbs. 

If  you  don't  have  cable  you're  missing  the  best 
business  news  available.  Call  your  cable  company. 

You've  always  got  a  reason. 


LOU  DOBBS 
CNN  BUSINESS  NEWS  MANAGING  EDITOR 

\¥EEKMGHrSat7&ll 

am 

THE  WORLD'S  MOST 
IMPORTANT  NETWORK 


©Turner  Broadcasting  System,  Inc. 


ALLTIMES  EASTERN 
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actually — Stephens  and  Riady  bought 
Seng  Heng  Bank  in  Macao  in  1983  and 
the  Hong  Kong  Chinese  Bank  in  1984. 
"I  became  entranced  with  the  way 
they  do  business  in  Asia — it  was  very 
freewheeling  with  very  few  rules," 
says  Stephens.  "However,  you  must 
have  a  good  partner." 

It's  still  small-scale — Stephens,  re- 
member, is  a  deliberate  man.  He  has 
just  one  full-time  employee  in  Hong 
Kong  to  develop  markets  for  U.S. 
products  and  look  for  investments. 
But  Stephens  is  planning  to  make  the 
Little  Rock-Asia  axis  grow.  "Europe- 
ans stop  looking  for  opportunities 
when  they  get  to  the  East  Coast,"  he 
explains.  "Asians  stop  on  the  West 
Coast.  They  all  make  the  same  mis- 
take: They  assume  they  have  seen  all 
they  need  to  see."  Americans,  he 
notes,  hardly  ever  get  to  Indonesia. 
Underestimated  markets  are  what 
made  the  brothers  of  Little  Rock  two 
of  the  richest  men  in  America,  and 
Jack  thinks  he  just  maybe  has  found 
himself  another. — Stanley  W.  Angrist 


Getting  respect 

Arnold  Kopelson,  odds-on  favorite 
to  win  this  year's  Academy 
Award  for  Best  Picture  as  producer  of 
Platoon,  thinks  his  life  has  already 
changed  because  of  the  powerful  Viet- 
nam War  drama — even  if  he  doesn't 
go  home  with  an  Oscar.  "Now,"  he 
says,  "they're  finally  listening." 

Kopelson,  52,  hitherto  a  small-tim- 
er whose  Inter-Ocean  Film  Sales  li- 
censed films  abroad,  helped  develop 
the  1982  raunch  hit  Porky's.  Two  years 
ago  Kopelson  was  sent  a  certain  unsal- 
able script.  "In  bed  that  night  as  I  read 
[Platoon]  I  broke  out  into  heavy  per- 
spiration and  had  gooseflesh,"  he  re- 
calls. "By  the  time  I  finished  reading  I 
was  sobbing." 

Kopelson  asked  his  three  teen-age 
kids  to  show  it  to  ten  friends  each. 
They  all  loved  it.  "They  said  kids  to- 
day aren't  interested  in  whimsical 
fluff  anymore.  They  want  strong  sub- 
ject matter."  The  clincher:  His  son,  at 
Columbia  University,  told  him  that  a 
course  on  Vietnam  was  the  most  pop- 
ular elective  on  the  campus.  Over  the 
course  of  some  ten  years  one  producer 
or  another  had  tried  to  raise  money  to 
make  Platoon  without  success.  It's  no 


wonder  that  after  being  rejected  by 
every  major  and  minor  studio,  writer- 
director  Oliver  Stone  had  his  doubts 
about  Kopelson's  money-raising  gifts. 
"Oliver  gave  me  120  days  to  raise  the 
money,"  says  Kopelson,  who  thought 
he  could  discount  "sure-money" 
rights — foreign  sales,  home  video  and 
pay  TV — to  raise  the  $6  million  pro- 
duction cost.  But  even  his  long-time 
customers  shied  away.  Kopelson  was 
about  out  of  buttons  to  push  when 
Hemdale,  the  British  producer  of 
Terminator,  signed  on. 

Platoon  will  likely  gross  $150  mil- 
lion—earning some  $15  million  each 
for  Kopelson  and  Stone.  Kopelson 
says  his  next  production  will  be  a 
World  War  II  drama  set  in  a  German 
concentration  camp.  It's  budgeted  at 
$9  million.  "I'm  using  the  power  of 
Platoon  to  get  Day  by  Day  made,"  he 
says.  Polish  authorities  have  given 
unprecedented  permission  to  film  at 
Auschwitz.  In  Poland,  evidently,  even 
as  in  Hollywood,  you're  as  good  as 
your  last  picture. — Alex  Ben  Block 


And  in  both  corners  . . . 

Whatever  the  outcome  when  Mar- 
velous Marvin  Hagler  and  Sugar 
Ray  Leonard  square  off  at  Caesars  Pal- 
ace in  Las  Vegas  on  Apr.  6  for  the 
World  Middleweight  Championship, 
keep  your  eye  on  Bob  Arum,  55,  the 
attorney  -  turned  -  top  -  fight  -  promoter. 
He  won't  even  have  to  break  into  a 
sweat  to  do  all  right. 

His  training  began  last  June,  when 
Sugar  Ray  announced  he  wanted  to 
control  the  promotion  himself. 
Hagler  insisted  on  Arum's  Top  Rank, 
Inc. — this  is  his  fifteenth  title  fight 


with  Arum.  Hagler's  other  nonnego- 
tiable  demand  was  more  money  than 
Leonard.  Arum  offered  Hagler  $1Q 
million  and  Leonard  $5  million.  By 
the  time  the  dust  settled  in  October, 
Leonard  was  to  get  a  flat  $11  million, 
Hagler  nominally  $12  million — but 
also  50%  of  Arum's  gross  revenues 
between  $24  million  and  $30  million, 
and  70%  above  $30  million. 

As  this  is  written,  three  weeks  be- 
fore the  fight,  Arum  knows  he  won't 
lose  money.  He's  sure  of  $7  million 
from  Caesars  Palace  for  the  privilege 
of  hosting  the  event,  $15  million  from 
closed-circuit  revenues  and  $4  mil- 
lion from  foreign  revenues,  sponsor- 
ships and  merchandising  so  far. 

In  the  sweet  science  these  days, 
Arum  needs  a  $24  million  gross  just 
to  break  even.  He  hopes  for  considera- 
bly more,  especially  from  the  pay-per- 
view  cable  rights,  at  up  to  $40  a  home, 
and  other  deals  still  being  negotiated. 
The  fight's  expected  worldwide  audi- 
ence: 600  million  to  750  million  peo- 
ple. If  the  contest  brings  in  the  $50 

Carrie  Borerz  Archn* 


Fight  promoter  Bob  Arum 
What  would  Mother  say? 
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s  The  Biggest  Risk  In  America 
Our  Court  System? 


The  world's  reinsurers 
rtk  it  is. 

They're  the  companies 
it  accept  part  of  an  insurance 
c  in  return  for  part  of  the 
*nium.  In  effect,  they  insure 
urers. 

Their  financial  backing 
ally  affects  both  the  cost  and 
iount  of  coverage  America's 
mary  insurers  can  offer. 

In  England,  a  traditional 
>e  for  reinsurance,  companies 
■  turning  their  backs  on  U.S. 
3ility  coverage. 

On  the  Continent,  Euro- 
an  reinsurers  were  urged  at 
:ir  annual  September  conven- 
n  to  make  restrictions  on  U.S. 
3ility  coverage  even  tougher. 

Worldwide,  more  than 
lety  reinsurers  have  pulled 


out  -  either  partially  or  totally  - 
from  the  U.S.  marketplace  in  the 
past  two  years. 

What  is  driving  their  fears? 

"A  court  system  whose 
judges  can  effectively  rewrite  the 
cover,  a  legal  system  that  allows 
contingency  fees,  and  juries  that 
make  awards  that  frequently  bear 
little  relation  to  the  injury,"  replies 
one  London  observer. 

An  East  Coast  circuit  court 
judge  recently  complained  that 
his  district's  juries  are  so  notorious 
for  oversized  awards  that  attorneys 
across  the  country  seek  to  try 
their  cases  there. 

Reinsurers  maintain  that 
nothing  less  than  a  litigation  lot- 
tery is  going  on  in  this  country. 
Result:  municipalities,  businesses, 
and  essential  services  can't  get 


the  insurance  they  need. 

A  system  in  which  legiti- 
mate awards  can  be  turned  into 
excessive  rewards  clearly  penalizes 
society  at  large.  Particularly  when 
driven  by  what  former  Chief 
Justice  Warren  Burger  has  called 
America's  "almost  irrational  focus 
—  virtually  a  mania  -  on  litigation 
as  a  way  to  solve  all  problems." 

We  must  encourage  the 
lawmakers  now  working  on 
much  needed  reform. 


JOHNSON 
J&TJIGGINS 

Coasulting  on  a  lot  more  than  insurance. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 
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million  he  dreams  of,  Arum  figures 
his  own  purse  could  be  as  much  as 
$8.5  million. 

A  Brooklyn  boy  and  a  graduate,  cum 
laude,  of  Harvard  Law  School,  Arum 
originally  made  good  as  a  government 
lawyer.  He  was  in  the  fight  game  14 
years  before  he  could  bring  himself  to 
tell  his  mother.  Clearly,  it's  gotten  to 
be  a  tough  business.  But  he  can't  stop. 
"I  do  it  well,"  grins  Arum,  awaiting 
the  returns. — Gail  Buchalter 


Ballpoint  Pens  "H"  Us 

Leo  Kahn  blew  his  chance  to  get  a 
piece  of  the  post-World  War  II  ac- 
tion in  supermarketing,  but  he's  been 
making  up  for  it  ever  since.  In  the 
early  Seventies  Kahn  was  one  of  the 
first  with  a  new  idea  in  food  market- 
ing: discount  warehousing  chains. 
The  idea  proved  powerful  and  porta- 
ble to  other  lines — witness  the  rise  of 
Tower  Records,  Toys  "R"  Us  and 
Sportmart.  Hence  the  phrase  "catego- 
ry-killers" to  describe  what  discount 
warehousing  can  do  to  a  sector  of  the 
retailing  game. 

Three  years  ago  Kahn  sold  his  Puri- 
ty Supreme  discount  chain  for  $80 
million  to  Supermarkets  General.  But 
retire?  Not  Kahn.  He's  doing  some 
new  category-killing.  Last  year,  a  spry 
and  dapper  70,  he  threw  in  with  38- 
year-old  fellow  Harvard  alumnus 
Tom  Sternberg  to  found  Staples,  Inc. 
The  partners'  plan:  to  blanket  the 


Brewer  James  Koch 

After  six  generations,  back  in  beer. 


Entrepreneur  Leo  Kahn  o 
But  retire?  Not  Kahn. 


tion 


Northeast  by  1990  with  a  hundred 
18,000-square-foot  warehouses  offer- 
ing every  conceivable  office  supply, 
from  paper  clips  to  Pepto-Bismol,  at 
an  average  50%  off.  Their  charter 
store  near  headquarters  in  Newton, 
Mass.,  open  less  than  a  year,  is  already 
turning  a  profit,  says  Kahn.  He  figures 
such  outlets  can  gross  at  least  $4  mil- 
lion apiece  annually. 

Here's  how  the  category-killer  prin- 
ciple works.  Large  businesses  can 
command  discounts  on  office  sup- 
plies of  up  to  40%  off  list  by  ordering 
in  bulk  from  national  distributors.  So 
can  Staples.  But  companies  with  few- 
er than  100  employees  usually  have  to 
pay  a  lot  closer  to  retail.  There  are 
7,000  of  these  small  operations  with- 
in a  20-minute  drive  of  Kahn's  first 
store  alone.  Office  supplies  per  white- 
collar  employee  run  about  $700  per 
year,  and  Staples'  price  tag  on  a  ball- 
point pen  is  12  cents,  versus  the  59 
cents  stationery  stores  charge. 

Are  there  still  other  discount  ware- 
housing niches  open  to  sharp  entre- 
preneurs? "Oh,  boy,"  says  Kahn. 
Some  high-margin,  commodity-like 
brand-name  lines  he  has  left  to  others: 
back-support  and  other  orthopedic 
supplies  ("a  real  rip-off  industry"),  pet 
supplies,  panty  hose  and  lingerie  and 
telephone  installation,  in  case  there  is 
anyone  who  is  interested  in  following 
his  example. — Burr  Leonard 


Brewing  American 

For  years  James  Koch  watched  lo- 
cal breweries  give  way  in  whole- 
sale lots  to  national  brewers  and 
trendy  imported  brands.  His  father 
worked  in  a  string  of  failed  breweries. 
—    Yet  Koch  (pronounced  cook),  37,  quit 


a  $250,000-a-year  management  coij 
suiting  career  to  make  somethin 
called  Samuel  Adams  beer,  whic 
costs  a  dollar  a  case  more  to  buy  tha 
premium-priced  import  Heineken. 

Koch  is  a  sixth-generation  brewei 
"My  family  was  brewing  beer  whe 
Eberhard  Anheuser  was  selling  soap, 
he  says.  His  recipe  literally  came  froD 
the  family  attic:  His  great-greal 
grandfather,  in  St.  Louis  in  the  18701 
made  an  amber,  thick,  spicy  bee; 
called  Louis  Koch  Lager. 

Sure  that  he  had  something  specie 
in  that  old  recipe,  Koch  took  person? 
savings  of  $100,000,  plus  $300,00! 
from  friends,  and  in  1984  lined  up 
Pittsburgh  brewery  with  excess  d 
pacity  to  brew  Samuel  Adams. 

Koch  oversees  quality  for  eveij 
batch  of  6,500  cases.  Believing  bee 
must  be  fresh,  he  sells  in  New  Eit 
gland,  Pittsburgh,  Washington  an 
Philadelphia.  But  he  also  ships  som 
to  Munich.  Samuel  Adams  is  the  firs 
U.S.  beer  in  this  century  to  pass  Gei 
many's  stringent  purity  laws  (onl 
barley,  yeast,  water  and  hops). 

Now  Koch  is  ready  to  expand.  H 
has  annual  revenues  of  only  $5  mii 
lion,  but  he's  in  the  black  and  is  noi 
arranging  low-interest  municipa 
loans  to  refurbish  an  old  brewery  ij 
Boston  for  his  very  own.  By  year's  en| 
Koch  should  be  owning  his  sentimer 
tal  dream  in  full:  "I  love  being  in 
brewery.  It  reminds  me  of  when  I  wa 
a  kid  and  used  to  visit  my  father  a 
work." 

But  behind  his  dream,  Koch  be 
lieves  he  has  a  firm  grip  on  an  impoi 
tant  reality:  Beer  drinkers,  like  an> 
one  else,  will  buy  American — and  pai 
up  for  the  privilege — if  you  offd 
something  better. — Stanley  W.  Angrist) 
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rooks  Brothers,  beware! 

Japanese  businessman  Akira  Baba 
is  eager  to  bring  a  bit  of  American 
ulture  to  more  Americans.  Last  Oc- 
}ber  the  51 -year-old  president  of  Ka- 
hiyama  &  Co.,  a  $1  billion  (sales) 
ipanese  clothier,  bought  New  Ha- 
jen,  Conn.'s  J.  Press  Inc.,  the  venera- 
te men's  store  tailored  for  those  with 
taste  for  Ivy.  The  price  was  undis- 
osed,  but  Baba's  intention  is  certain- 
r  clear:  to  expand  it  in  the  U.S. 
Kashiyama?  J.  Press? 
"Japanese  are  fascinated  by  the  so- 
died  American  preppy  style  because 
\  a  longing  for  American  culture," 
lys  Baba.  Kashiyama  has  been  a  J. 
ress  licensee  since  1974,  and  now 
des  of  J.  Press'  button-down  shirts 
■ith  flap  pockets  and  tweed  jackets  in 
ipan  dwarf  those  in  the  U.S. — $87 
lillion  vs.  $5  million  in  a  typical 
:cent  year.  Kashiyama's  J.  Press  label 
sold  at  886  stores  in  Japan,  com- 
ared  with  only  3  in  the  U.S.  (they  are 
jcated  in  New  Haven,  Cambridge 
| id  New  York). 

Having  bought  out  the  sons  of  J. 
ress'  founder,  Baba  wants  to  do 
Dmething  about  the  imbalance,  sort 
I  bring  America  back  to  America.  "I 
uink  the  good,  traditional  image  of  J. 
ress  clothing  has  declined  in  the 
I.S.,"  Baba  says.  He  will  attempt  to 
Duble  U.S.  sales  of  the  85-year-old 
lOthier's  business  by  adding  wo- 
men's and  children's  lines,  by  spruc- 
ig  up  the  three  original  shops  and  by 
Iding  new  ones,  probably  in  Chicago 
id  San  Francisco. 

And  after  J.  Press,  who  knows?  Ka- 
liyama  also  produces  and  sells  Ralph 
iiuren  and  Calvin  Klein  clothing  un- 
fcr  license  in  Japan. — Hiroko  Katayama 
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•ira  Baba  of  Kashiyama  &  Co. 
eppy  from  the  East. 


Why  transfer 
your  IRA  to 

Twentieth 
Century? 

In  a  word,  performance.  Twentieth  Century  has  a  track 
record  of  outstanding  long-term  return.  In  fact,  our 
Select  Investors  and  Growth  Investors  were  ranked  by 
Lipper  Analytical  Services  as  the  #1  and  #2  no-load  mutual 
funds  in  the  country  for  their  performance  over  a  10-year 
period  ending  December  31,  1986.* 

If  long-term  growth  is  your  investment  goal,  Twentieth 
Century  may  be  the  perfect  place  for  your  IRA.  Best  of  all,  it's 
easy  to  transfer  your  IRA  to  Twentieth  Century.  Just  complete 
our  simple  transfer  form,  and  you  can  move  your  IRA  from 
either  a  bank  or  another  mutual  fund  to  any  one  of  Twentieth 
Century's  seven  IRA  investment  options. 

Once  you're  a  Twentieth  Century  shareholder,  you'll  find  that 
we've  done  everything  possible  to  make  investing  easy  —  from 
toll-free  telephone  information  and  transactions  to  automatic 
investment  plans. 

Call  today  and  we'll  rush  you  a  free  Twentieth  Century  IRA 
Information  Kit,  prospectus  and  "Request  to  Transfer"  form. 
Find  out  why  a  transfer  could  be  your  best  move.  Please  read 
the  prospectus  carefully  before  investing. 

Call  toll-free:  1-800-345-2021 


Please  send  a  free  prospectus  to: 


Name_ 


Address_ 


City_ 


State   Zip_ 


PO.  Box  419200,  Kansas  City,  MO  64141-6200 


No-Load,  No-Minimum  Mutual  Funds 

'Includes  all  funds  in  existence  for  the  10-year  period  that  are  currently  open  to  investors  This  ranking 
reflects  past  performance,  and  is  not  a  projection  for  the  future 
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HOW  TO  CONTROL  YOUR  DREAMS 


The  Forbes  W  ilshire  5000  Review 


Edited  by  Steve  Kichen 


What  the  report  cards  say.  The  average  price/earnings 
i-atio  of  Wilshire  index  stocks  went  from  17.8  on  Jan.  2  to 
10.6  by  Feb.  27.  That  15.7%  increase  nearly  matches  the 
i*ain  in  the  index  itself,  since  the  figure  for  trailing  12- 
nonth  earnings  didn't  change  much.  Of  course,  few  com- 
iDanies  file  earnings  reports  early  in  a  new  year.  (The 
exceptions  are  October  and  November  fiscal-year  compa- 
nies, plus  quick-reporting  December  companies,  especial- 
y  banks.)  But  among  the  several  hundred  companies  with 


new  quarterly  numbers  there  were  some  large  gains,  such 
as  Tandem  Computers'  107%  gain  over  the  fourth  quarter 
of  1985,  Marion  Laboratories'  65%  gain  and  Ralston  Pur- 
ina's  45%. 

In  the  first  half  of  March  the  Wilshire  gained  2%,  while 
its  P/E  fell  1%,  to  20.4.  With  the  Wilshire  closing  on  Mar. 
13  within  0.4%  of  the  record  high  it  hit  a  day  earlier, 
stocks  are  not  cheap.  But  profits  may  be  catching  up  with 
Wall  Street's  expectations. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Wilshire 

Forbes 

Dow  (ones 

NYSE 

Amex  Market 

NASDAQ 

Percent  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

3.7 

3.5 

3.4 

3.6 

5.1 

4.7 

in  last  52  weeks 

20.5 

16.9 

26.0 

21.4 

24.1 

16.2 

Stock  performance  based  on  six  key  investor  yardsticks 


Percent  change 

Company  size 

Volatility* 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

3.2 

7.1 

8.2 

4.4 

5.0 

5.4 

1.1 

7.8 

8.7 

2.3 

3.7 

8.1 

in  last  52  weeks 

22.4 

43.1 

57.8 

26.5 

21.2 

20.1 

14.0 

42.3 

59.2 

22.0 

23.8 

25.5 

[Wilshire  index  reflect?  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  "Based  on  sales.  ?A 
[lock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  A  quantitative  evaluation  of  a  stock's 
Irowth  image,  determined  by  Wilshire  Associates. 

<Jote:  All  data  for  periods  ending  3/13/87.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.  ^  , 
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Where  The  Action  Is 


Utilities  run  out  of  steam.  Since  the  start  of  the  year 
utilities  are  up  only  2.1%  (vs.  18.2%  for  the  Wilshire 
index).  Individual  investors,  the  principal  owners  of  utili- 
ty stocks,  have  been  distracted  by  mutual  funds  and  better 
growth  opportunities  elsewhere  in  the  market.  The  per- 
ception that  interest  rates  may  be  near  a  bottom  also  has 
not  helped  these  high-yield  securities.  In  addition,  with 


fuel  costs  under  control  and  inflation  at  a  low  level,  state 
regulators  have  been  tough  on  rate  increases.  Cogenera- 
tion,  more  efficient  manufacturing  techniques  and  a  de- 
cline in  heavy  industry  have  limited  earnings  growth  at 
some  utilities.  And  the  Financial  Accounting  Standards 
Board  has  ruled  that  power  companies  with  abandoned 
unfinished  plants  must  take  larger  writeoffs. 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 


 MM  I  I  1  I  I  I  I  I  I  I  I  I  I 


'86 


87 


Energy 


+  50 


-25 


 I  I  


'86 


'S7 


Technology 


+  50 


-25 


M  M  M  M  M  M  M  ]  M  M  M 


'86 


'87 


Consumer  durables 


I  M  I  M  M  M  I  I  I  I  I  i 


'86 


'87 


Finance 


-25 


 I  I  1  


'86 


'87 


Transportation 


-25 


 MM  M  I  I  M  M  M 


'86 


'87 


Consumer  nondurables  and  services 


Raw  materials 


+  50 


-25 


I  I  I  I  I  I  I  M  M  I  M  M  M  I  I  I  


'86 


'87 


Utilities 


-25 


 11  I  M  I  I  I  M  M  M 


'86 


'87 


What  The  Analysts  Think 


The  market  expects  oil-price  firmness.  Analysts  believe 
that  OPEC,  at  least  for  now,  will  be  able  to  hold  the  price 
of  oil  near  $18  per  barrel.  In  the  last  two  weeks  Wall 


Street's  seers  raised  their  1987  earnings  forecasts  for  the 
energy  sector  by  3.1%.  That  still  leaves  energy  stocks 
selling  at  a  rather  hefty  1 7  times  estimated  earnings. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.59 

19.0 

1987  estimates 

3.57 

13.8 

1988  estimates 

4.40 

11.7 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1987 
EPS  P/E 

%  change  in  1987  estimate 
in  2  weeks     in  4  weeks 

1  Energy 

$2.40  ' 

17.0 

3.07% 

1.69% 

2 

Consumer  durables 

3.53 

13.8 

0.59 

0.18 

3 

Raw  materials 

2.39 

16.2 

0.33 

0.04 

4 

Finance 

3.64 

10.0 

-0.20 

-0.72 

5 

Technology 

2.'2 

16.2 

-0.25 

-1.37 

6 

Transportation 

2.48 

13.9 

-0.27 

-1.65 

7 

Consumer  nondurables 

2.41 

17.4 

-0.35 

-0.26 

8 

Utilities 

2.88 

10.5 

-0.48 

-0.78 

9 

Capital  goods 

2.48 

17.6 

-0.94 

-1.82 

Earnings  projections  arc  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  arc  compiled  and  updated  continuously  by  the  Institutional  Broker^ 
Estimate  System  |IBES),  a  service  of  Lynch,  lones  &  Ryan,  a  New  York-based  brokerage  firm 


Note:  All  data  for  periods  ending  3/13/8"  Prepared  by  Wilshire  Associate*,  Santa  Monica,  Call!  .  IBES,  a  service  of  Lynch,  limes  N  Rvan,  New  York 
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Count  on  us  for  strong  ideas. 

New  fiberglass-reinforced  composites  for  auto  bodies. 
Stronger  adhesives  for  high-mileage  tires.  Improved 
vibration-isolation  products  for  smoother  rides.  Some 
}f  the  strongest  ideas  in  transportation  come  from 
GenCorp.  Look  for  more— just  down  the  road. 


General  Tire  and  DiversiTech  General  are  two  of  the 
aggressive  businesses  that  put  GenCorp  in  a  strong 
Dosition  to  serve  the  automotive  market.  The  other 
GenCorp  subsidiaries  are  Aerojet     |  _J 
General  and  RKO  General.  1*1  BenOJRP 

flUBBWM    Exploring  new  directions 


Statistical  Spotlight 


The  weak  dollar  is  supposed  to  make  U.S. 
multinationals  more  competitive.  But 
when  are  ive  going  to  see  the  benefits  in 
earnings  per  share? 


High  time 


By  Michael  Ozanian 


For  a  little  more  than  two  years 
the  dollar  has  been  falling,  but  the 
benefits  still  aren't  apparent  at  all  the 
U.S.  multinationals.  In  theory,  U.S. 


exporters  do  better  when  the  dollar  is 
down  since  their  products  are  more 
competitive  with  products  from 
countries  with  expensive  currencies. 
Also,  a  weak  dollar  means  that  the 
yen  and  mark  profits  of  foreign  sub- 


sidiaries get  translated  into  more  da 
lars  on  the  parent's  income  statcmei 
back  in  the  U.S. 

Some  companies  are  already  ben 
fiting,  but  1987  may  be  the  year  whe 
gains  from  the  weak  dollar  real 
show  through,  says  Stephen  Leeb  ed 
tor  of  the  Jersey  City,  N.J. -based  fi 
vestment  Strategist  Prime  beneficiarit 
should  be  U.S. -based  companies  ma] 
ing  pharmaceuticals,  chemicals  ari 
high-tech  items. 

We  show  below  what  Wall  Strei 
analysts  are  projecting  for  multin 
tionals  in  1987.  We  confined  attei 
tion  to  firms  that  derive  at  least  30" 
of  revenues  from  foreign  operation 
Among  those,  we  looked  for  comp 
nies  expected  to  show  the  sharpe 
earnings  gains  for  1987,  according  i 
the  Institutional  Brokers  Estima 
System.  We  excluded  banks  becau: 
of  the  uncertainty  over  foreign  loan. 

Eastman  Kodak,  for  exampl 
stands  to  do  much  better  this  yea 
Brenda  Lee  Landry,  a  Morgan  Stank 
analyst,  says  Kodak  could  earn  $5 
share  in  1987.  "They  finally  haN 
their  house  in  order,  upper  manag< 
ment  is  strong,  and  they  have  the  cui 
rency  ball  in  their  court,"  she  says. 


Dollar  bets 


These  companies  do  at  least  30%  of  their  sales  abroad.  A  cheaper  dollar  should  boost  their  profits. 


-Earnings  per  share- 


-P/E- 


-Sales- 


latest 

1987 

%  change 

1987 

1986 

% 

Company /business 

Price 

12  months 

est 

1986-87 

recent 

est 

($mil) 

foreign 

Gillette/personal  care  products 

59V* 

$0.25 

$3.52 

NM 

NM 

16.8 

$2,818 

61% 

Eastman  Kodak/photo  prods,  chemicals 

76% 

1.66 

4.51 

1 72% 

46.0 

16.9 

11,550 

40 

lohnson  &  Johnson/health  care  products 

&m 

1.85 

4.56 

146 

47.8 

19.4 

7,003 

43 

Black  &  Decker/power  tools 

19% 

046 

0.97 

98 

42.1 

20.0 

1,791 

44 

Digital  Equipment/computers 

167'/2 

6.52 

7.95 

65 

25.7 

21.1 

7,590 

42 

Motorola/semiconductors 

50% 

1.53 

2.24 

46 

33.3 

22.7 

5,888 

38 

Amer  Intl  Group/insurance 

78'/4 

3.49 

5.61 

40 

22.4 

13.9 

8,876 

34 

Dow  Chemical/chemicals 

80' 2 

3.87 

4.68 

21 

20.8 

17.2 

11,113 

54  I 

Hewlett-Packard/precision  instruments 

55  Vs 

2.04 

2.44 

21 

27.0 

22.6 

7,102 

46 

Merck/drugs 

159 

4.85 

5.81 

20 

32.8 

27.4 

4,100 

49 

American  Cyanamid/drugs  &  chemicals 

94 1 4 

4.36 

5.22 

20 

21.6 

18.1 

3,816 

34 

Schering-Plough/drugs 

95  Va 

4.34 

5.14 

18 

21.9 

18.5 

2,400 

42 

Colgate-Palmolive/personal  care  products 

467/s 

2.52 

2.91 

15 

18.6 

16.1 

4,985 

54 

NCR/computers 

65 

3.42 

3.93 

15 

19. Q 

16.5 

4,882 

44  | 

IBM/computers 

138% 

7.81 

8.96 

15 

17.8 

15.5 

5  1,250 

51 

Eli  Lilly/drugs 

97>4 

4.01 

4.57 

14 

24.3 

21.3 

3,720 

35 

FW  Woolworth/retail 

465/s 

3.11 

3.77 

14 

15.0 

12.4 

6,501 

40 

Minnesota  Mng  &  Mfg/specialty  chems 

125'/4 

6.80 

7.70 

13 

18.4 

16.3 

8,602 

39 

Pfizer/drugs 

72% 

3.90 

4.39 

13 

18.6 

16.5 

4,476 

45 

Sterling  Drug/drugs  &  household  prods 

53 '/s 

2.91 

3.24 

11 

18.3 

16.4 

1,990 

39 

NM:  Not  meaningful 


Sources  The  Institutional  Brokers  Estimate  System  (1BES),  a  service  of  Lynch,  Jones  &  Ryan 
via  Micro  Scan  Data  on  diskette  from  l  otus  Information  Services,  Fokhes. 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


February  13,  1987 


#335,000,000 

Amstar  Corporation 

11%%  Senior  Subordinated  Notes  due  1997 


Price  100% 

(Plus  accrued  interest,  if  any,  from  date  of  original  issuance.) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch  Capital  Markets 


#681,000,000 

Amstar  Holdings  Corporation 


A  corporation  formed  by  Merrill  Lynch  Capital 
Partners,  Inc.  and  senior  members  of 
management  has  acquired  through 
a  leveraged  buyout 


Amstar  Holdings,  Inc. 


We  initiated  this  transaction, 
negotiated  the  terms  of  the  acquisition, 
arranged  the  financing,  and.  through  Merrill  Lynch  Capital 
Partners,  Inc.,  its  Capital  Appreciation  Fund  I  and  affiliated 
partnerships,  participated  as  lender  and  ivere  the  principal  equity  investor 


Merrill  Lynch  Capital  Markets 


The  Funds 


■ 


The  sharp-eyed  fellows  at  Mutual  Shares 
are  poking  at  the  portfolio  of  an  Ivan 
Boesky  fund  based  in  London. 

Distressed 
merchandise 


By  Richard  P  ha  Ion 


Is  there  money  to  be  made  out  of 
the  debris  of  Ivan  Boesky's  shat- 
tered arbitrage  empire?  Michael 
Price,  president  of  Mutual  Shares 
Corp.,  thinks  so  and  has  staked  a  chunk 
of  the  fund's  cash  on  the  prospect. 

Price's  target  is  Cambrian  &  Gener- 
al Securities,  an  obscure  but  shrewdly 
structured  closed-end  investment 
trust  listed  on  the  London  Exchange. 
Controlling  stockholder  Boesky 
seized  on  Cambrian  back  in  1982  as  a 
way  of  converting  some  of  his  short- 
term  arbitrage  gains  into  tax-shel- 
tered long-term  profits  (Forbes,  Aug. 
27,  1984). 

A  fat  little  piggy  bank.  At  the  close 
of  last  year,  70%  of  Cambrian's  £111 
million  net  assets  ($176  million  at 
current  rates)  was  in  such  familiar 
names  as  Warner  Communications, 
Associated  Dry  Goods,  Time  Inc.  and 
Eastman  Kodak.  Mutual  Shares  and 
its  sister  funds  (Mutual  Qualified  In- 
come and  Mutual  Beacon)  have  a  dou- 
ble parlay  going  for  them.  Cambrian's 
assets  appear  to  be  considerably  un- 
derstated. Further,  Price  has  been 
buying  into  the  trust  at  a  nice  dis- 
count. Price  won't  put  specific  num- 
bers on  what  he  has  been  paying  for 
Cambrian — a  sign  that  he  wants  to 
buy  more — but  he  says  he's  doing  bet- 
ter than  the  25%-or-so  markdown  at 
which  loss-ridden  trusts  have  been 
trading  in  London.  Cambrian  has 
been  suspended  from  trading  pending 
resolution  of  its  Boesky  problems,  but 
it  had  been  selling  at  a  29%  discount. 
Price  started  nibbling  at  the  trust  in 
late  November,  a  few  weeks  after  the 
Boesky  case  exploded,  and  has  since 


built  his  funds'  position  to  just  under 
9%  of  Cambrian's  ordinary  shares  and 
2%  of  its  capital  shares.  (The  capital 
shares  are  more  leveraged  than  the 
ordinary  shares  and,  in  a  liquidation, 
have  more  voting  power.) 

Price  clearly  would  like  to  get  his 
funds'  hands  on  the  12.6%  of  ordinary 


Michael  Price  of  Mutual  Shares  Corp. 
A  major  voice  in  a  liquidation? 

and  54.6%  of  capital  shares  outstand- 
ing that  Boesky  surrendered  last  fall 
as  part  of  his  $100  million  settlement 
with  the  U.S.  government.  Purchase 
of  that  stock  from  the  U.S.  govern- 
ment's escrow  agent  would  make  the 
Mutual  group  Cambrian's  single  big- 
gest holder,  and  presumably  give 
Price  a  major  voice  in  what  could  be  a 
very  profitable  liquidation. 
As  Price  notes,  the  asset  side  of  his 


Boesky  play  is  easy  enough  to  woi 
out.  The  uncertainties  are  on  the  \ 
ability  side.  Though  Boesky  himself 
out  of  the  picture,  Cambrian  is  a  d 
fendant  in  three  private  damage  sui 
by  investors  who  claim  to  have  bee 
blindsided  by  his  inside  arbitraj 
scams.  Cambrian,  under  new  managj 
ment,  has  already  written  off  a  subsi 
lary's  $20  million  investment  in  Bo 
sky's  major  partnership  and  is  vulne 
able  to  what  could  be  an  even  bigg; 
hit  on  the  lawsuits.  "It  is  very  hard 
say  what  the  liabilities  are,"  noti 
Price.  "The  risks  are  substantial." 

Price,  35,  has  spent  the  last  doze 
years  learning  his  trade  from  M; 
Heine,  the  76-year-old  chairman 
the  Mutual  group  (Forbes,  June  I 
1986).  The  focus  on  hard-to-value  a 
sets,  including  securities  of  bankrup 
and  firms  in  liquidation,  has  product 
superior  investment  results,  an  ave 
age  22%  a  year  over  the  ten  years 
Feb.  28,  vs.  the  market's  16. 5"; 
Heine's  long-established  strategy  w 
to  buy  assets  at  50  cents  on  the  doll 
and  hang  on  for  a  profitable  workot 
As  their  success  has  brought  mon 
pouring  in,  the  funds  increasingly  a 
taking  positions  of  a  size  that  wi 
give  them  some  say  in  the  way 
workout  unfolds. 

Currently  they  own  one-third 
Storage  Technology  debt,  a  $200  m 
lion-plus  investment  in  a  bankrupt 
that  Price  hopes  will  wind  up  in 
profitable  flurry  of  cash  and  securiti 
later  this  year.  There  is  a  $40  milli' 
investment  in  last  year's  R.H.  Ma 
leveraged  buyout  that  amounts 
about  12%  of  the  retailer's  equii 
There  is  a  $90  million  investme 
that  makes  the  funds  the  second-b 
gest  investor  in  Lonrho,  the  old  Lc 
don  Rhodesian  Trust,  and  one  of  Br 
ain's  richest  conglomerates. 

The  funds  are  making  what  Pri 
calls  "big  bets,"  partly  because  th 
rapid  growth  has  given  him  so  mu 
capital  to  move  and,  partly,  becausi 
runaway  stock  market  has  ma 
small,  overlooked  values  difficult 
find.  Mutual  Shares  is  about  22% 
cash,  20%  in  liquidations  and  bar 
ruptcies,  40%  to  45%  in  U.S.  co 
mon  stocks  and  about  8%  in  Londc 

"If  I've  done  my  homework  and  t 
discount  looks  right,  there  is  no  ser 
in  making  a  $10  million  investme 
We've  got  the  cash,  and  we'll  go  ar 
where  from  $30  million  to  $100  rr 
lion,"  says  Price.  Our  advice  to  inv 
tors:  Don't  be  selling  what  Price 
buying.  ■ 
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£)  1987  New  England  Mutual  Life  Insurance  Company.  Boston.  MA 


INTERESTED  IN  A  GROWTH  FUND  THAT'S  RACED 

AHEAD  636%  IN  10  YEARS? 

Come  to  The  New  England  and  the 
New  England  Growth  Fund. 

As  with  any  investment,  a  growth  fund  ulti- 
mately is  judged  by  how  well  it  performs.  That 
said,  we  invite  you  to  examine  the  New  England 
Growth  Fund. 

If  you  had  invested  in  the  Fund  in  1976, 
your  investment  today  would  have  grown  636%? 
No  wonder  it's  rated  in  the  top  five  percent  of 
all  mutual  funds  by  Lipper  Analytical  Services 
and  was  included  on  the  Forbes  Honor  Roll  of 
mutual  funds  in  1986. 

The  New  England  Growth  Fund  is  distrib- 
uted through  New  England  Securities.  New 
England  Securities  is  a  financial  partner  of 
The  New  England,  which  has  over  $34  billion 
in  assets  under  management. 

For  a  free  prospectus  containing  more  com- 
plete information,  call  1-800-222-2725  Ext.  183. 
Read  it  carefully  before  you  invest. 


The  New  England 

Your  Financial  Partner 


"Source  Lipper  Analytical  Services.  Inc  is  an  independent  service  which  monitors  the 
performance  of  over  1,100  mutual  funds  The  return  is  for  a  10  year  period  ending  12/31/86. 

Total  return  forthe  Fund  includes  change  in  share  price  and  reinvestment  of  dividends  and 
capital  gains.  After  deduction  of  the  Fund's  maximum  sales  charge  of  6.5%,  the  total  retuin  for 
the  10  year  period  would  have  been  588%  This  updates  the  Fund's  statement  of  additional 
information  Market  conditions  fluctuated  during  the  period,  but  were  generally  positive. 
Past  performance  is  no  guarantee  of  future  results. 

The  Forbes  Honor  Roll  includes  mutual  funds  that  earn  a  B  performance  rating  or  better  on  a 
scale  of  A+  to  F.  in  both  bull  or  bear  markets  and  prove  excellent  long  term  performance  over 
9%  years. 


ADVERTISEMENT 


Dealerscope  Merchandising  Products  of  the  Mont 


Nintendo  Debuts  Family  Video 
Entertainment  System 

Nintendo  is  the  first  video  entertain- 
ment system  that's  really  designed  for 
the  whole  family.  That's  because  it's 
the  only  video  system  that  has  R.O.B  - 
the  world's  first  Robotic  Operating 
Buddy,  and  Zapper  -  the  amazing 
light-sensing  video  gun.  And  because 
Nintendo's  wide-ranging  software  can 
be  played  at  many  different  levels,  it's 
the  one  entertainment  system  that's 
both  simple  and  sophisticated  enough 
to  challenge  the  abilities  of  everyone  in 


your  family.  For  more  information  on 
Nintendo's  Family  Video  Entertain- 
ment System,  contact  your  nearest 
Nintendo  dealer. 


Maxon  Systems,  Inc.  Introduces 
New  RD-3 
Radar 
Detector 


Maxon  Systems,  Inc.'s  Model  RD-3  dual 
conversion  superheterodyne  radar  de- 
tector verifies  X  and  K  band  radar  sur- 
veillance and  alerts  the  driver  in  Vs 
second.  The  unit  replaces  Maxon's  pop- 
ular Model  RD-1,  and  utilizes  the  same 
proven  circuitry.  The  new  RD-3  has  the 
same  suggested  retail  price  of  $119.95. 
The  new  radar  detector  is  packed  in  a 
bright,  full-color  display  carton,  and 
comes  complete  with  a  rugged  spring 
visor  clip,  hook  and  loop  fasteners  for 
dash  mounting,  cigarette  lighter  power 
plug,  and  a  seven  foot  power  cord.  For 
more  information,  call  or  write  Maxon 
Systems,  Inc.,  10920  Ambassador  Dr., 
Kansas  City,  MO  64153  (816)  891- 
1093. 

DATA  SPEC  Introduces  Power 
Control  Unit 


DATA  SPEC,  a  prominent  manufac- 
turer of  computer  accessories,  has  re- 
cently introduced  a  multi-functional 
power  control  product.  The  unit,  re- 
ferred to  as  the  PC1025,  incorporates 
surge  suppression,  an  A/B  data  switch, 
a  digital  LED  clock,  a  static  discharge 
plate,  and  individual  switching  capa- 
bilities for  up  to  five  components.  For 
more  information,  write  to  DATA 
SPEC  at  20120  Plummer  St.,  Chat- 
sworth,  CA  91311. 


SKC's  SG 
Videocassettes  for 
Outstanding 
Performance  Plus 
Outstanding  Value 


SKC's  SG  videotape  has  a  worldwide 
reputation  for  great  performance  -  fea- 
turing vibrant  color,  superb  sound  and 
the  durability  to  use  over  and  over 
again.  It's  even  earned  the  Good  Hou- 
sekeeping Seal.  And  since  SKC  is  al- 
ways value-priced,  it  may  just  be  the 
best  videotape  value  on  the  market. 
The  proof  is  waiting  at  your  SKC 
dealer! 


The 

Travelfax 
Facsimile 
Machine 
From 

Northwestern 
Bell  Phones 


Perfect  for  salespeople  and  busy  exec- 
utives, the  Travel  Fax  sends  printed 
materials  fast  and  inexpensively  from 
just  about  anywhere.  Truly  portable, 
(only  8  lbs. ),  it's  capable  of  operating  on 
most  any  telephone  and  communicat- 
ing with  all  G2  and  G3  machines  that 
are  G2  compatible.  Includes  recharga- 
ble  battery,  AC  adaptor/battery 
charger  and  black  carrying  case.  For 
more  information  on  Travel  Fax,  call 
Jack  Ciesemier  at  800-822-1000. 


Dealerscope 
Merchandising 


Telequest's 
Cordless 
Solo  Phone 

Solo  is  the  cordless 
phone  that  goes 
places  other  phones 
can't.  Simply  plug 
its  base  station  into 
any  phone  outlet 
within  850  to  1,000 
feet  of  where  the 
Solo  phone  is  placed 
The  handset  with  its 
sleek  charging  stand 
needs  no  phone  outlet  and  is  comp 
enough  to  fit  anywhere.  The  Solo  f 
tures  the  new  46/49  MCz  frequer 
dual-tone  security  code,  low  batfi 
alert  LED,  mute  button,  hide-aw 
antenna,  pressure-sensitive  hookswit 
electronic  ringer,  tone  dial,  and 
AC  adaptor  to  power  the  charg 
stand.  Suggested  retail  price 
$115.95.  For  more  information  wi 
Telequest  at  7740  Kenamar  CT.,  &\ 
Diego,  CA  92121. 

Coastar  Presents  New 
Audiocassette  Organizers 

The  "Sound  Organizers"  are  porta 
carriers  for  audiocassettes.  The  q 
settes  are  locked  into  position  ir 
"Stay-Loc  Cushion"  for  no  rattle 
damaging  movement.  The  "Red  . 
cent"  line  features  six  colors:  black  w 
red  accent,  grey  with  red  accent,  p 
blue  with  white  trim,  lavender  wi 
lavender  and  yellow  trim,  pale  pi 
with  pink  trim  and  bright  red  with 
trim.  The  organizers  are  available 
carriers  of  12  and  24  cassettes,  s 
gested  list  $15.95  and  $24.95  resj 
tively.  For  more  details,  call  or  wr 
Coast  Manufacturing  Company  lr\ 
118  Pearl  St.,  Mt.  Vernon,  NY  105J 
800-221-8748. 
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Capital  Markets 


MONEY  &  INVESTMENTS 

A  muni  prospectus  is  more  than  a 
lawyer's  ritual.  It  is  serious  business. 

REQUIRED  READING 


By  Ben  Weberman 


Billions  of  dollars  of  new  municipal 
bonds  are  absorbed  each  week.  How 
many  of  the  buyers  have  done  their 
homework?  Far  too  few,  I'll  wager. 
\  The  homework  in  question  is  that 
!  ponderous  tome,  the  offering  state- 
ment. A  tome  it  is,  too;  the  state- 
I  ment  can  run  to  hundreds  of  pages, 
i  Not  surprising,  then,  that  many  in- 
vestors don't  read  it.  They're  really 
missing  something. 

Worse,  the  registered  representa- 
tive peddling  the  bonds  probably 
hasn't  read  the  prospectus,  either. 
The  public  is  ill  served  by  the  mu- 
;  nicipal  bond  industry.  Too  many 
!  salespersons  have  only  the  vaguest 

•  notion  of  the  merits  and  shortcom- 
j  ings  of  what  they  sell. 

And  worst  of  all,  the  prospectus 
usually  isn't  even  available  when 
the  order  for  a  muni  bond  is  being 
solicited.  For  a  corporate  stock  or 
:<  bond  offering,  that  deficiency  would 
I  be  cause  for  prompt  retribution 
f  from  the  SEC.  Municipal  bonds, 

•  however,  are  in  a  no-man's-land  un- 
der the  securities  laws.  They  aren't 
subject  to  the  registration  require- 

.  ments  of  the  Securities  Act  of  1933, 
which  sets  strict  rules  for  disclosure 
and  distribution. 
Muni  trading  is,  however,  subject 


Ben  Weberman  is  a  senior  editor  of  Forbes 
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to  the  SEC's  antifraud  rules,  and  as  a 
result  a  misleading  muni  prospec- 
tus can  give  rise  to  lawsuits  against 
the  underwriter.  (Some  quibblers 
insist  that  a  muni  circular  must  be 
called  an  "official  statement,"  not  a 
prospectus,  since  it  is  not  regis- 
tered. But  prospectuses  have  been 
around  since  1765,  a  lot  longer  than 
registration  rules.) 

Individual  investors  find  it  very 
difficult  to  separate  good  issues 
from  questionable  ones.  The  final 
prospectus  can  be  printed  long  after 
an  offering  has  been  completed,  and 
the  preliminary  copy  has  blanks  for 
key  data  and  issue  structure. 

Another  problem,  noted  by  How- 
ard Sitzer  at  Thomson  McKinnon: 
Prospectuses  for  issues  that  are 
backed  by  insurance  frequently  pro- 
vide little  information  about  the 
borrower's  credit  standing  and  the 
economics  of  the  project — as  if  the 
insurance  were  always  going  to  be 
so  solid  that  the  investor  could  ig- 
nore this  key  point. 

When  available,  the  data  are  fre- 
quently ignored  by  those  in  the 
trade — partly  because  of  the  ab- 
sence of  analytical  skills  on  the  part 
of  many  in  the  market  and  partly 
because  of  laziness.  One  of  the  most 
common  expressions  I  hear  is  that 
"this  issue  is  good."  Ask  why  and 
there  is  no  response  other  than  "My 
analyst  says  so."  Traders  talk  that 
way  to  each  other,  and  salesmen 
address  customers  with  the  same 
double-talk. 

So  read  the  prospectus  yourself, 
especially  when  buying  revenue 
bonds  backed  only  with  the  reve- 
nues from  some  project  (such  as  a 
hospital  or  electric  plant),  fames 
Reilly,  head  of  municipal  research 
at  Ryan,  Beck  &.  Co.,  a  muni  bond 


house  based  in  West  Orange,  N.J., 
says  that  pros  look  for  such  things 
as  these: 

•  Ample  debt  service  coverage, 
which  is  the  ratio  of  operating  cash 
flow  to  debt  service. 

•  Protections  against  additional 
debt.  You  don't  want  the  revenue 
stream  diverted  to  cover  later  debt 
issues. 

•  Stability  of  bond  counsel.  If  it's 
not  the  usual  firm  for  this  issuer, 
there  is  some  risk  that  the  usual 
firm  had  doubts  about  the  taxability 
and  the  issuer  had  to  shop  around 
for  an  opinion. 

•  Favorable  call  features.  Any 
long-term  bond  callable  in  less  than 
ten  years  should  compensate  the  in- 
vestor with  an  above-normal  yield. 
Watch  out  for  provisions  that  allow 
the  issuer  to  call  the  bond  if  it  can't 
invest  proceeds  the  way  it  wants. 
Often  this  excuse  enables  the  issuer 
to  back  out  of  a  high  coupon  when 
interest  rates  fall. 

•  Good  economics.  Does  the  proj- 
ect make  business  sense?  Is  a  large 
fraction  of  the  revenue  coming  from 
one  customer? 

Muni  bonds  can  and  do  go  sour.  A 
retirement  home  to  be  financed  by  a 
$33  million  1981  issue  from  the 
Philadelphia  Authority  for  Industri- 
al Development  is  in  receivership. 
The  bonds  are  in  default  and  worth 
about  40  cents  on  the  dollar.  A 
pending  lawsuit  alleges  that  the 
prospectus  painted  a  misleadingly 
rosy  picture  of  occupancy  rates  and 
marketing  efforts.  That  may  be 
true,  but  I'll  bet  a  large  part  of  the 
problem  is  that  the  buyers  didn't 
even  read  the  prospectus.  Similar 
suits  are  pending  over  the  WPPSS 
Projects  4  and  5  defaults. 

Reilly  says  that  the  problem  of 
adequate  information  is  rendered  all 
the  greater  in  an  era  of  ever  more 
complicated  bond  features:  drop- 
lock bonds,  variable-rate  bonds  and 
bonds  the  buyer  can  put  back  to  the 
issuer.  Drop-locks,  by  the  way,  are 
bonds  with  a  floating  interest  rate 
that  the  issuer  can  convert  to  fixed- 
rate  bonds  after  a  sharp  drop  in  in- 
terest rates. 

If  you're  intimidated  by  the  work 
of  analyzing  munis — or  if  you  have 
less  than  $100,000  to  invest— the 
best  solution  may  be  a  no-load  bond 
fund  with  light  annual  management 
expenses,  such  as  those  from  Drey- 
fus, Fidelity,  T.  Rowe  Price  and 
Vanguard.  The  Forbes  annual  fund 
survey  in  September  should  help 
you  pick.  ■ 
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MONEY  &  INVESTMENTS 

Are  you  a  nervous  wreck  because  you 
think  stocks  are  at  scary  levels?  If  so,  its  a 
good  sign  that  the  bull  market  isnt  over. 

NOT  YET, 
NOT  YET 


By  Susan  Lee 


As  a  reader  points  out  to  me,  the 
trick  now  would  be  to  call  the  end 
of  the  bull  market.  Okay.  The  end 
will  come  on  Dec.  1,  1988.  No  kid- 
ding. The  date  may  be  off  by  a 
month  or  two,  but  the  big  money  is 
pretty  much  unanimous  that  this 
tough  old  bull  will  not  expire  until 
after  the  presidential  election  in 
November  1988.  There  probably 
will  be  a  fairly  hard  correction 
sometime  this  year,  but  it  won't  be 
the  real  thing.  Before  this  powerful 
bull  market  finally  ends,  the  Dow 
could  go  to  3000. 

Money  runners  are  also  pretty 
much  unanimous  on  why  the  bull 
has  at  least  20  months  to  run — 
there's  lots  of  liquidity  out  there 
and  not  much  danger  the  Fed  will 
tighten  the  money  supply,  especial- 
ly not  while  the  presidential  elec- 
tion campaign  gets  under  way.  In 
fact,  some  money  movers  are  ex- 
pecting more  liquidity. 

Ben  Fischer  of  Republic  Bank  Dal- 
las points  out  that  the  traditional 
end  to  a  bull  market  comes  when 
monetary  policy  turns  tight,  and  the 
classic  sign  of  that  is  an  inverted 
yield  curve  when  short  rates  rise 
above  long. 

A  second  reason  for  optimism  is 


Susan  Lee  is  a  senior  editor  of  Forbes 
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the  absence  of  the  bull  market  psy- 
chology that  generally  indicates  the 
market  is  near  a  top.  There  are,  in- 
stead, lots  of  skeptics  and  pessi- 
mists out  there.  Joel  Leff  of  Forst- 
man,  Leff  says:  "We  are  not  in  a 
frenzy,  and  our  clients  are  nervous 
wrecks.  When  you  have  people  say- 
ing they  know  why  the  market  is 
going  up,  the  end  is  near,  and  we  are 
nowhere  close  to  that."  Indeed, 
even  the  most  bullish  money  run- 
ners I  talked  to  were  taking  bits  of 
money  out  of  the  market. 

Not  that  money  movers  don't 
hedge  their  predictions  with  unpre- 
dictables  that  could  skewer  the 
bull.  On  everybody's  list  was  the 
danger  of  a  major  bank  failure,  an 
FSLIC  debt  debacle,  a  runup  in  oil 
and  the  public  perception  that  Rea- 
gan is  senile. 

But  perhaps  the  most  likely — and 
most  frightening — imponderable 
would  be  a  crash  in  the  Japanese 
market.  That,  money  movers  feel, 
would  be  an  unmistakable  signal 
that  the  worldwide  liquidity  that 
has  fueled  world  markets  is  drying 
up.  Charles  Booth  of  the  Bank  of 
New  York  says:  "The  Japanese  mar- 
ket stands  as  a  symbol  and  reality  of 
financial  asset  inflation  caused  by 
excess  liquidity."  But  he  thinks  a 
Japanese  crash  won't  happen  any 
time  soon. 

Orson  Munn  of  Orson  Munn  &. 
Co.  disagrees.  He  thinks  "the  Japa- 
nese are  looking  at  a  recession  with 
a  capital  R,  at  which  point  Nippon 
Telegraph  &  Telephone — currently 
trading  at  253  times  earnings — be- 
comes like  the  South  Sea  Bubble." 
Which  makes  Munn  a  dissenter 
from  the  idea  that  the  bull  market 
still  has  a  couple  of  years  to  go.  A 
fairly  lonely  dissenter,  however. 


How  are  money  managers  posi 
tioning  themselves  for  these  lat€ 
stages  of  a  bull  market  they  think 
still  has  a  good  way  to  go?  Not  the 
old-fashioned  way.  As  Leff  points 
out,  "We  have  passed  the  Graham 
and  Dodd  school  of  analysis.  Thai 
was  the  game  of  the  last  five  years, 
and  it  is  over  now.  Anyone  whe 
wants  to  use  those  kinds  of  funda- 
mentals and  techniques  will  not  be 
in  this  market." 

A  lot  of  the  pacesetters  are  getting 
out  of  chemicals  and  papers,  taking 
some  profits  in  high  techs,  and  buy- 
ing a  little  bit  of .  everything  from 
energy  stocks  to  thrifts  and  drugs. 

Booth  thinks  oil  prices  will  hold 
steady  over  the  summer,  but  then 
the  basic  trend  will  be  up.  He's  hot 
for  Amoco.  Gordon  Fines  of  IDS 
also  likes  Amoco,  along  with  Mobil 
and  Royal  Dutch.  And  Gary  Yalen 
at  Irving  Trust  is  hot  for  Mobil  and 
Kerr-McGee.  (Everybody  thinks 
Texaco  is  an  excellent  speculation, 
but  nobody  admits  to  holding  it.) 

With  money  easy  and  likely  to  get 
easier,  thrifts  seem  deliciously  at- 
tractive. Some  money  managers  are 
loading  up  on  non-California  S&Ls, 
especially  in  New  England,  like 
Warren  Five  Cents  Savings  Bank 
and  Derby  Savings  Bank.  Ben 
Fischer  is  up  for  two  California 
thrifts — CalFed  and  Ahmanson — 
and  First  Bank  System.  "They've  all 
doubled  their  dividends,"  he  says. 

As  for  drug  stocks,  the  two  big 
names  are  American  Cyanamid  and 
Pfizer.  Jerry  Milbank  of  Milbank 
Associates  thinks  both  will  have 
high  earnings  growth.  He  points  out 
that  American  Cyanamid  has  been 
moving  out  of  commodities,  so  that 
now  most  of  its  business  is  pharma- 
ceuticals. The  bet  on  Pfizer  is  that 
its  huge  R&D  commitment  will 
start  paying  off  this  year. 

Most  money  runners  have  a  list  of 
stocks  that  they  hope  to  pick  up  on 
the  cheap  when  the  correction 
comes.  Correction?  Yes,  the  major- 
ity expect  a  pretty  good  one  be- 
tween now  and  the  end  of  the  year. 
Most  agree  with  Edward  Babbitt  of 
Avatar  Associates,  who  thinks  it 
will  be  no  worse  than  a  15%  drop. 
(The  more  optimistic  are  hoping  for 
nothing  more  than  a  sideways  stall.) 

Overall,  the  smart  money  is  bliss- 
fully planning  on  about  two  more 
years  of  jolly  news  in  the  market 
before  the  cascade  in  1988.  But  be- 
ware: When  the  market  does  go  over 
the  cliff,  it's  going  to  fall  far  and 
fast.  ■ 
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Forbes  got  a  chuckle  out  of 

Business  Week's  latest 
circulation  jump." 

It  doesn't  even  cover 
their  arrears. 


Iimebodies  at  Business  Week  must 
|  ink  advertisers  and  their  agencies 
n't  count.  The  other  day  they 
pnounced  a  circulation  "jump  of 
i),000."  At  the  same  time,  the  latest 
ludit  Bureau  of  Circulations'  figures 
Lr  them  showed  they're  sending 
ipies  to  21,194  people  whose  sub- 
xiptions  had  expired  up  to  three 
(onths  previously. 

And  their  ad  guys  announce 
fey're  upping  their  rates  by  2%! 
ivertisers  will  continue  to  pay  to 
lach  ex-Business  Week  readers  who 
>n't  want  the  mag  anymore. 

I   That's  what  you  might  call  a 
te  increase  for  voodoo  circulation. 

And  to  get  their  wee  circulation 
imp"  BW  had  to  give  away  1 60,000 
lculators,  books,  et  al  in  the  latest 
months  submitted  to  the  Audit 
ireau,  as  well  as  lots  of  clock-radios 
nee.  More  voodoo  circulation. 

Forbes  got 
a  second  laugh 

>m  the  same  BW  announcement 
iiich  said,  "We  sell  far  fewer  short- 
;rm  subscriptions  than  Forbes."  Sure 
ley  do.  They  give  their  short  term 
inscriptions"  away!  Hundreds  of 
lousands  of  people  receive  letters 


telling  them  that  if  they  "Just  say  YES," 
they'll  receive  "4  FREE  TRIAL  issues 
of  Business  Week."  All  they  have  to  do 
is  mail  in  the  postage -paid  free  trial 
reservation  form. 

By  sending  tens  and  more  tens  of 
thousands  of  such  "free"  short-term 
"subscriptions",  they  eventually  pick 
up  some  paid  subscribers. 

But  every  Forbes  prospect  has  to 
pay  $9.75  for  sampling  8  issues  of 
Forbes.  No  "4  issues  free."  Everyone 
pays  at  least  $1.22  a  copy  to  see  if  he 
likes  Forbes.  Our  short-termers  are 
people  paying  for  Forbes.  Lots  of  theirs 
are  free  short-termers.  More  Business 
Week  voodoo. 

With  never  a  fancy  premium,  and 
never  any  copies  in  arrears,  Forbes  has 
been  able  to  increase  its  annual  sub- 
scription rate  from  $39  to  $45.  Business 
Week's  rate  has  remained  static  at 
$39.95  a  year. 

For  nearly  twice  as  many  issues, 
subscribers  still  won't  pay  them  as 
much  as  Forbes  gets.  We  get  paid  over 
five  bucks  more  for  about  half  as 
many  issues  as  Business  Week  gives. 

How  about  sales  on 
America's  newsstands? 

Never  in  the  past  three  years  has 
Business  Week  topped  Forbes'  news- 


lecking  the  latest  available  ABC  Statements,  youll  see  that  from 
nuary  1, 1984  through  June  30, 1986,  Business  Week  sold 
L 2,722  subscriptions  with  those  costly  premiums,  including 
lephones,  solar  calculators,  clocks,  cameras,  etc.  Wouldn't  that 
ike  you  question  whether  the  reason  for  the  subscription  was  the 
agazine  or  the  premium?  By  comparison,  Forbes'  only  premium  is 
idles  itself. 


stand  sales  in  America.  That's  because 
you  can't  use  voodoo  circulation  at 
the  newsstands. 

More  chuckles. 

So  what's  the  great  news  from  Business 
Week?  If  you  compare  ad  rates  and 
subscriber  studies,  you'll  discover  that 
they  reach  a  lower  quality  circulation 
at  a  higher  cost  than  Forbes.  Higher 
CPMs  too.  Business  Week  offers  no 
advertiser  incentives  that  Forbes 
doesn't  match  or  exceed.  What's  more, 
their  circulation  statements  regularly 
include  a  number  of  issues  that  fail  to 
meet  their  rate  base  in  spite  of  those 
substantial  arrears  they  carry. 

Now  they  want  advertisers  to  pay 
another  2%  in  May  on  top  of  the  5.5% 
rate  increase  that  took  effect  in 
January? 

If  the  good  folks  at  BW  have  a 
sense  of  humor,  they'll  join  us  in 
chuckling.  But  you  can't  blame  'em  for 
hoping  advertisers  and  their  agencies 
can't  add. 
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Every  bull  market  has  its  new  genius.  But 
where  are  the  geniuses  of  yesteryear? 

BULL  IN 
BULL  MARKETS 


By  Kenneth  L.  Fisher 


I  was  a  newcomer  in  the  investment 
business  at  the  time.  It  was  at  a 
three-day  American  Electronics  As- 
sociation conference,  during  a  din- 
ner contest  to  see  who  could  predict 
most  closely  the  next  day's  move  in 
the  Dow  industrials.  Hundreds  of 
folks  were  to  turn  in  cards  with 
their  name  and  forecast. 

So  I  guessed  the  Dow  would  fall 
5.39.  Then  I  noticed  the  gent  next  to 
me  jotting  down  a  35-point  plunge. 
With  the  Dow  then  around  800,  a 
35-point  drop  would  make  head- 
lines. I  asked  him  why  he  expected 
such  a  crash.  He  said  he  hadn't  the 
foggiest  idea  what  might  happen. 

Then  he  explained:  "If  you  win, 
the  crowd  will  think  you  v/ere 
lucky  to  beat  everyone  else  who 
bets  on  minor  moves.  But  if  my 
extreme  call  wins,  they'll  be  dazz- 
led." Dazzled  they  were,  because 
the  market  dropped  29  points  the 
next  day.  That  afternoon  folks  bom- 
barded the  winner  for  details  on 
how  he  had  foreseen  the  crash.  He 
obliged  them  all,  embellishing  his 
"analysis"  more  with  each  telling. 
That  night,  when  I  saw  him  alone, 
he  had  convinced  himself  that  he 
had  known  all  along,  and  became 
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indignant  as  I  reminded  him  that 
his  call  was  based  on  showmanship. 

Later,  on  a  much  larger  scale,  Joe 
Granville  seemingly  did  the  same 
thing.  Now  we  have  Robert 
Prechter.  The  media  are  full  of  him 
and  his  supposedly  brilliant  recent 
market  calls.  Fortune  recently  put 
this  sage  on  its  cover,  calling  him 
"the  champion  market  forecaster." 

Champion?  Prechter  is  noted  for 
long-term,  to-the-point  predictions 
for  the  Dow,  and  for  years  has  been 
predicting  a  straight-up  ride  to  a 
3600  peak — 3686  to  be  exact.  Last 
September  he  swerved  momentarily 
to  predict  a  brief  correction  on  the 
route  to  3686,  and  we  got  the 
swerve.  Hallelujah!  For  that,  a  mass 
of  media  mental  midgets  see  him  as 
near-immortal  rather  than  lucky. 
Yes,  Prechter's  extreme  forecasts 
have  been  closer  to  the  mark  than 
most  others'  in  recent  years.  But 
that  doesn't  mean  he's  found  the 
secret  that  has  eluded  people  for 
centuries:  how  to  predict  the  future. 
It  just  gives  him  something  in  com- 
mon with  my  former  dinner  mate. 

The  hoopla  moved  me  to  review 
Prechter's  self -published  book,  Elliot 
Wave  Principle,  which  details  his 
methods  and  those  of  his  mentor, 
R.N.  Elliot.  On  careful  reading,  it 
becomes  clear  that  Prechter's  use  of 
the  Elliot  Wave  is  internally  incon- 
sistent. He  admits  the  Elliot  Wave 
isn't  useful  for  single  stocks — only 
for  indexes — and  in  his  book  makes 
only  meager  mention  of  two  stock 
indexes  other  than  the  Dow. 

Yet,  if  you  know  how  the  Dow  is 
devised  (detailed  in  most  basic  col- 
lege investment  texts),  you  also 
know  that  the  Dow's  level  can  often 
be  more  a  function  of  stock  splits 
than  of  stock  movements.  While 


few  folks  understand  this,  the  Dov 
is  a  price-weighted  index.  After 
split,  a  "divisor"  is  adjusted  to  kec] 
the  index'  overall  level  steady,  bu 
the  stock's  weighting  is  split  alsc 
altering  future  performance.  Thi 
Dow's  structure  is  skewed  with  ev 
ery  stock  split.  To  put  it  simply 
how  well  the  Dow  does  depends  a 
much  on  how  often  its  componen 
stocks  are  split  as  it  does  on  stocl 
prices.  How  then  can  any  "scientif 
ic"  method  know  the  market's  fu 
ture  level?  Can  it  foretell  the  fre 
quency  and  timing  of  stock  splits? 

For  example,  if  the  six  Dov 
stocks  that  had  1986  splits  hadn' 
done  so  but  still  yielded  their  same 
actually  incurred,  1986  percentagi 
value  gains,  the  Dow  would  havi 
been  another  224  points,  or  15% 
higher  in  1986  than  it  was.  That's  j 
15%  boost  to  the  averages  but  not  tc 
shareholders'  purses. 

There's  more.  As  I  mentionec 
last  month,  the  Dow's  performance 
varies  vastly  from  that  of  its  under 
lying  stocks,  depending  on  how  the 
high-priced  Dow  stocks  do  in  rela 
tion  to  the  low-priced  ones.  Las' 
year,  because  the  high-priced  stock; 
beat  the  pack,  the  Dow  industria 
averages  did  almost  10%  bette: 
than  the  Dow's  underlying  stocks. 

So,  if  you  can't  predict  the  compo 
nents  and  the  splits,  as  Ellio* 
Wavers  can't  (by  their  own  admis 
sion,  since  they  ignore  individua. 
stocks),  then  you  can't  be  close  tc 
piercing  the  veil  of  the  future  ot 
precise  Dow  levels.  It  has  always 
seemed  silly  that  Wall  Street  Week 
makes  such  a  big  deal  about  its  year 
ly  Dow  guessing  contest.  The  guess- 
es and  guessers  are  absolutely  mean- 
ingless. I'm  not  against  the  Elliol 
Wave,  but  I  am  against  applying  it  tc 
the  Dow,  and  particularly  againsl 
those  who  have  made  accurate  Dow 
calls  with  methods  inappropriate  tc 
the  Dow — and  who  now  think  they 
are  more  than  just  lucky. 

And  maybe  my  argument  isn't  so 
much  with  the  Prechters  and  the 
Granvilles  as  with  the  naive  media 
people  who  hype  these  alleged  ge- 
niuses. The  important  point  is  this: 
Don't  let  yourself  be  mesmerized  by 
prophecies  and  prophets,  especially 
in  this  ebullient  1987,  where  fools 
are  making  fortunes.  Stop  worrying 
about  where  the  Dow  is  going,  and 
when,  and  keep  looking  for  stocks 
that  are  true  holds  with  underlying 
value  and  depressed  prices,  like 
these  now:  Atcor  (15),  NBI  (10),  Rogers 
(25)  and  Zenith  (24).  ■ 
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If  your  business  was  involved  with  the  arts  in  1986,  you  might  be 
eligible  for  a  windfall  in  1987.  One  of  this  years  Business  in  the  Arts 
Awards.  A  prestigious  accolade  that  carries  with  it  local  and  national 
recognition  as  well  as  a  commissioned  work  of  art. 

The  competition  is  open  to  businesses  of  any  size  that  contributed 
company  funds,  personnel,  goods  or  services  to  the  arts  in  1986. 

An  independent  panel  of  judges  representing  business,  the  arts 
and  government  will  select  the  award-winning  companies  based  on  the 
impact,  effectiveness  and  originality  of  their  project.  There  is  no  cost 
to  enter,  but  there  is  a  deadline:  May  30, 1987. 

To  nominate  your  own  business  —  or  someone  else's  —  write 
Business  Committee  for  the  Arts,  Inc.,  1775  Broadway,  Suite  510, 
New  York,  New  York  10019,  or  call  (212)  664-0600,  and  ask  for  a 
nomination  form. 

The  commissioned  work  of  art  that  comes  with  winning  would  be 
a  nice  addition  to  your  office.  The  national  and  local  recognition  would 
be  a  nice  feather  in  your  cap. 

CO 
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Stock  Trends 

MONEY  &  INVESTMENTS 

There's  lots  of  money  around,  and  no 
other  financial  game  in  town — in  any 
town.  That's  why  the  market  keeps  rising. 

MOTHBALL 
YOUR  M.B.A. 


By  Ann  C.  Brown 


The  inflation  rate  is  up.  Hooray! 
Housing  starts  are  dropping  fast. 
Whoopee!  The  balance  of  trade  is 
awful.  Terrific!  Consumer  spending 
is  weak.  Fantastic!  Oil  prices  are 
rising.  Fabulous!  Iran.  Insider  trad- 
ing. Nothing — I  mean  nothing — 
seems  to  be  able  to  knock  down 
stock  prices.  Clearly  investors  are  in 
a  "madness-of-crowds"  mode  again. 
Hang  the  fundamentals.  The  too- 
good  times  are  on  a  roll. 

There  appear  to  be  2'/s  probable 
causes  behind  the  current  market 
surge.  First,  there  is  no  other  finan- 
cial game  in  town,  including  Lon- 
dontown,  Capetown  and  all  the  ma- 
jor investing  towns  in  Europe  and 
the  Orient.  The  fall  of  the  dollar  has 
had  some  negative  effects  on  busi- 
nesses overseas,  and  the  fear  of  fur- 
ther damage  has  diminished  much 
of  the  interest  in  foreign  equities.  At 
the  same  time,  prospects  of  higher 
U.S.  interest  rates  have  dampened 
enthusiasm  for  the  bond  market. 
Real  estate  continues  out  of  favor. 
So  do  precious  metals,  gems,  art  and 
other  tangible  stores  of  value. 

Second,  the  market  is  strong  be- 
cause the  Federal  Reserve's  five 
years  of  monetary  accommodation 


Ann  C.  Broum  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC.  Brown  &  Associates. 


have  provided  an  abundance  of 
money  looking  for  a  home. 

The  one-eighth  reason  for  the 
market's  recent  climb  accounts  for 
such  things  as  squeezed  short-sell- 
ers and  understocked,  overcashed 
portfolio  managers.  And  a  new  gen- 
eration of  upwardly  mobile,  first- 
time  investors  eager  to  be  where  the 
action  is. 

Any  day  now  the  January-March 
corporate  profits  will  start  trickling 
in.  There  are  going  to  be  some  nasty 
surprises.  However,  it's  entirely 
possible  that  this  Pollyanna  market 
will  overlook  this  bad  news,  too. 
Especially  since  it  is  easy  to  blame 
first-quarter  earnings  shortfalls  on 
the  great  anticipatory  buying  of 
consumer  goods  late  in  1986  as  a 
result  of  tax  reform. 

It  could  take  until  summer  for  the 
market  to  get  roundly  whacked — 
possibly  after  the  second-quarter 
earnings  come  out  and  shoot  holes 
in  the  tax-aberration  excuse.  In  the 
meantime  there  could  be  enough 
stock  buyback  programs,  LBOs  and 
heavy  takeovers  to  keep  the  aver- 
ages lively  for  several  more  weeks. 

So  what's  to  buy  in  an  illogical 
stock  market?  Logical  stocks.  Soon- 
er or  later  reason  will  return,  and 
sound  judgment  now  could  make 
money  for  you  later.  At  the  very 
least  it  could  help  you  avoid  serious 
pain  should  the  market  suddenly 
reverse  direction. 

What  are  "logical"  stocks?  They 
come  in  all  shapes  and  guises. 
Stocks  that  have  lagged  the  market 
for  no  apparent  reason.  Good  stocks 
in .  unpopular  industries.  Stocks 
whose  earnings  are  turning  around, 
such  as  Alexander  &  Alexander  (27),  a 
large  and  going-international  insur- 
ance brokerage  and  agency.  The 


costs  of  the  company's  expansior 
have  been  high,  and  recent  revenue 
from  energy  sector  customers  have 
been  low,  but  both  these  drags  or 
earnings  seem  about  over.  In  addii 
tion,  AAL  will  have  a  lower  tax  rattj 
and  a  smaller  increase  in  the  nam 
ber  of  shares  outstanding,  which 
should  help  boost  profits.  For  198/1 
the  company  is  estimated  to  earrj 
$2.70  per  share.  Next  year  $3.40  tc 
$3.50  per  share  looks  possible.  Thfl 
stock  is  selling  at  the  low  end  of  itj 
1986  price  range  of  42  to  26.  It  coulc 
sell  closer  to  the  high  by  this  time 
next  year.  Or  sooner. 

Logical  stocks  are  also  stocks  o 
companies  whose  first-quarter  earn 
ings  comparisons  with  last  year  will 
be  flat  or  down  but  whose  full-yeai 
and  future-year  earnings  pictures 
look  bright.  Omnicom  Group  Inc.  (25 
o-t-c)  is  a  good  example.  This  ver^) 
big  advertising  agency,  the  result  oi 
last  year's  merger  of  BBDO,  Doyle 
Dane  Bernbach  and  Needharr 
Harper,  is  getting  its  newly  consoli 
dated  act  together.  First-quarter  re 
suits  could  still  show  the  adverse 
effects  of  restructuring.  However: 
lower  expenses  and  taxes  should  enj 
able  OMCM  to  earn  around  $1.5C 
per  share  this  year  and  $2  in  1988. 

Lockheed  (5 1 )  is  a  logical  choice  foi 
people  who  are  convinced  the  de 
fense  business  is  here  to  stay,  de 
spite  the  recent  Soviet  rapprochei 
ment  effort.  LK  is  selling  at  a  multii 
pie  below  the  industry  average  and 
more  important,  below  its  own  his' 
toric  average  P/E  ratio.  This  year  the 
company  is  estimated  to  have  eanu 
ings  per  share  of  $7.10  and  next  yeai 
could  earn  close  to  $8  per  share.  At 
7  and  6  times  earnings,  respectively) 
the  rewards  would  seem  to  outJ 
weigh  the  risks. 

A  lot  of  money  has  been  made  b)| 
investing  in  logical  speculations] 
Here  are  two  worth  considering; 
Reeves  Communications  (12)  is  the 
company  behind  Kate  &  Allie  anq 
Gimme  A  Break,  a  couple  of  successi 
ful  telly  sitcoms.  RVCC  has  several 
promising  new  shows  in  produc- 
tion, and,  if  they  hit,  syndication 
could  be  very  profitable. 

While  direct  investment  in  real 
estate  flounders,  real  estate  stocks 
should  do  very  well  in  the  aftermath 
of  tax  reform.  Particularly  attractive 
is  Koger  Properties  (31)  with  its  near- 
ly 8.5%  yield — a  big  chunk  of  which 
is  protected  from  taxes.  The  stock 
could  sell  for  over  $40  per  share 
once  investors  catch  on  to  this  in- 
triguing inflation  hedge.  ■ 
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"Music  of  a  new  life." 


e  rewards  of  being  a  piano 
her  escalated  when,  working 
her  first  mentally  retarded 
1,  Janet  Helin  found  that 
nc  was  more  powerful  than 
is.  Returning  to  school,  she 
ed  a  Ph.D.  in  Music  Therapy 


and  embarked  on  a  new  life  working 
with  the  retarded.  For  Janet  Helin  of 
San  Francisco,  music  is  the  therapy  of  a 
new  lifetime.  New  lifetimes  are  lived  with 
Modern  Maturity,  the  magazine  of  mature 
America.  Modern  Maturity's  circulation 
right  now  is  an  incredible  15.8  million  and 


leaps  all  the  way  to  16.7  in  August. 
For  mature  America,  this  is  the 
life  of  their  time,  the  time  of  their 
life,  and  they  live  it  with  Modern 
Maturity  For  information  on  ad- 
vertising to  mature  America,  call 
Peter  Hanson  at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


Insights 


MONEY  &  INVESTMENTS 


As  joggers  become  walkers,  they  face  an 
other  threat  to  their  physical  well-being. 

FIRST  YOU 
PUT  YOUR 
RIGHT  FOOT... 


By  Srully  Blotnick 


What's  new  in  exercise  for  1987? 
No  exercise. 

In  the  1970s  and  early  1980s  jog- 
ging was  the  in  way  to  stay  in  shape. 
Then,  in  the  mid-1980s  working  out 
on  Nautilus  equipment  became  all 
the  rage. 

Now  many  health-conscious  peo- 
ple reject  both  of  these  and  are  turn- 
ing instead  to  walking.  "I  hurt  my 
knee  running  in  [Manhattan's]  Cen- 
tral Park  for  years,"  Ron,  a  39-year- 
old  account  supervisor  at  an  inter- 
national ad  agency,  told  me.  "I  can't 
jog  anymore  without  wincing  from 
the  bursitis.  I  just  walk  and  try  to 
cover  pretty  much  the  same  dis- 
tances I  used  to  run." 

In  the  summer  of  1985,  for  the 
first  time  in  his  life,  Gary,  42,  a 
manager  in  the  information  sys- 
tems division  of  an  insurance  com- 
pany in  Los  Angeles,  joined  a  health 
club.  In  November  of  1986  he  tore  a 
muscle  in  his  neck  for  the  second 
time  while  using  an  upper-arm-de- 
veloping machine  and  decided 
"that's  it."  He  now  tries  to  walk 
briskly  3  to  5  miles  a  day,  and  had 
just  done  so  along  Wilshire  Boule- 
vard the  day  we  spoke. 

Srully  Blotnick  is  a  business  psy  chologist 
and  author  of  Ambitious  Men:  Their  Drives, 
Dreams  and  Delusions,  just  published  by 
Viking  Press. 


What  these  two  are  doing  hun- 
dreds of  thousands  of  others  are 
also.  In  fact,  of  more  than  880  jog- 
gers who  were  running  at  least  three 
times  a  week  when  I  surveyed  them 
early  in  1984,  more  than  half  have 
moved  to  "some  other  form  of  ex- 
ercise." A  year  ago  that  usually 
meant  anything  from  indoor  bikes 
to  swimming,  with  exercise  equip- 
ment of  one  kind  or  another  men- 
tioned by  most  of  those  who  had 
moved  on.  However,  in  1987  the 
number  using  weights  and  station- 
ary bikes  is  down  by  more  than 
27%,  while  the  proportion  who 
walk  has  increased  by  more  than 
360%  and  is  continuing  to  grow. 

But  the  walkers  are  letting  them- 
selves in  for  a  danger  of  a  different 
sort:  They  are  having  trouble  doing 
it  regularly.  That  may  seem  odd  at 
first,  since  all  walk  a  certain 
amount  each  day  for  reasons  having 
nothing  to  do  with  working  out. 
The  problem  is  that  when  I  ask 
them  how  far  they  walked  in  the 
last  few  days,  they  aren't  sure. 

The  answers  they  give  one  day 
don't  match  the  ones  they  offered 
only  24  hours  before.  That  rarely 
happens  with  jogging,  swimming, 
weight  training  or  cycling,  where 
people  not  only  remember  how 
much  they  did  but  many  go  so  far  as 
to  keep  detailed  records  of  their  dai- 
ly progress.  For  instance,  Ron  could 
tell  me  both  the  distance  and  time 
he  ran  in  Central  Park  on  any  given 
occasion,  while  Gary  could  rattle 
off  the  number  of  sets  and  repeti- 
tions he  was  doing  daily. 

But  ask  them  or  the  many  others 
who  have  made  walking  their  exer- 
cise of  choice  for  specifics  and  they 
grow  vague.  "The  longest  stroll  I 
took  yesterday  was  to  the  refrigera- 


tor," Bruce,  a  44-year-old  electron] 
ics  engineer  in  Chicago,  told  md 
That  wasn't  quite  accurate;  he  ha< 
walked  to  work  and  back  (a  distancl 
of  three-eighths  of  a  mile  each  way 
and  had  also  gone  to  the  store. 

Criticizing  joggers  for  their  eni 
thusiasm  during  the  past  10  to  1: 
years  has  been  easy.  Many  waxe< 
more  than  ecstatic  about  their  leij 
sure-time  pursuit;  they  becam 
downright  evangelical  about  itj 
Sounding  like  overzealous  gyn 
teachers,  they  would  badger  theij 
friends  and  relatives  to  join  in. 

Nevertheless,  one  can  say  thi 
about  their  almost  fanatical  ap 
proach  to  exercise:  It  does  guarante 
that  the  workout  usually  (thougl 
certainly  not  always)  gets  done, 
now  realize  that  in  the  lives  of  bus' 
people  nothing  less  than  this  kind  d 
overkill  will  get  them  to  work  ou 
on  a  regular  basis. 

Unless  they  are  involved  witl 
the  activity  emotionally,  so  mucl 
so  that  they  feel  somewhat  irritat 
ed  and  depressed  if  they  haven" 
done  it  that  day  and  the  one  be 
fore,  the  whole  thing  winds  dowi 
as  its  regularity  ceases.  Othei 
more  pressing  tasks  quietly  chev 
up  the  available  time.  And  that" 
the  trouble  with  walking:  It  ii 
harder  to  get  emotionally  involve* 
in  it  as  compared  with  other  form 
of  exercise.  For  a  growing  numbe 
of  business  people,  the  switch  ft 
walking  as  exercise  means  no  exeil 
cise  at  all.  This  jeopardizes  th| 
health  and  well-being  of  peopl 
who  probably  will  exercise  anywa 
in  a  strenuous  manner  from  tim 
to  time,  when  they  fondly  remem 
ber  how  fit  they  once  were  and  tr 
to  recreate  a  past  accomplishmerl 
without  the  high  level  of  condj 
tioning  that  made  it  possible. 

A  word  of  advice,  then,  if  you  to> 
now  feel  walking  is  the  most  apprc 
pnate  form  of  exercise  for  you:  Trt 
to  work  up  some  of  the  same  sensi 
of  perseverance  you  previously  cofl 
sidered  necessary  when  you  wen 
jogging,  swimming,  cycling  or  to 
gym  to  use  the  equipment.  Detei 
mination  isn't  easy  to  generati 
about  a  sport  this  pedestrian  (no  puj 
intended).  However,  to  get  any  val 
ue  from  it,  distances  and  times  d 
sufficient  duration  are  a  must. 

Keep  records,  be  as  diligent  an' 
proud  of  your  progress  as  you  wer 
with  more  strenuous  sports  tha 
had  more  "bragging  value,"  yet  ii 
the  end  proved  more  harmful  ti 
their  practitioners.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


Want  to  trade  something  that  will  move 
with  what's  happening  on  the  evening 
news?  Take  a  look  at  platinum. 

MORE  PRECIOUS 
THAN  GOLD 


By  Stanley  W.  Angrist 


Though  my  readers  are  perhaps 
more  interested  in  the  precious 
metals  than  I  am,  I  do  make  an 
effort  to  follow  what  they  are  doing. 
Right  now  the  only  one  that  looks 
i  even  mildly  interesting  to  me  is 
i  platinum.  The  metal  is  usually  dif- 
ficult to  trade,  and  in  recent  months 
!  it  has  become  even  more  difficult, 
with  periodic  wild  swings  in  price. 

One  of  the  factors  that  make  plat- 
inum so  problematic  to  trade  is  that 
there  are  only  three  countries  that 
produce  significant  amounts  of  the 
i  metal — South  Africa,  the  Soviet 
Union  and  Canada.  Historically, 
South  Africa  increases  its  gold  out- 
put in  order  to  maintain  its  neces- 
sary level  of  foreign  exchange  rath- 
:er  than  dump  platinum  supplies 
onto  a  much  thinner  market.  The 
1  Soviets  are  also  rather  careful  mar- 
keters of  platinum  and  are  very 
sensitive  to  how  much  metal  the 
market  can  handle  without  suffer- 
ing significant  slippage. 

Over  the  past  couple  of  years  plat- 
inum production  and  recycling  have 
:not  been  sufficient  to  meet  the 
'growing  demand.  The  deficit  was 
1100,000  ounces  in  1985  and  is  est- 
imated to  have  been  at  least  60,000 

Stanley  W  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets 


ounces  in  1986.  The  1987  decline  in 
stocks  probably  will  be  significantly 
higher  than  that,  thus  steadily  eat- 
ing into  available  platinum  supplies 
of  about  1.7  million  ounces. 

Automobile  catalysts  account  for 
31%  of  platinum  consumption,  fol- 
lowed by  jewelry  demand,  which 
reached  29%  in  1985.  Chemical, 
petrochemical,  electrical  and  vari- 
ous other  uses  account  for  31%  of 
consumption,  while  9%  is  being  ab- 
sorbed by  investors — platinum  bul- 
lion coins  are  now  being  minted  in 
several  countries. 

Aside  from  the  fundamentals  of 
supply  and  demand  as  outlined 
above,  platinum  is  subject  to  exoge- 
nous factors  that  have  nothing  to  do 


with  the  fundamentals  of  the  metal. 
World  events  of  significant  propor- 
tions could  cause  platinum  to  move 
in  price  more  than  any  of  the  endog- 
enous factors.  For  example,  if  racial 
unrest  were  to  flare  to  new  heights 
in  South  Africa,  interrupting  the 
mining  of  the  metal,  prices  probably 
would  explode  to  the  upside  again, 
as  they  did  in  the  summer  of  1986. 
Or  if  the  House  of  Saud  in  Saudi 
Arabia  were  to  collapse  or  be  top- 
pled in  a  coup,  which  in  turn  could 
threaten  the  supply  of  Saudi  crude, 
then  precious  metals  prices,  includ- 
ing platinum,  probably  would  go 
through  the  roof.  Any  of  these 
events  would  have  a  positive  effect 
on  platinum  prices.  (Remember, 
however,  these  are  what-if  situa- 
tions, not  forecasts.) 

Given  the  endogenous  and  exoge- 
nous factors  detailed  here,  how 
should  one  go  about  trading  plati- 
num? I  think  the  safest  way  would 
be  by  way  of  a  platinum/gold 
spread.  I  suggest  the  purchase  of  two 
October  platinum  contracts  (50 
ounces  each)  and  the  sale  of  one 
October  gold  contract  (100  ounces), 
with  platinum  at  a  premium  of  less 
than  $125  per  ounce.  The  margin  is 
about  $2,500,  while  the  round-turn 
commission  at  a  discount  broker 
should  be  no  more  than  $40. 1  would 
look  for  a  $100-per-ounce  profit 
($10,000  per  spread),  and  I  would 
risk  no  more  than  $25  per  ounce 
($2,500  per  spread).  ■ 


All  that  glitters  . . . 

Platinum  is  produced  in  only  three  countries,  essentially,  but  it  is  used 
the  world  over.  For  the  last  two  years  demand  has  exceeded  supply. 
This  creates  a  bullish  environment  for  speculators  in  the  metal. 

1982 

1983           1984  1985 
 (thousands  of  ounces)  

1986E 

Supply 

South  Africa 

1,960 

2,070 

2,280 

2,320 

2,350 

Canada 

120 

80 

150 

150 

145 

Others 

30 

40 

40 

40 

35 

USSR  (sales) 

380 

290 

250 

230 

280 

Total 

2,490 

2,480 

2,720 

2,740 

2,810 

Demand  by  region 

Western  Europe 

330 

330 

410 

400 

460 

Japan 

1,050 

950 

1,140 

1,230 

1,020 

North  America 

710 

720 

910 

1,010 

1,150 

Rest  of  Western  World 

230 

180 

170 

170 

190 

Western  sales  to 
communist  bloc/China 

30 

20 

30 

30 

50 

Total 

2,350 

2,200 

2,660 

2,840 

2,870 

Change  in  stocks 

140 

280 

60 

-100 

-60 

E:  Estimate. 

5 

ource  Johnson 
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Forbes  Market/ 


BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNI 

Put  Your  Future 
Under  A  Microscope 

When  you  put  the  future  of  corporate  America  under  a  microscope, 
one  dynamic  new  growth  industry  leaps  cleai  h  into  focus. 

Corporate  drug  testing.  Technology's  answer  to  one  of  America's 
most  pressing  problems:  drug  abuse  in  the  workplace. 

Laboratory  Corporation  of  America  ( LCA)  leads  the  vanguard  of  this 
revolutionary  new  industry.  Founded  to  help  corporations  improve 
employee  health,  boost  productivity  and  reduce  insurance  costs,  LCA 
oilers  a  once-in-a-lifetime  chance  to  start  your  own  business,  opening 
up  the  tremendous  financial  opportunities  ol  a  booming  new  industn 

Across  the  U.S..  qualified,  sales-oriented  applicants  are  joining 
LCA's  high-tech  business  revolution.  Your  total  expenditure  of  just 
$7,500  (only  $5,000  down)  includes  LCA's  comprehensive  Id-day 
training  program  ;n  Dallas  and  Honolulu  (hotel,  air.  ground  transfer 
and  most  meals  included). 

This  10-day  program  features  nationally-respected  experts  on 
substance  abuse  and  corporate  drug  testing,  along  with  LCA's 
computerized  market  analysis  of  your  marketing  area.  The 
expenditure  also  includes  LCA's  complete  array  of  sales  materials, 
equipments  and  ongoing  sales  support. 

The  evidence  is  clear:  corporate  drug  testing  is  the  growth 
industry  of  the  late  1980  s  and  beyond. 

Call  the  LCA  Hotline  today  .  .  .  before  the  future  passes  you  by. 


lARC^RATORY  i  qqq 

8?™J?N  553-3340 


Of  America 

P.O.  Box  165377  •  Irving,  Tx.  75016-5377  •  214-580-1717 


BE  RICH  &  FAMOUS 
EARN  $100,000+  YR. 

Join  Americas  hottest  new  music 
and  video  program  Imagine  your 
customers  buying  current 
records,  tapes  and  blank  video 
tapes  for  only  50c  (fifty  cents) 
each 

•  EXCLUSIVE  TERRITORIES  AVAILABLE 

•  FULL  PART  TIME  •  COMPLETE 
TRAINING  PROVIDED  •  OVERRIDES. 
RESIDUALS  •  WORK  FROM  YOUR 
HOME  •  NO  EXPERIENCE  REQUIRED  • 
MINIMUM  INVESTMENT  AS  LOW  AS 
$750  000 

FEDERAL 

MUSIC  &  VIDEO  CLUB.  INC 
(305)  627-8677 
Mr  Kay  —  Anytime 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

...  If  you  have  a  sound,  successful 
business  background  with  high  past 
earnings,  can  easily  and  confidently 
communicate  with  business  leaders 
and  you're  in  a  position  to  call  your  own 
shots.  Utilize  your  talents  to  the  utmost 
in  a  fast  moving,  challenging,  profes- 
sional business  We  are  seeking  only 
that  individual  who  can  relate  to  earning 
$250,000  and  more  per  year  Complete 
training  and  continuous  support  pro- 
vided We  are  a  17-year-old  interna- 
tional loan  finance  corporation  seeking 
directors  $9,800  refundable  deposit 
will  be  required  Principals  only 

Call  518-765-2016 


ftsi  15.000  BUSINESSES 
WSCT  FROM  COAST 

^Qpf  TO  COAST 

No  B'okeroge  Commission 
Inquiries  &  listings  welcome 

BUSINESS  OWNERS 
'    MULTIPLE  LISTING  SERVICE 
f*\    foil  free  800  327  9630 
VjP/  in  Flo  cdtl  800  5331663 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  free  information 

ftsntmg  Cffntor* 

23131  VERDUGO  DRIVE 
LACUNA  HILLS,  CA  92653-134?. 
CALL  1-800-854-3321 


Luxurious  Contemporary  Custom  Horn 
that  retail  for  $17.00/sq.  ft. 

Modem  technology  excellent  ctaftsmanshp,  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard  features  not  found  n  homes  selling  at  twee  the  pnee 


•  Fully  Insulated 

•  Thermo  Pan*  Window* 

•  Cathedral  Ceiling. 

•  Exterior  Dacka 


•  Quality  Construe 

•  fh a  and  VA  i 

•  Interior  Daalgn 
Flexibility 


•  Built-in  Computer  Center 
which  allows  the  home 
to  perform  many  func- 
tion* tor  the  occupant* 

EAGLE  S  NEST  HOMES  u  seating  one  dstnet  refxesentatne  to  establish  retail 

Protected  Territory  No  Real  Estate  License  Required 

Factory  Training  Investment  Secured  by  Modal  Horn* 

Unlimited  Income  Potential 

Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21000  model  ru 
Home  may  be  Itved  in  or  used  as  an  office 

Call  Mr.  Farb 
Phone  #  (404)  479-9700 
P0.  Drawer  1569.  Canton,  GA  30114-1569 


PROFESSIONAL  SERVICES 


PROFESSIONAL  SERVI 


Because  Aging  Poses  So  Many  ChalJeng 

Reliable  Personalized  Care  Management:  for  elderly  pan 
and  relatives  in  South  Florida  Liaison  with  out-of-town  fami 
Independence  and  family  counseling.  Aides  and  compani 

Corporate  Programs:  Counteract  lost  productivity  din 
older  parent  care  concerns.  Expand  your  over-50  market  si 
with  improved  customer/patient  relations,  better  targe 
products  and  services,  and  staff  development 

Rona  Bartelstone  Associates,  Inc. 

Serving  older  adults  and  their  families 

1380  Miami  Gardens  Drive,  Suite  260,  North  Miami  Beach,  Florida  3 

Call  today!  (305)  948-8998  or  Toll-free  1-800-325-1 
<Sr  dial  RBA  (722) 


FINANCIAL  SERVICES 

W  IMMEDIATE  CASH  "1 
FOR  1 
ACCOUNTS  RECEIVABLE 

NO  RED  TAPE— NO  DELAY 

TOWERS 
CREDIT  CORPORATION 

A  subsidiory  ol  TFC  Towers 
Finoncial  Corporation,  an  OTC  Compony 

200  Madison  Avenue 
New  York,  NY  10016 

212-696-0505 

Outside  New  York  State 

^   800-553-3322  u 


COMPUTER  SOFTWAF 


QUANTix  Portfolio  Eva 

3  0  Version  5  Quantitative  Va 
Models  Cash  Flow.  Diversify 
What  If  Analysis  Track  Perfor 
Commissions.  Sold  Positions 
load  Upload  Data  Multiple  Por 
IBM  Clones  S39S.  (800)  247 

5900  N.  Port  Washington 
Milwaukee.  Wisconsin  5321 


FRANCHISING 


FRANCHISE 


CAPITAL 

for  companies  with  regional,  national,  and/or 
global  market  potential  From  $500,000  to  $50 
million  Call  Mr  Anthony  at  303-442-4867 
or  Mr  Michaels  at  808-259-9674  for  prompt 
response  Or  mail  your  Business  Plan  to 
CAPITAL  INVESTMENT 
FINANCIAL  FUND  INC. 
PO  Box  623  Waimanalo,  HI  96795 


Your  Bush* 


FRANCHISE  CONSULTING  GROUP 

01  Derby  Street  H.ngham.  MAO 
In  Mass  (617)  740-2211 
Outside  Mass  1800)  358-801 1 


Forbes.  Capitalist  Tool 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


FOR  INFORMATION  C 
FORBES  MARKET/CLASS 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIE 

60  Fifth  Avenue  New  York.  N  Y 

(212)  620-2440 


REAL  ESTATE 


l£Y  WOMAN  RANCH-2,200  deeded 
I  of  incomparable  hunting  and  fishing, 
miles  southwest  of  Buffalo,  Wyoming. 
?razy  Woman  Ranch  boasts  a  Main 
1  with  six  cabins,  and  some  of  Wyo- 
-  >  finest  trout  fishing  in  Crazy  Woman 
I  which  runs  through  2  V>  miles  of  the 
rty.  The  Big  Horn  Mountains  form  a 
cular  backdrop  along  the  western  boun- 
i)f  the  nestled  ranch  setting.  The  pro- 
!  also  adjoins  the  Big  Horn  National 
I.  Contact  Exclusive  Agent  for  the 
k:  HaU  &  Hall,  Inc.,  P.O.  Box  1924, 
^s,  MT  59103  (406)  252-2155. 


LAND 

able  land  for  sale  of  all  kinds  in 
wesota  and  Wisconsin.  Lakeshore, 
(ids,  river  frontage,  resorts,  re- 
s,  cabins,  for  recreation,  invest- 
t,  retirement,  hunting/fishing,  or 
ition.  Send  $12.50  for  a  one  year 
Ticription  (Spring-Summer-Fall- 
er)  4  issues  to: 

LAND, 
P.O.  Box  10750 
Mpls.,  MN  55440 
(612)  333-5412 


j  HEAD  LAKE— BIG  FORK,  MT 
|£FRONT  ESTATE  &  ORCHARD 

1;  of  the  greatest  areas  and  best  kept 
is  of  the  country,  is  the  spectacular 
Sbr estate.  5500 sq.  ft.  home,  22  acres, 
icherry  trees,  550'  lakefront,  boat 
ji  tennis  court,  billiard  room,  complete 
Jlker  facilities.  Pristine  privacy  with 
1st  fishing,  hunting,  recreation  possi- 
i  .  Glacier  Park,  Bob  Marshall  Wil- 
|;s,  $1,500,000.  Contact  or  call  Fritz 
fRadice  Real  Estate,  Box  216,  Big 
»MT  59911  (406)  837-5884 


n  part  of  17,000  Colorado 

•s  in  the  Rockies,  gorgeous 
juntain  land.  Come  visit! 
Zall  for  color  brochure, 
-379-3263,  or  write  Forbes 
•5011  Creek  Ranch,  Box  303, 
Ft.  Garland,  CO  81133. 


TRAVEL 


:'VE  GOT  YOUR  ISLAND 
ANDS  UNLIMITED,  INC. 

Charter  Yachts,  Crewed  Or  Bareboat 
bean.  Polynesia.  Bahamas  The  Best 

Hon  Value  Available  for  discriminat- 

.istes. 

We  knew  enough  to  do  it  right 

Islands  Unlimited  Inc. 
lox  1743    Telluride,  Co.  81435 
1-800-354-8822 


t SHUNDREDSS  ON  TRAVEL! 

h  travel  club  gives  you  10-50%  off 
1  including  maior  chains,  5%  rebate 
nestic  air  flights,  car  rental  &  condo 
ints.  toll  free  reservations.  1  year 
lership  $64  95  Call  Professional 
s  Clubs  of  America,  Inc.  or  mail  fee 
eturn  address  to: 

18909  S.  Miles  Rd.  Cleve.  Oh  44128 
1-800-345-PFCA 


YACHTS 


>NATE  YOUR  BOAT 

eive  Cash  +  Tax  Savings 

bargain  sale  (o  a  charity,  our  cash 
se  +  your  income  lax  savings  give 
>ubstant:al  financial  return, 
les.  Real  Estate  &  Motor  Vehicles. 

ERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


WINE  CELLARS 


OUR 


EXCLUSIVE 
Chateau  Series  Wine  Cellars 
have  insulated  all-wood  inter- 
iors, beautifully  crafted  wood 
exteriors,  and  much  more! 

PRICE  ?...  Call  and  let  us 
surprise  you. 

AND...  learn  about  the  free 
Morrell  &  Co.  Gift  Voucher 
for  wine  of  your  choice! 


The  Michael  Andrews  Collection  of 
Controlted-Envlronment  Wine  Cellars 

WINEWARES,  INC.-  -  DEPT  E 

535-A  Madison  Av»nue.  NY,  NY  10022 

212-593-3253 

*  Morrel)  &  Co.  Affiliate 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONKT5  —  the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drionic  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Send  for 
free  information. 
Clinical  studies 
available  to  physicians 

GENERAL  MEDICAL  CO 
Dept.  FOB  4 
1935  Armacost  Ave. 

Los  Angeles.  CA  90025 


UNDERARMS 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog.  Satisfaction  Gtd 
for  20  years!  Member: 

Jewelers  Board  of  Trade 
Chamber  Commerce. 
HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville,  Kentucky,  42345 
TOLL  FREE  1-800-626-8352 


Forbes  Market/ 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


SiompJum  Stall,  £td 


BE  RECOGNIZED 

In  Boardrooms  and  Club- 
rooms;  By  having  your  com- 
pany name  or  logo  on  a 
quality  product  from 
HAMPTON  HALL  LTD. 

For  over  ten  years 
Hampton  Hall  has  been  a 
leading  supplier  of  tastefully 
designed  ties  and  other 
quality  items  to  Corporations 
and  clubs. 

Please  call  or  write  for  our 
brochure. 

(Minimum  order 
150  pieces  per  item) 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue 
New  York,  N.Y.  10001 
Suite  2000 
(212)  685-2440 

Depl  FB-3 


WINE  CELLARS 


WINE  CELLARS 


m 


WlNECELLARS-USA 

High-Quality  •  American  Made 
Lifetime  Warranty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  from  600  -  20,000  Bottles 
Standard  Features:  Wood  Construction*  Individual  Bottle  Nesting 
5  Yr  Warranty  on  Compressor*  Uniform  Temperature  &  Humid- 
ity and  Proper  Aeration*  1 20  VAC  operation-No  Special  Wiring 
.  .  _  _  Retail  YourCost 

440  Bottle  (Pictured)  $2495  $1495 

880  Bottle  Twin  Unit   4495  2795 

Earn  $  1 00  or  more  commission  on  sales  from  your  leads . 

Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

rare  wines  &  other  cellars,  we  are  licensed  wine  merchants— Call 

Olympic  Sales  Co.  Since  1947 

839S.LaBreaAve.,  Los  Angeles,  C  A  90036  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    •    We  Ship  Anywhere. 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


POWER-SAIL 

WORLD'S  FINEST 
ASCENDING  PARACHUTE.  V 

Acapulco-Nassau-Cancun 
Now  .  Tow  behind  your  boat1 
POWER-SAIL  CORP. 
P0  Box  856E.  Flemington,  NJ  08822 
1-201-782-9344  EXT  55 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  '/b"  |or 
state  widtli)  Great  Birth- 
day or  Christmas  gift 
Send  S 1 3  SO  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Oept  O 
San  Francisco.  CA  94 1  3 1        (41 SJ  58S-6100 


SHARING 


IS  CARING 


STAND-UP 
DESKS 


3819  Kondren,  Houston,  Texas  77063 
(713)975-9721 
Outside  Texas  1-800-645-2065 


Streetwalker 


Edited  by  Thomas  Jaffe 


Woodsman's  song 

In  our  experience,  First  Boston's 
levelheaded  forest  and  paper  prod- 
ucts analyst  William  Wigder  keeps 
his  enthusiasm  in  check  even  when 
he's  bullish.  So  when  Wigder  says  a 
stock  that  already  has  tripled  during 
the  last  year  is  still  cheap,  we 
take  notice.  The  stock  in  ques- 
tion is  $488  million  (sales) 
Longview  Fibre  Co.  of  Long- 
view,  Wash.  Recent  price:  65%. 

Longview  produces  every- 
thing from  linerboard  and  kraft 
paper  to  converted  products  like 
multiwall  bags  and  corrugated 
shipping  containers.  But  these 
days  its  most  profitable  product, 
Wigder  says,  is  logs.  He  expects 
margins  on  logs  for  the  fiscal 
year  that  ends  Oct.  31  to  be  just 
under  50%,  vs.  23%  in  1984. 
About  60%  of  Longview's  tim- 
ber production  last  year  was 
sold  domestically,  with  the  bal- 
ance exported  primarily  to  Ja- 
pan and  China.  Lagging  the  fall- 
ing dollar,  log  export  prices  are 

just  starting  to  rise,  so  margins   

should  continue  to  widen. 

Last  year  Longview  earned  $3.02  a 
share,  up  50%  from  1985.  This  year 
Wigder  is  looking  for  $6.40  a  share — 
and  $7.20  a  share  in  fiscal  1988.  So  the 
shares  currently  trade  for  just  nine 
times  prospective  earnings. 

There  is  an  asset  kicker  as  well. 
Longview  Fibre  owns  in  fee  487,000 
acres  of  Pacific  Northwest  timber- 
land.  This  is  carried  on  the  books  at 
$97.3  million,  but  Wigder  thinks  that 
the  real  value  is  around  $400  million, 
or  some  $36  a  share.  There  are  only 
11.1  million  over-the-counter  shares, 
insiders  own  just  1 1 .5%,  debt  is  mod- 
est, and  there  is  even  a  dividend  of 
$1.60.— T.J. 


More  power  to  'em 

Last  year  Public  Service  Co.  of  New 
I  Mexico  (1986  revenues,  $698  mil- 
lion) tried  to  reorganize  itself  into  a 
holding  company.  State  regulators 
said  no,  but  the  electric  utility  is  ap- 
pealing to  the  state  legislature  and 
Carrey  Carruthers,  New  Mexico's 
new  governor.  It  wants  to  set  up  sepa- 
rate generating  and  distributing  com- 
panies and  is  even  considering  putting 
its  distribution  system  into  a  limited 
partnership. 


Good  news,  says  Shearson  Lehman 
Brothers  analyst  Edward  Tirello  Jr.,  if 
Governor  Carruthers  and  the  state 
legislature  approve.  The  wholesale 
business  would  be  overseen  by  the 
Federal  Energy  Regulatory  Commis- 
sion, not  by  the  state.  This  would  give 
it  more  flexibility  to  sell  cheaper  pow- 
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er  in  the  marketplace  and  to  diversify. 
Meanwhile,  the  distribution  business 
could,  as  a  partnership  exempt  from 
corporate  income  tax,  distribute  more 
money  to  unit  holders. 

There  are  negatives.  PSNM's  prior 
diversification  attempts  have  been 
lackluster,  and  the  utility  will  have  to 
be  especially  creative  to  market  some 
of  the  power  from  its  surplus  generat- 
ing capacity  coming  on  stream.  Still 
and  all,  Shearson's  Tirello  says 
PSNM's  situation  reminds  him  of 
what  happened  a  couple  years  ago  in 
Arizona,  when  Tucson  Electric  Power 
spun  off  its  wholesale  business,  Ala- 
mito,  precipitating  a  furious  bidding 
war  for  Alamito.  Meanwhile,  PSNM's 
41  million  common  shares,  recently 
383/8,  yield  7.6%.— T.J. 


Playing  the  averages 

Chicago's  $45  million  (sales)  Qui- 
xote Corp.  has  been  a  classic 
mishmash  on  a  small  scale.  Among 
its  products  are  highway  crash  barri- 
ers and  shorthand  machines  for  court 
reporters. 

But  if  you  try  your  hand  at  enough 
things,  sooner  or  later  you  may  come 
up  with  a  winner — and  it  looks  as  if 
Quixote  has.  In  1979  it  formed  a  laser 


video  division  to  make  laser  disks 
the  storage  and  retrieval  of  infon 
tion.  And  then  along  came  laser-r 
compact  disks,  with  their  indcfir 
life  and  high  sound  quality.  Th 
have  taken  the  record  industry 
storm  and  sent  Quixote  spinni 
Quixote's  plant  in  Anaheim,  Ca 
started  shipping  compact  di 
early  last  year  and  is  now  r 
ning  nearly  full  out.  Last  A] 
Quixote  bought  another  pla 
in  Huntsville,  Ala.,  which 
gan  shipping  in  January. 

Alan  Bernstein  of  Oppenh 
mer  &  Co.  says  startup  costs 
the  plants  will  keep  earnii 
flat,  around  25  cents  a  share, 
the  fiscal  year  ending  June 
But  in  fiscal  1988  Bernstein 
looking  for  $1.70  a  share.  Q 
xote's    7.3    million  overt 
counter  shares,  23%  of  wh: 
'     are  held  by  insiders,  were 
cently  163/s — discounted  fri 
the  19  a  share  Japan's  Dain 
pon  Ink  &  Chemicals  Inc.  p 
for  its  6.7%  stake  in  the  com 
ny  in  early  March. 

  Bernstein  also  notes  that  Q 

xote  owns  27%  of  a  joint  venture  tl 
is  working  on  a  synthetic  substiti 
for  human  whole  blood.  That's  spe« 
lative,  of  course.  But  in  February  / 
bott  Corp.  purchased  a  5%  interest 
the  project.— T.J. 


Radio  daze 

It's  nearly  impossible  to  find  r 
sonably  priced  media  stocks,  t 
James  Pappas  thinks  he's  found  a  p 
in  Cleveland's  Malrite  Communii 
tions  Group  Inc.  and  Ithaca,  N."V1 
Park  Communications  Inc.  Pappas 
partner  in  Ridgefield,  Conn.'s  IV 
cheski/Pappas  Asset  Managemei 
notes  that  $106  million  (1986  rei 
nues)  Malrite  paid  $75.3  million  i 
Capital  Cities/ABC's  radio  stations 
Houston  and  Los  Angeles  last  ye 
and  another  $13.8  million  for  Phi 
delphia's  WTRK-FM  in  March. 

The  purchases  have  pushed  M. 
rite's  long-term  debt  to  nearly  thr 
times  shareholders'  equity.  On  repo 
ed  earnings,  Malrite  lost  67  cents 
share  last  year.  But  Pappas  estimat 
cash  flow  at  $36  million  for  1 98 
That's  $2.60  a  share,  taking  into  i 
count  Malrite's  two  classes  of  stO' 
(voting  control  is  held  by  Chairm. 
Milton  Maltz).  Pappas  thinks  the  ca 
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)w  makes  Malrite  worth  over  $20  a 
are.  Recent  price  of  the  o-t-c  traded 
mmon:  11%. 

Pappas'  other  favorite  is  $127  mil- 
>n  (sales)  Park  Communications 
c.  Park's  19  radio  stations  include 
PAT  of  Clifton,  N.J.,  which  serves 
sater  New  York  City,  and  Seattle's 
iZX.  Park  also  owns  92  small  publi- 
tions  and  7  independent  TV  sta- 
ms  in  midsize  markets  like  Bir- 
ingham,  Ala.  and  Richmond,  Va. 
lere  are  13.8  million  shares,  recent- 
selling  o-t-c  at  293/4.  Earnings  were 
t  last  year  at  $1.08  a  share.  But 
ain:  Look  at  cash  flow.  Pappas 
inks  it  will  exceed  $55  million  this 
ar,  putting  his  valuation  of  Park  at 
er  $40  a  share.  Note  that  89.3%  of 
e  shares  are  owned  by  founder  Roy 
rk,  so  the  float  is  less  than  1.5  mil- 
n  shares.  But  Park  is  76,  and  Pappas 
inks  estate  planning  may  be  anoth- 
attraction. — TJ. 


der  Beerman  bargain 

ast  summer  George  Kottler,  a  mon- 
i  ey  manager  for  Miami's  Alan  W. 
jinberg  Limited  Partnership,  called 
r  attention  to  Elder-Beerman  Stores 
irp.  (Forbes,  June 30, 1986).  Based  in 
lyton,  Ohio,  this  $381  million  (esti- 
ited  sales)  retailer  owns  26  depart- 
:nt  stores,  mainly  in  the  Midwest, 
0  shoe  stores  and  a  specialty  wo- 
?n's  wear  chain.  Price  then:  24. 
Last  month  Elder  jumped  to  30'/2, 
news  that  the  Beerman  family  and 
inagement  want  to  take  the  compa- 
'  private.  Terms:  $30  a  share,  cash, 
the  30%  of  Elder's  3.7  million  o-t-c 
ires  that  they  don't  already  own. 
Cottier,  whose  clients  have  several 
msand  shares  of  the  minority 
ick,  thinks  the  price  is  a  rip-off.  He 
cnowledges  that  earnings  for  the 
:al  year  ended  Jan.  31,  1987  were 
)bably  flat  from  last  year's  $2.15  a 
ire,  held  back  by  the  writing  down 
receivables  from  women's  apparel 
res  in  Texas. 

hit  much  more  important  to 
ttler  is  the  likelihood  that  Elder- 
;rman's  pretax  margin,  not  much 
>re  than  3%  over  the  last  few  years, 
>et  to  improve  to  4% .  That,  plus  a 
idest  gain  in  sales  and  a  more  favor- 
e  tax  treatment  for  retailers,  would 
ih  earnings  to  about  $3  a  share  this 
ir  and  to  as  much  as  $3.60  next 
ir.  Kottler  thinks  the  Beerman  clan 
nts  to  take  the  company  private 
ore  this  leverage  becomes  appar- 
L  His  estimate  of  the  minority 
ck's  current  value:  somewhere 
tth  of  $45  a  share.— T.J. 


T.  Rowe  Price  Tax-Free  Income  Fund 

This  Fund's  current  tax-free  yield  of  6.23%  is  equivalent  to  a  taxable 
yield  of  10.13%  in  the  38.5%  bracket,  9.58%  in  the  35%  bracket  and 
8.65%  in  the  28%  bracket.  Although  yield  and  share  price  will 
vary,  stringent  credit  analysis  and  active  management  help  reduce 
price  volatility.  In  the  12  months  ending  3/4/87,  the  high  price  was 
$10.29,  and  the  low  was  $9.23.  No  sales  charges. 
Call  1-800-638-5660.  Mt.rH 

T.RoweRiceMl 

Invest  With  Confidence  WUmk 

Mail  to:  T.  Rowe  Price 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete 
information,  including  management  fees 
and  other  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 
Also  send  a  free  information  kit  for: 
□  IRA  □  Keogh 


TAX-FREE  INCOME  FUND 
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s 

Name 


Address 


City 


State 


Zip  F719 


Tax-free  income:  call  1-800-638-5660 


'Average  annualized  yield  for  the  thirty  days  ending  3/4/87,  based  on  an  average  price  per  share  of 
$10.26.  Average  maturity  during  this  period  was  23.2  years.  Income  may  be  subject  to  state  and  local 
taxes.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


THE  FORBES  EXECUTIVE 
HOLIDAY  GIFT  COLLECTION 

Appearing  in  the  November  16,  1987  issue   Closing:  August  31,  1987 

Each  year  Forbes  offers  a  timely  gift  opportunity  for  consumer  product 
advertisers  seeking  to  take  advantage  of  1987's  busiest  buying  season. 

This  special,  full-color  advertising  section  will  appear  in  the  November  16th 
issue.  Forbes  readers  will  find  the  newest  as  well  as  traditional  gift  ideas.  So 
whether  it's  jewelry,  perfume,  fine  liquor  or  even  an  island  cruise,  Forbes  readers 
look  to  the  magazine  as  a  source  for  ideas  to  help  them  find  the  very  best. 

For  only  $1 1 ,420  per  quarter  page  ad,  the  Executive  Holiday  Gift  Collection  is 
your  best  buy  of  the  season.  This  cost  covers  all  production  charges  including 
photography,  typesetting,  mechanicals  and  film  separations.  And,  all  advertisers 
can  combine  an  "800' '  toll-free  number  with  the  reply  card  bound  into  the  section  to 
make  the  most  of  this  direct  response  medium. 

For  more  information,  use  the  coupon  provided  or  call:  George  Rxg+m^ 
C.Clissold,  Consumer  Advertising  Manager,  at  (212)  620-2231  or 
Linda  Loren,  Advertising  Sales  Representative,at(212)  620-2440.  CapitalistlOOl 

Linda  Loren,  Forbes  Magazine,  60  Fifth  Avenue,  New  York,  NY  10011 

□  YES!  I  want  to  learn  more  about  advertising  in  the  Executive  Holiday  Gift  Collection. 
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THE  OVER-THE-COUNTER  MARKET: 

Challenging  the  champs  and  pulling  ahead 

in  the  investment  market. 
A  Forbes  special  advertising  supplement. 

Issue  Date:  June  15,  1987  Ad  Closing:  April  20,  1987 


The  over-the-counter  market  has  been  giving  the 
major  stock  exchanges  a  run  for  their  money.  During 
the  past  ten  years  it  gained  impressive  market  share 
and  showed  greater  growth  in  share  volume  than 
either  the  New  York  or  the  American  stock  exchanges 
It  surpasses  the  listed  exchanges  in  number  of  securi- 
ties and  attracts  a  growing  market  of  individual  and 
institutional  investors. 

Forbes'  special  advertising  supplement,  THE  OVER- 
THE-COUNTER  MARKET,  will  report  on  the  growth 
and  development  of  OTC  trading.  The  text  will  be 
written  by  Laurie  Meisler,  author  of  many  Forbes  finan- 
cial supplements,  and  will  explore  why  more  and  more 
companies  are  opting  for  this  route  over  the  major 
exchanges. 

Forbes  invites  OTC  listed 
companies,  mutual  funds, 
their  representatives,  agen- 


cies and  those  serving  the  market  to  participate  ir 
opportunity.  Advertisers  will  reach  Forbes'  affk 
investment-minded  audience  of  over  2.5  million  ij 
ers  and  720,000  subscribers.  Nearly  all  of  For 
subscribers  are  active  investors,  and  their  house 
incomes  average  $139,000.  One  in  every  3.5 
millionaire.  Advertisers  will  receive  additional 
chandising  support  including  free  reprints,  reader 
vice  card  listing,  and  bonus  reprint  distributio 
corporate  institutional  investors  and  certified  finar 
planners. 

Position  your  company  as  a  front  runner  for  I 
investments  and  services  through  Forbes'  spe 
advertising  supplement— THE  OVER-THE-COUN 

MARKET.  For  inform* 
and  reservations,  cor> 
ARNOLD  J.  PRIVEJ 
(212)  620-2224  or 
Forbes  representati\. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


1927  Frigidaire's  Dayton  plant  was  reputedly  the  world's  largest  one-story  factory 


xty  years  ago  in  Forbes 

om  the  issue  of  April  1,  1927) 

.H.  Harriman  pleaded  with  report- 

1  not  to  tell  the  whole  truth  about 
>  last  illness  lest  it  bring  on  a  panic. 
:  died — and  nothing  happened.  Wall 
reet  received  the  passing  of  J. P.  Mor- 
n  equally  calmly.  The  death  of 
lies  J.  Hill  caused  not  a  ripple.  I 
rily  believe  that  there  isn't  a  busi- 
Bsman  alive  today — with  the  possi- 

2  exception  of  one  or  two  arch-spec- 
utors — whose  death  would  change 
E  course  of  the  stock  market  or  ex- 
cise the  slightest  influence  24  hours 
lerwards."  — B.C.  Forbes 

bove  all,  Hawaii  is  unusually 
;ssed  in  that  it  possesses  a  number  of 
siness,  financial  and  agricultural 
iders  of  unusual  brains,  extraordi- 
ry  energy,  and  farseeing  enter- 
se.  .  .  .  After  all,  it  is  men  who  make 
ity,  a  state,  a  nation.  Before  many  of 
waii's  famous  moons  have  passed, 
:  U.S.  will  be  glad  to  admit  the  terri- 
\y  to  the  full  rights  of  statehood." 

is  reported  that  Homer  Martin's 
irp  of  the  Winds,'  now  in  the  Met- 
holitan  Museum,  could  find  no  buy- 
when  painted  at  the  asking  price  of 
')0.  Today  it  is  agreed  that  it  would 
!ng  $30,000  if  offered  for  sale." 


fner  Martin's  "Harp  of  the  Winds" 


Fifty  years  ago 

(From  the  issue  of  April  1.  1937) 

"I  bought  my  $300  package  [air-condi- 
tioning] unit  because  my  hay  fever 
kept  me  from  practicing  [dentistry] 
during  the  season.  Now  I  want  a  large 
unit  so  the  waiting  room  can  be  cooled 
to  get  the  patients  set  for  the  operating 
room.  I  find,  incidentally,  that  it  in- 
creases my  children's  practice  even 
more  than  that  among  adults." 

"Armament  programs  and  a  world- 
wide wave  of  merchant  marine  build- 
ing explain  foreign  [scrap  iron]  de- 
mand. Great  Britain,  with  the  an- 
nouncement of  her  new  armament 
program,  has  rationed  her  supply  of 
scrap  iron  among  manufacturers  and 
has  lifted  the  import  duty  on  pig  iron. 
Italy,  an  important  outlet .  .  . ,  took 
several  large  shipments  from  Atlantic 
ports  in  March,  fapan  also  removed 
her  duty  on  scrap  iron,  and  it  was 
rumored  that  Japanese  buyers  were 
attempting  to  place  an  immediate  or- 
der for  1  million  tons." 


Twenty-five  years  ago 

(From  the  issue  of  April  1,  1962) 

"Curtis  Publishing's  far-reaching 
changes  announced  at  month's  end 
surprised  neither  Wall  Street  nor  the 
magazine  industry.  Changes  so  far  in- 
clude new  editors  for  top  Curtis  publi- 
cations (Saturday  Evening  Post,  Ladies 
Home  Journal),  reductions  in  publish- 
ing frequencies  and  lower  circulation 
guarantees.  But  observers  look  for 
even  more  drastic  moves.  ..." 

"Total  Japanese  exports  are  expected 
to  cross  the  $1  billion  mark  this  year 
for  the  first  time  in  history.  The  Japa- 
nese External  Trade  Organization  pre- 
dicts export  dollar  volume  will  hit 


$1.2  billion  in  1962,  15%  above  last 
year,  with  some  25%  going  to  the  U.S. 
But  Japan  continues  to  import  more 
than  it  exports.  With  more  than  one- 
third  of  its  imports  coming  from  the 
U.S.,  Japan's  balance  of  international 
payments  last  year  showed  a  deficit  of 
$312  million." 

"About  the  last  thing  any  of  the  ex- 
perts expected  for  1962  was  a  boom  in 
the  bond  market;  the  opposite  was 
considered  more  likely.  A  rising  tide  of 
business  was  going  to  increase  the  de- 
mand for  loans  and  thus  push  interest 
rates  up — and  bond  prices  down.  .  .  . 

"The  predictions  could  not  have 
been  more  wrong.  The  bond  mar- 
ket— particularly  the  municipal  bond 
part  of  it — -was  in  a  real  seller's  mar- 
ket last  month.  From  December  to 
mid-March,  the  average  yield  on 
municipals  dropped  sharply  from 
3.58%  to  3.23%." 


Ten  years  ago 

(From  the  issue  of  April  1,  1977) 

"The  greater  the  risk,  the  sweeter  the 
pot.  That's  why  Robert  H.  Anderson, 
who  left  Sears,  Roebuck  in  a  vain  try 
to  turn  around  W.T.  Grant  in  1975, 
got  such  a  cash-rich  deal:  a  basic  pack- 
age of  $1.25  million  over  five  years 
and,  after  that  contract  ran  out, 
$100,000  a  year  for  life,  less  his  vested 
interests  from  Sears.  What  happened 
to  Anderson  when  Grant  went  under? 
Morgan  Guaranty  had  guaranteed  An- 
derson's contract.  .  .  ." 

"For  the  first  time  in  this  century,  per 
capita  consumption  of  flour  is  show- 
ing an  increase — from  106  pounds  per 
person  in  1974  to  1 1 1  pounds  per  per- 
son last  year.  Explains  [Federal  Co. 
President  Lewis]  McKee:  'There 
seems  to  be  a  marked  increase  in  the 
use  of  hamburger  buns,  baked  prod- 
ucts, pizza.  .  .  .'  " 

"The  fearful  beating  that  cotton  took 
in  the  1960s,  when  all-synthetic  fab- 
rics and  permanent-press  blends  re- 
duced its  share  of  the  fiber  market 
from  60%  in  1960  to  29%  in  1973,  is 
over.  Raw  cotton  prices  have  tripled, 
to  a  recent  75  cents  a  pound;  100% 
cotton  shirts  running  as  high  as  $40 
sell  out  at  Saks  Fifth  Avenue  and 
Tripler.  Credit  for  the  turnaround  be- 
longs in  part  to  Cotton  Inc.,  the  cot- 
ton farmers'  marketing  arm." 
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Faith,  n.:  belief  without  evidence 
in  what  is  told  by  one  who 
speaks,  without  knowledge,  of 
things  without  parallel. 
Ambrose  Bierce 


Wherever  we  look,  we  can 
see  ourselves  all 
too  clearly. 

Georg  C.  Lichtenberg 


A  prince  who  will  not  undergo 
the  difficulty  of  understanding 
must  undergo  the  danger 
of  trusting. 
Lord  Halifax 


If  you  trust  no  one,  you  can 
not  come  to  harm;  that  is 
a  sure  thing. 
Damon  Runyon 


If  it  wasn't  for  faith,  there 
would  be  no  living  in  this  world; 
we  couldn't  even  eat  hash 
with  any  safety. 
Josh  Billings 


A  man  who  doesn't  trust 
himself  can  never  really 
trust  anyone. 
Cardinal  de  Retz 


With  the  feelings,  what 
can  be  evaluated  is 
of  no  value. 
Nicolas  Chamfort 


To  betray  you  must 
first  belong. 
Harold  Philby 


Trust  the  friends  of  today  as 
if  they  will  be  the 
enemies  of  tomorrow. 
Baltasar  Gracian 


It  is  a  matter  of  regret  that 
many  low,  mean  suspicions  turn 
out  to  be  well  founded. 
Ed  Howe 


Thoughts 

on  the  Business  of  Life 


Your  modern  Archimedes  sets  about 
making  the  needed  lever  and '  fulcrum 
He  does  not  wait  to  have  something 
handed  to  him:  he  goes  after  it  and 
either  finds  it  or  makes  it.  If  you 
have  no  faith,  no  reliance  in  yourself, 
how  can  you  expect  others  to  place 
faith  or  reliance  in  you? 
B.C.  Forbes 


Trust  everybody, 
but  cut  the  cards. 
Finley  Peter  Dunne 


Among  the  faithless 
faithful  only  be. 
John  Milton 


A  certain  amount  of  distrust  is 
wholesome,  but  not  so  much  of 
others  as  of  ourselves. 
Madame  Necker 


If  you  have  no  confidence  in 
self  you  are  twice  defeated 
in  the  race  of  life. 
Marcus  Garvey 


Don't  lose  faith  in  humanity: 
think  of  all  the  people  in 
the  United  States  who  have 
never  played  you  a 
single  nasty  trick. 
Elbert  Hubbard 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave  ,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Trust  no  man  unless  thou  hast 
first  eaten  a  bushel 
of  salt  with  him. 
Richard  Taverner 


Can  a  faith  that  does  nothing 
be  called  sincere? 
Jean  Racine 


Skepticism  is  a  hedge 
against  vulnerability. 
Charles  Thomas  Smith 


Excessive  distrust  of  others  is 
not  less  hurtful  than  its  opposite. 
Most  men  become  useless  to  hiir 
who  is  unwilling  to  risk 
being  deceived. 
Vauvenargues 


Faith  is  believing  what 
you  know  ain't  so. 
Mark  Twain 


A  Text . . . 

Trust  ye  not  in  a  friend, 
put  ye  not  confidence  in 
a  guide:  keep  the  doors 
of  thy  mouth  from  her  that 
lieth  in  thy  bosom. 
Micah  7:5 


Sent  in  by  William  Johnson,  Houston,  Te: 
What's  your  favorite  text?  The  Forbi 
Scrapbook  of  Thoughts  on  the  Business  c 
Life  is  presented  to  senders  c 
texts  used 


Fraud  is  the  homage  that 
force  pays  to  reason. 
Charles  Curtis 


I  respect  faith,  but  doubt 
is  what  gives  you 
an  education. 
Wilson  Mizner 


Faith  is  much  better  than 
belief.  Belief  is  when 
someone  else  does 
the  thinking. 

BUCKMINSTER  FULLER 
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PIEASE  BUCKIE 


Introducing  the  most  beautiful  vehicle  in  the  world 


I  low  can  w  e  call  that  mud  splattered 
vehicle  beautiful?  Quite  easily,  actually. 

The  Range  Rover  was  not  only  exhibited 
at  the  Louv  re,  it's  also  a  favourite  of  fashion- 
able drivers  from  St.  Moritz  to  Milan. 

And  with  its  Land  Rover  pedigree,  it's  a 
favourite  on  the  Serengeti  and  in  the  Out- 
back, as  well. 

In  addition  to  its  4-vvheel  drive,  its 
Differential  Lock  prov  ides  grip  enough  for 
a  blizzard  or  bog. 


It  can  also  see  you  readily  across  terrain 
roughly  as  rough  as  t^js. 


And  with  its  fuel  injected  V-8  engine, 
the  Range  Rover  even  excels  on  the  surfact 
that  most  challenges  most  rugged  4x4s: 
A  pav  ed  road. 

What's  more,  its  standard  equipment 
includes  all  the  luxury  features  you'd  expeci 
a  vehicle  priced  just  north  of  $30,000. 

So  why  not  call  1-800-FINE  4 WD  for 
dealer  convenient  to  you? 

After  all,  the  uglier  driving  gets,  the  nwj 
beautiful  a  Range  Rov  er  becomes. 


VWouse? 
What  a  way  to  take 
the  wrinkles  out  of 
acquisition 
financing! 


Westinghouse  is  no  longer  making  steam 
irons,  but  we  can  certainly  help  smooth  out 
the  complexities  of  your  next  acquisition. 

Westinghouse  Credit  is  an  innovative 
resource  for  all  kinds  of  corporate  financing 
—from  leveraged  buyouts  to  capital  for  ex- 
pansion to  recapitalizations.  Our  network  of 
skilled  specialists  offers  the  in-depth  knowl- 
edge you  need  to  get  the  job  done.  And  since 
every  deal  is  different,  our  broad  range  of 
capabilities  and  services  is  designed  to 
encourage  flexibility. 


Find  out  for  yourself  why  we're  one 
of  America's  fastest  growing  resources  for 
business  capital.  A  lender  with  so  many 
satisfied  customers  that  over  $2  billion  of 
our  financing  last  year  was  repeat  business. 

For  your  copy  of  the  Westinghouse 
Credit  Guide  to  Creative  Financing,  write 
to  Betty  Adler  at  Westinghouse  Credit, 
One  Oxford  Centre,  Pittsburgh,  PA  15219. 

We'd  like  to  help  you  iron  out  your  next 
corporate  financing  deal. 


\\festinghouse  Credit 

Westinghouse  Credit  Corporation:  Commercial  and  Residential  Real  Estate  Financing 
Corporate  Financing/ Acquisition  Financing/Asset-Based  Lending/Leasing/Fixed  Asset  Financing 


You  can  be  sure. .  .if  it's  Westinghouse  (W 


W7  WESTINGHOUSE  CPEDTf  COflPOftATON 


From  split-levels  to  skyscrapers, 
people  know  who  to  turn  to. 


Honeywell: 
leadership  in 


CONTROL 
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Honeywell  controls  make 
millions  of  homes  more 
comfortable,  safer  and  more 
energy  efficient.  These 
systems  have  become  the 
standard  of  excellence  in  the 
industry.  And  we're  putting 
that  excellence  to  work  for 
businesses  too.  They  look  to 
us  for  their  building  auto- 
mation systems. 

The  builders  of  Houston's 
new  Heritage  Plaza  wanted 
a  building  management 
system  that  could  control  the 
environment,  save  energy 
protect  occupants,  increase 
worker  productivity  and 
assure  maximum  tenant  sat- 
isfaction. In  addition,  they 
wanted  to  protect  their 
investment  in  technology 
with  systems  that 
are  open-ended 
and  flexible 
enough  to  adapt 
to  changing 
technology 
changing  needs. 
That's  exactly 
the  kind  of 
"futureproof" 
system 
Honeywell 
delivered. 
Our  busi- 
ness is 

making  your  business  even 
more  productive  through 
automation  and  control.  From 
aerospace  to  manufacturing, 
from  building  control  to 
process  control,  Honeywell 
technology  and  teamwork 
are  ready  to  work  for  your 
company.  Call  800-328-5111, 
extension  1578. 


Together,  we  can  find  the  answers. 

Honeywell 
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By  Kerry  Hannon 
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By  James  Cook 
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58  Alan  Greenspan 


72  Good  times  on  tbe  high  seas 


VESTING 

Blinder,  Robinson — Blind  'Em  And  Rob  'Em 

Matthew  Schifrin 

lere's  a  sucker  born  every  minute,  and  Meyer  Blinder  is  a 
thus  at  finding  them  and  selling  them  stocks.  Isn't  the 
C  supposed  to  protect  folks  from  the  likes  of  Blinder? 

2  Statistical  Spotlight:  Venturing  Abroad 

ita  on  securities  are  often  elusive,  but  some  new  services 
filling  the  gaps. 

4  The  Funds:  Medical  Assistance 

Richard  Phalon 

)Ctors  ought  to  love  a  medical  technology  fund,  especial- 
one  that  has  done  well  recently.  But  it  may  not  be  an 
>y  sell. 

6  Streetwalker 

)anese  still  like  Wall  Street;  General  Host  Corp.;  CTS 
>rp.;  Amfac  Inc. 


UMBERS  GAME 

Mystery  Profits 

Laura  Jereski 

crual  accounting  lets  thrifts  count  income  before  the 
sh  comes  in.  Unfortunately,  the  cash  sometimes 
esn't. 


I  THE  DOCKET 

Enough  Is  Enough 

Deirdre  Fanning 

>w  many  times  does  a  company  have  to  win  its  case 
fore  the  law  finally  says  it  can  stop?  Apparently,  plenty. 
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87    Name,  Rank  And  Computer  Log-On 

By  Kathleen  Ilealy 

In  the  future  it  would  certainly  help  if  the  computers 
could  all  talk  to  one  another.  Also:  Cleaning  up  after 
industry's  slobs. 
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By  Jeffrey  A.  Trachtenberg 

With  almost  no  promotion,  The  Road  Less  Traveled  has 
been  a  bestseller  for  over  175  weeks.  Ah,  the  glories  of 
word  of  mouth. 


PERSONAL  AFFAIRS 
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Botswana  bird  shoot. 
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How  green  is  his  valley 

In  "Luxembourg:  Color  it  green,"  Ed  Finn  and  Tania  Pouschin 
tell  how  the  ancient  little  independent  grand  duchy  tuckei 
between  France,  Belgium  and  Germany  is  replacing  Switzerlani 
as  the  favorite  stashing  place  for  money  that  wants  to  b| 
anonymous.  The  article  tells  why  U.S.  law  enforcers  can't  cracl 
Luxembourg's  bank  secrecy  the  way  they  did  Switzerland's 
Finn  reports  that  Luxembourg  has  a  healthy  respect  for  com 
merce  and  its  benefits.  Says  he: 

"A  half  hour's  drive  north  of  Luxembourg  City,  through  th 
Valley  of  the  Seven  Castles,  is  the  village  of  Colmar-Berg,  horn 
to  both  a  big  Goodyear  tire  plant  and  the  palace  of  the  rulei 
Grand  Duke  Jean.  The  plant  can  be  seen  from  the  towers  of  thi 
duke's  castle,  but  the  duke  puts  up  with  the  blight  on  his  viei 
in  happy  exchange  for  the  jobs  and  foreign  exchange  Goodyea 
brings  to  this  nation  of  360,000.  The  duke  often  fishes  in  tbJ 
stream  that  runs  between  Goodyear's  plant  and  his  castle  and  il 
a  kind  of  one-man  environmental  protection  agency."  As  tbJ 
Goodyear  plant  manager  explains  things:  "If  the  duke  doesn) 
like  the  taste  of  the  fish  he  has  for  dinner,  we  hear  about  it, 
Page  42. 


There's  only  one  side  to 

One  of  the  lamest,  most  coward- 
ly adjectives  used  in  the  news 
business  is  "controversial."  It's 
often  used  to  describe  somebody 
the  writer  thinks  is  a  bad  egg  but 
doesn't  dare  say  so.  We  often  read 
in  the  press  that  Denver  penny 
stock  broker  Meyer  Blinder  is  "a 
controversial  figure."  But  con- 
troversial means  somebody  or 
something  about  which  there  is 
disagreement,  where  there  are 
strong  arguments  on  both  sides. 
Hey,  come  on,  fellows.  Blinder 
isn't  controversial.  He  is  a  men- 
ace to  investors  and  a  disgrace  to 
capitalism.  We  show  why  in 
"Blinder,  Robinson — Blind  'em 
and  rob  'em."  Reporter  Matthew 
Schifrin  spent  two  months 
digging  up  the  appalling  facts. 
Page  33. 


this  question 


Blinder  in  Las  Vegas 
Beating  the  odds. 


Bad  news  for  the  credit  card  companies? 

What  with  the  dollar  falling  hard  against  the  yen  and  th 
deutsche  mark,  the  doomsayers  are  coming  out  of  the  close 
again  and  predicting  rising  interest  rates  and  higher  inflation.  A 
an  antidote  to  these  inflationary  willies,  we  recommend  Pett 
Brimelow's  interview  with  John  Rutledge,  "The  saving  t 
America."  Rutledge,  a  youthful  but  highly  regarded  economi 
soothsayer,  thinks  both  inflation  and  interest  rates  will  contii 
ue  to  go  down  and  that  Americans  will  confound  the  gloomstei 
by  becoming  much  more  thrifty.  If  anything  worries  Rutledge, 
is  the  possibility  of  too  much  deflation.  Page  71. 
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Well,  the glenlivet Scotch  whisky  does  cost  around 
$20.00.  Which  some  say  is  a  small  price  to  pay  for  a 
Scotch  which  has  been  made  in  the  same  unique  way 
since  1747.  A  12-year-old  single  malt  Scotch  with  a 
smoothness  and  unique  character  that  is  unsurpassed  to 
this  day  All  of  which  could  explain  why  people  are  so 
strangely  possessive  about  The  Glenlivet.  Which  is  a  pity. 
You  might  just  have  to  buy  a  bottle  of  your  own. 

The  Glenlivet/Just  Slightly  Out  Of  Reach. 


Follow-Through 


Edited  by  Johrt  A.  Conway 


Harley  back 
in  gear 

Dec.  2,  1985 


It  was  nearly  18  months  ago  when 
Forbes  measured  the  skid  marks 
that  traced  the  troubles  besetting  Mil- 
waukee's Harley-Davidson  Motor 
Co.,  the  sole  surviving  motorcycle 
maker  in  the  U.S.  Japanese  bikes  had 
almost  put  Harley's  powerful, 
$12,000  "hogs"  into  the  ditch.  In  1984 
Honda  had  56%  of  the  market,  Harley 
less  than  4%.  The  45%  tariff  on  Japa- 
nese bikes  that  President  Reagan  gave 
Harley  as  protection  in  1983  had 
helped  a  little,  but  it  was  scheduled  to 
dwindle  to  zero  by  1988.  Harley's 
main  asset,  Forbes  noted,  was  the 
fanatical  loyalty  of  bikers  who  would 
rather  walk  than  ride  anything  but  a 
Harley  hog.  Harley's  chairman, 
Vaughn  Beals,  acknowledging  his 
company's  straits,  longed  for  a  year 
when  he  could  coast.  "Alas,"  Forbes 
predicted,  "that  year  is  still  in  the 
future." 

Today  Harley's  prospects  look 
much  brighter.  Last  July  Beals  took 
the  company  public,  and  it  finished 
the  year  with  sales  of  $295  million 
and  profits  of  $4.3  million,  almost 
double  the  year  before.  (Sales  included 
11%  from  the  Pentagon,  for  target- 
drone  engines  and  bomb  casings.) 
More  important,  according  to  market- 
data  supplier  R.L.  Polk  &  Co.,  Harley 
has  19.4%  of  the  premium  U.S.  mar- 
ket while  Honda's  share  has  fallen  to 
36.9%,  in  part  a  reflection  of  a  general 
decline  in  cycle  sales.  In  December 
Harley  acquired  Indiana's  Holiday 
Rambler,  a  privately  held  maker  of 
premium-priced  recreational  vehi- 
cles, which  this  year  should  add  $270 
million  to  Harley's  revenues. 

Beals,  who  delights  in  roaring  into 
gatherings  of  Harley-Davidson  fans 
astride  one  of  his  hogs,  topped  his  year 
with  a  major  public  relations  coup, 
announcing  that  he  was  asking  the 
government  to  end  its  tariff  protec- 
tion a  year  before  it  was  due  to  expire. 
The  gesture  ignored  the  fact  that  two 
of  Harley's  major  Japanese  competi- 
tors, Honda  and  Kawasaki,  had  nim- 


bly dodged  the  tariff  by  shifting  their 
cycle  production  to  the  U.S. 

Beals,  however,  insists  that  "the 
yen  had  nothing  to  do  with  it."  Har- 
ley's recovery  of  its  market  share,  he 
says,  sprang  from  the  $4,000  entry- 
level  Sportsters  and,  of  course,  the 
new,  improved  hogs.  "We  were  off  the 
danger  list,"  he  says,  "so  we  asked  the 
government  to  take  it  back." 


Downhill 

racers 

Dec.  16,  1985 


Utah  and  Idaho. 

Yet  long  lines  at  the  lifts  have  n< 
helped  real  estate  sales  at  resort  pre 
ects  in  the  area,  which  also  have  bee 
weak.  "I  sense  a  bottoming  out  now, 
says  Ford  Fnck  of  Browne,  Bortz 
Coddington,  a  Denver  consjltii 
firm.  "But  overall,  I  guess  thin] 
haven't  changed  dramatically." 


Canada 
calling 

July  28  1986 


In  the  winter  of  1985,  despite  an 
ominous  flattening  in  the  U.S.  ski- 
ing population,  Forbes  found  that  Col- 
orado's snow  centers  were  spending 
close  to  $130  million  to  upgrade  facili- 
ties and  planned  to  spend  another  $350 
million  in  coming  years.  Investors — 
Morgan  Guaranty  and  Prudential  In- 
surance— were  moving  in  to  replace 
the  smaller  developers  who  pioneered 
the  development  of  Colorado's  Rock- 
ies. "A  shakeout — more  bankruptcies 
and  consolidations — seems  inevit- 
able," Forbes  prophesied. 

Today  that  prediction  is  coming 
true.  Big  areas  like  Aspen  and  Vail 
remain  healthy,  but  others  are  hurt- 
ing. Typical  of  the  casualties  is  Lake 
Eldora,  west  of  Boulder,  Colo.,  which 
didn't  make  it  through  the  current 
season.  In  fact,  Charles  Goeldner,  as- 
sociate dean  of  the  business  school  at 
the  University  of  Colorado  at  Boulder, 
studied  14  resorts  and  found  they  had 
an  average  loss  of  $809,000  during  the 
1985-86  winter  months.  Goeldner 
blames  the  squeeze  on  a  shorter  sea- 
son, increasing  labor  and  insurance 
costs  (particularly  liability)  and  on 
spending  for  high-speed  lifts,  snow- 
making  equipment  and  other  expen- 
sive touches. 

Ironically,  there  is  no  shortage  of 
skiers.  In  February  a  record  1.9  mil- 
lion visited  Colorado  slopes.  Costlier 
lift  tickets,  now  $14  to  $30,  haven't 
been  a  discouragement  (although  pro- 
liferating special  deals  like  free  buses 
and  ski  lessons  could  be  offsetting 
this).  Another  help  has  been  this 
year's  lack  of  snow  in  California, 


Two  years  ago,  Forbes  reportej 
Canada's  Ministry  of  Tourism,  a 
ter  surveying  9,000  Americans  c 
their  travel  preferences,  was  shockd 
to  find  that  few  of  them  had  eva 
thought  of  Canada  as  a  vacation  sp( 
or,  if  they  did,  rated  it  a  geographi 
copy  of  the  U.S.  Ottawa  promptly  lai 
on  a  $14  million  advertising  can 
paign  and  spent  $13  million  of  it  \ 
spread  the  word  below  the  border. 

The  timing  proved  perfect  and  th 
results  gratifying.  With  terrorists  d 
the  prowl  overseas  and  the  dollar) 
buying  power  eroding,  Canada's  ca 
came  through  loud  and  clear,  partial 
larly  when  it  was  noted  that  the  U.J 
dollar  was  worth  $1.40  there. 

Minister  of  Tourism  Bernard  Vaj 
court  spelled  out  the  happy — an 
profitable — response.  In  1986,  he  say) 
38  million  U.S.  visitors  trooped  intj 
Canada,  a  12%  increase,  leaving  b 
hind  an  impressive  $3.2  billion.  MoJ 
of  the  trips  were,  as  usual,  quicl 
over-the-border,  one-day  jaunts.  Va 
court  points  out,  however,  that  14. 
million  (a  17%  increase)  stayed  long^ 
and  spent  an  average  of  $214  a  visit 
These  numbers  made  pleasant  reac 
ing  in  Ottawa.  Every  1%  increase  J 
tourism,  says  Valcourt,  translate 
into  1,000  jobs  for  the  Canadian  touj 
ist  industry,  welcome  news  for 
country  with  a  population  of  only  2 
million  and  an  unemployment  ratec 
9%.  Investment  by  Canada's  touris 
industry  in  hotels,  restaurants  an 
other  attractions  rose  more  than  1\ 
in  1986.  The  result  was  that  Canadi 
which  showed  a  travel  deficit  wit 
the  U.S.  of  $346  million  in  1985,  had| 
surplus  of  $94  million  last  year. 

Valcourt  wants  to  keep  the  momer 
turn  going.  So  he  is  asking  the  Ottaw 
Parliament  to  add  another  $4.2  mi 
lion  to  his  travel  advertising  budget. 
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Harness  the  power 

)f  the  investment  banking  firm  that  leads  in 
ntroducing  new  companies  to  the  global  equity 
narkets.  Merrill  Lynch  is  number  one  in  dollars 

raised  and  in  number 
of  book-run  deals;  the 
long-standing  leader 
in  research;  recognized 
as  the  number  one 
firm  in  institutional  and 
retail  distribution;  and 
the  leader  in  market- 
making  ability  And 
our  team  of  investment 
bankers  brings  clients 
an  unparalleled  level  of 
experience  in  the 
tructuring,  timing  and  pricing  of  initial  public 
ifferings.  All  of  which  makes  Merrill  Lynch 
le  firm  to  talk  to  first  if  you're  interested 

in  initial  public 
offerings. 


Leading  Managers  of  Underwritten 
Initial  Public  Offerings 
1/1/86-12/31/86 

Total  Issues  Managed 1 


Total  Dollars  Raised  ' 


2  so  --  $2.41 


$1  78 


$1  56 


Source  tDD  Information  Services 

'Credit  is  given  to  the  lead  tbooki  manager  for  the  issue 
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CAUTION:  USE  OF  THIS  PRODUCT 
RESULT  IN  CHRONIC  DISILLUSIONIZE 
WITH  THE  REST  OF  THE  WORLD.  The  new 


luxury  sports  coupe  from  BMW  is  designed  to  induce  * 
a  most  gratifying  form  of  selective  amnesia  in  anyone  * 
who  enters  it: 

It  enables  you  to  temporarily  forget  that 
this  is  less  than  a  perfect  world. 

Because  in  a  perfect  world,  for 
example,  attention  to  detail  and 
reverence  for  craftsmanship 
are  paramount  virtues. 
And  in  the  BMW  L6, 
it  takes  100  artisans  * 
over  150  hours  just  I 
to  hand-sew  and  1 
sculpt  the  supple,  all-  1 
leather  interior  ' 

In  a  perfect 
world,  intelligent,  func- 
tional  design  is  the  norm. 
And  in  the  BMW  L6,  the 
driver  sits  behind  a  curved, 
biomechanically-engineered 
instrument  panel,  with  all  vital  controls 
and  ancillary  instruments  within  easy  reach  and  view. 

'  In  fact,  the  BMW  L6  is  a  refinement  of  a  car  that  the  edi 
of  Road  &  Track  likened  to  "stepping  into  the  next  century. 
Everything  is  high-tech,  ergonomic,  non-reflecting,  purposefi 
And  ready  to  be  turned  loose" 


©  1987  BMW  of  North  America^  Inc  The  BMW  trademark  and  logo  are  registered 


That  task  is  accomplished  with  ease,  too-by  a  3.5-liter; 
cylinder;  fuel-injected  overhead-cam  engine  that's  capable  of 
aerating  182  horsepower 

In  a  perfect  world,  in  short,  everyone  would  drive  an  L6. 
fortunately  only  a  severely  limited  quantity  will  be  imported  in 
coming  year 

Leaving  one  small  consolation  for  the  vast  majority  of  the 
rld's  driving  population: They  will  be  spared  the  sudden  shock 
ever  having  to  step  out  of  the  BMW  L6  coupe,  only  to  re-  /fjk 

tpr  7\  \Mnr\r\  that.ci  ifforc  mi  irh  h\/  mtmn^ncmn 


ter  a  world  that  suffers  much  by  comparison. 

THE  ULTIMATE  DRIVING  (MACHINE. 


Trends 
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Marketing 


Who  are  the  rich? 

Advertising  aimed  at  the  affluent 
may  be  missing  the  mark  because 
its  creators  are  not  sure  just  what  af- 
fluence is,  says  a  new  study  by 
Find/SVP,  the  New  York  City  market 
research  outfit.  About  28.5  million 
U.S.  households,  or  13.5%,  earn  more 
than  $50,000  a  year,  the  study  says. 
But  high  income  is  only  one  measure 
of  affluence.  Over  30%  of  all  U.S. 
households  have  some  discretionary 
income,  and  more  than  one-third  of 
it — $90  billion — is  spent  by  families 
with  incomes  less  than  $50,000  a 
year.  Looked  at  another  way,  3.5  mil- 
lion families  have  net  worths  of  more 
than  $250,000  but  earn  less  than 
$50,000  a  year.  Other  misconceptions 
abound,  according  to  the  study.  Ad 
campaigns  geared  toward  affluent 
families  often  target  married  white 
couples  between  the  ages  of  35  and  54 
that  are  headed  by  executive  or  profes- 
sional men  with  college  degrees.  The 
fact  is  that  nearly  20%  of  families 
earning  $50,000  to  $75,000  are  headed 
by  women  or  blacks,  and  that  number 
is  expected  to  rise  to  33.4%  by  1990. 
Moreover,  40%  of  the  heads  of  fam- 
ilies at  the  low  end  of  that  $50,000-to- 
$75,000  range  have  no  college  de- 
grees, and  20%  are  in  sales  or  blue- 
collar  jobs. 


Finance 


The  power  of  the  pound 

The  yen's  rise  against  the  dollar  has 
drawn  most  of  the  attention  late- 
ly, but  Sterling  has  also  been  showing 
strength.  In  Japan's  case,  the  explana- 
tion looks  purely  economic;  in  Brit- 
ain's, the  strength  appears  to  involve 
politics  as  well.  Sterling  got  a  boost 
when  Margaret  Thatcher's  govern- 
ment unwrapped  its  pre-election  bud- 
get in  mid-March.  The  fear  had  been 
that  the  Tories  would  go  all  out  for 
tax  cuts  in  an  effort  to  lure  voters. 
Instead,  the  cuts  were  modest,  in- 
creasing confidence  in  the  pound. 
Firmer  prices  for  North  Sea  oil,  com- 
bined with  some  good  signs  in  Brit- 
ain's economy,  particularly  in  com- 
parison with  the  rest  of  Europe,  also 


helped,  according  to  Brendan  Brown 
of  the  Natwest  Investment  Bank 
Group.  Brown  also  suggested  that  fa- 
pan  has  lately  been  buying  more  Brit- 
ish equities  and  bonds  (or  "gilts"), 
whereas  previously  U.S.  issues  had 
been  the  main  attraction  in  Tokyo. 
What's  more,  Brown  thinks  the  pound 
will  stay  strong,  especially  after  the 
election,  when  he  expects  a  tight 
money  policy.  That  should  keep  in- 
terest rates  high  and  the  pound  attrac- 
tive for  outside  investors. 


Labor 


Double  breasted 
fireworks 

Only  30%  of  $377  billion  worth  of 
construction  work  done  in  the 
U.S.  last  year  was  under  union  con- 
tract, down  from  60%  in  1976.  One 
key  reason:  a  1977  decision  by  the 
National  Labor  Relations  Board  to  al- 
low companies  with  union  contracts 
to  "double  breast" — that  is,  form  sub- 
sidiaries to  hire  nonunion  help. 

But  separate  bills  gaining  support  in 
Congress  would  change  that.  The 
bills  would  require  construction  com- 
panies with  union  contracts  to  honor 
them  unless  the  contract  has  expired 
or  employees  vote  out  the  union.  One 
bill  passed  the  House  last  year  by  56 
votes  but  failed  in  the  Senate.  A  sub- 
stitute is  expected  to  reach  the  House 
floor  by  June  and  will  probably  pass 


again.  In  the  Senate,  look  for  fir 
works.  Although  the  bill  has  bipart 
san  support  and  subcommittee  hea 
ings  are  scheduled  for  May,  Senat< 
Robert  Dole  (R-Kan.)  has  pledged  I 
work  for  defeat  of  the  bill. 


Travel 


The  not  so  open  road 

Vacationers  will  be  on  the  moi 
this  summer — barely.  Economi 
Douglas  Frechtling,  head  of  the  pi 
vately  supported  U.S.  Travel  Da 
Center  in  Washington  D.C.,  expec 
an  increase  of  only  3%  to  4%  th 
season,  the  same  growth  level  as  la 
year.  Main  reason  is  the  continuir 
trend  toward  weekend  and  other  sho 
trips,  instead  of  the  traditional  tw 
weeks-with-pay  (Trends,  Feb.  9).  Tl 
only  boom  Frechtling  sees  ahead 
among  retired  persons;  23%  mo 
Americans  over  65  traveled  last  ye. 
than  the  year  before. 


Automobiles 


The  family  truck 

Jeeps  put  GI  Joe  on  wheels  i 
World  War  II,  and  four  decades  la 
er  their  modern  civilian  counterpar 
have  become  the  rage  back  home.  La 
year  such  vehicles  for  the  first  tin 
pulled  into  the  lead  in  the  U.S.  true 


Construction  site  in  Atlanta 

Will  the  unions  get  back  their  old  prerogatives? 
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•Is  wheeling  a  Jeep  in  Germany 

'he  soldier's  prototype  is  now  a  bestseller. 


larket,  accounting  for  55%  of  all 
rucks  sold.  The  total,  more  than  2.6 
ullion,  compared  with  150,000  such 
ehicles  sold  in  1970.  Style  and  use 
ave  changed  as  much  as  the  num- 
ers.  Today's  compact  truck,  says 
ouis  Lataif,  Ford's  sales  vice  presi- 
ent,  is  "civilized,"  sporting  stereo 
□und,  air-conditioning,  carpeting, 
tyled  wheels  and  other  frills.  Leading 
le  pack  now  are  Ford  (with  523,000 
ompact  trucks  sold  in  1986)  and 
Chevrolet  (with  511,000),  trailed  by 
byota  (412,000),  Dodge  (243,000), 
Jissan  (223,000)  and  Jeep,  which  may 
nd  up  under  the  Chrysler  marque 
[90,000).  Are  the  buyers  all  handy- 
len  and  contractors?  Hardly.  Ford 
tudies  show  that  70%  of  the  firm's 
.anger  owners  drive  them  as  personal 
ars,  fewer  than  10%  use  them  for 
usiness.  The  rest  do  double  duty. 


Trade 


itates  look  abroad 

Wf  ashington  is  not  the  only  place 
■W  where  officials  worry  about 
oosting  exports.  Eleven  states  now 
pend  more  than  $1  million  a  year 
ach  to  stimulate  exports,  and  the  av- 
rage  export  program  budget  has 
rown  66%  since  1984,  to  $980,275. 
)hio  even  opened  a  trade  office  in 
agos,  Nigeria  last  month  to  boost 
xports  to  the  sub-Sahara  region, 
mere  the  U.S.  had  a  $6. 1  billion  trade 
eficit  last  year.  Other  big  spenders 
riat  are  promoting  their  exports  in- 
lude  California  ($5.7  million  a  year), 
Jew  York  ($3  million)  and  Minnesota 
>2.6  million). 


Meanwhile,  Illinois  has  pioneered  a 
solution  to  the  problem  of  financing 
receivables  due  from  overseas.  Most 
small  companies  cannot  afford  to  is- 
sue credit  while  awaiting  payment, 
and  foreigners  usually  won't  buy  with- 
out it.  Since  luly,  Illinois'  new  Export 
Development  Authority  has  helped 
exporters  by  financing  or  approving  76 
transactions  worth  $7.9  million — ev- 
erything from  breeding  cattle  to  CAT 
scanners.  "That  alone  will  stabilize  or 
create  315  new  jobs  in  Illinois,"  says 
the  Authority's  head,  John  Kerwitz. 
Since  the  agency  is  authorized  to  issue 
up  to  $100  million  bonds,  and  loans 
average  76  days,  Illinois'  exports  could 
grow  dramatically. 


Energy 


Money  power  for 
new  energy 

As  conservation  and  cheaper  oil 
gave  the  country's  power  indus- 
try a  breather  in  the  early  1980s, 
Washington  cut  back  funding  for  al- 
ternative energy — down  from  nearly 
$600  million  in  1981  to  $106  million 
last  year.  Now,  with  power  demand 
again  on  the  rise,  private  money  is 
moving  in,  according  to  a  new  report 
by  Investor  Responsibility  Research 
Center,  a  nonprofit  Washington,  D.C. 
group.  Municipal  bonds  contributed 
more  than  $2  billion  to  alternative- 
energy  firms  in  1985,  much  of  it  for 
garbage-to-energy  technologies.  The 
wind-water-and-sun  companies  also 
have  been  able  to  borrow  or  make 
leasing  deals  with  such  financial 
sources  as  GE  Credit  Corp.  and  Citi- 


corp Leasing,  and  to  raise  funds  from 
insurance  companies,  mutual  funds 
and  commercial  banks.  Institutions 
have  also  become  big  equity  investors 
in  the  alternative-energy  industry.  For 
example,  they  now  control  47%  of 
Energy  Factors,  Inc.,  a  California 
maker  of  small-scale  power  plants, 
and  44%  of  Consolidated  Hydro,  Inc., 
a  Connecticut-based  electric  utility 
operator. 


Collectibles 


Going  fast,  luv 

As  time  goes  by,  more  and  more  of 
■  Britain's  stately  heritage  seems  to 
wind  up  on  the  auction  block,  and 
now  even  those  familiar  red  British 
telephone  booths  are  becoming  col- 
lectors' items.  When  British  Telecom 
decided  in  1985  to  begin  replacing 
most  of  Britain's  60,000  corner  land- 
marks— first  installed  in  1936 — with 
American  and  Continental-style 
booths,  the  1,500-pound  cast  iron  and 
wood  affairs  were  put  up  for  sale  for 
about  $500  to  $800  each.  (The  replace- 
ments and  sales  will  not  be  completed 
until  1991.)  A  company,  London  Tele- 
phone Box  Co.,  was  formed  to  tap  a 
market  among  Americans  and  others 
eager  to  have  bits  of  Britain  as  orna- 
ments in  their  gardens  or  living 
rooms.  It  began  buying  the  boxes, 
then  reselling  them  in  the  U.S.  for 
$3,500,  including  refurbishing  and  de- 
livery to  a  major  port.  Collectors  have 
so  far  snapped  up  perhaps  500  of  them 
for  conversion  into  showers,  liquor 
cabinets,  mini  greenhouses  and,  even, 
telephone  booths. 


Steve  Benbow/Woodtin  Camp 


A  London  telephone  kiosk 
Street-corner  collectibles. 
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Readers  Say 


ForbesL^ 
Lake  of  the 
Ozarks 


OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary,  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks, 
Box  157,  Warsaw,  Missouri  65355 
Obtain  the  Property  Report  required  by  Federal  law 

and  read  it  before  signing  anything  No  Federal 
agency  has  judged  the  merits  or  value,  if  any,  of  this 
property  Equal  Credit  and  Housing  Opportunity 
Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  not  registered 
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Not  a  dirty  word 

Sir:  After  reading  your  recent  "Dis- 
passionate advice"  (Funds,  Mar  9)  I 
had  to  turn  to  the  cover  and  make 
sure  I  wasn't  reading  The  Daily  Worker. 
Load  funds  perform  as  well  as  no 
loads.  "Commissions,"  like  profits,  is 
not  a  dirty  word. 
— David  L.  Arlein 
Boca  Raton,  Fla, 

Sir:  You  hit  the  nail  right  on  the  head. 
The  Institute  of  Certified  Financial 
Planners  feels  that  the  acceptance  of 
sales  incentives  such  as  trips  and 
automobiles  should  at  the  very  least 
be  disclosed  by  the  salesman  in  writ- 
ing prior  to  the  sale.  Probably  the  best 
solution  is  to  ban  sales  incentive 
awards  entirely. 
— Jack  T.  McCord,  CFP 
Ethics  Committee  Chairman, 
Institute  of  Cei~tified  Financial  Planners 
La  Jolla,  Calif. 


R&D  not  sacrificed 

Sir:  We  take  strong  exception  to  the 
conclusion  of  the  article  on  Owens- 
Corning  Fiberglas  (Mar.  23)  that  recap- 
italization has  been  a  giant  step  back- 
ward. R&D  cuts  were  made  in  busi- 
nesses we  exited  or  sold,  and  in 
exploratory  research  aimed  at  diversi- 
fication. We  still  have  a  substantial 
research  commitment  to  long-range 
projects  in  our  core  businesses.  We 
continue  to  spend  more  on  R&D  than 
any  of  our  competitors. 
— Bradford  C.  Oelman 
Vice  President,  Corporate  Relations, 
Owens-Coming  Fiberglas  Corp. 
Toledo,  Ohio 


Not  our  fault 

Sir:  The  "What's  Ahead  for  Business" 
column  (Mar.  9)  cites,  correctly,  the 
current  estimate  of  the  deficit  at 
$173.2  billion,  but  then  notes  scoff- 
mgly  that  "just  a  few  months  ago  the 
Administration  was  estimating  that 
the  fiscal  year  1987  deficit  would  be 
$143. 7  billion."  The  Administration 
never  [made  such  an  estimate). 

In  the  midsession  review  of  the 
budget,  issued  in  early  August,  we 
estimated  the  deficit  at  approximate- 
ly that  amount  if  Congress  enacted  all 
the  deficit  reduction  measures  pro- 
posed by  the  President,  but  that  is  a 


lot  different  from  an  estimate  of  wha 
the  deficit  would  actually  be. 

—James  C.  Miller,  III 
Director, 

Office  of  Management  and  Budget 
Executive  Office  of  the  President 
Washington,  D  C. 


Credit  the  French 

Sir:  Re  your  Fact  and  Comment  oi 
Scottish  inventions  (Feb.  9).  Marl 
Queen  of  Scots  (Stuart)  was  raised  irj 
France.  In  Touraine  she  got  used  to 
French  jams,  in  particular  to  orang^ 
jam,  precious  in  those  times.  When! 
ever  she  got  sick,  she  would  be  al| 
lowed  some  (Vitamin  C  totally  undis 
covered,  of  course). 

When  she  came  back  to  Scotland 
she  came  back  with  French  servanti 
who  would  say,  "Marie  malade,"  t(j 
get  the  stuff.  Hence,  marmalade  to  ihi 
Scottish  servants. 
—John  F.  Watteau 
Los  Angeles,  Calif. 


Mary  Queen  of  Scots:  Vitamin  C  for  ills 


Faithful  reflection 

Sir:  Re  the  Constitution-tamperid 
notions  proposed  by  The  Committed 
on  the  Constitution  (Fact  and  Com 
ment  II,  Feb.  23).  Stalemate  and  deadl 
lock  may  be  characteristic  at  timesj 
but  that  is  exactly  what  a  representa) 
tive  government  should  product 
when  its  large,  diverse  and  often 
fiercely  divided  electorate  has  not  yej 
coalesced  around  a  course  of  action. 
—Joseph  J.  Judge 
Atlanta.  Ga. 


IRS'  silver  bullet 

Sir:  Due  to  an  easily  overlooked  sec 
tion  of  the  Tax  Reform  Act  of  1986 
high-technology  "Lone  Rangers"  ("F§ 
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>,  Silver,"  Mar.  9)  are  on  the  verge  of 
tinction.  These  workers,  even  if  op- 
ating  as  corporations,  must  now  be 
;ated  as  employees  unless  they  can 
ove  their  independence  by  the  IRS' 
mmon  law  tests.  These  tests,  how- 
er,  are  highly  subjective,  and  the 
nalties  for  misjudgment  severe, 
edictably  concerned  about  IRS  scru- 
ly,  many  clients  of  "Lone  Rangers" 
ve  not  renewed  contracts  with 
iall  firms.  They  choose  instead  to 
m  to  large  suppliers  to  help  shield 
em  from  liability. 
Dan  Ingold 
rrance,  Calif. 


own  on  RR 

It  is  time  to  admit  that  President 
maid  Reagan  will  be  remembered 
lefly  for  doubling  our  national  debt 
d  for  making  a  shambles  of  our  for- 
m  policy. 

Wdivard  C.  Sampson 
mngworth,  Conn 


ishful  thinking 

r:  Your  reference  to  the  Soviet 
lion  as  "our  deadly  foe"  troubles 
:  (Fact  and  Comment  II,  Feb.  23)  I  am 

aging  combat  infantry  veteran  of 
3rld  War  II  who  has  at  ieast  learned 
it  nothing  is  worse  than  war  in  the 
:egory  of  man-made  catastrophes. 

long  as  the  Soviets  seem  to  have 
icovered  that  they  have  something 
learn  from  capitalism,  and  we  our- 
ves  have  for  some  time  been  bor- 
ving  from  socialism,  I  beg  of  you  to 
•  to  think  in  more  positive  terms. 
'.  won't  cancel  my  subscription. 
Irving  Scott 
1  ita  Barbara,  Calif. 


langed  circumstances 

V:  Re  "We  Need  More  People"  (Fact 
p  Comment  II,  Feb.  91  The  U.S.  is  no 
|!iger  an  underdeveloped  country 
jd  has  no  need  for  huge  masses  of 
I  migrants. 
Kussell  S.  Gamer 
ungton,  Va. 

I:  "More  people"  means  more  vehi- 
fs  on  the  road.  In  the  Forties  and 
ties  it  was  a  great  pleasure  to  drive 
bund  this  beautiful  country.  I  tried 
jving  the  Interstates  of  the  North- 
jit  last  summer.  It  Was  not  a  plea- 
Ire  anymore. 
Richard  M.  Renfro 
\>a,  N.C 
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APPRECIATION 

FUND 


Consider  the  credentials 


With  Morgan  Stanley  as  Sponsor  and 
Morgan  Guaranty  as  Investment  Advisor, 
The  Pierpont  Capital  Appreciation  Fund 
offers  a  welcome  alternative  for  the  dis- 
cerning investor. 

The  objective  of  The  Fund  is  long-term 
capital  appreciation.  It  is  designed  for  in- 
vestors who  seek  growth  but  not  current 
income  and  who  can  accept  the  market 
risk  of  investments  offering  opportunities 
for  long-term  growth. 

The  minimum  initial  investment  is 


$25,000,  except  for  shareholders  of  an- 
other Pierpont  Fund,  for  whom  it  is 
$10,000.  There  are  no  sales  charges. 

More  complete  information,  including 
management  fees  and  expenses,  is  con- 
tained in  the  prospectus,  which  you 
should  read  carefully  before  you  invest. 
For  a  copy,  along  with  current  investment 
results,  please  write  Matthew  Healey, 
Morgan  Stanley  &  Co.  Incorporated,  1251 
Avenue  of  the  Americas,  New  York,  NY 
10020,  or  call  (212)  398-2900. 


MORGAN  STANLEY 


fcgtll  

^     ¥  m  1  m  suppose  bugs 

^m,.  ^        >a^&t       m    m  m^m  people  most 

iKv  1  I  iihoiil  "cljiii^ii 

ISv  V  w  new  copier? 

I  guess  it  would  be  the  hidden  costs, 
the  ones  that  sneak  up  on  you  later 
on.  Overpriced  service  contracts, 
interest  charges,  heavy  supply  costs . . . 

Maybe  Pitney  Bowes  could 
eliminate  them. 

How  could  we  do  that? 

We  would  work  out  a  total 
package — financial,  service 
and  supplies. 

Sure!  An  automatic  service  dispatching 
system  and  a  discount  supply  line! 

So,  with  a  Pitney  Bowes  copier 
you  can  get  a  state-of-the-art 
machine  and  one  person  to 
talk  to.  One  contact  for  the 
lease,  for  service  and  supplies. 
You  get  peace  of  mind. 

This  will  make  a  lot  of  people  happy 
including  our  management.  Let's 


A  climate  that  grows  ideas 

U  Pitney  Bowes 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


RETURNING  KING  KHAN  TO 

lid  end  Russia's  bloody  occupation  and  remove  a  major 
ining  sore  that  seriously  drains  relationships  between 
>t  and  West.  This  solution  to  that  intractable  confronta- 
n  has  made  real  progress  in  secret  negotiations  between 
>scow  and  Washington,  with  that  irrepressible  maestro, 
nand  Hammer,  playing  an  important  behind-scenes  role, 
ie  told  me  the  other  day — in  between  his  unending 
;hts  between  the  principals — that  the  plan  is  on  both  the 
t>.  and  U.S.S.R.'s  front  burners.  The  king,  deposed  in 
73,  has  enough  stature  to  form  a  neutral  government  (a 


THE  TOP  OF  AFGHANISTAN 

la  Finland  and  Austria)  that  the  Kremlin  could  trust  and 
that  Afghans  could  accept.  If  this  peace  plan  flies,  3  mil- 
lion refugees  in  Pakistan  could  return  to  their  country  and 
the  U.S.  could  cease  sending  multimillions  in  weapons 
and  aid  to  Afghan  antiRed  fighters. 

If  Moscow  can  get  out  with  a  neutral  Afghanistan,  Soviet 
soldiers  would  be  gone  as  quickly  as  they  could  pack  up. 

For  Washington,  restoration  of  Afghan  independence 
would  be  a  sorely  welcomed  affirmation  that  the  U.S.  has  a 
foreign  policy  that  sometimes  visibly  succeeds. 


RUSSIA'S  NEW  U.N.  AMBASSADOR  IS  IMPRESSIVE 


1  apparently  is  really  wired  to  Gorbachev  and  his  foreign 
icy  mentor,  Anatoly  Dobrynin. 

Recently,  Ambassador  Aleksandr  Belonogov  talked  to  a 
all  group  of  American  businessmen  with  candor  as 
expected  as  it  was  amazing.  Uncircumlocutoriously,  he 
nted  that  the  major  changes  Gorbachev  was  determined 
nake  in  the  Kremlin's  economic,  political  and  philosoph- 
l  directions  faced  lots  of  opposition.  "That  is  normal  in 
'  society  when  major  changes  are  proposed  and  as  they  are 
Dlemented."  He  left  no  doubt  that  in  his  opinion  those 
)osing  Gorbachev's  course  would  not  prevail, 
embassador  Belonogov  dwelt,  of  course,  on  the  need  for 
mic  weapon  limitation,  pointing  out  that  "one  atomic 


submarine  now  carries  more  destructive  capability  than 
was  expended  in  all  of  World  War  II." 

He  stressed  a  point  on  which  the  U.S.  and  the  U.S.S.R. 
are  deeply  worried — the  possibility  of  blackmail  by  terror- 
ists who  could  gain  access  to  the  increasingly  miniatured 
atomic  weapons.  This  is  an  immensely  serious  threat  to 
both  superpowers  and  to  the  rest  of  the  world.  And  it  daily 
grows  more  possible.  Preventing  such  a  disaster  is  of 
paramount  mutual  concern. 

He  went  on  to  flatly  predict  a  steady,  sizable  increase  in 
exit  visas  for  those  who  want  to  leave  the  U.S.S.R. 

It  seems  clear  this  ambassador  cuts  ice  in  Moscow,  and  he 
will  increasingly  be  cutting  it  in  the  U.N.  and  in  the  U.S. 


SENATOR  BILL 

>Jew  Jersey  has  many  attractions,  many 
ets.  Foremost  among  them  is  Senator  Bill 
dley.  For  several  years — almost  alone  at 

beginning — he  fought  quietly  and  deter- 
ledly  for  embracive  income  tax  reform, 
e  miracle  of  its  passage  in  good  measure  is 

miracle. 

■iow  this  Rhodes  scholar  and  former  basket- 
I  great  is  tossing  another  very  long,  very 


BRADLEY  STRIKES  AGAIN 

tough  shot.  He's  offering  a  plan  that  will  pro- 
vide debt  and  interest  relief  for  direly  overbur- 
dened Latin  American  countries  and  help  revi- 
talize our  huge  trade  with  them. 

Senator  Bradley's  intelligent  proposals  are 
built  on  the  premise  that  resolving  the  Latin 
American  debt  crisis  is  as  important  to  the  rest 
of  the  American  business  community  as  it  is 
to  our  banks.  From  a  $  1 5  billion  trade  surplus  a 
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few  years  ago,  we  have  descended  to  zero.  If  the  major  their  debts  will  go  down  the  drain,  too. 

Latin  American  debtor  nations  can  no  longer  get  U.S.  Bradley  tackles  the  tough  ones  that  need  doing  b 

parts  and  pieces  and  services,  their  economies  will  be  look  undoable.  He's  beginning  to  score  as  often  on  t 

seriously  crippled  and  virtually  all  hope  of  coping  with  Hill  as  he  did  on  the  nation's  basketball  courts. 


WHEN  WE  WERE  TALKING  ABOUT 

the  other  evening,  I  opined  that  Senator  Bradley  would 
be  a  formidable  contender — a  real  future  White  House 
front-runner.  The  point  was  made  that  the  Senator's  not 
a  florid  orator,  that  what  he  says  is  sound  enough,  but 
not  said  with  enough  sound.  From  the  podium,  he's  clear 
but  laconic. 


LIKELY  FUTURE  U.S.  PRESIDENTS 

To  which  former  Secretary  of  Commerce  Pete  Ped 
son's  attractive  and  perceptive  wife,  Joan,  replied,  "Tl 
same  shortcoming  was  what  won  American  hearts 
Gary  Cooper." 

Thus  labeled,  what  a  plus  Bill  Bradley's  pausef 
delivery  becomes. 


COSMOPOLITAN  TALKS 

Q:  The  recent  insider-trading  scandals  on  Wall 
Street  have  everyone  talking  about  greed  and  loss  of 
ethics  in  the  financial  world.  Is  it  really  worse  now 
than  ever? 

A:  I  don't  know  that  it's  any  worse  per  se,  but  now 
there's  the  opportunity  for  such  bunks  of  greed.  The 
number  of  people  driven  by  greed  hasn't  necessarily 
increased,  but  the  take  is  up.  I  will  say  the  greed 
element — where  people  are  interested  only  in  the  mon- 
ey— is  a  whole  new  development  in  the  merger-and- 
acquisition  arena.  Some  of  the  very  successful  practi- 
tioners really  don't  intend  to  take  over  a  company. 
They  just  see  the  potential  for  enormous  profit. 

Q:  Is  it  only  greed,  then,  that  drives  most  success- 
ful people? 

A:  By  no  means;  people  forget  that  the  most  powerful 
motivator  remains  burning  ambition.  The  take  is  inci- 
dental to  nine  out  of  ten  CEOs.  Being  the  top  gun  is 
proof  of  one's  self.  Why  is  Rupert  Murdoch  going  to  be 
the  biggest  press  lord  on  the  globe?  Because  he  enjoys  it; 
he's  brilliant  and  he's  ambitious. 

Q:  But  is  it  good  for  business  and  the  country? 

A:  Of  course.  What  do  you  think  motivates  entre- 
preneurship?  Some  of  these  companies  have  been 
stumbling  and  can  use  the  outside  help.  And  the 
stockholders  will  benefit,  too.  Ambition  and  determi- 
nation go  hand  in  hand,  and  that's  what  sparks  any 
growth. 

If  communism  is  being  strangled  in  the  Soviet 
Union,  it's  because  there's  no  economic  way  for  those 
people  to  realize  their  own  ambition.  They  can  only 
do  it  through  political  means.  In  China,  on  the  other 
hand,  productivity  is  breaking  out  all  over  the  place. 
They've  unleashed  that  ambition,  and  everyone  is 
now  carting  his  television  set  home. 

Q:  Can  people  really  start  out  with  little  money — as 


TO  MALCOLM  FORBES 

— By  Micbele  Willens 
your  father  did  when  he  came  from  Scotland — and 
make  it  big? 

A:  They  do.  It's  not  the  amount  of  money  but  the 
idea,  the  concept.  Money  will  go  where  brains  are 
harnessed  and  producing.  If  you  are  driven  enough,  you 
will  start  small  and  can  grow  big.  Probably  more  impor- 
tant than  money,  or  even  your  determination,  is  that 
ability  to  be  totally  consumed  by  something.  You  eat, 
drink  and  sleep  it,  because  you  love  it  and  you  want  it 
so  much.  When  you're  goal-oriented,  the  hours  of  the 
day  don't  matter.  All  you  regret  is  that  there  aren't 
enough  of  them.  These  people  are  the  spark  plugs — the 
fuel — of  economic  growth. 

Q:  Say  a  young  woman  today  in  her  twenties  wants  to 
make  a  lot  of  money  doing  something  she  loves;  will 
she  meet  many  barriers  in  the  financial  world? 

A:  Just  to  say,  "I  want  to  be  rich,"  isn't  enough.  How 
much  do  you  want  it?  Enough  to  break  all  your  dates? 
Everything  is  wide  open  for  women  if  they  want  it. 
They  certainly  are  capable  of  having  the  same  ambition 
as  men.  The  fact  is,  they  do  have  the  motherhood  issue, 
which  is  deep  and  instinctive.  A  father  doesn't  love  his 
child  any  less,  but  the  pull  is  just  not  the  same.  That 
element  often  interferes  with  women's  careers. 

Their  capability  is  unquestioned.  When  I  was  at 
Princeton,  I  didn't  want  the  university  to  go  coed — I  felt 
we  already  had  enough  competition,  and  we  all  knew 
that  girls  were  always  smarter  than  boys  in  school. 

Women  are  definitely  counting  and  mattering  more, 
but  because  they've  taken  centuries  to  emerge,  the 
numbers  at  the  top  aren't  there  yet.  But  we're  way 
past  the  same  token  woman  on  12  boards.  Now  it's  12 
women  at  least. 

Q:  From  the  outside  looking  in,  you  seem  to  have 
everything.  Is  there  anything  you  don't  have,  or  covet? 

A:  The  only  thing  I'd  like  that  I  don't  have  is  more  time. 


IS 
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THE  DUCHESS  OF  WINDSOR'S  TASTE  IN  JEWELS 

was  the  same  as  her  taste  in  kings. 


I'M  NEVER  SURE  WHETHER  TO  BE  FLATTERED  OR  HURT  OCCASIONALLY 


hen  someone  asks,  "Who  writes  your  editorials?" 
It's  less  ego-bruising  to  assume  that  the  querier  is  imply- 
lg  that  these  comments  are  so  good  that  I  couldn't  have 
ritten  them.  But  more  and  more  one  senses  that  they're 
:ally  wondering  how  anyone  could  print  such  stuff,  fluff 
id  guff- 

Disregardless  of  what  motivates  the  question,  I  can  only 
ty  nothing  exceeds  the  fun  of  personally  writing  these 


comments  and  lining  up  the  facts  to  suit. 

As  with  the  VCR  fast-forward  button,  it  only  takes  a 
second  or  two  to  flip  past  'em.  But  Forbes'  editors  are  not 
free  to  flip  these  into  the  basket  before  they're  in  print — so 
long  as  we  own  most  of  the  stock. 

Some  doubtless  consider  this  a  perfect  example  of 
abuse  of  power.  But  to  us  it's  a  marvelous  example  of  the 
beauty  of  power. 


"I  SCREAM,  YOU  SCREAM,  WE  ALL  SCREAM 


>r  ice  cream,"  is  an  old  ditty  that  grows  truer  day  by  day. 
merica's  spending  $8  billion  a  year  for  ice  cream  that 
ses  9%  of  the  country's  overabundant  milk  supply. 
One  very  good  reason  we  eat  ever  more  of  this  ambrosia 
the  acme  reached  by  Haagen-Dazs.  Born  and  bred  in 
rooklyn,  and  bestowed  with  a  brilliantly  conceived 
ame,  this  richly  ingrediented  super  ice  cream  was  so 
lccessful  that  its  progenitors  were  bought  out  three  years 
;o  for  $75  million  by  Pillsbury. 

Now  we  learn  that  Pillsbury's  in  the  process  of  shucking 
:f  the  ice  cream  parlors  that  bear  this  magnificent  name.  I 

IF  NOTHING  TURNS  YOU  ON 

you're  comatose. 


guess  if  these  shops  are  not  as  richly  rewarding  as  the  ice 
cream,  it  would  be  hard  to  persuade  them  not  to. 

But,  let's  hope  that  this  dough-minded  management  can 
keep  their  famed  Dough  Boy  scooping  Haagen-Dazs  fla- 
vors in  more  outlets  if  Haagen-Dazs'  own  melt  away.  Why 
ice  cream  scooped  from  behind  counters  is  of  a  mellower 
and  happier  consistency  than  that  scooped  from  the  quart 
container  in  home  freezers,  I  don't  know,  but  it  is. 

So  please,  mighty  Minnesota  Pillsburyites,  find  a  way  to 
keep  them  cones  and  cups  acoming  out  of  great  gallon 
containers  in  hundreds  of  handy  places. 

IF  YOU  DON'T  WANT  ANY  MORE 

don't  accept  any  more. 


BOOKS 


Winslow  Homer  Watercolors — by  Helen  A.  Cooper 
'ale  University  Press,  $39.95).  Some  Homer  oils  have 
issed  the  million-dollar  mark  at  auction,  but  I  think  the 
tist,  who  died  in  1910,  was  dead  right  when  he  com- 
tented  in  a  letter,  "You  will  see,  I  will  live  by  my 
atercolors."  This  wonderful  book,  produced  by  the  Na- 
onal  Gallery  of  Art,  illustrates  the  spontaneity  of  Ho- 
ler's watercolors.  Their  freshness  and  immediacy  make 
ear  why  he  was  right.  Looking  at  them,  you  feel  as  if 
ou're  almost  intruding  on  personal  and  private  moments. 


e  acquired  this  water  color,  i  'ery  similar  to  one  in  the  book,  because  it  so 
pressed  the  way  the  sea  and  boats  enrapture  the  young  Itproi  ides  a  sort 
key  to  the  why  of  the  Forbes  Magazine  Galleries'  toy  boat  collection 


Normandie:    Queen    Of  The 

Seas — by  Bruno  Foucart,  Charles 
Offrey,  Franqois  Robichon  and 
Claude  Vilhers  (Vendome  Press, 
$50).  I  guess  no  book  could  capture 
the  Normandie  the  way  that  ship 
has  captured  the  imagination  of 
people  who  have  an  iota  of  interest 
in  the  golden  age  of  the  great  liners. 
Only  the  Titanic  lived  a  shorter  life,  but  when  the  Nor- 
mandie, most  luxurious  of  all  the  blue-ribboned  ones, 
ended  up  on  its  side  at  its  New  York  pier,  just  one  life  was 
lost.  Also  lost  was  one  of  the  ultimates  in  magnificent 
French  achievements. 

Excerpts:  The  ephemerality  of  so  much  splendor  and 
glory,  all  brought  to  such  a  premature  and  tragic  end, 
has  endowed  the  Normandie  story — and  drama — with 
an  aureole  of  legend,  making  the  vessel  a  virtual  cult 
object  more  than  50  years  after  her  auspicious  but 
doomed  launching.  .  ,  .  Electrical  power  made  Norman- 
die the  fourth-largest  thermal  power  station  in  Europe  in 
1935,  and  the  only  one  not  on  land.  The  power  generated 
on  the  ship  could  have  supplied  enough  electricity  for 
one-quarter  of  France. 
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The  New 

Global 
Language 

Capital. 


American  companies  are  financing  in  Europe.  European  compa- 
nies are  financing  in  America.  The  Japanese  and  Koreans  are 
expanding  their  financing  horizons.   What  is  now  required  of 


THERE  IS  ONE  WORLD  MARKET. 
AND  THERE  ARE  24  HOURS 
IN  A  DAY. 
AFTER  THAT,  IT  IS  ALL 
IMAGINATION,  AGILITY,  AND 
MUSCLE. 


an  investment  bank  is  the 
depth  and  breadth  of  experi- 
ence to  serve  the  whole  client 
almost  anywhere  on  earth. 

We  are  unique  in  this 
regard.  Our  $2.65  billion  in 
capital  assures  you  the  best 
pricing  possible.  Our  willingness  to  put  it  to  work  means  we  will 
carry  your  paper  if  necessary. 

We  are  acknowledged  to  be  a  U.K.  and  European  expert  in 
U.S.  stocks.  And  perceived  in  U.S.  markets  as  an  expert  in  inter- 
national equities. 

We  were  the  first  investment  bank  to  sell  MMP™  stock  for 
European  issuers  in  the  U.S.  market.  Including  a  $100  million 
placement  for  Michelin. 

We  have  the  worldwide  distribution  system  to  sell  $200  million 
worth  of  Kingdom  of  Belgium  Floating  Rate  Notes  in  one  day.  And 
turn  over  $1  billion  in  Deutschemarks  in  one  week. 

Our  $1  billion  Kingdom  of  Denmark  issue  still  remains  one  of 
the  largest  fixed-rate  debt  issues  ever  in  the  Euromarket.  We  were 
the  lead  manager  of  the  Italy  Fund.  As  well  as  the  lead  manager  for 

Toyo  Trust,  in  the  first  federal  funds-       ■■■  ■wmi  ■  «■«■  imwHiim liimn 

based  Eurobond  swap. 

Capital  is  now  the  world's  global  lan- 
guage. There  are  those  who  understand 
this.  And  those  who  do  not. 

Talk  with  us.  In  New  York,  call  Greg 
Sacco  or  Jim  Stern  at  640-7272.  In 
London,  Jacques  Gelardin,  626-2525.  In 
Tokyo,  Kiyonobu  Shimazu,  505-9000. 


Minds  Over  Money 


LEHMAN 
BROTHERS 

An  American  Express  company 


Lehman  Brothers  !nc 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Retire  55ers 

The  55-mile-per-hour  speed  limit 
costs  Americans  1  billion  hours  of 
extra  driving  time  a  year.  The  fact 
that  55  has  lingered  on  the  books  un- 
changed this  long  is  a  powerful  argu- 
ment for  having  future  congressional 
regulations  include  a  built-in  sunset 
clause.  We  suggest  drivers  make  pro- 
ductive use  of  their  extra  time  on  the 
road:  contemplating  ways  to  retire 
those  members  who  have  lashed 
them  to  their  steering  wheels. 

— Wall  Street  Journal  editorial 

J.R.  Can  Read? 

Education  Secretary  William  Ben- 
nett says  TV  could  promote  literacy 
by  showing  characters  like  Dallas' 
bad  boy  J.R.  Ewing  reading.  Said  Ben- 
nett: "You  don't  just  want  to  portray 
wimps  reading.  Instead  of  J.R.  reach- 
ing for  a  scotch  or  bourbon,  might  he 
occasionally  reach  for  a  paperback  or 
American  Heritage  magazine  or  Fam- 
ily Circle7." 

—Paul  Leavitt,  USA  Today 

"I  Adore  Bill" 

"Tom  Kean  was  born  to  govern," 
said  Millicent  Fenwick,  former  four- 
term  congresswoman  from  New  Jer- 
sey and  U.S.  delegate  to  the  United 
Nations,  "and  he  has  appointed  abso- 
lutely first-class  people.  An  honor- 
able, energetic  man  himself,  he  brings 
capable  people  into  government  to 


the  benefit  of  all  New  Jerseyans." 

Her  praise  is  not  limited  to  mem- 
bers of  her  own  Republican  Party.  She 
calls  Senator  Bill  Bradley,  a  Demo- 
crat, "a  man  of  impeccable  honor,  in- 
tegrity and  intelligence." 

"He's  also  handsome  and  athletic," 
she  added,  "and  I  adore  Bill." 

Musing  on  the  possibility  that  Gov- 
ernor Kean  and  Senator  Bradley  might 
run  against  each  other  for  the  Presi- 
dency— both  have  been  mentioned  as 
possible  candidates — Mrs.  Fenwick 
said  she  believed  New  Jerseyans 
would  pick  Mr.  Kean  over  Mr.  Brad- 
ley, "though  to  tell  the  truth,  I  do 
wish  Bill  were  a  Republican." 

— Ralph  Ginzburg, 

New  Jersey  Weekly,  Sunday  Times 

Vatican  Instruction 

I  do  not  think  the  Vatican  argument 
is  persuasive.  The  document  argues 
that  a  child  can  be  born  only  from  a 
sexual  act.  The  most  that  can  be  argued 
is  that  a  child  should  be  born  within  a 
marriage  from  a  loving  act.  Sexual 
intercourse  is  not  the  only  loving  act. 
— Reverand  Richard  A.  McCormick, 
a  leading  Catholic  authority  in 
the  U.S.  on  biomedical  ethics 

Red  Mistake 

Representative  Stephen  J.  Solarz, 
Democrat  of  Brooklyn,  speaker  at  a 
Columbia  University  conference,  sug- 
gested that  the  U.S.  should  apply  more 


pressure  to  force  the  Soviet  Union 
pull  out  of  Afghanistan.  A  deputy  So 
et  delegate  to  the  U.N.,  Roland  Tim 
baev,  who  was  present,  reportedly  sai 
in  criticizing  Mr.  Solarz'  suggestio 
"We  accept  that  what  we  did  in  th 
past  was  a  mistake,  but  we  want 
pull  out  our  troops  now."  Mr.  Tim 
baev  later  acknowledged  making  th 
remark,  but  said  he  had  been  speaki 
for  himself,  not  as  a  representative  . 
the  Soviet  Government. 
— James  S.  Newton,  New  York  Time\ 


Frankly,  I  don't  mind  not 
being  President.  I  just  mind 
that  someone  else  is. 

— Ted  Kennedy,  at  a  Gridiron  Dinna 


Wheel  Us  Out 

The  Windsor  jewels  are  very  sad,  foi 
they  remind  us  of  the  end  we  all 
might  come  to — upstairs  in  the  hospi^ 
tal  bed  unable  to  receive,  just  a  voicd 
on  the  phone,  and  then  not  even  thatj 
maybe  gaga  while  downstairs  the  perj 
feet  house  rots,  the  gold  boxes  get  put 
away  or  disappear,  and  the  paint  chips 
click  down  onto  the  ormolu,  and  all 
the  fierce  panthers  and  tigers  and 
charms  and  gold  cigarette  boxes  with 
maps  on  them  marking  the  world  the 
Windsors  wandered  together  are 
locked  away,  gone  out  of  the  life,  and,| 
if  we  are  lucky,  there  is  someone  ta 
comb  our  hair  and  wheel  us  out  into 
the  sunshine.  If  we  are  lucky,  some  of 
the  jewels  don't  go  missing.  So,  of) 
course,  this  is  a  cautionary  tale — a 
story  of  "more  and  more  and  more." 
For  you  can  be  too  rich,  and  too  thin, 
with  too  much  jewelry  when  the 
lights  go  out. 

— Mr.  Peepers,  New  York 

One  at  a  Time 

Times  have  changed.  Instead  of  ex- 
ecutive wives,  we  now  have  consecu- 
tive wives. 
— Company  Manners,  by  Lois  Wyse 

No  Radio?  No  Car  u 

ABC  sportscaster  Chip  Cipolla  has 
a  friend  whose  car  radio  was  heisted 
three  times.  Not  being  a  clunk,  the 
friend  invested  in  a  clip-on,  remov- 
able radio.  In  going  to  dinner  this 
week  the  friend  undipped  the  brand 
new  gizmo  and  carted  it  into  the  res- 
taurant with  him.  When  he  came  out 
he  had  the  radio  nice  and  safe,  but  his 
car  had  been  stolen. 

— Cindy  Adams,  New  York  Post 
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HIS  HEART  WENT 
OUT  TO  THE  POOR, 
THE  SICK,  THE 
HUNGRY.  THEN  THE 
WAR  BROKE  IT 

Lyndon  Johnson's  presi- 
dency began  with  the 
tragedy  of  Dallas  and 
ended  with  the  agony  of 
Vietnam.  In  a  one-man 
tour  de  force  on  PBS, 
Laurence  Luckinbill  re- 
creates Johnson's  high 
idealism  and  low-down 
pragmatism  in  a  perfor- 
mance that  will  open  your 
eyes.  And  may  well  fill 
them  with  tears. 

You  will  wonder  at  a  man 
at  once  profound  and 
profane,  haughty  yet 
haunted.  At  how  such  a 
master  of  arm-twisting 
politics  could  lose  political 
control  of  his  country. 

Luckin bill's  Lyndon 
Johnson  is  one  of  the  most 
powerful  performances 
we  have  ever  seen.  We 
are  proud  to  bring  it  to  PBS 
as  the  third  in  a  series  of 
profiles  of  twentieth  cen- 
tury leaders  underwritten 
by  General  Dynamics. 

In  a  mailing  to  high 
schools  across  America, 
we  are  offering  a  free  video 
cassette  of  the  program, 
along  with  a  study  guide 
and  a  book  of  LBJ's  own 
reflections  on  his  presi- 
dency. Twenty-two  million 
American  students  who 
are  too  young  to  remem- 
ber can  now  learn  from 
both  the  triumphs  and  tor- 
tures of  the  Johnson  years. 

We  think  you'll  find  this 
special  very  special  indeed. 


GENERAL  DYNAMICS 

Don't  miss  "Lyndon  Johnson" 
on  PBS  the  evening  of  April  8. 


Distinction 

comes  from  outstanding  achievements. 


If  all  you  need  is  a  bank  -  pick  one.  But  if  you 
are  looking  for  a  worldwide  financial  partner, 
be  sure  to  select  one  with  a  successful  global 
presence  and  a  record  of  outstanding  achieve- 
ments on  behalf  of  its  customers. 


UBS  -  committed  to  excellence. 


UBS  in  the  United  States:  New  York  Branch  (299  Park  Avenue,  New  York, 
NY  10171),  Chicago,  Houston,  Los  Angeles,  San  Francisco.  UBS  in  Canada: 
Calgary,  Montreal,  Toronto.  UBS  worldwide:  in  all  important  financial 
centers  around  the  globe.  Head  Office:  Union  Bank  of  Switzerland, 
Bahnhofstrasse  45,  CH-8021  Zurich. 


Union  Bank 
of  Switzerland 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  STOCK  MARKET 


as  had  a  spectacular  rise  since  August  1982,  adding  more 
lan  $2  trillion  to  American  equity  values. 
Now  Wall  Street  has  taken  a  spectacular  hit.  Is  it 
me  to  cash  in  the  chips? 

The  long-term  outlook  is  still  good  if  we  avoid  a 
ade/currency  war  with  Japan,  if  those  tariffs  we're 
jing  to  impose  on  Japanese  electronic  products  don't 
;come  the  trade  equivalent  of  a  Sarajevo. 

Anyway,  trying  to  make  money  through  market  timing 


is  a  sure  way  to  lose  it.  Ups  and  downs,  surges  and 
"corrections,"  are  stock  market  staples.  There  are  traders 
nimble  enough,  shrewd  or  lucky  enough  to  make  money 
on  the  moves,  who  can  avoid  being  whipsawed.  But  don't 
kid  yourself  that  you're  one  of  them. 

The  best  approach  is  to  look  at  stocks  individually.  If  an 
issue  looks  good,  buy  it  even  if  you  are  nervous  about  the 
market  as  a  whole.  If  it  goes  down,  buy  more.  Do  the 
opposite  with  equities  you  don't  like. 


BRAZIL 


The  Brazilian  debt  crisis  is  deadlocked.  A  fresh  approach 
needed.  IMF-induced  austerity  doesn't  work.  Nor  does  a 

Dlicy  of  wage  and  price  controls,  combined  with  ginning 

le  money  supply,  which  the  Brazilians  tried  last  year. 
What  to  do  now?  U.S.  banks  or  the  U.S.  government  or 

3th  together  should  send  experts  to  Brazil  to  come  up  with 

sw  recommendations.  These  individuals  shouldn't  be  the 

aditional  sort  of  economist  one  usually  finds  at  the 

iternational  Money  Fund;  they  fo- 

js  too  much  on  potentially  mis- 

ading  numbers,  such  as  the  bai- 
lee of  trade  or  the  budget  deficit. 

istead,  they  should  be  people  who 

;cognize  that  the  ultimate  answer 

ir  Brazil's  woes  lies  in  creating  an 

:onomic  environment  in  which 

ivestors  invest  without  the  attrac-    Erhard,  Ishibashi:  Ignore  the  usual  advice 


on  of  usurious  interest  rates  or  the  coercion  of  controls,  an 
ivironment  hospitable  to  those  who  want  to  get  ahead. 
These  experts  should  begin  by  examining  Brazil's  whole 
x  system.  Does  it  encourage  incentive  or  stifle  it?  One 
ads  that  the  debt-straddled  Philippines  are  now  on  the 
:rge  of  an  economic  boom.  Is  it  a  coincidence  that  Mrs. 
quino's  government  sharply  cut  tax  rates  several  months 
r,o?  Depressed  Jamaica  is  showing  signs  of  new  economic 
fe.  Does  this  have  anything  to  do  with  the  government's 
ibstantially  easing  the  tax  burden  last  year? 
They  should  also  look  at  both  the  deleterious  impact  of 
'azil's  large  and  numerous  state  holding  companies  and 
its  mind-boggling  array  of  economic  regulations  and 


decrees,  which,  fortunately  for  that  country,  many  of  its 
citizens  cheerfully  ignore. 

These  visitors  should  have  as  their  spiritual  godfathers 
Ludwig  Erhard  of  Germany  and  Tanzan  Ishibashi  of  Japan. 
In  the  late  1 940s,  Finance  Minister  Erhard  defied  Germany's 
occupiers  and  removed  virtually  all  rationing  regulations 
and  economic  controls.  He  cut  taxes  and  stabilized  the 
currency.  Allied  economists  were  aghast.  Germany  was 

Photos  by  UPI/Bettmann  Nt-wsphotos  -,  *  , 

too  weak,  too  devastated  to  cope 
with  this  freedom,  they  moaned. 
That's  when  the  German  econom- 
ic miracle  began. 

MITI  chief  Ishibashi  did  some- 
thing along  the  same  lines  in  the 
mid-1950s.  By  greatly  easing  the 
tax  burden  in  1955-56,  Japan's 
economy  roared  out  of  a  reces- 
sion and  didn't  stop  growing  until  now. 

Who  in  the  economics  profession  would  be  up  to  the 
task?  Among  them:  Robert  Mundell  of  Columbia  Univer- 
sity, Alan  Reynolds  of  Polyconomics,  Arthur  Laffer  of 
curve  fame  and  Craig  Roberts  at  Georgetown  University's 
Center  for  Strategic  and  International  Studies,  who  is 
receiving  the  highest  award  of  the  French  government,  the 
Legion  of  Honor,  for  his  work  on  supply-side  economics. 

With  the  right  people  giving  the  right  advice,  there's  no 
reason  why  Brazil  can't  become  another  Germany  or  Japan. 

That  would  be  good  for  Brazil  and  other  struggling 
countries.  It  would  be  good  for  us,  not  to  mention  for  the 
shareholders  of  major  American  banks. 
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If  you're  traveling  to  Tokyo,  Hong  Kong,  Seoul, 
Manila,  Taipei,  Osaka,  Shanghai,  Guam,  Okinawa 
or  Bangkok,  look  to  Northwest. 

We've  been  hanging  our  hat  in  Asia  for  40 
years  —  longer  than  any  other  airline.  So  we  know 
how  to  make  distant  lands  seem  a  lot  closer. 

That's  why  we're  the  only  US.  airline  to  offer 
an  all-747  fleet  across  the  Pacific.  So  you  can  stretch 
out  in  nothing  short  of  wide-cabin  comfort  and  arrive 
at  your  destination  rested  and  ready  to  go. 

©1987  Northwest  Airlines.  Inc. 


And  every  flight  offers  you  the  luxuries  of  ou 
internationally  acclaimed  Regal  Imperial  Service 

Call  your  travel  agent  or  Northwest  at 
(800)  447-4747  for  international  reservations. 

Look  to  us. 

NORTHWEST 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


The  real  world 
is  less  traumatic 
than  the  noise 


But  good  news 
is  really 
hard  to  find 


The  dollar's  fall 
will  take  time 
to  help  trade 


SPURIOUS  WORRIES  AND  REAL  CARES 

The  foreign  exchange  and  stock  markets'  recent  defensive  yelps 
were  in  all  probability  an  overreaction  by  folks  understandably  scared 
stiff  at  the  prospect  of  a  trade  war. 

The  trigger  was  President  Reagan's  threat  of  $300  million  of  punitive 
trade  sanctions  against  Japan,  for  selling  microchips  cheaper  than  U.S. 
companies  can  make  them,  followed  by  the  dollar's  resulting  dip. 

With  luck  the  noise  may  exceed  real  action.  Recall  the  recent  rows 
between  the  U.S.  and  the  European  Community  over  farm  exports  and 
Airbus  Industrie's  subsidized  airliners,  which  came  to  little. 

The  real  world  is  less  traumatic.  The  U.S.  economy,  muddling  along, 
continued  to  create  an  average  of  300,000  new  jobs  a  month  over  the 
last  four  months.  Yes,  inflation  is  up  a  bit,  but  it's  not  boiling. 

However,  it's  difficult  to  find  industries  doing  better  than  mud- 
dling. Chemical,  paper  and  other  forest  product  companies  have  clear- 
ly been  helped  by  the  falling  dollar,  but  can  you  name  another? 

The  chemical  industry  trade  surplus  in  1986  rose  to  $7.75  billion,  from 
$7.25  billion  a  year  earlier,  mostly  thanks  to  a  lower  dollar,  says  Du 
Pont's  chief  economist  Richard  Stuckey.  "More  significant  was  the 
12%  rise  in  fourth-quarter  exports  over  a  year  earlier,  against  a  1%  rise 
in  imports,"  he  says.  The  trend  will  continue,  at  a  more  modest  pace. 

PapermakerS  are  more  competitive,  too.  At  current  exchange  rates 
Swedish  pulp  now  costs  around  $40  to  $50  a  ton  more  than  U.S.  pulp. 

Separately,  forest  products  have  been  helped  by  lower  interest  rates, 
which  have  boosted  house  building.  That  fed  through  to  furnishings, 
and  other  consumer  durables,  which  had  a  record  year  in  1986. 

The  list  of  improving  industries  ends  there  for  now.  So,  get  ready 
for  too  much  attention  to  be  given  to  each  month's  trade  statistics. 
There's  political  hay  to  be  made  with  them.  (February  figures  are  due 
in  mid- April.) 

There  are  two  ways  to  look  at  the  numbers:  1)  current,  or  nominal, 
dollars,  which  tell  how  much  the  U.S.  must  borrow  from  abroad,  with 
all  it  implies  for  interest  rates;  2)  real,  or  inflation-adjusted,  dollars, 
which  show  more  accurately  the  effect  on  actual  output  and  jobs. 
The  nominal  deficit,  on  present  government  estimates,  will  decline  by 
$10  billion  to  $15  billion.  Automobiles,  trucks  and  parts  (at  $51.6 
billion  they  account  for  roughly  one-third  of  the  1986  deficit)  could  be 
even  worse  this  year.  The  $3.4  billion  surplus  in  business  services 
(banking,  insurance,  databases  and  the  like)  is  too  tiny  to  help  much. 
Better  news  lies  in  the  real  numbers,  where  (in  1982  dollars)  the  deficit 
could  be  down  by  $30  billion,  despite  higher  real  oil  prices  in  1987. 
This  comes  partly  from  U.S.  companies  transferring  production  back 
to  U.S.  factories,  partly  from  growth  in  export  volumes  and  partly  from 
foreign-owned  plants  in  the  U.S.  producing  more  here. 
That's  progress,  but  it's  slow.  The  trick  will  be  to  avoid  overreacting  if 
the  noise  continues. 
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The  Forbes  Index 
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The  color  of  money.  Personal  income  ratcheted  up  0.8% 
in  February,  to  $2.1  trillion,  the  sharpest  monthly  gain 
since  November  1985.  Industrial  production,  which  rose 
in  each  of  the  last  four  months,  increased  another  0.4%  in 
February — a  gain  that  was  led  by  increased  auto  produc- 
tion. Personal  income  and  industrial  production  also 
helped  boost  the  Index  0.6%  during  the  last  two  weeks. 


Because  the  economy  is  service-dominated,  one  of  th 
components  of  the  Index  is  the  ratio  of  the  cost  of  service 
to  the  total  Consumer  Price  Index.  That  ratio  fell  0. 1%  i 
February,  but  not  from  any  propitious  decline  in  labo 
costs  in  the  service  sector.  Rather,  the  drop  was  largel 
because  of  a  pickup  in  the  cost  of  commodities,  such  a 
fruits  and  vegetables  and  fuel  oil. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
scries  of  U.S.  government  data.  The  last  14  months'  data 
foi  each  series  arc  presented  at  right. 
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Glen  Lyons, 

District  Manager,  Unisys. 

Merging  two  large  banks  can  produce 
significant  economies  of  scale.  It  can 
also  produce  significant  programming 
headaches,  if  the  two  have  different 


"The  banks  merged.  comPutersyste™ 

_  ■  ■  _  When  Bank  of 

The  question  was, 
could  their  computers?"  ~isys 


"Our 
systems 
let  them 

keep 
growing 
without 
rewriting" 


customer,  merged  with  a  Maryland  bank 
to  form  Signet,  the  banks  had  to  decide 
how  to  use  two  very  different  computer 
systems.  Because  Signet  is 
strongly  customer-oriented, 
the  big  question  was, 
whose  equipment  was 
going  to  handle  the 
retail  business? 

"The  bank  has 
always  cared  a 

lot  about  their 
k      retail  customers,  and  they 
M      expect  us  to,  as  well,"  said 
■       Glen  Lyons.  "Our  people 
W        showed  them  how  theyd 
be  able  to  maintain  their 
high  customer  service  standards, 

even  with  90  new  branches, 
W^e  WOrk  SO  without  any  interruption 

closely  with  of  service. 

the  bank,         "They  knew  anyway 

t hey  think  ^ Ul  1  we  c<  >u '* 1  ^°  11 " ' 

#  bank  has  grown  fast  for 

of  US 

years,  and  Unisys  has 
2S  Tamiiy.     always  kept  pace  with 
them.  And  Signet  has  never  had  to  rewrite 
their  software." 


UNISYS 

The  power  of 2 


THE  MERCEDES-BENZ  300  CLASS: 
SO  TECHNOLOGICALLY  ADVANCED,  YOU  BARELY 
NOTICE  THE  TECHNOLOGY. 


crocircuits  silently  work  their  millisecond 
racles.  Hydraulics,  pneumatics,  kinematics, 
rodynamics  and  myriad  other  disci- 
nes  interact  with  a  synergy  born  of 
mputer  design,  human 
piration,  and  eight 
luous  years  of  development 
d  testing.  Yet  you  drive 
livious  to 
this  tech- 


logy,  savoring  only  its  results, 
icisely  as  Mercedes-Benz  engin- 
rs  intended. 

Technology  that  intruded  into 
or  driving  life  could  never  have  found  its  way  into 
300  Class.  Because  it  would  then  run  counter 
the  sole  justification  for  technology— enhancing 
cars  ability  to  transport  its  occupants  with 
iximum  efficiency,  pleasure  and  safety. 

Thus,  you  might  never  notice  the  five 
lividual  steel  links  that  guide  the  movements  of 
ch  rear  wheel,  comprising  the  most  sophisti- 
ted  steel  suspension  extant,  as  illustrated 
ove.  But  you  do  notice  their  effect:  handling 
)wess  sufficient  to  "challenge  many  high-priced 
orts  and  GT  cars,"  according  to  one  automotive 
irnal.  A  ride  on  rough  surfaces  that  is  "nothing 
ort  of  magical,"  in  the  words  of  another. 

Onboard  electronics  serve  higher  pur- 
ses than  orchestrating  dashboard  pyrotechnics: 


continuously  recalibrating  the  gasoline  fuel-injec- 
tion system  for  changing  conditions  and  driver 
demands.  Governing  the  ABS 
Anti-lock  Braking  System  to 
help  thwart  wheel  lockup 
during  sudden  hard  stops. 
Monitoring  the  Mercedes-Benz 
Supplemental  Restraint  Sys- 
tem (SRS),  ready  to  deploy  its 
drivers-side  air  bag  and  front 
seat  belt  emergency  tensioning 
retractors  within  an  eyeblink  of  a 
major  frontal  impact. 

Nothing  that  you  see  or  hear  or 
feel  seems  overtly  "technological."  And  yet  that 
aerodynamically  immaculate  body  all  but 
banishes  wind  noise  from  the  cabin.  Your  seat  still 
feels  comfortable  after  hours  of  driving.  You  find 
that  every  control  falls  logically  to  hand.  And  that 
your  outward  vision  is  reassuringly  clear  even  in  a 
rainstorm. 

Advanced  technology  is  at  work  all 
around  you,  but  you  do  not  think  of  it  as 
technology.  You  think  of  it  as  the  rewards  of  driv- 
ing a  300  Class  Mercedes-Benz. 


Engineered  like  no  other  car  in  the  world 


B7  Merredrs-Benz  of  N.A.,  Inc.,  Montvaie,  IN. J- 
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The  corporate  establishment  was  outraged  when  Drexel  Burn 
ham  invented  tricky  new  plays  in  the  hostile  takeover  game.  Bt 
look  who's  making  money  at  it  now. 

Everybody's  doing 
it,  doing  it 


By  Allan  Sloan 

It  was  Drexel  Burnham  Lambert 
that  invented  the  astoundingly  lu- 
crative business  of  combining  in- 
vestment banking  advice  with  take- 
over financing  to  give  corporate  raid- 
ers one-stop  shopping.  This 
innovative  combination  generated 
eight-figure  fees  and  made  Drexel,  un- 
til several  years  ago  a  smallish  firm, 
the  envy  of  Wall  Street. 

Rivals  tut-tutted  about  potential 
conflict  of  interest  and  the  morality  of 
hostile  takeovers,  but  they  weren't 
long  in  going  for  a  piece  of  the  action 
themselves.  Now,  with  Drexel 
wounded  by  the  Boesky  and  related 
cases,  its  rivals,  like  vultures  circling 
a  weakened  animal,  have  increased 
their  own  activity  in  advising  and  fi- 
nancing hostile  takeovers. 

Merrill  Lynch  advised  and  financed 
Sir  fames  Goldsmith's  attack  on 
Goodyear  Tire  &  Rubber,  and  First 
Boston  did  the  same  for  Campeau 
Corp.'s  attack  on  Allied  Stores.  Latest 
to  enter  the  game  are  two  of  Ameri- 
ca's biggest  and  most  respected  corpo- 
rations— American  Express  and  Gen- 
eral Electric — which  are  playing  the 
game  through  affiliates. 

Shearson  Lehman  Brothers,  owned 
by  American  Express,  is  advising  AFG 
Industries  and  its  partners  in  thejr 
hostile  raid  on  GenCorp  (the  old  Gen- 
eral Tire  &  Rubber)  and  has  agreed  to 


provide  up  to  $1.25  billion  of  financ- 
ing— courtesy  of  American  Express' 
credit  rating. 

Kidder,  Peabody  &  Co.,  80%  owned 
by  GE,  is  providing  advice  and  up  to 
$750  million  in  financing  so  the  Haft 
family's  Dart  Group,  one  of  America's 
most  carnivorous  corporations,  can  go 
after  Supermarkets  General. 

Patrick  McDonnell 


American  Express  says  that  while  it 
itself  eschews  hostile  takeovers, 
Amex  subsidiary  Shearson  helps  cli- 
ents do  them.  The  Amex  spokesman 
says  that  Shearson  "provides  a  broad 
spectrum  of  investment  banking  ser- 
vices," and  advising  and  financing 
hostile  takeovers  is  one  of  them.  If 
Shearson  is  going  to  serve  its  clients, 
^okesman  says,  Amex  can't  for- 
bid it  to  do  hostile  takeovers. 

General  Electric?  A  spokesman 
says  that  "GE,  as  GE,  has  a  policy  not 


to  be  involved  in  hostile  takeovers 
and  a  Kidder  spokesman  says,  "V 
would  consult  with  GE"  before  ge 
ting  involved  in  a  hostile  deal.  Wh 
about  the  Haft  move  on  Supermarke 
General?  The  spokesman  argues  thi 
it  isn't  hostile.  That  would  doubtle 
come  as  a  surprise  to  Supermarke 
Chairman  Leonard  Lieberman,  wl! 
wrote  the  Hafts  on  Mar.  24,  "Yoi 
conduct  indicates  to  us  that  no  tram 
action  involving  trust  and  confidenc 
can  be  entered  into  with  you,"  and  a 
but  called  them  liars.  Sounds  preti 
hostile  to  us. 

The  Hafts'  offer,  Kidder  claims, 
"unsolicited"  but  not  "hostile 
What's  the  difference?  "It's  puttir, 
pressure  on  them,  but  not  puttiri 
them  against  the  wall,"  the  Kidd< 
spokesman  explains.  The  offer,  by  h 
definition,  will  move  from  "game, 
manship"  to  hostility  only  if  trj 
Hafts  formally  make  a  tender  offer  t 
Supermarkets'  shareholders  after  b» 
ing  turned  down  by  the  company 
board.  Would  Kidder  then  withdra1 
its  advice  and  financing  from  th 
Hafts?  "That's  a  hypothetical  que: 
tion,"  the  GE  spokesman  says. 

After  Drexel  Burnham  Lambei 
kicked  off  the  advice-plus-financin 
business  with  T.  Boone  Pickens'  rai 
on  Gulf  Corp.  in  1984,  the  screams  c 
moral  outrage  were  deafening.  Bu 
time — and  money — make  a  lot  ( 
things  respectable.  ■ 
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Meyer  Blinder  (tieiess,  center)  inspiring  the  troops  at  a  sales  training  session  in  Denver 
Lesson  One:  Don't  ask  too  many  questions. 


There's  a  sucker  born  every  minute — and 
Meyer  Blinder  is  a  genius  at  finding  them. 
Isn  V  the  SEC  supposed  to  protect  folks  from 
the  likes  of  Blinder? 

Blinder,  Robinson- 
Blind  'em  and 
rob  'em 


By  Matthew  Schifrin 


On  Dec.  19,  1986  the  Securities 
&  Exchange  Commission 
found  that  Meyer  Blinder  had 
:ommitted  securities  fraud.  As  of 
Mar.  23,  1987  the  president  of  Blinder, 
Robinson  &.  Co.  was  to  be  banished 
:rom  the  brokerage  business  for  life, 
with  no  reapplication  possible  for  at 
least  two  years. 

Poor  Meyer.  Even  as  the  banishment 
:>rder  was  about  to  go  into  effect,  he  was 
celebrating  with  a  thousand  of  his  bro- 
kers in  Las  Vegas.  As  the  brokers  gam- 
bled at  Blinder,  Robinson's  annual 


sales  convention  at  the  Riviera  Hotel  & 
Casino,  a  sign  in  front  of  the  casino 
read,  "Meyer  Is  Back." 

Yes,  Meyer  Blinder  was  back — if  in- 
deed he  ever  went  away — laughing  at 
the  SEC  and  fleecing  investors  on  a 
bigger  scale  than  ever.  In  late  March  a 
U.S.  district  court  granted  a  stay  on 
the  SEC's  action  against  Blinder,  as- 
suring him  at  least  a  full  year  of  busi- 
ness in  the  usual  style. 

Meyer  Blinder,  at  65,  is  no  run-of- 
the-mill  flogger  of  penny  stocks. 
When  it  comes  to  foisting  overpriced 
and  dubious  investment  merchandise 
on  the  public,  he  puts  to  shame  even 


the  notorious  but  now  quiescent  Rob- 
ert Brennan  of  First  Jersey  Securities 
(Forbes, /w/v  16,  1984).  Blinder,  Rob- 
inson is  nearly  twice  as  large  as  First 
Jersey  Securities  at  its  peak;  it  has 
almost  1,700  brokers  in  61  offices, 
ranking  tenth  in  the  nation  in  number 
of  account  executives. 

Blinder,  Robinson  is  going  interna- 
tional. It  plans  to  open  an  office  in 
Hong  Kong  and  has  a  wholly  owned 
subsidiary  in  West  Germany.  Open- 
ing four  new  offices  and  ingesting  200 
trainees  per  month,  Blinder  is  by  far 
the  fastest-growing  brokerage  firm  in 
business  today. 

To  be  sure,  Meyer  Blinder  still  has 
legal  problems.  For  example,  Blinder 
brought  Blinder  International  Enter- 
prises public  late  last  year.  In  the  pro- 
spectus, 8  of  45  pages  are  devoted  to 
litigation  against  the  firm.  There  are 
class  action  suits,  NASD  complaints 
and  24  different  states  listed  in  regula- 
tory dispute  with  the  firm. 

But  so  what?  Thanks  to  able  advis- 
ers like  ex-NASD  enforcement  officer 
John  Cox,  Blinder  has  kept  his  victims 
and  the  authorities  at  bay  for  almost 
ten  years  (see  box,  page  36).  When 
pressed  in  a  civil  lawsuit,  Blinder 
pleaded  bypass  surgery,  postponing 
the  case  for  three  months.  While  his 
lawyers  buy  time,  Blinder  continues 
to  get  bigger  and  richer.  His  brokers 
push  the  telephones  harder  and  hard- 
er. His  clients  get  poorer  and  poorer. 
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In  1986  Blinder,  Robinson's  reve- 
nues were  up  83%,  to  $120  million, 
and  profits  more  than  doubled,  to  $8.6 
million.  This  year — the  SEC  notwith- 
standing— Blinder  boasts  that  the 
firm  will  do  $200  million. 

Meyer  Blinder,  who  adorns  his  ag- 
ing chest  with  gold  chains,  is  a  battle- 
scarred  veteran  of  1 7  years  in  the  pen- 
ny stock  business.  A  Brooklyn  boy,  he 
got  his  start  pushing  dress  carts 
through  Manhattan's  garment  dis- 
trict, learned  selling  as  a  door-to-door 
salesman. 

Blinder,  Robinson  is  very  much  a 
family  affair.  Son  Lawrence  (Larry), 
35,  is  a  vice  president,  secretary,  trea- 
surer and  director  of  the  firm.  Son 
Martin  runs  a  chain  of  art  galleries 
brought  public  by  Blinder,  Robinson. 
Meyer's  wife,  Lillian,  is  listed  as  a 
joint  shareholder  with  her  husband. 
Meyer's  younger  brother,  Morris,  is 
the  president  of  another  Blinder  com- 
pany, Continental  Connector  Indus- 
tries. Although  the  brokerage  house 
is,  in  theory,  publicly  owned,  Meyer 
Blinder  personally  collects  5%  of 
gross  realized  revenues,  son  Larry, 
1.25%.  (The  Robinson  in  Blinder, 
Robinson?  He's  Mac  Robinson,  but  he 
left  the  firm  in  the  mid-Seventies.) 

After  Blinder,  Robinson's  initial 
public  offering  last  November,  Blind- 
er and  son  Larry  still  own  71%  of  the 
stock.  Their  stake  has  a  paper  value  of 
$165  million,  after  the  company's 
brokers  helped  push  the  price  from 
$1.50  to  $3  early  this  year.  What's 
Meyer  Blinder  worth?  A  fifth  of  a  bil- 
lion dollars  would  be  a  safe  estimate. 

Blinder,  Robinson's  customers 
should  have  it  so  good.  Thanks  to 
Forbes'  unique  database  on  initial 
public  offerings,  we  were  able  to  track 
the  performance  of  Blinder,  Robin- 
son's over  $200  million  in  initial  pub- 
lic offerings  since  1977.  Of  the  80 
issues  that  came  public  in  the  past  ten 
years,  over  25%  were  bankrupt  or 
were  dead  in  the  water  with  no  bids  as 
of  early  this  year.  Only  18  were  trad- 
ing above  their  offering  price.  Anyone 
putting  $1,000  in  each  of  Blinder's 
issues  since  1977  (a  total  of  $80,000) 
would  have  ended  up  with  about 
$50,000  today— $40,000  of  that  from 
the  penny  stocks  of  the  last  three 
years.  The  first  seven  years'  invest- 
ment of  $53,000  would  be  worth  only 
$11,000  now.  In  theory,  that  is.  In 
practice  the  typical  investor  would 
have  fared  even  worse,  because  most 
bought  in  the  rising  aftermarket. 

Blinder's  new  issues  as  a  rule  trade 
up  during  the  first  year  or  so,  when 
Blinder  brokers  are  pushing  them 
hard.  By  then  the  early  clients  are  out 


On  each  transaction  the 
firm  makes  a  huge  profit 
because  of  the  gap  between 
what  it  pays  investors  for  a 
stock  and  what  it  sells  the 
same  stock  for.  The  gap  can 
be  100%  or  more.  The  usual 
practice  is:  Keep  pushing 
the  stock  up,  moving  it  from 
hand  to  hand  at  higher  and 
higher  prices  until  the 
"story"  behind  the  stock 
wears  thin. 

of  the  stocks,  although  not  necessar- 
ily out  of  Blinder's  toils.  The  stocks 
have  been  sold  and  resold,  usually  at 
rising  prices,  to  other  customers.  On 
each  transaction,  the  firm  makes  a 
huge  profit  because  of  the  gap  be- 
tween what  it  pays  investors  for  a 
stock  and  what  it  sells  the  same  stock 
for.  That  gap  can  be  100%  or  more. 

The  usual  practice  is:  Keep  pushing 
the  stock  up,  moving  it  from  hand  to 
hand  at  higher  and  higher  prices  until 
the  "story"  behind  the  stock  wears 
thin.  Then  just  walk  away  from  it. 

Take  the  sad  case  of  Mary  Nangano, 
a  Long  Island  housewife  who  had  an 
account  with  Blinder,  Robinson's 
Great  Neck,  N.Y.  office  during  1981 
and  1982.  Her  broker  was  Anita  Gold- 
berg— a  top  producer  for  the  firm  to- 
day and  the  wife  of  the  firm's  training 
chief,  Jay  Goldberg.  Goldberg  sold 
over  $11,000  worth  of  six  penny 
stocks  to  Nangano.  Five  out  of  six  of 
them  were  "on  the  way  up." 

"She  used  to  hound  me  day  after 
day  to  buy  more  and  more,"  says  Nan- 
gano. "She  was  so  convincing."  Un- 
fortunately, after  months  passed  and 
the  calls  stopped,  Nangano  began  to 
get  nervous.  She  could  no  longer  find 
price  quotes  for  her  stocks.  Repeated 
calls  to  Goldberg  for  bids  were  unan- 
swered. "She  would  never  come  to  the 
phone,"  says  Nangano. 

Finally,  early  in  1983,  Nangano  re- 
quested her  stock  certificates.  Today, 
her  kitchen  drawer  is  filled  with  cer- 
tificates that  cost  nearly  $9,500.  Their 
worth?  Maybe  $500. 

Nangano  is  no  lonely  exception. 
Not  one  of  the  more  than  two  dozen 
former  brokers  Forbes  talked  to — 
some  former  managers  and  big  pro- 
ducers— thought  they  had  made  mon- 
ey for  their  clients  in  the  long  run. 

From  1977  until  mid-1984  Blinder, 
Robinson  issues  almost  always  were 
priced  at  10  cents  per  share.  But  in 
August  of  1984,  starting  with  Touch- 
stone Software,  Blinder  switched  to 
new  isssues  priced  at  a  penny  a  share. 
Why?  Smart  marketing.  If  Blinder 


marks  up  a  stock  issued  at  a  penny  t 
2  cents  bid,  3  cents  asked,  clients! 
don't  flinch.  But  if  Blinder  wanted  the) 
same  markup  on  a  10-cent  deal,  ifl 
would  need  to  move  prices  to  20  cents 
bid,  30  cents  asked.  Who  would  miss) 
an  investment  "opportunity"  over  a 
penny  or  two  a  share?  Penny  shares 
are  harder  to  track  because  Nasdaq 
won't  quote  shares  under  3  cents. 

How  does  Blinder  get  away  with 
milking  customers  like  this?  By  re- 
membering what  P.T.  Barnum  said 
There's  one  born  every  minute.  As) 
fast  as  one  client  is  milked  dry,  anoth-l 
er  is  attracted.  Those  1,700  brokers 
average  100  calls  a  day  each — 170,000 
telephone  calls  a  day,  at  least  850,000 
a  week,  over  40  million  a  year.  As- 
suming an  average  of  10  calls  per  live 
prospect,  that  leaves  4  million  people 
contacted  every  year.  But  there  are, 
after  all,  about  250  million  people  in 
the  U.S. — and  5  billion  in  the  world. 

The  real  name  of  the  Blinder,  Rob- 
inson game  is  cold  calling.  Get  out  the 
old  directory,  dial  the  number  and 
pitch  the  voice  on  the  other  end.  A 
Blinder  salesperson  must  know  how 
to  pitch,  but  needn't  know  much 
about  the  merchandise.  Just  memo- 
rize the  pitch. 

These  61  branch  offices  and  1,700 
brokers  who  spread  Meyer's  rumors 
and  sell  his  stocks — and  are  told  not  to 
ask  too  many  questions — are  disci- 
plined in  a  way  that  would  give  credit 
to  the  old  German  general  staff. 

The  basic  cadre,  the  officer  corps,  is 
a  group  of  some  130  branch  managers 
and  assistants.  These  young,  aggres- 
sive and  often  ruthless  salesmen  have 
one  main  function:  Hire  salespeople. 

The  salesmen  themselves,  like  re- 
cruits in  the  army,  are  expendable. 
Branch  managers  typically  attract 
brokers  by  running  advertisements  in 
local  newspapers  for  seminars.  "A  ca*i 
reer  in  the  stock  market,"  they  say 
and,  "$75,000  your  first  year." 

Forbes  visited  three  such  seminars 
in  the  metropolitan  New  York  area  in 
late  1986  and  early  1987.  The  presen- 
tations are  formula:  Emphasize  Blin- 
der's growth,  tout  the  firm  as  a  full- 
service  investment  bank,  have  a  bro- 
ker tell  his  rags-to-riches  story  and 
mention  penny  stocks  as  little  as  pos- 
sible. It's  a  case  of  "push  the  mer- 
chant, not  the  merchandise." 

The  first  rude  awakening  for  the 
recruits  comes  at  boot  camp — Blin- 
der's three-week  "state  of  the  art" 
training  school  in  Denver.  What's  the 
boot  camp  like?  After  a  tour  of  the 
lavish  Blinder  building,  the  recruit  is 
handed  a  telephone  book  and  told  to 
get  busy.  There  follows  three  weeks  of 


34 


FORBES,  APRIL  20,  1987 


hone-book  cold  calling  from  Blin- 
ler's  scripted  three-call  system. 

The  salesmen  are  rigidly  schooled 
y  Jay  Goldberg  (Anita's  husband), 
|nce  a  top  broker  for  First  Jersey  Secu- 
ties  and  later  at  Rooney,  Pace.  Gold- 
erg  is  thus  a  graduate  of  the  Ivy 
eague  of  junk  stock  promotion. 

On  the  first  call,  the  salesman  sim- 
ly  introduces  himself  and  says  his 
^search  department  comes  up  with 
ne  investment  opportunities  from 
me  to  time.  May  he  call  you  if  some- 
ling  comes  up,  he  asks.  That's  all. 
lo  pressure. 

Second  call:  We've  found  nothing 
:ally  good  yet,  but  we  are  thinking  of 
ou  and  may  have  something  soon. 

The  third  call  is  the  killer:  Boy, 
ave  we  got  something  hot  for  you. 
.'ould  you  handle  100,000  shares? 
low  about  50,000? 

Contrary  to  what  the  recruits  are 
Did  at  the  career  seminars,  all  train- 
ig  expenses  eventually  come  out  of 
le  trainee's  pocket. 

Blinder,  Robinson's  independent 
ontractor  agreement,  which  every 
ew  broker  signs,  clearly  states  that 
rokers  will  pay  most  of  their  own 
xpenses — pens,  paper,  even  the  leads 
mushed  by  the  manager  from  sucker 
sts  or  from  responses  to  Blinder, 
obinson  advertisements. 

For  trainees,  Blinder  does  pick  up 
le  tab  for  a  round-trip  flight  to  the 
)enver  training  complex  and  a  hotel 
30m  that  the  broker  shares  for  three 
reeks.  That  probably  costs  Blinder 


Why  did  Blinder  switch  to 
new  issues  priced  at  a 
penny?  Smart  marketing.  If 
Blinder  marks  up  a  penny 
stock  to  2  cents  bid,  3  cents 
asked,  clients  don't  flinch. 
But  if  he  wanted  the  same 
markup  on  a  10-cent  deal, 
he'd  need  to  move  prices  to 
20  cents  bid,  30  cents 
asked.  Who  would  miss  out 
on  an  "opportunity"  over  a 
penny  or  two? 

$2,000.  Blinder  gets  that  back  with 
interest  by  shaving  the  brokers'  take 
on  early  transactions  by  $3,000. 

If  a  broker  wants  to  leave  before  two 
years  are  up  and  go  to  another  broker- 
age firm  within  a  60-mile  radius, 
Blinder  slaps  a  fine  of  $25,000  or  the 
last  six  months'  pay  (whichever  is 
greater)  on  the  broker.  Few  departing 
brokers  will  pay  up,  but  several  have 
told  Forbes  that  Blinder  simply  with- 
holds their  final  paycheck. 

Almost  anyone,  then,  can  become  a 
Blinder  salesperson.  What  does  it  take 
to  be  a  Blinder  manager?  "The  ability 
to  produce  big  numbers  without  trip- 
ping over  your  conscience,"  says  one 
two-year  veteran. 

Take  Peter  Aiello,  who  went  from 
managing  an  office  at  First  Jersey  to 
running  Blinder's  Wall  Street  office  in 
1982  and  1983.  Peter  Aiello  has  a  list 
of  securities  violations  a  mile  long.  In 
June  1983  he  was  suspended  from  the 


business  for  four  months.  Aiello  nev- 
er returned  to  Blinder,  moving 
through  a  series  of  now-defunct,  dis- 
reputable firms.  He  is  now  running  an 
o-t-c  firm  in  New  York  called  Viceroy 
Securities. 

Not  every  Blinder  manager  is  cut 
from  this  shoddy  cloth,  but  most  of 
them  must  learn  to  look  the  other 
way  when  it  comes  to  examining  the 
merchandise  they  push. 

What  they  push  is  what  the  firm 
wants  them  to  push — stocks  for 
which  the  firm  makes  the  market 
and,  it  follows,  can  make  a  big  spread. 
Blinder  managers  must  approve  all 
broker  trades.  If  a  salesman  tries  to  fill 
an  order  for,  say,  IBM  or  GM,  the 
manager  will  probably  tell  him: 
"What  are  you  doing?  You  can  make 
much  more  money  in  Blinder  stocks." 
That's  putting  it  mildly. 

Each  day  at  Blinder,  brokers  receive 
a  set  of  inside  prices  and  outside 
prices  for  Blinder,  Robinson  stocks. 
The  gap  between  the  two  sets  of 
prices  is  wide  and  represents  the 
salesperson's  gain  on  the  transaction. 

Here's  an  example:  In  May  1985, 
Blinder  brokers  were  able  to  get  shares 
of  Circle  Seven  Oil  &.  Gas  (a  1981 
Blinder  issue  that  was  originally  of- 
fered at  15  cents)  from  their  trading 
department  at  an  "inside"  price  of  3.2 
cents  per  share.  The  brokers  in  turn 
could  sell  it  to  their  clients  for  the 
"outside"  price  of  6.5  cents  a  share.  A 
100%  markup  or  commission.  Com- 
pare this  with  the  10%  or  so  that  a 


The  "crossing"  game 


Here's  how  Blinder,  Robinson  orchestrated  prices  of  customers  A  and  B  in  the  stock  at  the  offering  price,  got 

units  in  Touchstone  Software,  which  it  had  brought  them  out  quickly  at  a  profit,  then  marked  up  the  units 

public  at  a  penny  a  piece.  A  Blinder  broker  put  and  quickly  crossed  the  merchandise  to  C,  D  and  E. 

/* 


6<>y  Sqow  9  ft 
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Brokers'  commis- 
sions far  exceeded 
customers'  profit, 
risk-free.  Imagine  hun- 
dreds of  brokers  working 
with  such  incentives. 
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full-service  broker  charges  on  a  typi- 
cal small  transaction. 

Not  all  that  spread  stays  with  the 
Blinder  salesperson,  of  course.  The 
salesperson  gets  50%  and  people  fur- 
ther up  the  line — office  managers,  dis- 
trict managers — get  another  8%.  As 
we  mentioned  earlier,  Meyer  and  his 
son  get  6.25%  between  them.  The 
other  35%  or  so  stays  with  the  house. 
On  a  modest  order,  say  $1,000,  the 
salesperson  can  easily  net  $150. 

But  read  a  Blinder  invoice  and  you 
will  never  see  the  term  "commis- 
sion." Officially,  there  are  no  com- 
missions. Just  inside  prices,  which 
the  customer  doesn't  see,  and  outside 
prices,  which  he  does  see. 

At  Blinder,  Robinson,  because  prof- 
it margins  are  fat,  the  firm  can  afford 
to  deal  with  little  people  with  small 
amounts  to  invest — the  most  gullible 
type  of  investor.  With  the  typical 
transaction  small,  the  pressure  is  to 
keep  turnover  high. 

One  key  strategy  that  Blinder 
branch  managers  allow  brokers  is 
"crossing,"  or,  as  Blinder  brokers  call 
it,  "simultaneous  transactions." 

First  Jersey's  specialty  was  inter- 
branch  crossing — shifting  stock  from 
one  branch  to  another  at  different  pre- 
arranged prices — to  churn  profits. 
With  Blinder,  Robinson  the  crossing 
is  often  done  right  within  a  single 
branch,  within  a  single  broker's  client 
book.  Customer  A  is  advised  to  sell  a 
stock,  while  Customer  B  is  urged  to 
buy  the  same  stock.  Since  the  differ- 
ence between  the  inside  and  outside 


Blinder's  cadre  is  a  group 
of  some  130  branch 
managers  and  assistants. 
These  young,  aggressive 
and  often  ruthless 
salespeople  have  one  main 
function:  Hire  other  sales- 
people. The  salespeople 
themselves  are  expend- 
able. They  are  attracted  by 
newspaper  ads:  "A  career 
in  the  stock  market, 
$75,000  your  first  year." 

prices  is  sometimes  100%,  the  firm 
keeps  at  least  half  the  money  involved 
in  each  such  cross. 

Here  is  how  a  typical  cross  works. 
In  August  1985  Blinder  issued  units  of 
Touchstone  Software  at  a  penny  a 
unit.  The  day  before  the  units  began 
trading,  a  Blinder  manager  in  West 
Palm  Beach  divided  the  allotment  of 
new-issue  units  among  her  brokers 
and  told  them  to  get  their  crosses 
ready  for  the  next  day's  opening — 
meaning,  get  their  suckers  lined  up. 
The  manager  said  the  units  would 
probably  open  the  next  day  at  2  cents 
bid,  4  cents  asked — a  tremendous  in- 
crease over  the  offering  price. 

Customers  allowed  to  buy  at  the 
offering  price  could  now  be  offered  a 
chance  to  double  their  money  by  sell- 
ing out  at  the  inside  price.  The  shares 
they  sold  for  twice  the  offering  price 
would  be  resold  for  four  times  the 
offering  price.  Brokers  then  went  back 
to  their  desks  and  went  through  their 


books  to  "make  matches"  for  the  ne 
day. 

One  West  Palm  Beach  broker  soli 
Client  A  200,000  units,  clients  B  anJ 
C,  100,000  units  each.  When  the  bd 
ker  made  the  allotment,  he  told  luck] 
clients  A  and  B:  "If  the  units  go  uj 
much  past  1.5  cents,  let's  take  oiu 
profits  and  get  out."  They  botl 
agreed. 

He  next  called  two  new  clients,  D 
and  E.  He  told  them  the  issue  was  soli 
out,  but  it  would  open  hot  and  tin 
units  would  still  be  a  great  buy  any) 
where  below  5  cents.  The  client! 
agreed  to  buy.  Client  C  picked  ui 
another  50,000  shares  on  the  samJ 
understanding. 

The  next  day,  when  Touchstone  did 
indeed  open  at  2  cents  bid,  4  centi 
asked,  the  broker  merely  handed  iij 
matched  order  tickets  for  trades  h< 
had  set  up  the  day  before.  No  call 
necessary.  The  customers  were  happy 
because  for  4  cents  they  got  units  the) 
were  told  were  a  bargain  at  5. 

Let's  look  at  what  happened: 

Clients  A  and  B  were  taken  out  oi 
their  penny  units  at  2  cents.  Theij 
gain  was  $3,000,  or  100%.  Client  A*] 
units  were  crossed  to  Client  D  at  j 
cents,  or  $8,000.  Client  B's  units  were 
also  crossed  to  C  and  E  at  4  cents.  Thfl 
firm's  markup  came  to  $6,000.  Its 
profit:  twice  what  the  original  cus| 
tomer  made. 

Everybody  happy?  Not  clients  C,  D 
and  E,  who  spent  4  cents  for  shares,  i 
cents  more  than  they  could  sell  there 
for  the  same  day. 


On  and  on  and  on  . . . 


In  1971  the  National  Association  of  Securities 
Dealers  caught  Blinder,  Robinson  incorrectly 
computing  the  minimum  net  capital  needed  to  do 
business  as  a  broker/dealer  and  came  down  on  it  like 
a  ton  of  bricks:  It  fined  the  firm  $250. 

The  firm  and  its  mastermind,  Meyer  Blinder,  have 
only  grown  bigger  in  the  years  since,  and  so  have  the 
number  and  seriousness  of  civil  suits  and  complaints 
against  it  filed  by  the  NASD,  dozens  of  state  authori- 
ties and  the  Securities  &  Exchange  Commission 
itself. 

Among  other  items  of  interest: 

•  In  June  198 1  Blinder,  Robinson,  and  Meyer  Blind- 
er and  his  son  Larry  individually,  among  others,  were 
censured  and  fined  $1,000  each  by  the  NASD  for 
allowing  personnel  at  the  firm  to  "free  ride" — that  is, 
invest  in  securities  without  paying  for  them. 

•  In  April  1983  the  SEC  charged  that  the  firm, 
Meyer  Blinder  and  son  Larry  did  not  comply  with 
bookkeeping  and  reporting  rules  and  also  alleged 
violations  of  antifraud  and  other  provisions  of  the 
securities  laws.  The  case  is  still  being  adjudicated. 


•  In  September  1986  the  NASD  accused  the  firm, 
Meyer  Blinder  and  son  Larry  of  setting  unfair  prices 
to  customers  on  an  offering  of  stock  in  Telephone 
Express  Corp.  The  NASD  also  charged  that  the  firm 
mishandled  proceeds  from  the  offering  of  TEC  as 
well  as  another  offering,  Leadville  Silver  &  Gold. 
The  complaint  is  pending. 

•  Meyer  Blinder  is  now  appealing  in  federal  court 
an  SEC  order  that  he  be  banned  for  life  from  the 
securities  industry  with  no  application  for  reinstate- 
ment for  at  least  two  years.  The  firm  also  is  appeal- 
ing a  45-day  suspension  and  a  two-year  ban  on  un- 
derwritings.  The  orders'  came  in  the  wake  of  an  SEC 
charge  that  the  firm  had  manipulated  the  stock  of  an 
underwriting,  American  Leisure,  and  that  its  brokers 
had  misled  clients  to  believe  the  company  was  on 
the  verge  of  building  a  casino  in  Atlantic  City. 

In  1984,  when  he  hired  John  Cox,  former  director 
of  NASD's  antifraud  section,  as  his  vice  president 
and  his  special  assistant,  Blinder  vowed  there  would 
be  a  change  for  the  better.  But,  the  record  shows,  the 
complaints  continue. — Richard  L.  Stern 
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\eyer  Blinder  in  his  penthouse  office  in  Denver 

fter  a  $250 fine  in  1971,  onward  and  upward. 


Bam-  Stavcr 


MM 


What  about  the  lucky  folks  who  got 
n  at  the  original  offering  for  a  penny  a 
hare?  Or  those  who  bought  in  the  early 
ftermarket,  before  the  staged  runup 
vas  over?  Few  of  them  would  have 
;otten  out  whole,  either.  According  to 
ormer  brokers,  one  of  Blinder's  cardi- 
lal  rules  is:  Whenever  possible,  avoid 
ending  out  money  to  clients.  You  can 
•e  pretty  certain  a  Blinder  broker 
rossed  A's  and  B's  profits  into  another 
if  Blinder's  stocks — what  customer 
ould  resist  making  a  switch  recom- 
aended  by  a  broker  who  had  just  dou- 
iled  his  money? 

What  happens  to  Blinder,  Robinson 
tocks  when  they  have  been  pushed  as 
ar  as  they  will  go  and  are  allowed  to 
Irop  into  oblivion?  Some  are  recycled, 
iource  Venture,  39% -owned  by  Mey- 
t  and  his  wife,  Lillian,  helps  the  recy- 
cling. It  calls  itself  a  diversified  hold- 
ng  company.  Among  its  holdings  are: 
Cing  of  Video  and  Telstar.  Both  are 
tocks  Blinder,  Robinson  pushed 
ome  years  ago  but  later  lost  interest 
n.  Source  bought  them  up  cheap  and 
ecycled  them  through  Blinder's  dis- 
ribution  system  in  their  new  pack- 
ige.  Sour  wine  in  new  bottles. 

The  key  is  this:  Handle  only  house- 


brand  merchandise  like  Source  Ven- 
ture. That  way,  not  only  do  you  make 
huge  profits  on  the  spread,  but  you 
can  move  the  prices  up  and  down 
pretty  much  at  will. 

How  do  you  manufacture  your  own 
merchandise  when  you  are  dealing 
with  securities?  One  way  is  through 
the  use  of  blind  pools.  These  are  com- 
panies that  raise  money  from  the  pub- 
lic without  stating  specifically  what 
they  intend  to  do  with  the  money. 
Such  blind  pools  are  perfectly  legal. 
According  to  current  Blinder  brokers, 
Blinder  is  selling  clients  almost  one 
blind  pool  a  week. 

But  you  won't  see  Blinder,  Robin- 
son's name  on  the  blind  pools'  pro- 
spectuses. Blinder  lets  other  brokers 
or  the  organizers  themselves  bring  the 
pools  public,  keeping  its  own  name 
off  the  prospectus.  But  by  one  means 
or  another  Blinder  gets  its  hands  on  a 
big  block  of  the  stock.  It  does  so 
through  the  exercise  of  warrants, 
granted  by  the  pool  organizers,  and 
through  merging  into  the  pool  compa- 
nies in  which  Blinder,  Robinson,  one 
of  the  Blinders  or  a  Blinder  crony  has  a 
major  interest. 

Blinder  sales  managers  usually  will 


tell  brokers  that  there  is  "imminent 
news"  coming  out,  news  about  a  hot 
company  that  will  be  merged  into  the 
blind  pool,  so  they  had  better  buy 
stock  in  the  blind  pool  before  the 
news  hits.  Customers  can  then  be 
churned  back  and  forth  at  rising 
prices,  with  Blinder  taking  a  big  bite 
out  of  each  transaction  and  leaving  all 
the  investors  happy — for  a  while. 

Take  Kiwi  Ventures,  a  blind  pool 
first  offered  to  the  public  in  late  Au- 
gust 1985.  According  to  the  prospec- 
tus, which  bore  no  underwriter's 
name,  the  original  principals  of  Kiwi 
were  John  Stovall,  president  of  the 
apparently  defunct  Utah  Gold  &  Sil- 
ver Exchange,  his  wife,  Erin,  and  Ed- 
ward Loeser,  an  anesthesiologist. 

By  early  September  1985  Blinder 
brokers  were  busily  touting  Kiwi.  Its 
price  went  from  8  cents  to  as  high  as 
1 1  cents  a  share.  Forbes  questioned 
several  brokers  who  sold  Kiwi,  and 
not  one  had  seen  a  prospectus  or  fi- 
nancial documents  on  the  blind  pool. 
They  were  selling  a  story,  not  a  stock. 

Forbes  found  a  copy  of  the  Kiwi 
Ventures  offering  statement.  As  not- 
ed, there  was  no  mention  of  Blinder, 
Robinson   on   the   prospectus,  but 
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If  AT&T  is  going  to  hit  pay  dirt  in  the 
computer  business,  going  one-on-one  with 
IBM  and  DEC  zs  not  the  answer. 

Some  modest 
proposals 


Blinder,  Robinson  was  a  principal 
marketmaker  in  the  stock. 

Apparently  from  the  woodwork, 
there  now  emerged  holders  of  Kiwi 
warrants — the  Blinder  customers  had 
not  been  told  these  existed — who  ex- 
ercised their  warrants  for  57  million 
shares  at  2  cents  and  5  cents  a  share. 
Who  were  these  mysterious  warrant 
holders?  Indications  were  they  were 
either  Blinder,  Robinson,  or  one  of  the 
Blinders  or  both.  It  is  likely  that  many 
of  these  cheap  shares  later  found  their 
way  into  customer  accounts  at  much 
higher  prices. 

On  Nov.  4,  1985  Kiwi  changed  its 
name  to  Western  International  Pizza. 
The  very  next  day  a  stock  transfer 
merged  17  Godfather's  Pizza  fran- 
chises in  Arizona  into  Kiwi.  Here 
again  was  the  fine  hand  of  Blinder, 
Robinson.  Only  a  few  months  before 
the  merger,  Meyer  Blinder  and  his 
lawyer,  Philip  Lowery,  had  purchased 
for  themselves  a  half-interest  in  the 
pizza  chain,  thus  becoming  major 
shareholders  in  the  new  company 
when  the  merger  later  went  through. 
In  effect,  Meyer  Blinder  had  the  bene- 
fit of  a  new  company  without  the 
ordeal  of  an  initial  public  offering. 

The  pizza  outfit  now  has  400  mil- 
lion shares  outstanding  and  the  stock 
sells  for  around  1  cent  a  share,  giving 
it  a  total  market  value  of  $4  million. 
Rich,  that,  for  a  company  that  lost  $1 
million  in  fiscal  1986.  Presumably  the 
additional  shares  became  additional 
merchandise  for  the  Blinder,  Robin- 
son marketing-and-markup  machine. 

Now  we  come  to  Humboldt  Finan- 
cial, a  blind  pool  that  came  public  in 
early  1985.  About  a  month  after  Hum- 
boldt went  public,  while  it  was  still  a 
blind  pool,  it  agreed  to  merge  with  a 
privately  owned  manufacturer  of  plat- 
ed metal  products  called  Continental 
Connector.  Who  owned  Continental? 
The  company  had  once  been  part  of 
the  Dunes  Hotel  &  Casino  through  a 
partnership  controlled  by  Mafia  front- 
man  Morris  Shenker.  And  now,  it 
turned  out,  it  was  86% -owned  by 
Meyer  and  Morris  Blinder.  Now  part 
of  a  public  company,  Continental 
split  its  common  shares  and  autho- 
rized 900  million  shares — lots  of 
stock  for  the  Blinder  brokers  to  peddle 
at  a  seemingly  low  price.  The  compa- 
ny assets  were  $7  million.  Continen- 
tal Connector  has  already  bought  one 
of  Morris  Blinder's  companies,  Tech- 
nitron,  for  $3  million.  And  the  game 
goes  on. 

It's  not  for  nothing,  then,  that  even 
the  firm's  own  salespeople  call  Blind- 
er, Robinson  "Blind  'em  and  rob  'em." 
How  does  Meyer  Blinder  get  away 
with  it?  Beats  us.  ■ 


By  Kathleen  K  Wiegner 

VP  ittorio  Cassoni,  AT&T's 
computer  czar  since  last  fall, 
seems  to  be  as  sharp  and  nimble 
as  his  predecessors  were  dull  and 
plodding.  The  expressive,  elegantly 
tailored  former  Olivetti  marketing  ex- 
ecutive in  the  last  six  months  has 
shaken  and  refocused  AT&T's  disas- 
trous three-year  foray  into  the  com- 
puter business.  Cassoni  has  slashed 
his  payroll  from  8,000  to  5,000,  re- 
duced ten  groups  to  three,  fielded  a 
500-person  marketing  support  team 
that  will  concentrate  solely  on  com- 
puters and  computer-related  prod- 
ucts— and  repackaged  all  this  under  a 
grand  new  name  for  his  enterprise,  the 
Data  Systems  Division. 


But  it  will  take  more  than  paredi 
down  payrolls  and  renamed  divisions 
to  revitalize  AT&T's  so  far  bumbling 
computer  venture.  Last  year  the  com- 
puter  division  lost  an  estimated  $1.2j 
billion,  pretax,  on  sales  of  $2.2  billion^ 
In  spite  of  its  hookup  with  Ing.  C.I 
Olivetti  &  C.  SpA  (AT&T  bought) 
25%  in  1983),  which  gave  it  a  respect- 
able line  of  desktop  computers  of  Ital-l 
ian  design  to  sell,  the  company  has! 
simply  been  unable  to  match  the  as-i 
tute  marketing,  better  technology  and| 
lower  prices  of  IBM,  DEC  and  otherl 
powerful  competitors.  It  is  struggling) 
to  hold  on  to  4.4%  of  the  desktop| 
market.  For  AT&T's  own  3B  mini-' 
computer  series,  its  main  customers! 
are  still  the  regional  Bell  operating! 
companies  that  it  spun  off  in  1984. 


J  Ross  BaughmanYisioni 


AT&T  Data  Systems  head  Vittorio  Cassoni 

Can  he  change  people  who  don't  want  to  change? 
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\bur  friend  in  faraway  places. 

The  most  nonstops  to  the  most  top 
Pacific  business  centers.  A  very  good  reason 
so  many  business  travellers  choose  the 
friendly  skies  to  take  them  across  the 
Pacific.  And  why  you  should,  too. 

You'll  find  our  Royal  Pacific  Service  a 
real  comfort  along  the  way.  Not  to  mention 
a  powerful  way  to  increase  your  Mileage 
Plus  account. 

So  the  next  time  you're  headed  for 
Tokyo,  Osaka,  or  any  of  eleven  other  Pacific 
destinations,  go  with  a  friend. 


c  •  Seoul  •  Sydney  ■  Melbourne  •  Taipei  •  Beiiing  •  Shanghai  •  Auckland  •  Singapore  •  Manila*  Bangkok. 


But  no  one  in  the  industry  expects 
the  telephone  giant  to  turn  its  back  on 
the  computer  business.  Cassoni  and 
his  cohorts  are  resolutely  upbeat 
these  days,  making  brave  predictions 
of  moving  into  the  black  in  two  years. 
His  boss,  Chairman  James  Olson, 
claims  he  would  be  content  with  prof- 
its in  five.  So  the  question  is  not 
whether  it  will  stay  in,  but  how. 

There  are,  in  fact,  some  hopeful 
glints  in  all  the  gloom.  Interviews 
with  a  variety  of  industry  analysts  and 
executives  reveal  some  hidden 
strengths  and  perhaps  surprising 
strategies  that  could  emerge  from  the 
Data  Systems  Division.  Certainly 
AT&T  has  the  financial  muscle  for  a 
long  fight.  The  company  as  a  whole 
took  a  $1.7  billion  aftertax  charge 
against  earnings  in  1986  and  was  still 
able  to  show  a  profit  of  $314  million. 
Nor  does  anyone  fault  AT&T's  tech- 
nological depth.  AT&T  Bell  Laborato- 
ries still  ranks  as  one  of  the  premier 
research  and  development  laborato- 
ries in  the  world.  What  AT&T  must 
now  do  is  to  get  far  better  at  commer- 
cializing for  its  own  use  more  of  the 
technological  breakthroughs  the  lau- 
reates at  "Labs"  turn  out. 

One  such  breakthrough  is  its  Unix 
operating  system,  used  extensively 
within  the  Bell  System  to  control 
voice  and  data  communications.  Unix 
and  MS-DOS,  used  by  IBM  on  its  per- 
sonal computers,  are  two  of  the  main 
operating  systems — the  electronic 
traffic  cops  that  determine  a  compu- 
ter's basic  capabilities — in  use  today. 
IBM's  version  took  hold  in  the  mar- 
ketplace for  single-user  computers. 
But  Unix  is  preferred  for  so-called 
work  group  computers  that  are  linked 
together,  sharing  data,  printers  and 
other  peripherals. 

Fortunately  for  AT&T,  the  Unix 
market  is  growing  nicely.  According 
to  the  market  research  firm  Data- 
quest,  the  total  U.S. -installed  base  of 
computers  running  Unix,  275,000 
machines  in  1986,  will  grow  over  60% 
this  year,  to  445,000.  Some  form  of 
Unix  is  now  required  in  a  majority  of 
government  computer  bids.  By  1991 
there  should  be  1.8  million  Unix- 
based  machines  in  the  U.S. 

Unix  is  one  of  AT&T's  bigger  op- 
portunities. But  to  gain  market  accep- 
tance for  Unix,  AT&T  licensed  the 
specifications  to  anyone  who  wanted 
to  use  it.  Softwaremakers  added  their 
own  touches,  then  sold  sublicenses  of 
their  own  versions.  The  most  success- 
ful one,  called  Xenix,  is  sold  by  Red- 
mond, Wash. -based  Microsoft,  whi'ch 
has  almost  50%  of  the  Unix  market 
(vs.  AT&T's  14%). 

Now,  AT&T  seems  to  be  regaining 


control  of  its  invention.  It  signed  an 
agreement  with  Microsoft  in  February 
to  develop  a  new  Unix  based  on 
AT&T's  most  current  version,  Sys- 
tem V.  While  Cassoni  has  said  that 
AT&T's  Olivetti-made  computers 
will  stick  with  MS-DOS  (developed 
for  IBM  by  Microsoft),  the  AT&T-Mi- 
crosoft  deal  could  foreshadow  a  small 
but  extremely  powerful  Unix-based 
personal  computer.  This  could  be  cru- 
cial. One  of  Unix'  severe  limitations 
has  been  that  it  does  not  easily  run 
popular  word-processing  and  spread- 
sheet programs.  The  Unix  to  be  devel- 
oped by  AT&T  and  Microsoft,  howev- 
er, will  be  designed  specifically  for 
Intel's  newest  and  most  powerful  mi- 
croprocessor, the  80386,  which  will 
be  showing  up  in  the  new  generation 
of  personal  computers.  Thus,  AT&T 
could  develop  an  enhanced  personal 
computer  combining  the  ease  of  use 
of  an  IBM  PC  with  powerful  multi- 
user capability,  which  IBM  has  yet  to 
bring  to  market. 

Most  industry  analysts  are  con- 
vinced AT&T's  long-term  computer 
survival  depends  on  successfully  pro- 
ducing a  machine  that  offers  benefits 
not  available  from  IBM  but  which  can 
coexist  in  an  IBM  world — a  machine 
with  superior  communications  capa- 
bilities, for  example.  AT&T,  in  fact, 
does  not  need  to  match  IBM  one-for- 
one  in  the  general  purpose  computing 
market.  It  needs  significant  market 
share  in  the  segments  of  the  business 
it  attacks,  but  it  does  not  have  to  be  a 
leader  across  the  board.  Why?  Because 
computers  as  we  know  them  are  al- 


most certainly  a  transitional  produc 
on  the  way  to  a  link-up,  when  term 
nals  and  phones  will  become  one. 

AT&T's  greatest  potenti^ 
strengths  are  networking  and  inta 
grating  computers  with  telephone  ani 
other  data  transmission  systemj 
Considerable  progress  has  alreadl 
been  made  linking  voice  and  datl 
communications  into  a  single  digits 
network.  Digital,  remember,  is  th 
language  that  computers  speak.  Sav 
Ronald  Whittier,  vice  president,  dj 
rector  of  marketing  at  Intel:  "Th 
telephone  line  is  fundamental.  So  i 
the  personal  computer  on  the  desk." 
you  get  the  power  of  a  mainframe  oi 
the  desk,  then  IBM  has  a  greater  profc 
lem  than  AT&T.  That  is  why  IBM  i 
trying  as  hard  to  get  into  AT&T' 
communications  business  as  AT&' 
is  trying  to  get  into  IBM's  business 
One  day  it  will  all  be  one  business. 

Still,  the  biggest  obstacle  to  succes 
at  AT&T  is  cultural.  The  compani 
remains  largely  staffed  with  1 5-  and  2C 
year  employees  who  worked  comfort 
ably  in  the  old  regulated  environmen 
and  think  about  products  with  a  15-tq 
20-year  life.  In  today's  computer  envi 
ronment,  a  five-year-old  product  mai 
be  nearing  obsolescence.  "They  an 
trying  to  change  people  who  don 't  wan 
to  change, "  says  one  computer  compa 
ny  executive  who  has  worked  witl 
AT&T.  Vittorio  Cassoni  must  bq 
come,  or  find,  the  irresistible  force  thai 
pushes  the  immovable  object.  Onll 
thus  will  the  Data  Systems  Division 
make  a  profitable  place  for  its  wares  ii 
the  computer  industry.  ■ 

J  Ross  BaughmarWisia 


AT&T's  newest  array  of  computer  products 
Amidst  all  the  gloom,  some  signs  of  progress. 
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Out  there  somewhere,  hidden  among  the  dozens 
f  different  copiers  available  today,  is  one  that  fits 
'ith  the  needs  of  your  office.   

And  if  it's  your  job  to  find  it,  we'd  like  to  suggest 
lat  you  begin  your  search  at  your  Ricoh  dealership. 

You'll  discover  that  Ricoh  copiers  come  in  all  sizes  and 
tiapes,  and  offer  a  wide  range  of  impressive  capabilities, 
riey  also  bring  you  some  of  the  industry's  brightest 
nd  most  reliable  technology.  And  best  of  all,  they're 
lcredibly  friendly  to  the  people  who  use  them. 

Innovations  that  make  work  easier  and  the  office  more 
fficient  are  abundant  in  Ricoh's  world  of  copiers  and 
ther  advanced  office  products. 

That's  why  today,  with  so  many  copiers  to  choose  from, 

makes  sense  to  consider  Ricoh. 

Because  when  it  comes  to  performance,  value  and 
^liability,  Ricoh  copiers  put  it  all  together. 
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As  Swiss  bank  secrecy  weakens, 
Luxembourg  is  fast  becoming 
the  world's  new  cash  stash. 
Numbered  account,  anyone? 

Luxembourg: 
Color  it 
green 


By  Edwin  A.  Finn  Jr. 
with  Tatiana  Pouschine 

Tiny  Luxembourg  has  always  guarded  its  inde- 
pendence fiercely,  even  as  far  back  as  medi- 
eval times,  when  the  fortress  city-state  was 
home  to  a  long  list  of  jousting  knights,  milita- 
ristic dukes  and  scheming  monarchs.  Today  the 
battlefield  is  banking,  and  lilliputian  Luxembourg  (area, 
999  square  miles;  pop.,  360,000)  is  making  its  mark  in  a 
far  different  way.  As  U.S.  regulators  probe  deeper  and 
deeper  behind  the  veil  of  secrecy  surrounding  Swiss 
banking,  money  has  begun  pouring  out  of  Switzerland 
into  the  banks  of  the  nearby  Grand  Duchy.  Though  the 
torrent  has  hitherto  gone  largely  unnoticed,  foreigners' 
deposits  in  Luxembourg  banks  jumped  nearly  40%  last 
year,  to  an  estimated  $160  billion. 

That  puts  the  Grand  Duchy  neck  and  neck  with  Switzer- 
land and  v/ithin  reach  of  what  statistics  suggest  is  the 
largest  money  haven  in  the  world,  the  Cayman  Islands, 
with  roughly  $200  billion  in  deposits.  "The  growth  in 
Luxembourg  has  been  explosive,"  says  Oswald  von 
Goertz,  managing  director  of  Chase  Manhattan's  Luxem- 
bourg operations. 

Nor  is  that  $160  billion  the  whole  of  it:  Tens  of  billions 
of  dollars  more  may  be  resting  in  Luxembourg  fiduciary 
accounts  in  the  form  of  stocks  and  bonds  that  don't  show 
as  bank  deposits. 

For  decades  West  German  banks  have  quietly  kept  about 
5%  of  their  money  in  Luxembourg,  capitalizing  on  the 
Duchy's  low  reserve  requirements  and  relaxed  regulations 
on  commercial  banking.  But  Luxembourg's  new  influx  of 
funds  is  coming  from  "private  banking, "  often  a  Eurobank- 
ing  euphemism  for  tax  avoiders,  be  they  fat-cat  shipping 
magnates,  nouveau  riche  rock  stars  or,  as  Luxembourg 
bankers  coyly  refer  to  their  clients,  mere  "Belgian  dentists. " 

The  sound  of  cascading  coins  attracts  bankers  by  the 
planeload.  More  than  120  foreign  banks  are  clustered 
around  Boulevard  Royale — Luxembourg's  Wall  Street — 
where  construction  cranes  are  erecting  one  new  edifice  in 
the  shadow  of  the  next.  At  No.  10,  a  nine-story  addition  is 
going  up  behind  Bank  Paribas'  19th-century  town  house. 
Down  the  road,  Lebanese  billionaire  banker  Edmond  Safra, 
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Crown  Prince  Henri 
"We  must  be  careful. 
But  will  the  bankers 
shun  drug  money? 


$200 


Foreign  deposits  in  Sbillions 


head  of  New  York's  Republic  National 
Bank,  is  building  a  branch. 

A  few  blocks  away,  Safra's  brother  Jo- 
seph is  converting  a  mansion  into  a  pri- 
vate bank.  Nearby,  Chase  Manhattan  is 
moving  into  larger  quarters:  an  aban- 
doned brewery  near  the  base  of  Luxem- 
bourg City's  300-foot-tall  battlements. 
Even  the  Bank  of  Maryland  has  found  its 
way  to  Luxembourg,  regularly  running 
advertisements  in  the  International  Her- 
ald Tribune  to  tout  itself  as  a  provider  of 
secret  accounts  to  all  comers. 

How  has  Luxembourg  evolved  into 
such  a  freewheeling  haven?  One  surpris- 
ing advantage  is  the  relatively  small  size 
of  Luxembourg's  banks — especially 
when  compared  with  larger  rivals  in 
Switzerland.  Note,  for  example,  that  a 
key  lever  U.S.  authorities  have  been  us- 
ing against  Switzerland  is  the  global  am- 
bition of  the  big  three  Swiss  banks — 
Union  Bank  of  Switzerland,  Credit 
Suisse  and  Swiss  Bank  Corp.  In  recent  years  Washington 
has  quietly,  but  effectively,  threatened  to  hassle  Swiss 
banks  doing  business  in  the  U.S.  unless  Switzerland's 
authorities  cooperate.  The  investigators'  goal:  information 
about  possible  criminal  activity  being  conducted  through 
the  numbered  accounts  of 
any  suspect  Swiss  bank — be 
it  large  or  small.  This  has 
small  Swiss  banks  furious. 
They  feel,  with  some  rea- 
son, that  their  government 
is  bargaining  away  hal- 
lowed Swiss  secrecy,  a  case 
at  a  time,  for  the  benefit  of 
the  big  three. 

But  Luxembourg's  banks 
don't  have  such  global  am- 
bitions, so  threats  are  prac- 
tically pointless.  Concedes 
a  top  U.S.  financial  regula- 
tor, "We  could  put  pressure 
on  Luxembourg  banks,  but 
they  aren't  nearly  as  ex- 
posed as  the  Swiss." 

Ironically,  even  the  chau- 
vinistic Swiss  are  said  to 
have  moved  billions  of  dol- 
lars into  their  Luxembourg 
branches.  Swiss  banks  have 
tens  of  billions  of  dollars 
scattered  among  their  for- 
eign offices  in  money  ha- 
vens worldwide,  and  not 
just  because  ol  crumbling 
bank  secrecy  at  home.  With 
government  investigators 
getting  more  and  more  pes- 
ky, bigger  bank  clients  ev- 
erywhere are  being  advised 
to  put  their  monetary  eggs 
in  several  baskets. 

For  these  privacy  cravers, 
Luxembourg  has  special  ap- 
peal. The  only  way  to  crack 
Luxembourg  bank  secrecy 
is  to  obtain  an  order  from  a 
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Top  tax  havens 


Luxembourg  has  drawn  up  neck  and  neck  with  Swit- 
zerland as  the  world's  number  two  money  haven,  as 
ranked  by  foreigners'  money  deposited  in  banks.  Swit- 
zerland's figures  are  sometimes  hard  to  get  because 
they  are  often  lumped  with  neighboring  Liechtenstein, 
number  ten  on  our  list.  Of  late,  even  Swiss  banks  are 
said  to  have  moved  billions  of  dollars  into  havens  like 
Liechtenstein  and  Luxembourg.  The  secrecy  is  better, 
and  with  American  investigators  so  pesky  nowadays, 
why  keep  all  your  money  in  one  basket? 


Sources:  IMF.  Das  Schweizevische  Bankwesen.  Walter  Diamond's  Tax  Havens  of 
the  World.  Matthew  Bender  es)  Co..  Albany  N.Y.;  FORBES  estimates. 


Luxembourg  court.  And  foreign  author 
ties  can't  even  ask  for  such  a  court  ordt 
unless  a  depositor  has  been  charged 
home  with  an  offense  that  is  also  a  crimi 
in  Luxembourg  and,  moreover,  relates 
the  account  in  question.  Not  surprisin; 
ly,  no  U.S.  citizen  has  been  the  subject 
such  proceedings. 

For  now  at  least,  there  seems  litt 
reason  for  U.S.  authorities  to  sni] 
around,  but  that  may  soon  change — pai 
ticularly  for  such  offenses  as  insider  rrac 
ing  and  stock  manipulation.  Thougj 
trading  in  U.S.  stocks  through  Luxerd 
bourg  and  Belgium  totaled  only  $10  bi 
lion  last  year,  compared  with  $40  billioj 
of  U.S.  stock  trading  from  Switzerlanc 
the  volume  is  growing  rapidly,  up  \00°/< 
in  1986  from  1985  levels.  This  year  th 
trading  is  continuing  apace. 

The  Grand  Duchy  is  going  to  grea 
lengths  to  facilitate  the  banking  influx 
and  the  bankers  happily  respond.  A 
Robert  Hall,  Texas-born  manager  of  a  sprawling  Du  Pon 
chemical  plant  outside  Luxembourg  City,  puts  it,  "Bank 
ers  treat  countries  like  hotels.  They  go  wherever  thi 
amenities  are  best.  If  the  laws  change,  they  can  just  picl 
up  their  typewriters  and  leave." 

Thus,  in  1981  and  agaii 
in  1984,  Luxembourg's  Paii 
liament  actually  strength 
ened  bank  secrecy  laws 
mandating  jail  sentence! 
for  anyone  making  unau 
thorized  disclosures  aboui 
secret  bank  accounts.  Ea 
plains  Foreign  Affairs  an« 
Economy  Minister  Jacquei 
Poos,  "We  discovered  thai 
our  tight  secrecy  could  b» 
sold  all  over  Europe  and 
over  the  world." 

Selling  secrecy?  Inter 
views  with  other  Luxem 
bourg  government  officials 
suggest  a  similar  attitude] 
to  a  man,  they  view  theii 
country  as  though  it  were  i 
corporation  in  search  o 
profitable  new  niches. 

In  Luxembourg  private 
banking  means  jobs  and 
economic  growth  for  & 
country  geographically 
smaller  than  the  state  o| 
Rhode  Island  and  with  few 
natural  resources.  Even 
Luxembourg's  laboi 
unions,  which  haven'l 
launched  a  major  strike 
since  1921,  take  a  concilia- 
tory attitude  toward  busi- 
ness and  banking.  "We  are  a 
middle-class  country,"  ex^ 
plains  Prime  Minister  Jac- 
ques Santer.  "Labor  leaders 
and  government  leaders 
and  bankers  have  all  gone 
to    school    together  and 
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Battle  of  the  bankers 


$160     Foreign  deposits  (Sbillions)* 


;rved  in  the  army  together." 
Actual  foreign  deposits  rarely  flow 
lto  Luxembourg's  economy  but  are  in- 
tead  invested  in  Eurobonds  or  commer- 
ial  loans  outside  the  Duchy.  Even  so, 
ie  banking  sector  today  directly  and 
idirectly  employs  nearly  10%  of  Lux- 
mbourg's  165,000-strong  work  force,  an 
nportant  reason  Luxembourg  boasts  a 
.3%  unemployment  rate  nationwide, 
ie  lowest  in  the  European  Economic 
iommunity.  Top-flight  financial  secre- 
iries  are  so  scarce  that  they  command 
Jew  York-level  salaries  ranging  to 
50,000,  including  bonuses.  Meanwhile, 
ie  economy  continues  to  expand  at 
.5%  annually. 

Is  Luxembourg  then  becoming  a  refuge 
it  drug-  and  crime-related  money?  The 
uthorities  deny  it.  "We  must  be  very 
areful  about  the  type  of  deposits  we 
^cept,"  says  Crown  Prince  Henri,  who 
eads  the  government's  economic  devel- 
pment  committee.  "There  will  always  be  the  risk  of  a 
:andal,  but  we  feel  it  is  a  calculated  risk." 

How  calculated?  Luxembourg's  wishful  strategy  boils 
own  to  self-enforcement,  relying  on  bankers  to  turn  away 
inds  that  might  be  tainted  by  drugs  or  other  criminal 
ealings.  It  is  an  approach 
lat  has  proved  inadequate 
l  other  tax  havens  like  the 
ahamas  and  Panama  and 
lay  come  back  to  haunt 
uxembourg  as  well.  Al- 
;ady  the  Duchy's  roster  of 
anks  includes  such  well- 
nown  names  as  Switzer- 
ind's  Bank  Leu.  Bank  Leu, 
ou  remember,  last  year  ad- 
litted  that  its  Bahamas 
ranch  served  as  a  haven  for 
legal  dealing  by  Wall 
treet  insider  trading  felon 
>ennis  Levine. 

Tax  evasion?  That's  an- 
ther matter.  The  European 
ttitude  toward  tax  evasion 
;  much  more  relaxed  than 
ie  U.S.  attitude.  As  many 
p  80%  of  the  clients  at 
ome  Luxembourg  banks 
jutinely  arrange  to  have 
leir  financial  correspon- 
ence  mailed  to  post  office 
oxes  right  in  their  Luxem- 
ourg  banks.  In  this  way, 
ie  mail  can  be  picked  up  at 
ie  holder's  convenience 
'ithout  inviting  awkward 
uestions  from  a  snooping 
ostman — or  taxman — as 
)  why  official-looking  let- 
;rs  keep  turning  up  from 
Dme  mysterious  Luxem- 
ourg  bank. 

Secrecy  isn't  the  Duchy's 
nly  attraction.  Luxem- 
ourg  doesn't  tax  invest- 
lent      income — interest, 


Prime  Minister  Jacques  Santer 
Thanks  to  banking  and  in- 
surance, few  worries  about 
a  dying  steel  industry. 
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SEC  begins  to  probe 
Swiss  accounts  in  St. 
Joe  Minerals  and  Santa  Fe 
International  insider 
trading  cases. 


U.S.  and  Swiss  sign 
cooperation  treaty  on 
bank  secrecy. 
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Upstart  Luxembourg  is  poised  to  surpass  Switzerland 
this  year  as  a  haven  for  foreign  cash.  With  Swiss  bank 
secrecy  eroding,  Luxembourg  has  become  popular 
among  tax-averse  "private  banking"  clients,  be  they 
shipping  magnates,  rock  stars  or  Belgian  dentists.  The 
tiny  duchy  helped  its  own  cause  in  1981  and  again  in 
1984  by  tightening  its  bank  secrecy  laws.  With  restated 
data  to  reflect  current  exchange  rates,  this  chart  shows 
Luxembourg's  meteoric  rise  without  the  distorting 
effects  of  the  U.S.  dollar's  runup  in  the  early  1980s. 


•  Restated  to  reflect  current  exchange  rates,  t  FORBES  estimates. 
Sources:  IMF:  Das  Schweizevische  Bankwesen 


dividends  and  capital  gains.  In  Switzer- 
land interest  income  on  bank  deposits  is 
taxable  at  35%  a  year. 

Luxembourg's  new  enthusiasm  for  fi- 
nancial services  is  not  all  that  much  dif- 
ferent from  that  shown  by  many  U.S. 
manufacturing  companies  that  have  di- 
versified into  financial  services.  During 
much  of  the  20th  century,  the  Duchy 
was  a  major  European  steel  producer,  at 
one  point  supplying  upwards  of  2%  of 
total  world  steel  output.  But  since  the 
1960s,  the  country  has  worked  steadily 
to  diversify  away  from  that  troubled 
business. 

Today  the  emphasis  is  not  just  on 
banking,  but  also  on  insurance  and  tech- 
nology. One  new  venture,  Societe  Euro- 
peenne  des  Satellites,  will  next  year  be- 
gin beaming  16  channels  of  commercial 
television  via  satellite  across  Western 
Europe.  Because  some  of  the  program- 
ming companies  are  likely  to  use  materi- 
al from  U.S.  networks,  movie  studios  and  independent 
programmers,  the  project  has  caused  growling  by  Europe- 
ans who  say  they  don't  want  their  culture  overwhelmed. 

But  Luxembourgers  themselves  couldn't  care  less.  For 
centuries,  they've  spoken  at  least  three  languages:  French, 

German  and  their  native 
Letzebuergesch,  which  is  a 
mixture  of  French,  German 
and  Celtic.  Besides,  they 
know  there  is  money  to  be 
made  in  satellite  program- 
ming, and  they  want  in  on 
the  action. 

Meanwhile,  the  Duchy 
is  also  finding  a  niche  in 
insurance.  In  the  past 
three  years  lenient  new  tax 
laws  have  induced  43  com- 
panies to  establish  captive 
reinsurance  operations  in 
Luxembourg.  Recent  arriv- 
als include  such  well- 
known  companies  as 
Volvo,  Philips  NV,  Saab, 
Electrolux  and  Banque  Na- 
tionale  de  Paris.  Recently 
New  York  City-based 
American  International 
Group,  one  of  the  world's 
leading  property  and  casu- 
alty insurance  underwrit- 
ers, signed  a  deal  to  begin 
its  own  Luxembourg  rein- 
surance operation. 

Deplore  it  or  rejoice  in  it, 
the  1,000-year-old  Grand 
Duchy  has  become  a  thriv- 
ing free  enterprise  zone  on  a 
continent  that,  so  often, 
seems  to  be  sinking  into  a 
morass  of  taxation  and  reg- 
ulation that  stifles  enter- 
prise. The  more  socialistic 
the  rest  of  the  world  be- 
comes, the  more  it  needs 
Luxembourgs.  ■ 


SEC  opens  Swiss 
accounts  in  Mordo 
RCA  insider  trading 
case.  Marcos  assets 
frozen  in  Swiss 
accounts. 


Luxembourg 
tightens  its 
bank  secrecy 
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As  Western  statesmen  decry  Japans  exces- 
sive savings,  the  country's  'single  aristo- 
crats" are  doing  their  part  to  keep  the 
economy  moving — and  creating  a  retail- 
ing fortune  for  Marui  Co.  s  Tadao  Aoi. 

James  Baker,  meet 
the  dokushin 
kizoku 


By  Andrew  Tanzer 


Tokyo  retailer  Tadao  Aoi,  54, 
is  the  first  to  admit  he  isn't 
interested  in  selling  to  his  own 
generation.  "If  older  people  shopped 
at  our  stores  in  Shinjuku,  they'd  find 
nothing  to  buy,"  he  says  on  a  tour  of 
one  of  his  34  apparel  department 
stores  in  the  bustling  Shibuya  district 
of  Tokyo.  He  adds:  "I'm  the  only  one 
around  here  wearing  a  dark  blue  suit." 

Aoi  is  president  of  Marui  Co.,  a 
Tokyo  apparel  retail  chain  started  in 
1931  by  his  father  and  taken  over  by 
Aoi  in  1972.  These  days  Marui's 
stores  are  the  trendiest  shopping 
places  in  a  town  that  is  getting  more 
cosmopolitan  by  the  min- 
ute. In  a  generally  lacklus- 
ter Japanese  retail  sector, 
Marui's  sales  rose  12%  (in 
yen  terms),  to  $2.7  billion 
last  year;  aftertax  profits 
climbed  21%,  to  $103 
million,  giving  Marui  the 
highest  return  on  sales  in 
the  industry.  From  $15 
million  when  Marui  went 
public  in  1963,  the  chain's 
market  value  has  grown 
to  a  recent  $5.2  billion. 
Aoi  and  his  family  own 
2.5%  of  the  stock. 

Aoi  has  achieved  this 
success  by  targeting,  for 
several  years,  what  is  now 
the  most  dynamic  seg- 
ment of  the  Japanese  con- 
sumer market:  Japan's 
young  urban  adults,  espe- 
cially college  students  and 
single  workers.  These 
youths  are  ignorant  of 
their  parents'  hardships 
and  sacrifices  and,  so, 
spend  while  their  parents 
save.  "Middle-aged  people 


earn  more  money,"  explains  Aoi,  "but 
they  don't  spend  much." 

Tokyo's  large  university  population 
represents  a  rich  reservoir  of  deter- 
mined consumers.  In  Japan  the  ele- 
mentary and  secondary  schooling 
years  are  arduous,  college  entrance 
examinations  grueling.  But  once  the 
students  get  into  college,  they  are  cod- 
dled by  proud  parents  and  a  permis- 
sive higher  education  system.  There 
is  little  homework  and  lots  of  class- 
cutting.  Many  students  work  part- 
time  for  more  than  20  hours  a  week 
and  earn  up  to  $1,000  a  month,  on 
which  they  pay  little  or  no  tax.  On  top 
of  that,  they  typically  receive  allow- 
ances of  $300  a  month  from  parents; 


Marui  Cx>  President  Tadao  Aoi 

Clothing,  and  credit,  for  Tokyo's  young  consumers 


many  live  free  at  home.  As  a  result, 
there  is  plenty  of  cash  to  fuel  their 
consumption. 

Young  workers  who  are  putting  off 
marriage  are  even  better  off.  They 
generally  live  at  home  and  spend  lav- 
ishly. The  Japanese  call  these  single 
workers  with  high  disposable  in- 
comes, and  consumption  propensities 
to  match,  the  dokushin  kizoku,  or  "sin- 
gle aristocrats." 

Like  all  great  retailers,  Aoi  owes  his 
success  to  anticipating  trends.  In  the 
late  1970s  his  antenna  began  quiver- 
ing when  he  noticed  that  Tokyo's  sin- 
gle aristocrats  were  snapping  up  ap- 
parel made  by  Japan's  own  up-and- 
coming  designer  houses.  He  quickly 
remodeled  his  stores  and  became  the 
first  retailer  to  mass-merchandise 
young-designer  brands  with  names 
like  Bigi  and  Comme  des  Garcons. 
Last  year  Marui's  high-margin  fashion 
sales  accounted  for  25%  of  merchan- 
dise revenues.  Aoi's  stores  now  gener- 
ate 10%  of  the  country's  estimated 
$6.5  billion  of  designer  sales  targeted 
at  youth,  and  all  the  top  designers — 
including  those  that  own  boutiques 
competing  with  Marui— are  eager  to 
position  their  wares  in  Aoi's  lively 
stores. 

What  of  Mitsukoshi,  Takashimaya 
and  Tokyo's  otlier  traditional  trend- 
setting  department  stores?  Luckily  for 
Aoi,  they  have  been  slow  to  wake  up 
to  Japan's  youth  fashion  boom.  "De- 
partment stores  want  to  target  youn- 
ger customers,  but  they  don't  know 
how,"  says  Aoi.  "If  they 
do  it  too  quickly,  they 
could  lose  all  of  their  [old- 
er] customers." 

Aoi  constantly  remod- 
els his  stores.  Last  year 
alone  he  spent  $100  mil- 
lion to  make  over  27  of  his 
34  stores,  all  of  which  are 
situated  near  railway  sta- 
tions; most  single  aristo- 
crats commute  to  work 
and  classes.  In  1986  he  no- 
ticed an  emerging  male 
fashion  fad.  "Women,"  he 
explains,  "don't  want  to 
go  out  with  unfashionable 
men."  To  exploit  the 
trend,  he  converted  a 
Marui  sporting  goods 
store  in  Shinjuku  to 
menswear,  doubling  the 
store's  sales.  Aware  that 
he  may  miss  an  important 
trend,  he  gives  his  three 
regional  managers  great 
autonomy  over  operations 
and  merchandising. 

Recalling  Charles  Rev- 
son  and  other  great  busi- 
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Marui  Co.  's  flagship  store  in  Tokyo 's  Shibuya  district 

Several  Marui  stores  are  favored  dating  places  for  the  single  aristocrats. 


nessmen-psychologists,  Aoi  doesn't 
iust  sell  products.  He  sells  a  new  kind 
of  lifestyle  in  a  country  where  even 
the  young  struggle  to  keep  pace  with 
accelerating  economic  change.  Ten 
years  ago  a  trip  to  Hawaii  was  a  luxu- 
ry for  middle-class  Japanese.  Today 
young  Japanese  travelers  cover  the 
world.  Thus,  a  typical  Marui  ad,  aired 
on  late-night  TV,  shows  Japanese- 
speaking  Americans  in  New  York 
City  introducing  chic  discos  and  res- 
taurants. Several  Marui  stores  have 
become  favored  places  for  single  aris- 
tocrats to  go  on  dates. 

When  Aoi  assumed  Marui  Co.'s 
presidency  from  his  father  in  1972,  he 
noticed  another  trend:  that  Japanese 
youth,  unlike  their  parents  but  like 
their  Western  counterparts,  like  shop- 
ping on  credit.  Shopping  on  credit 
used  to  have  a  bad  name  in  Japan,  but 
Aoi  began  promoting  Marui 's  plastic, 
named  Red  Card,  with  a  vengeance. 
Today  there  are  8.9  million  Red  Cards 
in  circulation,  far  more  than  for  any 
other  Japanese  retailer.  Aoi  estimates 
80%  of  young  adults  in  the  Tokyo 
area  now  carry  a  Red  Card.  Last  year 
over  60%  of  sales  at  Marui  were  on 
credit,  compared  with  10%  at  most 


Japanese  department  stores. 

According  to  Nomura  Research  In- 
stitute retailing  analyst  Hirokazu 
Ishii,  the  average  purchase  at  Japanese 
department  stores  is  $33.  At  Marui 
the  average  sale  is  ten  times  that. 

To  further  enhance  the  lifestyle  of 
Tokyo's  single  aristocrats,  Aoi  in 


1981  created  a  Marui  Co.  division  of- 
fering travel  agency  services,  driver 
education  classes  and  other  services. 
By  last  year  revenues  from  Marui 's 
nonretailing  businesses  had  jumped 
to  $187  million,  7%  of  total  sales. 

Also  in  1981  Aoi  introduced  his 
consumer-finance  division  to  pump 


High-margin  accessories 

"Women,"  says  Aoi,  "don't  want  to  go  out  with  unfashionable  men. 
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"U.S.  Trust's  tax  evaluation 
of  our  family  business  at  a  time  of  transition  was 
highly  professional  and  convincing  to  the  IRS." 


Collier  W.  Baird.  Jr. 
Chairman.  Baird  Rubber  &  Trading  Co. 


Inc. 


An  up-to-date  understanding  of  tax  law  is  but  one  of  many 
specialized  disciplines  we  integrate  into  the  management  of  your 
assets.  Please  contact  Mary  B.  Lehman,  Senior  Vice  President, 
United  States  Trust  Company  of  New  York,  1 1  West  54th  Street, 
New  York,  NY  10019.  (212)887-0446. 

U&Trust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


Here's 
one  for 
the  road 


0. 


And  for  your  home.  And  your 
office.  And  your  hotel  room. 

For  wherever 
you  are,  the 
Pearlcorder"" 

S820  MICROCASSETTE'"  recorder 
from  Olympus  puts  you  in  control. 

Elegantly  simple  to  operate  and 
portable,  the  S820  is  the  most ; 
vanced  of  the  Pearlcorder  serie 
of  MICROCASSETTE  recorders, 
all  offering  supreme  dictation 
ease  and  efficiency. 

And  far  more.  For  they  are  components 
of  the  Pearlcorder  MICROCASSETTE 
System  2000,  which  offers  comprehensive 
dictating  capabilities.  Including  remote 
telephone  dictation  directly  into  your 
home  office.  All  designed  to  accelerate 
and  enhance  total  office  communications. 

Get  into  the  dictating  system  built  for 
versatility  and  trouble-free  performance. 
Check  your  Yellow  Pages  for  the  name  of 
your  local  Olympus  Dictation  dealer. 

For  no-obligation  demo,  call: 

1  -800-631  -7777  (inNj,  1-800-522-4159) 

Pearlcorder 

MICROCASSETTE" 
SYSTEM  2000 

OLYMPUS  CORPORATION 

Crossways  Park.  Woodbury.  N  Y  11797 


more  purchasing  power  into  the  doku 
shin  kizokn.  Recalls  Nomura  Researcl 
Institute's  Ishii:  "It  was  taboo  to  lem 
money  to  young  people."  But  Aoi  is 
merchant,  not  a  diplomat,  and  h< 
pushed  ahead. 

The  consumer-lending  busines 
mainly  takes  two  forms:  a  cashin] 
service  for  Red  Card  holders,  wh< 
may  use  their  cards  in  cash  machines 
outside  Marui  stores;  and  special-pun 
pose  loans.  The  loans  are  for  sucn 
Marui-brokered  services  as  driven 
education  classes  (which  cost  at  leasi 
$1,300  in  Japan)  and  telephone  install 
lation  ($600). 

"These  are  necessities  for  younjj 
people,"  asserts  Aoi.  And  he  charged 
accordingly.  While  Marui  gets  bei 
tween  7%  and  12%  on  its  installment 
credit  purchases,  it  charges  an  almost 
usurious  27%  on  its  cashing  service 
and  14.25%  to  20%  for  its  special- 

Marui  charges  an  almost 
usurious  27%  on  its  cashing 
service.  But  young 
Japanese  have  little  choice: 
The  notorious  sarakin 
exact  at  least  35%. 

purpose  loans.  Marui 's  borrowing 
cost?  About  4%.  But  young  Japanese 
have  little  choice:  The  notorious  saraA 
kin,  or  loan  sharks,  exact  at  least  35%, 
and  bank  borrowing  entails  red  tape 
disincentives.  Tokyo  security  ana- 
lysts estimate  Marui  now  earns  25%i 
to  33%  of  its  total  profits  from  its| 
consumer  finance  business. 

Isn't  lending  money  to  young  peo- 
ple risky?  Aoi  insists  not.  He  has  in-* 
stituted  a  tight  credit-checking  sys- 
tem and  won't  let  credit  balances  ex- 
ceed $1,333.  Apparently  the  single! 
aristocrats  aren't  abusing  their  credit1 
privileges:  Marui 's  average  account's 
outstanding  credit  balance  is  $333, 
and  Aoi  says  losses  on  bad  debts  come 
to  under  1%  of  total  loans. 

To  prepare  younger  Japanese  for  the 
single  aristocracy,  Aoi  is  now  market- 
ing a  noncredit  card  to  high  school 
students;  the  card  entitles  them  to 
discounts  at  movie  theaters  and  ad- 
mission to  Marui-sponsored  concerts 
and  fashion  shows. 

But  don't  expect  a  U.S.  debut  for 
this  bright  and  aggressive  merchant. 
Aoi  says  that  he  believes  retailing 
doesn't  travel  well,  and  adds  that  he 
will  study  the  Osaka  market,  Japan's 
second  biggest,  for  several  years  be- 
fore setting  up  any  stores  there.  But  if 
Marui  won't  come  to  the  U.S.,  inves- 
tors can  go  to  Marui:  Farsighted  for- 
eign investors  already  own  25%  of  the 
company.  ■ 
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We're  already 
making  plans  for 
theyear2000. 


Consolidated  Freightways  is  one  freight  trans- 
portation company  that  keeps  its  eyes  firmly  on  the 
road  but  isn't  afraid  to  think  about  things  down  the 
road.  But  we've  been  doing  this  for  years.  After  all,  we 
pioneered  the  use  of  doubles.  We  were  the  first 
to  provide  service  to  and  from  Canada,  Mexico  and 
Hawaii.  And  our  extensive  computer  system  is  the 
most  advanced  in  the  industry.  In  fact,  we're  already 
experimenting  with  satellite  communications  between 
freight  terminals  and  our  central  computers.  And 
down  the  road  we're  planning  mobile  satellite  trans- 
mitters between  trucks  and  the  CF  computer  system. 
So  you  can  look  forward  to  superior  reliability, 
increased  capacity  and  lower  cost.  At  CF,  the  year 
2000  isn't  science  fiction,  it's  business  fact. 


COnSOUDfiTED 
FREIGHTUIRVS,  IRC. 

The 
Company 

Miles  aheaD 


John  Rowe  finally  put  Central  Maine 
Power's  nuclear  problems  behind  him.  But 
now  they've  come  back  in  a  different  and 
even  more  threatening  form. 


Humble  pie 


By  James  Cook 


F|  ive  years  ago  Augusta's  Cen- 
tral Maine  Power  Co.  was  up  to 
its  transmission  lines  in  trouble. 
There  were  the  usual  hassles  with  the 
state  Public  Utilities  Commission 
over  rates,  cogeneration  and  the  cost 
of  its  nuclear  power  program.  Local 
antinuclear  extremists  had  proposed 
another  referendum  to  shut  down 
CMP's  Maine  Yankee  nuclear  power 
station,  and  a  defeat  at  the  polls  two 
years  earlier  hadn't  deterred  them.  A 
CMP  senior  vice  president  perjured 
himself  before  the  commission, 
CMP's  then-president  reportedly  or- 
dered some  company  records  de- 
stroyed, and  the  commission  was  so 
outraged  it  was  threatening  to  cite  the 
company  for  contempt. 

And  the  worst  was  still  ahead.  CMP 
stock,  which  had  sold  as  high  as  17  in 
1983,  was  down  to  8  in  1984,  and  the 
dividend  was  progressively  cut  back 
from  $1.88  to  $1.40. 

Which  is  how  lohn  W.  Rowe,  now 
42,  a  lawyer  with  nuclear  regulatory 
experience,  happened  to  come  to  the 
company.  Rowe  threw  over  his  job  as 
senior  vice  president  with  Conrail  in 
late  1983  and  headed  down  east  to 
take  over  the  CMP  presidency.  Armed 
with  a  thoughtful,  meandering,  non- 
confrontational  manner,  Rowe  tack- 
led these  tough  problems.  CMP 
thought  it  was  entitled  to  recover 
through  its  rate  structure  all  of  the 
$276.2  million  it  had  invested  in  vari- 
ous nuclear  power  projects,  including 
six  that  were  canceled.  The  commis- 
sion saw  no  reason  consumers  should 
pay  for  what  it  claimed  was  manage- 
ment's imprudence. 

But  with  Rowe  now  in  charge,  the 
company  and  the  commission  were 
finally  able  to  work  out  a  deal.  The 
company  would  write  off  $85  million 


in  canceled  or  uncompleted  plant,  and 
the  commission  would  admit  $191.2 
million  of  the  remaining  costs  in- 
curred through  the  end  of  1984  into 
the  rate  base.  That  wiped  out  most  of 
CMP's  earnings  in  1985,  but  it  cleared 
the  air. 

And  last  year  Rowe  cleared  the  last 
of  CMP's  nuclear  problems  off  the 
books.  He  sold  the  company's  6%  in- 
terest in  the  long-delayed  Seabrook 
nuclear  project  to  Eastern  Utilities 
Associates  for  30  cents  on  the  dollar 
and,  as  the  Millstone  3  nuclear  plant 
went  into  operation,  wrote  off  15%  of 
the  investment. 

CMP  also  caved  in  on  cogeneration, 
something  the  company  had  resisted 
for  years  and  something  the  state's 
forest  products  industries  could  pro- 
vide in  abundance.  To  date  CMP  has 
signed  78  long-term  agreements 
worth  $2.8  billion  to  buy  power  from 
cogenerators  and  other  small  produc- 
ers. Altogether,  these  contracts  will 
provide  427,000kw  of  capacity,  which 
is  38%  of  CMP's  projected  needs,  by 
the  year  2000. 

Overall,  CMP  will  be  paying  more 
for  cogenerated  power  than  it  would 
pay  these  days  if  it  bought  power  else- 
where— as  much  as  12  cents  per 
kwh — but  the  ratepayers  will  have  to 
pay.  "This  is  good,"  Rowe  says,  "in 
the  sense  that  it  has  made  the  state 
happy  with  us,  but  it  will  require  rate 
increases  over  the  next  two  or  three 
years,  and  our  customers  won't  like 
that." 

CMP's  job,  Rowe  explains,  is  not  to 
pursue  arrogantly  its  own  vision  of 
the  public  interest  but  to  respond  to 
the  wishes  of  the  community — and  if 
that  means  expensive  cogeneration 
and  the  abandonment  of  nuclear  pow- 
er, so  be  it. 

For  CMP,  Rowe's  willingness  to 
bend  to  demands  from  vociferous  ele- 


ments of  public  opinion  has  a  silvei 
lining.  What  these  deals  acknowll 
edge,  Rowe  explains,  is  that  the  comt 
mission  no  longer  wants  CMP  to  pro- 
vide any  additional  generating  capacit 
ty.  Cogeneration  won't  be  enough  tc 
meet  the  3%  annual  growth  in  dei 
mand  Rowe  expects  for  the  rest  of  th< 
century.  So  CMP  has  just  worked  oul 
a  tentative  agreement  with  neighbor! 
ing  Hydro-Quebec  to  build  a  $250 
million  transmission  line  to  bring  Cai 
nadian  hydroelectric  power  into  the 
state,  400,000kw  in  1992,  900,000kw 
by  2000. 

It's  a  fairly  good  deal  for  the  state 
The  cost:  9.5  cents  per  kwh,  vs.  may 
be  22  cents  for  the  Seabrook  nucleai 
power  CMP  relinquished,  13  cents  foi 
new  oil  or  coal  generation.  But  having 
been  burned  badly  on  its  long-term 
nuclear  projects,  Rowe  has  no  intefr 
tion  of  letting  CMP's  stockholders 
carry  the  risks  of  a  $9  billion  contracl 
that  runs  until  2020. 
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WW's  John  Rowe  at  a  hydro  station  on  Maine's  Androscoggin  River 
"he  idea  was  to  respond  to  the  community's  wishes. 


"We  want  legislative  assurance  that 
ve  will  in  fact  recover  every  dollar  we 
nit  in,"  Rowe  says.  "Right  now  we're 

billion-dollar-balance-sheet  compa- 
ly  with  $2.8  billion  in  off-balance- 
jheet  long-term  contracts.  By  1992 
ve'll  probably  be  a  $1.3  billion  com- 
pany with  $12  billion  in  long-term 
ontracts.  If  the  state  will  tell  us  that, 
10  matter  what  happens,  we're  free  to 
ait  the  costs  in  our  rates,  we  will  do 
he  deal  on  a  passthrough,  no-return 
tasis,  just  as  we  do  on  our  cogenera- 
ion  contracts."  There's  a  sweetener 
n  the  deal.  Rowe  hopes  to  sell  at  least 

third  of  that  imported  power  outside 
he  state  at  a  profit. 

Things  would  be  rosy  but  for  one 
hing:  The  antinukers  haven't  let  up 
heir  pressure.  CMP  now  faces  the 
oss  of  its  largest  and  lowest-cost  pow- 
:r  resource,  the  15-year-old  38%- 
>wned  Maine  Yankee  nuclear  power 
tation,  which  produces  a  quarter  of 
he  company's  power  at  2  cents  per 


kwh.  That  referendum  to  close  Maine 
Yankee  is  back  on  the  ballot  for  the 
third  time,  and  this  time  the  issue  has 
gotten  involved  with  proposals  to  es- 
tablish nuclear  waste  sites  in  the 
state.  There's  a  great  deal  at  risk.  It 
could  cost  CMP  $500  million  to  re- 
place Maine  Yankee's  lost  power  and 
$1  billion  to  $2  billion,  perhaps  more, 
to  compensate  CMP  and  the  ten  other 
owners  if  the  plant  is  shut  down. 

With  the  1985  writeoffs  out  of  the 
way,  CMP's  earnings  rose  to  $45  mil- 
lion, or  $1.54  a  share,  last  year,  the 
third-highest  in  history,  and  would 
have  topped  $55  million  but  for  that 
$17.2  million  writeoff  on  Millstone  3. 
This  year  Rowe  aims  at  earning  at 
least  $  1 .90  a  share,  which  would  bring 
CMP  close  to  the  13%  return  the 
commission  currently  allows  and  put 
it  back  on  its  traditional  long-term 
growth  line. 

But  the  sword  of  that  referendum 
still  hangs  over  the  company.  ■ 
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A"|L^S  TANQUERAV  * 
\4  L°.NpON.  ENGLAND 


Own  a  bottle. 


Its  worth  the 
price  to  have  at  least  one 
thing  in  your  life  that's 
absolutely  perfect. 


Tanqueray  Gin.  A  singular  experience. 


TANQUERAV* 
94  b  PROOF 


r*  IMPORTED  FNGl  tSH  GIN.  I00\  GRAIN  Nf  Ul  RAI  SPIRITS. 
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Reasons  to  keep 
the  typewriter 

I  nave: 


2. 


Reasons  to  bii 

a  new  IBM 
typewriter: 

INo  matter  how  comfortable  you  are  wi 
your  old  reliable,  you'll  feel  even  morel 
•  fortable  with  a  new  reliable.  Today's  fq 
of  IBM  typewriters  has  the  features  IBM  type- 
writers are  famous  for,  plus  some  new  ones  yo 
Store      ^e  even  better.  And  they're  n 
just  easy  to  use,  but  easy  to  le; 

You  can  make  revisij 
without  having  to  rej 
l#  whole  pages.  Both  t\ 
IBM  Wheelwriter®  6  and  tl} 
Quietwriter®  8  typewriters  ^ 
store  up  to  31 ,000  characters  of  memory  at  a  t] 
and  then  recall  those  pages  as  you  need  themj 

3 If  you've  liked  the  feel  of  IBM  typewn 
you'll  be  glad  to  know  we  haven't  lost! 
•  our  touch.  Our  new  ones  feel  just  as  gj 
as  our  old  ones.  We  have  made  some  adjustmej 
though.  We've  added  features  that  adjust  to  y< 
such  as  keyboards  that  tilt  to  different  position! 

4 To  center  a  line,  you  won't  have  to  col 
characters  anymore.  These  typewrite 
•  center  automatically.  They  can  alsoji 
■hi  and  make  carrier  returns  automatical 
and  even  underline  words  as  you  type  them. 

FAs  easily  as  you  can  typj 
"W  T4t—^    letters,  you  can  make  tr| 
▼  disappear.  Just  press  a  Id 

and  you  can  automatically  back  up  and  erase  £ 
character,  a  word,  or  in  some  cases,  several  lin 


//' 


Tf 


The  IBM  Aetionwriter'"  1  Typewriter 


The  IBM  Wheelwriter®  3  Typewriter 


As  your  office  expands, 
so  can  your  uses  for 

I  these  typewriters.  The 

writer^  Wheelwriter  and 

writer  typewriters  can  all  be 

d  in  to  personal  computers  to  serve  as  letter- 
printers,  yet  can  still  be  used  as  typewriters. 

r1  A  Spanish?  Si.  If  you  can  write  in  it, 
r     now  you  can  type  in  it.  Or  in  any 
•     of  23  other  languages.  Special 
ind  printwheels  give  you  all  the  characters, 
Is  and  accent  marks  you  need  to  make 
iternational  correspondence  not  just 
ut  j  fantastical 

j 

Misspell  a  word  with  some  type- 
writers and  you  might  not  see  it 
\  until  five  lines  later.  Now,  with  an 
7heelwriter  or  Quietwriter  typewriter 
n  find  out  immediately.  Spell  Check 
Dtion  that  recognizes  misspellings  as 
De  them  and  lets  you  know  with  a  beep, 
l  eep  would  go  off  right  heer.)  It  has  a  built-in 
lary  of  50,000  words  with  room  for  even  more 
or  names  you'd  like  to  add. 


TNE. 


No  matter  w  hat 
you  type,  we've 
got  your  type 
"here  are  dozens  available,  and  with  the  IBM 
-riter  8  Typewriter,  you  can  also  emphasize 
A'ith  wide,  expanded  type  (terrific  for 
gs  and  tides) .  Some  models  even  have  pro- 
lal  spacing,  so  your  documents  don't  look 
they  look  type-set. 

\  As  you  may  guess  by  its  name,  the 
I  IBM  Quietwriter  8  Typewriter  doesn't 
7%  make  a  lot  of  noise.  Its  non-  impact 
g  technology  makes  your  sentences  glide 
silently  onto  the  page. 


$22.29 

U $495.83 
Stacking  money,  or  $8,296,371.00 
any  columns  of  numbers,  has  $24*43 
•  never  been  easier.  Most  models 
can  align  columns  of  numbers 
around  decimal  points  automatically. 

I   /  At  the  touch  of  a  button, 

CI    you  can  move  the  paper 

J  l_  /  J^vJm  UP  or  (jown  by  as  little  as 

1/48  of  an  inch.  So  you  can  easily  put  letters 
exacdy  where  you  want  them,  which  is  really 
helpful  for  complicated  forms.  Some  models  also 
have  half-backspace  keys  that  let  you  squeeze  in 
forgotten  letters  without  overcrowding  the  others. 

«  1    If  you  hate  the  mess  of  changing  ribbons 
and  other  typing  elements,  that's  another 
1  towmi*  good  reason  for  changing  typewriters. 
IBM's  high-quality  ribbons,  correction  tapes,  print- 
wheels  and  electronic  fonts  come  in  special  "clean 
hands"  cartridges.   


BWith  an  optional,  easy-to-read  display, 
you  can  see  what  you're  typing  before 
•  it's  printed.  Which  will  help  you  make 
revisions  before  they  ever  appear  on  your  page. 

MWhen  you  buy  a  new  IBM  typewriter, 
you'll  be  buying  it  from 
•  somebody  special.  Each 
IBM  authorized  typewriter  dealer  has 
been  specially  selected  and  trained 
to  help  you  choose  the  typewriter 
that's  just  right  for  your  needs.  To  find  the  dealer 
that's  closest  to  you,  call  1  800  IBM-2468. 

f"      And ,  in  addition  to  having  so  many 
^\  advanced  features,  every  one  of 
these  models  comes  with  the  three 

letters  that  secretaries 

want  most  on  a  typewriter: 


Authorized 
Dealer 


Typewriters 


\\\ 


^  ~  ,     .    y  y 


The  IBM  Wheelwriter®  6  Typewriter 


The  IBM  Quietwriter®  8  Typewriter 
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Numbers  Game 


Accrual  accounting  lets  thrifts  count  in- 
come before  the  actual  cash  comes  in. 
Unfortunately,  sometimes  the  cash  doesn't. 


Mystery  profits 


By  Laura  Jereski 


CityFed  Financial,  the  elev- 
enth-largest thrift  holding 
company  in  the  U.S.  (1986  as- 
sets, $10.7  billion),  took  an  $84.5  mil- 
lion pretax  charge  in  January  that 
stunned  investors.  The  writeoff 
slashed  1986  earnings  to  $37.5  mil- 
lion, or  60%  of  1985  levels, 
and  sent  the  over-the- 
counter  stock  into  a  free-fall 
that  did  not  stop  until  the 
shares  reached  lOMt,  down 
from  their  level  of  1 8  '/s  only 
six  months  earlier. 

Superficially,  the  thrift 
looked  to  be  suffering  from 
the  same  problem  that 
plagues  many  lenders  in  the 
current  climate  of  falling  in- 
terest rates:  prepayment  of 
mortgages.  But  CityFed's 
problems  proved  worse  than 
expected  because  it  had  been 
pumping  up  earnings  with 
accounting  rules  that  seemed 
more  like  wishful  thinking. 

A  home  mortgage  lender 
since  its  founding  in  1887, 
Palm  Beach,  Fla. -based  Ci- 
tyFed sharply  escalated  its 
lending  activities  after  inter- 
est rates  peaked  in  1981.  Like 
many  other  institutions,  it 
saw  a  no-lose  opportunity:  Write  as 
many  mortgages  as  possible,  then  sell 
them  immediately  to  Fannie  Mae  and 
others.  After  that,  settle  back  to  enjoy 
a  steady  income  stream  from  servic- 
ing the  loan.  In  1986  CityFed  put  to- 
gether $7.2  billion  of  these  deals, 
making  it  one  of  the  industry's  half- 
dozen  most  aggressive  such  lenders. 


Not  only  was  CityFed  eager  to  origi- 
nate new  mortgages,  but  it  also 
proved  remarkably  nervy  in  its  profit 
projections  from  the  business.  As 
soon  as  it  sold  the  loans,  CityFed 
claimed  as  immediate  profit  the  pres- 
ent value  of  all  projected  future  "ex- 
cess service  fee"  income  from  the 
sale.  This  so-called  accrual  account- 


ing is  widely  and  quite  properly  used 
in  mortgage  banking.  It  becomes 
questionable  only  when  two  key  as- 
sumptions about  that  future  income 
are  pushed  to  the  limit.  Those  two 
assumptions  are:  1)  the  actual  admin- 
istrative cost  of  servicing  the  portfolio 
profitably  in  years  to  come,  and  2)  the 
length  of  time  the  mortgages  are  like- 


ly to  be  outstanding. 

CityFed  got  socked  on  both  counts! 
Falling  interest  rates  naturally  enj 
couraged  homeowners  around  the 
country  to  pay  off  existing  mortgages 
by  refinancing  at  lower  rates.  Though 
CityFed  continued  to  assume  as  late 
as  mid- 1986  that  the  average  life  01 
mortgages  in  its  servicing  portfolio 
would  be  ten  years,  in  reality  it  was 
between  two  and  three  years  for  mortj 
gages  sold  in  1984  and  1985.  Thus] 
CityFed  had  grossly  overestimated 
how  much  it  would  make  in  the  fui 
ture  from  the  mortgages  it  had  already 
sold  and  was  now  servicing. 

The  problem  was  compounded  by 
some  Panglossian  assumptions  aboul 
how  cheaply  CityFed  could  service 
the  mortgages.  Most  thrifts  assume  a 
mortgage  portfolio  can  be  serviced 
profitably  for  25  basis  points,  or  one- 
quarter  of  1%  of  the  amount  of  the 
loan.  Arguing  that  it  could  operate 
more  efficiently  than  the  norm,  Cityj 
Fed  assumed  it  could  service  its  load 
portfolio  for  a  fee  as  small  as  12  basis 
points.  With  lower  than  average  adi 
ministrative  costs,  CityFed  stood  tcj 
show  higher  than  average  earnings 
upfront.  The  gimmick  worked  fine  foB 
a  while,  but  when  the  source  of  in] 
come  disappeared,  there  was  that) 
much  more  to  write  off. 

Using  the  same  accrual  aci 
counting  with  more  prudent) 
assumptions  could  have  prcn 
duced  a  less  embarrassing  re-l 
suit  for  CityFed.  Take  Great) 
Western  Financial  Inc.,  the) 
nation's  third-largest  thrift,, 
which  assumes  a  relatively] 
high  37.5-basis-point  service) 
fee  for  its  loans.  That  as4 
sumption  cut  upfront  profits) 
instead  of  stretching  them,, 
as  CityFed  would  have  donej 
with  the  same  portfolio.  Nq 
accident,  then,  that  1986  pro- 
duced no  writeoffs  for  Great) 
Western. 

Or  take  CalFed,  which  last) 
year  raised  its  assumed  ser-' 
vicing  cost  by  60%,  to  a  full) 
40  basis  points,  one  of  thei 
highest  in  the  entire  indus- 
try. Result?  Even  if  interest! 
rates  drop  further,  the  thrift 
has  a  cushion.  If  rates  rise 
in  lac  Hu,v  and  prepayments  begin  to  de- 
cline, the  thrift  reaps  a  bonanza. 

To  be  sure,  CityFed  is  not  the  only 
wishful  thinker  in  the  mortgage: 
game,  but  it  shows  what  can  happen 
when  accrual  accounting  is  used  toi 
bolster  reported  earnings.  In  the  casei 
of  mortgage  banking,  at  least,  better 
to  have  the  cash  in  hand  before  you 
start  bragging  about  profits.  ■ 


54 


FORBES,  APRIL  20,  1987 

■i— i  nmn 


r  - 


The  POSTAGEa&PHONE  *  Master  Account 
System  gives  you  centralized  control  of  all 
your  postage  costs  at  no  extra  charge. 

Think  of  it.  One  monthly  statement  for  all  your 
mailroom  locations  detailing  all  your  postal  expenses 
by  location,  date,  amount.  The  POSrAGE£M>HONE  u 
Master  Account  System  lets  you  reallocate 
funds  instantly  improve  cash  flow  and  save  money 
on  your  total  postal  costs.  The  extra  cost  to  you? 
Not  a  dime.  Exclusively  from  Pitney  Bowes.  Call  us  at 
1-800-MR.  BOWES  (1-800-672-6937),  ext.  719. 
^  ■         Or  write  to  Pitney  Bowes,  1709  Pacific  St., 

Stamford,  CT  06926-0700. 


H  Pitney  Bowes 


On  the  Docket 


How  many  times  does  a  company  have  to 
win  its  case  before  the  law  finally  says  it 
can  stop?  Apparently,  plenty. 


Enough  is  enough 


By  Deirdre  Fanning 


errell  Dow  Pharmaceuti- 
cals is  the  kind  of  client  law- 
yers dream  about.  For  years 
the  company  has  been  embroiled  in 
court  fights  over  whether  Bendectin, 
an  antinausea  pregnancy  drug  it  once 
manufactured,  causes  birth  defects. 
By  1985  so  many  cases  had  been  filed 
against  Merrell  Dow  that  1,160  were 
consolidated  into  a  single  trial  held  in 
February  1985  before  a  Cincinnati 
jury.  That  jury  found  that  Bendectin 
did  not  in  fact  cause  birth  defects. 

Case  closed?  No.  It  seems  that 
some  potential  plaintiffs  in  the  case 
opted  out  of  the  trial  and  since  then 
have  continued  unsuccessfully  to  sue 
the  firm  over  and  over  again  on  the 
same  issue.  Though  more  than 
350  such  cases  are  still  pending,  a 
federal  judge  in  Massachusetts 
last  October  finally  found  the 
gumption  to  dismiss  one  of 
them,  stating  in  his  decision  that 
the  key  point — i.e.,  whether  Ben- 
dectin causes  birth  defects — had 
already  been  fully  resolved  in 
Merrell  Dow's  favor  two  years 
earlier  in  Cincinnati. 

Why  did  it  take  so  long  for  a 
trial  court  to  point  out  the  obvi- 
ous? The  reason  is  the  failure  of 
weak-kneed  judges  to  take  ad- 
vantage of  the  venerable  com- 
mon-law concept  of  "collateral 
estoppel,"  which  exists  specifi- 
cally to  stop  parties  from  litigat- 
ing the  same  facts  over  and  over. 

The  law  of  collateral  estoppel 
says  that  once  a  given  set  of  facts 
between  parties  has  been  litigat- 
ed, the  same  facts  may  not  be 
litigated  in  subsequent  actions 


between  the  same  parties.  Simple 
enough,  right?  The  problems  occur 
when  one  of  the  parties,  the  defen- 
dant, remains  the  same  in  every  case 
and  the  other  one  changes,  as  is  com- 
mon in  product  liability  cases.  Then, 
notes  Sheila  Birnbaum,  a  partner  at 
the  New  York  law  firm  of  Skadden, 
Arps,  Slate,  Meagher  &  Flom,  even 
though  the  salient  facts  of  every  case 
are  virtually  identical,  "the  courts 
have  felt  that  if  you're  not  an  actual 
party  to  a  prior  suit,  you  should  not  be 
bound  by  prior  decisions.  You  haven't 
had  your  day  in  court." 

Jewel  Cos.,  the  Chicago-based  food 
retailer,  found  that  out  the  hard  way 
in  March  1985,  when  an  outbreak  of 
salmonella  poisoning  was  discovered 
in  milk  pasteurized  by  a  dairy  it 


owned.  Five  days  later  Jewel  Cos.  wa 
hit  with  a  class  action  lawsuit  filed  or 
behalf  of  20,000  plaintiffs  wh 
charged  that  the  company  reckless! 
continued  to  sell  the  milk  even  afte: 
it  discovered  the  contamination,  an 
who  sought  punitive  damages  of  mor 
than  $100  million. 

In  January  Jewel  Cos.  won  that  sui{ 
in  a  Chicago  jury  trial.  But  a  numbei 
of  plaintiffs  opted  out  of  that  trial  anq 
filed  their  own  cases.  The  result?  Jew 
el  Cos.  is  going  back  to  court  in  < 
month  to  litigate  the  same  issu^ 
again.  "We  won  the  case,  and  yet  no\*| 
it  seems  like  everyone  else  can  takq 
another  shot,"  says  Richard  Phelan 
one  of  Jewel  Cos.'  lawyers  and  a  part 
ner  in  Chicago's  Phelan,  Pope  &  John 
Even  the  appeals  process  offers  ncj 
relief  to  successful  defendants.  Rathei 
than  stay  all  related  litigation  pending 
appeal,  courts  routinely  allow  ne\\| 
cases  to  be  filed  and  pursued.  Thus, 
CD.  Searle  &.  Co.  was  sued  in  1985  irj 
a  Baltimore  federal  court  by  17  worm 
en  who  claimed  the  company's  coppei 
intrauterine  device  caused  pelvic  in 
flammatory  disease.  Not  only  did  thq 
trial  judge  find  no  linkage  between 
the  product  and  the  disease,  but  his 
ruling  was  upheld  on  appeal.  Mean 
while,  however,  more  than  400  othei 
suits  have  continued  to  proceec 
through  various  other  federal  anc 
state  courts. 

Talk  of  statutorially  broadening 
collateral  estoppel  law  to  apply  tc 
product  liability  actions  has  beer} 
kicked  around  in  Washington,  thus| 
far  to  no  effect.  One  reason  is  surpris 
ing  opposition  from  much  of  the  busi 
ness  community,  which  is  concerned 
that  such  a  law  could  theoretically 
boomerang. 

That  would  happen  if,  say,  i 
corporate  defendant  were  to  lose 
in  the  first  trial,  then  seek  ta 
relitigate  the  matter  in  subse- 
quent suits.  In  such  circum- 
stances, plaintiffs  could  then  use 
collateral  estoppel  to  forgo  any 
future  trials — while  happily  rak- 
ing in  damages  on  behalf  of  every 
new  aggrieved  party  they  could 
drag  into  court. 

Business  opponents  have  a* 
point,  but  so  far  only  a  hypotheti- 
cal one.  Meanwhile,  the  real- 
world  headaches  of  firms  like 
Merrell  Dow  and  others  contin- 
ue to  worsen.  To  help  them,  it 
may  not  be  necessary  to  enact  a 
federal  collateral  estoppel  law. 
But  the  doctrine  does  remain 
readily  accessible  as  a  common- 
law  principle  to  any  judge  will- 
ing to  to  use  it.  More  should  do 
just  that.  ■ 
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IE  PRIVILEGED"  CLIE 


The  Boston  Company  has  a  simple 
approach  to  personal  investment 

BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

to  that  end,  through  our 
subsidiary  Boston  Safe  Deposit 
and  Trust  Company,  we  offer  The 
Boston  Company  Personal  Loan. 
From  realigning  your  debt 
against  your  primary  or 
secondary  residence  with  a 
home  equity  line  of  credit  to 
financing  your  special  needs 
with  a  demand  loan.  marine  loan 
or  line  of  credit.  we  have  the 
services.  rates  and  imaginative 
bankers  that  you  require  * 

For  a  complete  description  of 
The  Boston  Company's  Personal 
Lending  Services,  contact  us  at 
1-800-CALL  BOS  (1-800-225-5267 
Ext.  201). 

And  enjoy  the  advantages  of 
being  a  privileged  client. 

'Certain  products  may  not  he  available  in  all  states. 


THE  BOSTON  COMPANY 


Boston  Safe  Deposit  and  Trust  Company 


Member  FDIC.  An  Equal  Housing  Lender,  til 
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The  Up  &  Comers 


Fumbles 


Alan  Greenspan  is  a  famous  economist. 
Marvin  Josephson  is  a  legendary  talent 
agent.  So  tbey  pooled  their  talents. 

One  plus  one 

plus  one 
equals  zero 


By  Dyan  Machan 


T|  his  is  the  story  of  a  business 
partnership  that  should  have 
been  made  in  heaven  but  ended 
up  far  south  of  there.  One  partner  was 
Alan  Greenspan,  the  estimable  econo- 
mist. The  other  partner  was  Marvin 
Josephson,  or  more  precisely,  his  Jo- 
sephson International,  which  owns 
International  Creative  Management, 
the  talent  agency  that  manages  stars 
like  Meryl  Streep,  Eddie  Murphy  and 
Lily  Tomlin. 


losephson  wanted  to  diversify  into 
financial  services,  money  manage- 
ment in  particular.  Isn't  managing 
money,  after  all,  similar  to  managing 
show  business  talent?  In  Hollywood, 
as  on  Wall  Street,  the  big  money  fol- 
lows the  big  names,  and  a  handsome 
percentage  sticks  to  the  fellows  who 
bring  the  two  together.  And  wouldn't 
it  be  better  (we  imagine  Josephson 
thinking)  to  charge  0.4%  a  year  on  $1 
billion  of  pension  assets  under  man- 
agement than  15%  of  a  temperamen- 
tal star's  $10-million-a-year  income? 


Economist  Akin  Greenspan 

A  mismatch  among  partners. 


Pension  money,  moreover,  tends 
stay  with  its  manager,  whereas  a  : 
may  change  agents  and  may  or  n 
not  work  next  year. 

In  January  1984  Josephson  p 
$18.5  million  for  Herzfeld  &  Sterr 
little  New  York  brokerage  and 
search  house,  and  added  anot 
$23.6  million  to  the  small  fin 
working  capital. 

But  how  to  attract  the  big  pens 
money?  In  the  movies  you  do  it 
signing  up  a  couple  of  star  nam 
Josephson  decided:  Why  not  an 
nomics  star?  This  he  found  in  A 
Greenspan.    Greenspan  served 
chairman  of  the  Council  of  Econon 
Advisers  during  Gerald  Ford's  pre 
dency  and  kept  his  profile  high 
business  and  academic  circles 
chairman  of  Townsend-Greenspan 
Co.,  his  economic  consulting  fir 
Henry  Kissinger,  an  acquaintance 
Josephson's,  introduced  the  agent 
the  economist. 

To  market  their  services,  Josephs 
and  Greenspan  brought  in  a  third  pa 
ner,  Charles  Roderick  O'Neil. 
chairman  of  The  Travelers  Corp.'s 
nance  committee,  O'Neil  was  long 
pension  community  contacts.  He  w 
also  long  on  self-confidence.  "Evei 
thing  I've  ever  been  associated  with 
boasted  O'Neil  last  summer,  "h 
been  a  success." 

In  September  1984  t 
partners  opened  th( 
money  management  fin 
Greenspan  O'Neil  Ass 
ciates,  with  Greenspan 
chairman  of  the  invei 
ment  policy  committt 
Josephson's  name  wasi 
on  the  door,  but  his  mo 
ey  was  behind  the  nc 
company.  Josephson  I 
ternational  agreed  to  p 
up  $3  million,  in  cas 
5  over  three  years;  his  pa 

k  ners  put  up  their  nam 

and  their  contacts. 

From  the  beginnin 
O'Neil  aimed  high — 
retrospect,  unrealistical 
high.  Greenspan  and  J 
sephson  had  envisioned 
business  where  assets  u 
der  management  gre 
modestly  over  time.  B 
O'Neil  was  aware  that 
the  pension  business,  i 
billion  under  manaj 
ment  is  middling  chanj 
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"Private  plane  pilots  and 
Uncle  Sam's  Air  Force  share  more 
than  just  the  sky. 

"For  the  latest,  most  accurate 
weather  information,  both  count 

on  communications 
networks 
designed  by 
Conteir 


To  learn  more  about  Confers  customized  networks  (or 
satellite  service,  private  telephone  networks  or  information 
systems  for  big  business  and  government)  write  to  Contel 
Corporate  Communications,  245  Perimeter  Center  Parkway, 
Atlanta,  Georgia  30346,  s  1967  contel  corporation 


Unlike  his  partners'  idea,  his  was  to 
increase  funds  under  management  to 
$2  billion  dollars  within  five  years. 
And  this  with  no  established  perfor- 
mance record.  To  reach  O'Neil's 
goals,  Greenspan  O'Neil  Associates 
decided  to  approach  only  the  big  pen- 
sion fund  accounts,  those  with  at 
least  $500  million  in  assets. 

The  product  O'Neil  set  out  to  ped- 
dle consisted  mainly  of  Greenspan's 
macroeconomic  analysis  of  secular 
and  cyclical  trends.  The  fairly  obvious 
idea  here  was  that  if  Greenspan's  crys- 
tal ball  showed  interest  rates  falling, 
clients'  money  would  be  traded  out  of 
metals  or  forest  products,  say,  and 
into  utilities  or  savings  and  loans.  To 
pick  the  individual  stocks  to  plug  into 
Greenspan's  macroprognostications, 
the  partners  hired  portfolio  manager 
John  Hsu,  former  pension  investment 
manager  at  Gulf  &  Western,  and  Phil- 
ip Cannistraro,  a  Bankers  Trust  port- 
folio manager. 

This  marriage  of  economics  and 
show  business  was  hardly  consum- 
mated before  it  hit  the  skids.  At  its 
peak,  Greenspan  O'Neil  Associates 
managed  a  mere  $60  million.  That 
brought  in  enough  money  to  pay  rent 
on  the  firm's  lavish  and  expansive 
offices  on  Manhattan's  fashionable 
East  Side,  but  not  much  more.  The 
only  significant  account  the  firm  ever 


got  came  from  Gulf  &.  Western's  pen- 
sion fund,  where  Hsu  had  once 
worked.  Less  than  three  years  after  it 
opened,  Greenspan  O'Neil  Associates 
disappeared. 

The  situation  was  clearly  a  disaster 
from  the  start. 

Performance?  It  was  barely  pass- 
able, and  thus  not  good  enough  to  lure 
serious  money  away  from  other  mon- 
ey managers.  If  all  the  principals  were 


In  1985  Greenspan  O'Neil 
Associates  turned  in  one 
of  the  least  impressive 
records  of  all  pension 
fund  advisers. 


stars  in  their  own  right,  as  a  team  they 
didn't  work  well  together.  O'Neil, 
who  lives  in  Hartford,  Conn.,  was 
rarely  in  the  office  more  than  two 
days  a  week.  According  to  one  insider, 
Greenspan  would  spend  about  an 
hour  and  a  half  every  four  weeks  at 
the  firm's  offices,  going  over  his  eco- 
nomic projections  with  Greenspan 
O'Neil  Associates'  portfolio  manag- 
ers, who  could  also  consult  with  the 
economist  by  phone,  if  necessary 
Sometimes  they  would  follow  Green- 
span's advice;  sometimes  they  would 
play  their  own  hunches. 

In  1985,  its  first  full  year  in  busi- 


ness, recalls  a  former  employee, 
Greenspan  O'Neil  Associates  turned 
in  one  of  the  least  impressive  records 
of  all  pension  fund  advisers.  And  1986 
did  not  play  much  better. 

By  the  late  summer  of  1985,  barely 
a  year  after  starting,  two-thirds  of  fo- 
sephson's  $3  million  had  already  van- 
ished down  the  Greenspan  O'Neil  As- 
sociates drain.  With  no  turnaround  in 
sight,  Josephson  canceled  his  remain- 
ing $1  million  commitment,  in  effect 
leaving  O'Neil  to  dig  into  his  own 
pockets  to  keep  the  company  going. 
(Herzfeld  &  Stern,  losephson  Interna- 
tional's brokerage  firm,  was  sold  in 
the  fall  of  1985;  the  overall  loss  on  the 
brokerage  and  money  management 
businesses  came  to  nearly  $26  million 
before  income  tax  benefits.) 

After  Josephson  departed,  O'Neil 
and  Greenspan  tried  to  make  the  busi- 
ness work.  But  the  big  accounts 
O'Neil  envisioned  never  materialized 
and,  toward  the  end  of  last  year,  the 
game  was  up.  O'Neil  tried  to  sell  what 
was  left  of  the  firm  but  found  no  tak- 
ers. Finally,  on  Jan.  31,  Greenspan 
O'Neil  Associates  closed  for  good. 

Moral?  There  are  two.  First,  that 
businessmen  who  fail  to  see  eye-to- 
eye  should  never  become  partners. 
And  second,  while  the  media  and  the 
moviegoing  public  may  love  famous 
names,  big  money  wants  results.  ■ 


PLAINLY  MORE. 

Canon's  new  FAX-620  brings  the  convenience  of  plain  paper  facsimile 
to  more  businesses  than  ever  before. 

Now  there's  a  plain  paper*  facsimile  within  reach  of  most  any  budget.  The  new  Canon  FAX-620. 
It  not  only  prints  your  messages  with  superb  clarity  on  paper  as  good  as  the  original, 

it  transmits  halftones,  too.  And  speed-dials  up  to  49  locations,  sending  a  crisp,  clear  page 
in  seconds.  It  also  sends  confidential  messages  and  relay  commands  to  another  Canon  fax  with 

compatible  features.  All  for  a  price  that  makes  plain  paper  facsimile  just  plain  affordable. 
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The  Up  &  Comers 


Scavengers 


How  best  to  profit  from  the  demise  of 
smokestack  America?  Ask  Kimmins  Corp. 
Chairman  Francis  Williams. 


Demolition  demon 


By  Burr  Leonard 


Last  year  some  2,500  demolition 
_  outfits  grossed  around  $500 
I  million  dismantling  buildings 
nd  factories — cleaning  up,  as  it  were, 
is  the  U.S.  economy  lightened  up. 

Most  of  those  wrecking  outfits  are 
peal  mom-and-pop  operations.  But 


one  stands  out  head  and  shoulders 
above  all  the  others:  Kimmins  Corp. 
of  Tampa,  Fla.  With  the  restructuring 
of  the  economy,  Kimmins'  revenues 
from  demolishing  and  dismantling 
old  plants  have  climbed  from  $2  mil- 
lion in  1983  to  $11  million  last  year. 
(A  residential  real  estate  operation 
brings  Kimmins  Corp.'s  total  1986 


revenues  to  $35.6  million.) 

Sensing  a  desire  on  the  part  of  the 
public  to  play  a  part  in  the  disman- 
tling of  smokestack  America,  Kim- 
mins Corp.  Chairman  Francis  Wil- 
liams sold  35.5%  of  the  company's  1 .6 
million  shares  to  the  public  last  year, 
at  $5  per  share.  Its  recent  price  was  15, 
which  does  not  reflect  a  3-for-2  stock 
split  scheduled  for  Apr.  1.  "All  these 
big  companies  going  bankrupt  or 
streamlining,"  says  Williams,  "really 
have  a  dramatic  impact  on  a  little 
company  like  ours." 

In  theory,  the  demolition  business 
is  open  to  anyone  who  can  rent  a 
wrecking  ball  and  crane  and  isn't 
afraid  to  get  his  hands  dirty.  But  in 
practice  the  barriers  to  entry  in  this 
highly  specialized  trade  are  as  high  as 
Williams'  experience  in  the  business 
is  long.  The  son  of  a  Lebanese-born 
grocery  store  owner,  he  dropped  out  of 
Georgetown  University  to  start  his 
first  demolition  company  in  1967. 

As  his  demolition  contracts  grew, 
he  added  toxic  waste  cleanup  ser- 
vices— now  a  fast-growth  industry 
(seep.  90).  In  1983  he  and  his  backers 
sold  the  demolition  and  waste  clean- 
up operations  to  Browning-Ferris 
Corp.  for  $84.6  million.  Of  that,  Wil- 
liams, then  40,  received  nearly  $20 
million. 

Not  included  in  the  sale  to  Brown- 


SIMPLY  MORE. 

For  its  small  size  and  price,  Canon's  new  FAX-230  outperforms 
every  other  facsimile  in  its  class. 

Small  enough  to  fit  on  any  desk,  the  new  FAX-230  does  things  no  other  fax 
in  its  price  range  can.  Like  send  picture- perfect  halftones.  Even  confidential  messages  and 
relay  commands  like  the  FAX-620.  And  with  speed-dialing  plus  transmission  in  seconds, 
it's  simply  the  most  reasonable  way  tojout  big  fax  performance  in  any  office. 


FAX  620  and  FAX-230  shown  with  optional  telephone 
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Kimmins  Corp.  Chairman  Francis  Williams 
Building  a  resale  network,  second  to  none 


ing-Ferris  was  Niagara  Falls,  N.Y.- 
based  Kimmins  Corp.,  a  little  demoli- 
tion and  construction  company  that 
Williams  had  operated  on  the  side. 
When  he  sold  out  in  1983,  Williams 
kept  Kimmins  and  moved  the  compa- 
ny to  Tampa.  From  there  he  began 
soliciting  business  from  the  Gulf 
Coast  petrochemical  industries.  As 
petrochemical  companies  became  his 
biggest  clients,  Williams  based  Kim- 
mins' demolition  operations  in  Hous- 
ton and  began  bidding  on  projects 
coast  to  coast,  then  internationally. 

It  was  slow  going  at  first.  In  1983 
and  1984  hundreds  of  projects  sched- 
uled for  demolition  remained  stand- 
ing, and  Kimmins  lost  money  those 
years.  With  favorable  tax  laws  and  the 
mergers  and  acquisitions  boom  in  full 
bloom,  old  plants  could  be  written  up 
and  depreciated — often  more  profit- 
able to  the  owners  than  demolishing 
them.  Falling  oil  prices,  too,  paralyzed 
the  petroleum  industry.  On  top  of  all 
this,  China  announced  its  industrial- 
ization ambitions  and  its  intentions 
to  buy  outdated  Western  factories. 

"Instead  of  tearing  down  factories 
over  here,  companies  sent  engineer- 


ing teams  off  to  China  to  try  to  sell 
their  factories,"  Williams,  a  soft-spo- 
ken but  intense  man,  recalls.  "That 
dragged  out  the  projects." 

That  did  bring  some  business  Wil- 
liams' way.  In  1984  he  landed  a  $1 
million  contract  to  dismantle  a  12- 
acre  plastics  factory  in  Baton  Rouge 
and  ship  the  plant's  595  large  pieces  of 
equipment  to  China's  Anhui  Prov- 
ince. Kimmins'  engineers  showed  a 
Chinese  delegation  how  to  reassem- 
ble the  plant.  This  year  Kimmins  will 
send  used  petrochemical  producing 
facilities  to  Argentina,  Pakistan  and 
Mexico.  All  together,  about  half  Kim- 
mins' plant  relocations  now  occur 
outside  the  U.S. 

As  restructuring  gathered  steam, 
Kimmins'  business  speeded  up.  The 
international  focus  contributed  by 
broadening  the  market  for  pieces  of 
old  plant. 

Traditionally,  wrecking  companies 
keep  whatever  they  find  on  a  site. 
When  Williams  bids  on  a  demolition 
job,  he  assesses  the  actual  wrecking 
costs,  adds  to  that  a  25%  markup  and 
subtracts  the  scrap  value  of  the  plant. 
But  the  real  profits  come  if  the  wreck- 


er can  sell  bits  and  pieces  o 
the  rubble  not  as  scrap  but  a 
usable  equipment.  To  di 
that,  the  wrecker  needs 
large  resale  network;  buyer] 
and  prices  of  secondhand 
compressors  don't  show  uj 
in  the  Wall  Street  Journal. 

Williams'  network,  man} 
industry  sources  agree,  i 
second  to  none.  As  a  result) 
around  2%  of  Williams 
scrap  is  sold  as  used  equip 
ment,  often  at  a  1,000%  o 
more  markup  over  the  equip! 
ment's  scrap  price.  Scrap  at  j 
current  Kimmins'  job  takinj 
down  a  resource  recovery 
plant  in  Hempstead,  N.Y, 
for  example,  includes  twd 
turbine  generators,  worti 
$16  million  new.  Johii 
McNair,  the  executive  vicj 
president  of  Kimmins'  indus 
trial  service  division,  says  ru 
can  probably  get  $3.5  millior 
for  both  generators.  Compan 
that  with  the  $20,00(| 
McNair  estimated  the  )ob'i 
scrap  content  to  be  wortlj 
when  the  company  bid  it. 

When  Williams  sold  hi$ 
original  business  to  Brown 
ing-Ferris  in  1983,  he  agreeq 
not  to  compete  in  toxid 
waste  cleanup  until  1988 
Now  it  is  1987,  and  Williams 
has  created  a  new  cleanup 

  company,  Kimmins  Environ 

mental  Service  Corp. 

The  public  market  for  toxic  wastd 
cleanup  startups  is  hot  right  now.  Al-i 
ways  alive  to  market  demand,  Wil-I 
liams  last  month  offered  29.4%  oft 
Kimmins  Environmental  Service  td 
the  public.  Kimmins  will  retain  the 
balance.  This  has  helped  Kimmins'1 
stock  price,  as  has  an  analyst's  predic- 
tion that  Kimmins'  earnings  will  at] 
least  double  again  this  year,  to  around 
$1.3  million,  75  cents  a  share. 

What's  next  for  Williams?  He  says) 
he  intends  to  expand  his  real  estate! 
division,  which  builds  moderately 
priced  garden  apartment  complexes! 
for  investors.  He  also  says  he  wouldj 
like  to  buy  his  biggest  demolition! 
competitor,  privately  held  Cleveland! 
Wrecking  of  Los  Angeles.  Whether  he! 
gets  it  or  not,  expect  this  demolition 
demon,  still  only  45,  to  keep  growing! 
as  long  as  the  economy  keeps  growing] 
new  skin  and  shedding  its  old. 

"The  rest  of  the  players  in  my  busi- 
ness are  just  earning  an  income  to 
take  care  of  their  families,"  Williams- 
vows.  "Because  we're  public,  we'll  doi 
all  kinds  of  things  to  make  this  com-| 
pany  go  for  100  years."  ■ 
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How  fast  it  gets  from  one  place 
to  another  has  never  been  the  most 
important  measure  of  a  Porsche. 


The  skid pad <rt itielPor$che_.R&D  Center,  Weissqch,  West  Germany.- 


It  took  us  five  years  to  get  from  here. . . 


At  Porsche,  we're  in  the  business  of 
building  high-performance  sports  cars. 

It's  what  our  customers  expect. 

It's  what  we  expect  of  ourselves. 

And,  after  39  years,  it's  still  one  thing 
that  very  clearly  sets  Porsches  apart  from 
the  majority  of  cars  in  this  world. 

But  not  the  only  thing. 

Just  as  0-60  times  and  top-end  speeds 
are  important,  so  too  is  the  slow  and 
measured  pace  at  which,  year  after  year, 


we  take  every  new  Porsche  another  stt 
closer  to  perfection. 

Consider  the  Porsche  944.  A  car 
which,  in  its  first  year  of  existence,  wa: 
declared  one  of  the  Ten  Best  in  Americ 
by  Car  and  Driver  magazine. 

The  average  engineer  might  well  hi 
viewed  such  praise  as  an  invitation  to  k 
back  and  relax  for  awhile.  Our  engine* 
saw  it  as  a  challenge. To  make  a  great  c 
even  better. 


1983  944  4-cylinder,  in-line,  single  overhead  camshaft, 
liquid-cooled  front  engine,  2479cc,  143  hp,  transaxle 
design.  Weight:  2778  lbs.  Top  speed:  130  mph. 


to  here. 

Which  may  serve  to  explain  why 

944  continued  to  appear  on  the 
1  Best  list  for  four  years  running. 

To  the  casual  eye,  the '83  944  and 
944S  pictured  below  could  be  two 
3tographs  of  the  same  car. 

But,  beneath  the  familiar  counte- 
ice,  the  new  16-valve944S— like  this 
itr's  standard  944— reflects  five  years 
neticulous  refinements  that  have  im- 
wed  everything  from  performance, 


handling  and  mileage  to  seating  position 
and  music  appreciation. 

Thanks  to  the  new  four-valve  head 
design,  horsepower  is  up  considerably. 
As  is  top  speed.  And  0-60  time  is  a  sig- 
nificant 6/10ths  of  a  second  faster. 

All  the  natural  result  of  a  process  that 
began  when  the  very  first  Porsche  emerged 
from  a  converted  sawmill  in  Gmiind, 
Austria,  in  1948. 

A  process  that  will  end  only  when  the 
very  last  Porsche  is  built. 


1987  944S  4-cylinder,  in-line,  16  valves,  double  overhead 
camshafts,  liquid-cooled  front  engine,  2479cc,  188  hp, 
transaxle  design.  Weight:  2866  lbs.  Top  speed:  142  mph. 


What  it  takes  to  turbocharge  a  Porsche, 
including  the  turbocharger. 


The  theory  that  a  whole  is  greater 
than  the  sum  of  its  parts  did  not  originate 
with  Professor  Porsche. 

But  he,  for  one,  wholeheartedly 
subscribes  to  it. 

Because  if  he's  learned  anything  in  four 
decades  of  building  cars,  it's  that  a  change 
in  one  component  can  profoundly  affect 


the  performance  of  the  others.  And  ull 
mately,  the  performance  of  the  whole  c 

Nowhere  is  this  truth  more  eviden 
than  in  the  area  of  turbocharging. 

Porsche  pioneered  this  technolog] 
for  production  cars  back  in  1975.  And 
realized  right  from  the  start  that  simpl 
bolting  on  a  turbocharger,  tweaking  i\ 


le  a  little  and  re-naming  the  car  was 
mng  way  to  go  about  it. 
Hie  right  way  is  revealed  below. 
Every  component  shown  here  was 
:  led  necessary  to  transform  a  normally 
:  ated  944  into  a  turbocharged  944. 
Major  engine  components,  more 
i  30  in  all,  to  compensate  for  increased 
nal  loads  and  heat. 
Chassis  components,  from  shock 
<  >rbers  and  brakes  to  wheels  and  tires, 
xet  higher  performance  demands. 


Front  and  rear  body  components,  to 
improve  wind  resistance  at  higher  speeds, 
while  controlling  lift  and  drag. 

To  say  nothing  of  the  turbocharger 
itself  which,  among  other  innovative  bits 
of  technology,  includes  two  water  cooling 
systems  to  protect  turbine  bearings,  even 
after  the  engine  is  turned  off. 

Of  course,  if  we  hadn't  gone  to  such 
lengths  with  the  944,  we  could  still  have 
built  a  turbo. 

We  just  couldn't  have  built  a  Porsche. 


How  fast  it  gets  from  one  place  to  another  has 
always  been  an  important  measure  of  a  Porsch 


If  you  were  so  inclined,  you  could  go 
out  right  now  and  buy  yourself  a  new 
Porsche  944  or  944  Turbo,  roll  it  out  of 
the  showroom,  gas  it  up,  enter  it  in  a 
certified  Showroom  Stock  event  and  do 
with  it  exactly  what  nature  intended. 

Race  it. 

Of  course,  you'd  have  to  go  to  racing 
school  and  get  your  license  first. 


You'd  have  to  add  the  necessary  saf 
equipment  and  number  decals  to  the  < 

And  you'd  have  to  have  a  certain 
amount  of  talent. 

But  you  could  race  it. 

Fresh  off  the  showroom  floor. 

Depending  on  the  event,  you  migl 
be  required  to  run  your  Porsche  com- 
pletely stock,  including  the  equipment 


n 


ally  sold  with  the  car— things  like 
auditioning  and  a  stereo.  And  you 
Id  win.  As  our  944's  do. 
Or  you  might  opt  for  an  event  that 
Ivs  minor  wheel  and  suspension 
jifications.  And  you'd  be  out  there 
•  ling  your  own  against  cars  with 
i  nes  more  than  twice  as  big  as  yours. 
Dur  944  Turbos  do. 
The  point  being  that  Porsche's  repu- 
gn for  performance  isn't  built  solely 
ihe  exotic,  highly  modified,  one-of-a- 
,i  cars  we  produce  for  the  likes  of 


Monte  Carlo,  Nurburgring,  Daytona  and 
LeMans. 

It's  built  just  as  much  on  the  cars 
weve  been  selling  to  people  like  you  for 
almost  40  years. 

People  for  whom  driving  a  car  is 
much  more  than  simply  a  means  of  getting 
to  a  destination. 

People  who  may  never  take  their 
Fbrsche  to  its  limits. 

But  who  take  joy  in  the       ^  ^ 
knowledge  that  they  could.  ^aII 


944  TUrbo  4-cylinder,  in-line,  single  overhead  camshaft, 
liquid-cooled  front  engine  with  turbocharger  and  inter- 
cooler,  2479cc,  217hp,  transaxle design.  Weight: 2998 lbs. 
Top  speed:  152  mph. 
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Bad  news  for  credit  card  companies,  good 
news  for  financial  assets:  fohn  Rutledge 
sees  thrift  coming  back  into  fashion. 


The  saving 
of  America 


By  Peter  Brimelow 

ECONOMISTS  HAVE  LEARNED  tO 
expect  the  unexpected — but 
would  you  believe  a  major  up- 
surge in  the  personal  savings  rate? 
Aren't  Americans  living  off  plastic 
now?  Isn't  saving  something  quaint 
from  grandpa's  day? 

John  Rutledge  expects  personal  sav- 
ing to  become  the  fashion  again.  The 
cause  of  the  turnaround  will  be  demo- 
graphic. This  intense,  youthful  (38) 
former  academic  economist  runs  Cal- 
ifornia's Claremont  Economics  Insti- 
tute, which  offers  individual  financial 
planning  besides  consulting  to  corpo- 
rations. And  Rutledge  says  he  is  deep- 
ly impressed  by  the  radical  steps  his 
fellow  members  of  the  bulging  baby- 
boom  generation  must  (and  do)  take, 
once  they  think  seriously  about  the 
looming  realities  of  paying  college 
bills  and  providing  for  their  own  re- 
tirement. In  almost  every  case,  these 
involve  saving  more,  now,  in  order  to 
benefit  from  the  long-run  magic  of 
compound  interest. 

The  U.S.  personal  savings  rate,  says 
Rutledge,  is  about  2.5%,  nearly  as  low 
as  it's  ever  been  and  a  striking  con- 
trast to  other  developed  economies 
like  Japan's  (16%).  It's  about  to 
change,  he  thinks:  "Rising  savings 
rates  will  make  the  U.S.  the  Japan  of 
the  1990s,  with  very  low  inflation  and 
super-low  interest  rates,  rising  capital 
formation,  growing  productivity  and 
an  improving  trade  situation." 

Rutledge's  flamboyant  predictions 
and  his  arguments  from  anecdote 
have  not  recommended  him  to  his 
fellow  economists.  Nor  has  his  ag- 
gressive commercialism:  Besides  its 
corporate  business,  Claremont  pub- 
lishes a  retail  investment  letter  and 
manages  an  open-ended  mutual  fund. 
But  Rutledge  has  won  a  somewhat 
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Economist  John  Rutledge 

Impressed  by  thrifty  baby  boomers. 


reluctant  respect,  partly  because  he 
was  among  the  first  to  predict  that 
inflation  would  give  way  to  a  self- 
generating  process  of  disinflation  and 
that  paper  assets — stocks  and  bonds — 
would  come  back  into  favor. 

Now  disinflation  is  conventional 
wisdom  on  Wall  Street,  and  Rutledge 
makes  no  apologies  for  his  flamboy- 
ance: "A  closed  mouth  gathers  no 
feet,"  he  says. 

Years  of  jet  lag  are  beginning  to 
show  on  Rutledge's  pale  face.  For  sev- 
eral years  he  has  been  traveling 
500,000  miles  annually,  proclaiming 
disinflation.  His  regimen  is  partly 
self-inflicted.  Although  most  of  his 
clients  are  east  of  the  Mississippi,  he 
says  he  continues  to  live  near  south- 
ern California's  Claremont  College, 
where  he  once  taught  but  which  no 


longer  has  any  formal  relationship 
with  his  firm,  because  he  wants  to  be 
close  to  his  three  children  (one  of 
whom  now  lives  with  him,  along  with 
his  second  wife  and  her  two  children). 

The  month  of  March  did  not  visibly 
vindicate  this  plan.  Rutledge  spent  20 
days  on  the  road  and  much  of  the 
remainder  in  a  rented  apartment 
working  on  his  book  on  the  postmfla- 
tion  economy,  tentatively  entitled 
The  Portfolio  Economy  and  due  from 
Harper  &  Row  later  this  year. 

In  the  short  run,  Rutledge  is  pre- 
dicting continued  slow  growth  in  the 
economy.  With  inflation  way  down 
and  demand  for  credit  weak,  he  ex- 
pects to  see  30-year  Treasurys  yield- 
ing only  5.5%  to  6%  as  against  the 
current  7.5% .  Yet  within  two  years  he 
expects  to  see  a  3000  Dow  Jones,  driv- 
en as  much  by  increases  in  multiples 
as  by  earnings,  which  will  continue  to 
be  weak  until  next  year.  The  only 
risk:  a  "deflation  meltdown"  if  too 
many  people  realize  what's  happening 
and  stampede,  precipitating  business 
failures  and  political  unrest. 

Rutledge's  forecast  derives  from 
what  he  calls  his  "portfolio  balance 
analytical  framework."  Essentially, 
this  is  a  balance  sheet  approach  to  the 
economy,  focusing  not  on  flows  of 
funds  but  on  the  stocks  of  assets  held 
in  portfolios,  and  investors'  tenden- 
cies to  shift  from  tangible  into  finan- 
cial assets  as  inflation  falls  and  rela- 
tive yields  alter. 

Rutledge  has  long  argued  that  this 
shift  would  overwhelm  any  crowding- 
out  pressures  from  the  federal  budget 
deficit  and  keep  interest  rates  falling. 
And  economic  growth  has  been  slow, 
he  says,  because  companies  are  also 
restructuring  to  meet  disinflation, 
dumping  so  many  assets  that  it's 
cheaper  for  expanding  firms  to  buy 
secondhand. 

Eventually,  Rutledge  believes,  the 
reallocation  of  resources  implicit  in 
restructuring  will  produce  more  effi- 
ciency and  a  "growth  dividend" — 
strong  GNP  growth  by  the  early 
1990s.  But  it  won't  happen  until  the 
economy  has  worked  off  its  earlier 
inflationary  excesses,  just  like  a 
drunk  nursing  a  hangover. 

Of  course,  Rutledge's  willingness  to 
open  his  mouth  has  gathered  a  few 
feet  in  the  past.  He  underestimated 
the  depth  of  the  1982  recession  and 
overestimated  economic  growth  in 
1986.  But  at  a  juncture  in  U.S.  eco- 
nomic history,  he  got  the  major  trend 
toward  disinflation  and  into  financial 
assets  right.  Now  that  he  is  saying 
something  else  that  sounds  outra- 
geous, his  record  entitles  him  to,  shall 
we  say,  cautious  respect.  ■ 
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The  U.S.  powerboat  industry?  is  going  full 
throttle,  and — good  news— for  once  the 
business  is  staying  at  home. 

The  baby  boomers 
take  to  the  waves 


By  Robert  McGough 


In  early  1982  a  share  of  stock  in 
Brunswick  Corp.,  the  troubled 
maker  of  bowling  alley  pinsetting 
machines,  sold  for  $3.60.  Bowling  has 
hardly  swept  America  off  its  feet  since 
then,  so  how  come  that  same  share  of 
stock  is  today  worth  $47?  The  reason, 
in  a  word,  is  boating.  Bowling  has 
been  a  Brunswick  mainstay  for  years, 
but  the  company  is  also  America's 
leading  manufacturer  of  pleasure  boat 
engines.  In  recent  years  that  business 
has  boomed  as  never  before. 

Why  is  the  tide  rising  for  boat  man- 
ufacturers and  their  suppliers?  Sim- 
ple: The  generation  that  first  brought 
prosperity  to  diapermakers,  then  to 
record  companies  and  jeans  manufac- 
turers, has  now  discovered  the  thrill 
of  instant  gratification  atop  the  briny 
blue.  The  number  of  boats  sold  was 
greater  in  1973,  when  the  outboard 
motorboat  was  at  its  peak,  but  far 
more  money  is  being  spent  on  boating 


Installing  Brunswick-made  engines  in  a  Sea  Ray  hull 
Boats  are  bigger,  flashier  and,  above  all,  faster. 


today.  In  1987  boats  are  bigger,  flashi- 
er and,  above  all,  faster.  In  Biscayne 
Bay  off  Miami,  a  $65,000,  27-foot  For- 
mula speedboat  that  looks  like  a  giant 
Gucci  loafer  parts  the  waves  at 
60mph.  "Don't  turn  your  head," 
warns  Sam  Blythe,  a  plant  manager  of 
Thunderbird  Products,  the  boat  man- 
ufacturer. "Your  glasses  will  fly  off." 

In  1986  sailboat  sales  were  down 
slightly  (Forbes,  Oct.  20,  1986),  but 
powerboat  sales  were  up  an  impres- 
sive 10% — from  new  20-foot  stern- 
drive  boats  that  combine  the  horse- 
power of  large  inboard  engines  with 
the  configuration  of  outboards,  to 
conventional  inboards  reaching  60 
feet  or  more  in  length.  Prices  range 
from  under  $12,000  to  as  much  as  $1 
million  or  more,  depending  on  equip- 
ment and  living  accommodations. 

Large  or  small,  the  sales  reflect  both 
the  increasing  affluence  of  America's 
youthful  boaters  and  the  easy  avail- 
ability of  credit.  Banks  now  routinely 
lend  upward  of  80%  of  the  purchase 
price  on  new  boats, 
currently  at  rates  as 
low  as  9.5%  for  a  20- 
year  loan.  The  credits 
are  thought  to  be  sound 
because  the  average 
household  income  of 
the  borrowers  is 
$67,500  and  delinquen- 
cy rates  run  about  1%, 
vs.  twice  that  for  recre- 
ational vehicle  owners. 
Borrowers  are  lining 
up,  in  part  at  least,  be- 
cause the  1986  Tax  Re- 
form Act  continues  to 
treat  interest  on  boat 
loans  as  a  second-home 
deduction  if  the  boat 
has  berths,  a  galley  and 
a  head. 

Such  easy  financing 


helped  enthusiasts  pour  an  estimated 
$14.5  billion  into  the  industry  in 
1986,  fueling  a  climate  of  takeover 
and  consolidation  among  the  500  or 
so  hull  manufacturers  reminiscent  of 
the  headiest  dealmaking  in  media  and 
broadcasting.  Aiming  at  vertical  inte- 
gration, Skokie,  111. -based  Brunswick 
Corp.  in  recent  months  paid  $775  mil- 
lion, or  7  times  book  value,  to  acquire 
Bayliner  Marine  Corp.  and  Ray  Indus- 
tries, the  two  largest  powerboat  hull 
manufacturers  in  the  country.  It  plans 
to  use  them  as  captive  customers  for 
Brunswick's  Mercury  Marine  brand 
boat  engines.  Meanwhile,  Mercury 
Marine's  arch-competitor,  Outboard 
Marine  Corp.,  has  gone  on  its  own 
shopping  spree,  acquiring  five  differ- 
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lreparing  a  mold  for  a  31-foot  hull  at  S2  Yachts,  Holland,  Mich, 
or  baby  boomers,  instant  gratification  atop  the  briny  blue. 


i;nt  hull  manufacturers  for  $120  mil- 
lion. Since  then,  Outboard,  with  1986 
{sales  of  $972  million,  has  sold  $69 
'million  in  stock  to  raise  money  for 
acquisitions. 

Yet  a  third  deep-pockets  investor, 
Minneapolis'  Irwin  Jacobs,  is  in  the 
game,  having  picked  up  four  different 
manufacturers  in  the  last  nine  years, 
including  the  Hatteras  Boat  Co.,  mak- 
er of  what  many  regard  as  the  highest- 
quality-production  powerboats  in  the 
U.S.  Last  year  Jacobs  consolidated  his 
boat  holdings  into  Genmar  Industries 
and  sold  18%  of  the  firm's  stock  to 
the  public  for  $58  million.  It  took  a 
while  to  "develop  a  business  mentali- 
ty," Jacobs  says,  but  now,  "Our  people 
are  making  more  money  than  they've 


ever  made." 

Normally,  with  so  much  demand 
for  a  consumer  product,  foreign  man- 
ufacturers are  quick  to  leap  in.  But  in 
boating  that  has  so  far  been  proving 
difficult.  True,  Japan's  Yamaha  Motor 
Corp.  in  recent  years  has  become  a 
major  presence  in  the  outboard  motor 
market,  with  an  estimated  13%  of  all 
U.S.  sales  in  1986.  True  also  that  the 
world's  best  custom-built  yachts  of 
more  than  100  feet  in  length  continue 
to  be  built  in  Europe,  as  has  been  the 
case  for  much  of  this  century. 

For  all  that,  the  U.S.  remains  the 
only  large  market  for  mass-produced 
pleasure  boats  in  the  world.  Since 
only  10%  to  15%  of  a  boat's  cost 
comes  from  labor,  the  high  cost  of 


international  transport  and  freight 
more  than  offsets  the  advantages  that 
countries  like  Taiwan  and  South  Ko- 
rea derive  from  their  low  wage  rates. 
"We  have  75%  to  80%  of  the  entire 
boat  business  in  Japan,"  says  Sylvan 
Hamberger,  senior  vice  president  of 
Yamaha  Motor  U.S.A.  and  manager  of 
the  marine  division.  But  he  adds,  "We 
have  no  plans  to  be  in  the  boat  busi- 
ness in  the  U.S.  We  have  elected  to  be 
the  independent  engine  supplier." 

Too  bad  for  Yamaha.  One  should 
never  underestimate  the  Japanese,  but 
with  the  dollar  dropping,  the  yen 
climbing  and  boat  sales  surging,  it 
looks  as  if  the  Japanese  will,  for  a 
change,  have  to  watch  a  booming 
business  sail  beyond  their  reach.  ■ 
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They're  lucky 
Six  million  other 
retired  Americans  are 
in  a  different  boat 


For  many  Americans,  retirement  is  exactly 
what  they  hoped  for. 

But  for  others,  retirement  can  be  compli- 
cated by  poor  health.  One  out  of  four  Americans 
will  require  long-term  care  in  a  nursing  home 
with  an  average  annual  cost  of  $20,000  to 
$30,000.  How  that  care  is  paid  for  has  become  a 
complex  issue. 

History  has  shown  that  personal  savings 
and  programs  like  Medicare  and  Medicaid  can't 
cover  all  the  costs  of  retirement  health  care. 
Companies  with  retirement  health  benefits  also 
face  the  problem  of  unfunded  future  liabilities. 

Additional  solutions  must  be  found  to  address 
this  retirement  health  care  cost  issue  that  will 
eventually  affect  even1  person,  company  and 


institution  in  our  country 

At  NWNL  Group,  we're  developing  an 
employee  benefit  program  called  LifeScope*  that 
would  provide  for  a  person's  retirement  years 
and  working  years.  What  makes  the  LifeScope 
Program  unique  is  its  comprehensive  approach 
to  providing  benefits.  It  is  more  than  life 
insurance  and  a  nursing  home  policy 

By  managing  the  deliver)' of  health  care 
and  planning  for  future  needs,  the  LifeScope 
Program  can  find  alternatives  that  make  health 
care  more  affordable,  while  allowing  individuals 
to  live  independently  The  program's  benefits 
would  be  voluntary  flexible  and  portable. 

Many  elements  of  the  LifeScope  Program 
have  already  been  put  into  place  through  current 


NWNL  Group  benefit  programs.  Using  our 
resources  as  the  nation's  10th  largest  group  insui 
ance  company,  we  will  soon  be  adding  more 
elements. 

To  find  out  more  about  NWNL  Group  and 
the  LifeScope  Program,  contact  Ginny  Patrick, 
NWNL  Group,  Box  20,  Minneapolis,  MN  55440 
or  call  (612)  372-5784.  Because  now  is  the 
time  to  begin  solving  the  problems  of  providing 
healtli  care  in  the  future. 

mi  NWNL  GROUP 

The  right  benefits  for  today. 
We  right  ideas  for  the  fiiture 


Sources  for  statistics  Employee  Benefit  Research  Institute,  1985.  Benefits  Research.  Inc  1986;  National  Underwriter,  1986 
A  division  of  Northwestern  National  Life  Insurance  Company  Minneapolis,  MN  (not  admitted  in  the  Slate  of  New  York)  The  North  Atlantic  Life  Insurance  Company  of  America,  Jericho,  NY  (a  member  of  the  NWNL  Companies) 


"our  presidents  in  the  last  five  years,  but 
Murray  Ohio  Manufacturing  is  still  very 
nuch  on  its  feet.  The  secret? 

Lots  of  eggs, 
several  baskets 




By  Kerry  Hannon 

Shifting  gears  has  never  been  a 
problem  for  Murray  Ohio  Man- 
ufacturing (1986  sales,  $374.2 
million),  the  nation's  second-largest 
bicycle  manufacturer.  Since  1919  the 
company  has  smoothly  maneuvered 
its  way  through  a  surprising  range  of 
products.  It  began  stamping  out  fend- 
ers and  running  boards  for  Cleveland 
automakers  (Jordan,  Peerless  and 
Chandler),  moved  to  inexpensive  but 
isturdy  single-speed  bikes  in  1936, 
added  a  full  line  of  fans  in  1940, 
)  launched  a  lawnmower  division  in 
J 1968  and  introduced  mopeds  in  1980. 

Still,  with  all  the  changes,  the  com- 
pany, based  in  Brentwood,  Tenn.,  just 
outside  Nashville,  has  had  its  con- 
stants, too.  It  was  run  by  its  founder, 
C.W.  (Clarence  )  Hannon,  for  43  years, 
until  he  handed  the  controls  to  son 
William  in  1962.  And  in  most  of  the 
years  from  1936  until  1978,  it  was  the 
nation's  leading  bike  manufacturer. 

Wrenching  changes  came  within 
two  years  of  each  other.  In  1980  the 
bicycle  business  began  a  transforma- 
tion. Cheap  imports,  mainly  from 
Taiwan,  ravaged  Murray  Ohio's  core 
business — selling  two-wheelers  to 
J.C.  Penney,  Sears  and  other  mass 
marketers.  Expensive  imports  from 
France  and  Japan  were  becoming  all 
the  rage  and  stole  market  share  at  the 
pricey  end.  Imports  had  escalated 
from  16%  of  the  market  in  1979  to 
nearly  60%  by  the  end  of  last  year. 

In  1981,  another  sort  of  change: 
William  Hannon  decided  to  retire.  He 
did  a  poor  job  of  it.  Hannon  declined 
to  be  interviewed,  but  by  all  accounts 
he  simply  could  not  drop  the  reins, 
relentlessly  browbeating  and  second- 
guessing  his  handpicked  successors 
and  reversing  their  decisions.  The  re- 
sult was  a  revolving  door  in  the  execu- 
tive suite — four  presidents  in  five 


years.  But  Hannon  also  would  not  al- 
low any  of  his  new  presidents  to  up- 
grade manufacturing  and  cut  the  pay- 
roll in  order  to  rescue  the  bicycle  busi- 
ness, which  was  coasting  downhill. 
Murray's  market  share  dropped  from 
33%  in  1982  to  16%  last  year.  The 
company  lost  $3  million  on  bicycles 
in  1986,  a  year  when  sales  nationwide 
hit  a  12-year  high  of  11.4  million 
units  sold. 


Will  Mclntyr 


Bicycle  assembly  line,  Brentwood,  Tenn. 
Number  two  for  how  much  longer? 


"Hannon  very  successfully  ran  the 
company  for  19  years,  but  as  soon  as 
he  tried  to  retire,  turmoil  started," 
says  Harry  Shaw  III,  chief  executive 
officer  of  Dayton-based  Huffy  Corp., 
the  nation's  largest  bikemaker. 

Shaw  should  know.  It  was  Huffy 
that  knocked  off  Murray.  Anticipat- 
ing the  invasion  of  cheaper  ($60  to 
$100  at  retail)  imports,  Shaw  consoli- 
dated production,  laid  off  hundreds  of 
workers  and  invested  heavily. 

End  of  story?  Not  at  all. 

Today  Murray  Ohio  stock,  trading 


at  around  27  and  a  price/earnings 
multiple  of  18,  is  getting  far  more 
respect  on  Wall  Street  than  Huffy, 
with  its  P/E  of  14.  More  than  that, 
industry  analysts  say  earnings  per 
share  at  Murray  should  more  than 
double  this  year,  to  $1.50  a  share. 

In  spite  of  the  management  turmoil 
and  the  disaster  in  its  bike  sector, 
Murray  had  been  shifting  gears  again 
and  has  quietly  become  a  profitable 
manufacturer  of  lawnmowers.  Push 
them,  pull  them  or  ride  them,  Murray 
had  been  making  Murray  brand  mow- 
ers since  1968.  Propelled  by  a  strong 
housing  market  and  receptive  buyers 
for  the  same  mass-marketers  who  had 
sold  its  bicycles  for  years,  Murray 
racked  up  70%  of  its  sales,  $257.7 
million,  and  100%  of  its  operating 
profits  of  $27  million,  in  lawnmowers 
last  year.  Mower  sales  this  year 
should  continue  to  climb  and  may 
reach  $280  million.  Lawnmowers,  in 
fact,  have  accounted  for  the  majority 
of  the  company's  sales  over  the  last 
four  years.  And  since  they  were 
steadily  profitable,  Murray  found  the 
money  to  modernize  its  mower  pro- 
duction line  and  even  develop  a 
healthy  export  business  to  Europe. 

Presiding  over  all  this  is  Thomas 
Hannon,  William's  son,  who  is  vice 
president  in  charge  of  the  outdoor 
power  equipment  division  and  the 
only  company  executive  talking  these 
days.  "Over  the  years,"  he  explains, 
"we  made  large  investments  to  lower 
production  costs  for  the  mowers  that 
we  were  unable  to  do  for  the  bikes." 

His  prospects  are  pleasing.  Residen- 
tial housing  starts  remain  relatively 
strong  and  should  be  up  4%  this  year. 
The  Commerce  Department  is  fore- 
casting a  5.5%  growth  in  the  ship- 
ments of  lawn  tractors  and  riding 
mowers  this  year,  and  generally 
steady  growth  in  the  $3.4  billion  in- 
dustry through  1991. 

And  William  Hannon  may  actually, 
finally,  be  taking  his  hands  off  the 
company  now.  His  successor  as  presi- 
dent since  January  is  John  Duncan,  a 
former  Singer  Co.  motor  products 
president  who  began  the  executive 
round  of  musical  chairs  when  he  was 
named  to  the  same  job  in  1981  and 
walked  out  12  months  later  over 
"management  differences." 

But  now  that  Duncan  is  back,  fur- 
ther changes  seem  likely.  Duncan  re- 
cently said  that  Murray  "has  abso- 
lutely no  intention  of  withdrawing 
from  the  bike  business."  For  old 
times'  sake,  that  may  well  be  true  for 
a  while.  But  Murray  Ohio  Manufac- 
turing has  successfully  charted  its 
course  for  68  years  by  knowing  when 
to  move  on.  ■ 
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Linking  Computers  &  Communications 
for  the  Smart  Office 


The  phenomenon  is  now  well  charted. 
The  rate  at  which  digital  devices — per- 
sonal computers,  terminals,  word  proc- 
essors, "smart"  phones,  and  specialty 
devices  like  facsimile  machines  and  stock 
quotation  terminals — are  streaming  into 
the  white-collar  workplace  is  known  to 
the  second  decimal  place. 

What's  not  well  charted,  however,  is 
exactly  how  all  these  things  will  interact 
with  one  another,  exactly  how  the  flavors 
will  marry  in  this  digital  brew. 

Look  at  the  lengths  to  which  office  fur- 
niture designers  have  had  to  accommodate 
keyboard  Fridays,  the  way  vendors  like 
IBM  and  AT&T  have  found  themselves  in 
the  building  cabling  business,  the  relative 
ease  with  which  telephone  switches  can 
control  building  lights  and  power.  All  repre- 
sent directions  not  foreseen  in  1940  when 
the  first  data  transmission  took  place,  in 
1964  when  the  IBM  mag  card  typewriter 
launched  the  era  of  modern  office  auto- 


mation, or  in  1975  when  the  first  personal 
computer  appeared  in  kit  form  on  the 
cover  of  Popular  Electronics. 

This  White  Paper  to  Management,  pre- 
pared for  FORBES  by  International  Data 
Corporation,  examines  the  office  automa- 
tion phenomenon  from  its  far  side — as 
practitioners  seek  and  begin  to  find  higher 
levels  of  integration.  Up  to  and  including 
the  very  buildings  in  which  automation 
takes  place. 

The  Challenge  of  Systems 
Integration;  Harnessing  Change 

What  makes  the  cycle — environment 
adjusting  to  automation  adjusting  to  envi- 
ronment— so  opaque  is  the  speed  with 
which  everything  takes  place.  Some 
examples: 

•  In  1980  there  were  less  than  4  million 
electronic  keyboards  in  offices  in  the  U.S. 
By  1990  there  will  be  almost  50  million. 

•  In  1980  digital  telephone  switches  were 
a  rarity,  digital  telephones  even  rarer.  By 
1990  almost  all  switches  shipped  will  be 
digital  and  have  provisions  for  switching 


data  traffic,  and  the  telephone  companies 
will  be  well  into  marketing  the  integrated 
services  digital  networks  (ISDN)  now  in 
pilot  phase. 

•  In  1980  the  concept  of  "intelligent" 
building  had  yet  to  be  set  in  concrete  and 
steel;  today  the  second  generation  of  the 
genre  is  already  in  sight. 

Add  to  the  permanent  state-of-flux 
brought  to  the  market  by  continual 
technology  advance  some  larger  socio- 
political changes — the  deregulation  of 
basic  industries  and  the  breakup  of  AT&T 
— and  you  add  even  more  unknowns  into 
the  equation  of  automation. 

This  makes  the  challenge  of  systems 
integration  all  the  more  difficult.  It's  one 
thing  to  link  disparate  systems — say 
energy  management  and  telecommunica- 
tions— into  an  integrated  entity.  It's  quite 
another  to  do  it  when  subsystem  technol- 
ogies advance  at  different,  but  lightning- 
fast,  speeds. 


OUR  NEW  PINWRTTER  XL  SERIES  BOLDLY  GOES 
HERE  NO  OTHER  MATRIX  PRINTERS  HAVE  GONE  BEFOF 


he  executive  suite.  Until  now, 
pt  matrix  printers  just  weren't 
relcome  there. 

:  They  were  too  noisy,  for  one  thing. 

ut  even  more  important,  they  couldn't 

eliver  the  quality  top  executives  demand. 

But  now  there's  the  XL  series  from  NEC. 

'  Our  Pinwriter"  XL  series  printers  have 

multistrike  film  rib- 
Dear  Stockholder  :      bons  ^  produce 

Actual  prmt  sample  true  letter-quality 

from  a  Pinwriter  P9XL  printer  dOCUITientS  the 

ind  any  executive  would  be  proud  to  sign, 
hey  print  in  8  different  colors — on  paper 
:r  transparencies —  to  make  charts,  graphs 
nd  executive  presentations  more  impres- 
ive.  And  they're  the  quietest  matrix  printers 
ou've  never  heard. 

They're  also  fast.  Take  our  new  Pinwriter 
'9XL,  for  example.  It's  over  30%  faster  than 
lost  other  printers  in  its  price  range,  with 
learly  twice  as  much  memory  to  handle  the 


really  big 
jobs- 
including  payroll,  invoices,  continuous 
forms,  and  multi-page  reports. 

Executives  will  also  be  pleased  to  learn 
that  the  Pinwriter  XL  printers,  like  all  NEC 
printers,  are  built  to  run  an  average  of  5  years 
before  they  might  need  a  repair.  In  fact,  they 
have  the  highest  reliability  ratings  in  the 
industry. 

So  make  an  executive  decision.  Call 
1-800-343-4418  (in  MA  617-264-8635)  and 
ask  for  the  name  of  the  NEC  dealer  nearest 
you.  Or  write  to  NEC  Information  Systems, 
Dept.  1610,  1414  Massachusetts  Ave., 
Boxborough,      NEC  PRINTERS  THEY  ONLY  STOP 
MA  01719.         WHEN  YOU  WANT  THEM  TO. 


NEC 

NEC  Information  Systems,  Inc. 
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The  Merging  of  Computing 
and  Communications 

The  two  technologies  used  to  be  as 
different  as  their  ubiquitous  symbols,  the 
telephone  pole  and  the  punched  card. 
One  discipline  began  as  a  way  to  use 
machines  to  replace  humans  at  adding 
machines  calculating  bomb  trajectories, 
the  other  as  a  method  to  compete  with 
telegraph  in  long  distance  communications. 

In  the  post-World  War  II  era,  however, 
as  a  result  of  the  invention  of  the  transis- 
tor and  its  implementation  in  solid  state 
circuitry,  the  technologies  began  a  relent- 
less march  to  the  same  sea.  Both  are 
now  headed  for  an  all-digital  (it's  cheaper 
than  analog),  highly  interconnected  envi- 
ronment— the  perfect  setting  for  con- 
ducting the  information  passing  of  a  post- 
industrial  world. 

Until  recently,  this  merger  of  com- 
munications and  computing  was  more 
talked  about  than  realized.  IBM  didn't  really 
compete  with  AT&T  in  any  core  markets, 
telephone  system  managers  had  little 
concourse  with  data  processing  staffers. 
The  technology  was  lagged  by  immense 
infrastructures  that  had  to  reposition 
themselves  and  by  users  puzzling  over 
how  to  manage  the  merged  activity 

But  the  time  has  finally  come.  Some 
signs  that  this  merging  has  progressed 
enough  that  it  makes  sense  to  consider 
communications  and  computing  as  one 
and  the  same: 


When  the  Buildings 
Themselves  are  Brainy 

Office  automation  used  to  be  an  activity 
that  took  place  in  a  more  or  less  hostile 
environment.  Modular  office  furniture ' 
didn't  used  to  have  conduits  for  computer 
cables;  the  backbone  cabling  for  local  net- 
works would  have  to  fight  for  space  in 
elevator  shafts,  and  moving  or  installing 
new  computers  would  require  enough 
destruction  of  sheetrock  to  make  it  easier 
to  move  people  than  computers. 

What's  more,  most  office  complexes 
had  myriad  information  processing  sys- 
tems— one  for  security,  which  might  or 
might  not  include  closed  circuit  TV,  one 
for  environmental  control,  one  for  elevator 
management,  one  for  the  lighting  control, 
and  however  many  for  computing  and  tele- 
phones as  there  were  tenants. 

But  by  the  late  1970s  there  was 
enough  office  automation  in  place  to 
inspire  the  concept  of  the  "intelligent" 
building — edifices  to  be  designed  from 
the  ground  up  with  the  electronic  needs 


•  Over  half  the  corporate  telecommunica- 
tions departments  in  the  U.S.  are  now 
jointly  managed  with  data  processing 
departments,  according  to  surveys  con- 
ducted by  Telecommunications  Products 
+  Technology  magazine,  a  monthly  trade 
publication. 

•  Most  telephone  private  branch 
exchanges  (PBXs)  and  key  telephone 
systems  being  shipped  now  are  digital 
and  have  data  switching  capability,  by 
1990  enough  will  have  been  shipped  that 
over  half  the  installed  base  of  PBXs  and 
key  systems  will  be  digital. 

•  Not  only  are  the  major  vendors — like 
AT&T,  IBM,  NEC,  Wang,  Toshiba,  and 
others — now  selling  both  telephone  sys- 
tems and  computers,  but  the  same  dis- 
tribution channels  are  beginning  to  move 
both  types  of  product.  Tandy,  for  instance, 
sells  both  computers  and  key  systems  to 
small  businesses  through  its  stores. 

•  The  most  sophisticated  of  office  auto- 
mation systems  now  offer  the  capability 
for  voice  annotation  of  documents.  And 
companies  like  Wang,  that  grew  up  in  the 
word  processing  business,  now  also  sell 


of  its  tenants  in  mind.  The  economies  of 
scale  of  sharing  large  telephone  switches 
among  tenants  and  prewiring  computer 
cabling  alone  began  to  look  attractive,  not 
to  mention  the  advantage  of  using  digital 
computers  to  control  environmental 
systems. 

The  first  generation  buildings  are 
already  in  place,  like  Chicago's  1  Financial 
Place,  a  showplace  environment  created 
and  maintained  by  Johnson  Controls,  one 
of  the  leaders  in  advanced  systems  for 
facilities  management.  These  buildings 
generally  offer  both  fully  computerized 
building  management  systems  and  digi- 
tally switched  telecommunications. 

Next  generation  intelligent  buildings 
will  provide  more  integration  between 
building  management  systems,  backbone 
communications  and  signal  switching, 
and  tenant  owned  local  data  processing 
and  voice  networks.  When  the  telephone 
companies  bring  their  concept  of  Inte- 
grated Services  Digital  Networks  (ISDN) 
onstream  in  force  in  the  1990s  it  will  be 
significantly  easier  to  provide  such  back- 
ground service  in  the  facilities  themselves. 


voice  mail  systems,  telephone  switch- 
boards, and  networking  services. 
•  While  most  personal  computers  (80%) 
in  1985  operated  in  stand-alone  mode,  by 
next  year  most  (70%)  will  either  be  con- 
nected to  a  local  area  network  or  be  part 
of  a  distributed  information  processing 
environment  in  which  it  is  necessary  for 
PCs  to  access  host  computers. 

The  Vendors  React  to  Colliding 
Markets 

As  the  technologies  of  communica- 
tions and  computing  merge,  and  as  cor- 
porations merge  their  managing  depart- 
ments, vendors  have  also  reacted.  The 
big  signs — AT&T's  divestiture  and  run  at 
the  computer  business,  IBM's  acquisition 
of  Rolm — have  been  well  reported. 

But  the  little  signs  are  there,  as  well. 

Companies  like  Tandy  and  Toshiba  find 
their  laptop  computers  are  used  exten- 
sively as  portable  order  entry  terminals 
for  salesmen  and  electronic  mail  termi- 
nals  for  executives  on  the  road.  NEC  dis- 
covers that  it  can  operate  its  own  sys-  | 
terns — APC  III  personal  computers  linked 
through  a  NEAX2400  IBM  PBX  to  NEC 
mainframes — at  its  corporate  office  in 
Melville,  NY.  The  PBX  there,  by  the  way, 
manages  both  electronic  (text)  mail  and 
facsimile  distribution  throughout  the 
facility. 

Meanwhile,  Wang  Laboratories  finds 
itself  migrating  quite  naturally  from  its 


"I  was  giving  a  seminar  on  network  management  in  Atlanta.  My  topic 
was  making  SNA  work  without  IBM.  Anyway,  the  room  was  filled  with 
vlIS  guys  who  didn't  believe  it  could  happen  and  they  wondered  why 
was  there.  And  so  I  showed  them  it  has  happened  with  one  of  the 
)iggest  SNA  networks  in  the  world  and  I  spelled  it 
)ut.  No  IBM  mainframe. .  .no  IBM  controllers. .  .no 

IBM  screens  on  the  desks. .  .no 
IBM  iron  anywhere.  What's 
there  instead?  In  the  center,  five 
IBM  look-alike  mainframes 
and  a  Wang  VS.  Plus,aVS 
computer  at  each  node . . . 
hundreds  of  them . . .  and 
thousands  of  our  workstations... covering  the 
whole  country.  One  network.  And  the  whole 
thing. .  .the  entire  network. .  .managed  by 
the  Wang  VS — I  didn't  even  have  to  talk  to  them  about  all 
the  applications  they  were  running.  I  just  said,  'This,  ladies 
and  gentlemen,  is  how  Wang  can  make  standards  work  for 
you  and  bring  your  network  alive  today.'  AND. .  blink. .  blink. . . 
blink.  I  could  practically  see  the  lightbulbs  go  on  over  their  heads'.' 


WANG 


MAKES  IT  WORK. 


Give  us  a  day  to  make  it  work  for  you.  At  the  Wang  Executive  Briefing  Centers  you  can  have  a  customized  demonstration, 
showing  how  Wang  can  make  your  computers  and  your  business  work  better.  Now  and  in  the  future.  You  can  also  see 
idditional  examples  of  how  Wang  made  it  work  for  other  companies.  Call  1-800-522-WANG.   ©  1987  wang  Laboratories,  inc. 


office  automation  product  base  to  the 
provision  of  shared  tenant  services — 
anchored  around  word  processing  and 
telephone  access — at  half  a  dozen 
Washington,  DC  sites.  And  Johnson  Con- 
trols finds  itself  a  leader  in  a  business  that 
suddenly  has  to  know  as  much  about 
software  development — since  software 
runs  the  computers  that  control  the  build- 
ing systems — as  it  does  about  heating, 
lighting,  and  security  systems. 

In-House  Communications: 
View  through  a  Kaleidoscope 

Most  office  automationists  will  tell  you 
that  the  bulk  of  corporate  information 
passing  takes  place  at  the  local  level— 
whether  its  a  matter  of  dropping  memos 
off  on  the  desk  next  door  or  access  com- 
puter data  files. 

Until  recently,  there  were  three  sepa- 
rate network  genres  in  most  offices — 
one  for  the  phones,  one  for  computers, 
and  one  for  environmental  control.  And 
each  genre  supported  multiple  subsys- 
tem types. 

The  least  integrated  and  standardized 
of  these  network  types  is  that  for  com- 
puters. Even  now  the  communications 
alternatives  are  diverse,  encompassing: 

•  Mainframe  control  of  data  communica- 
tions and  access  by  "dumb"  terminals, 

•  Departmental  computing  on  multi- 
user systems,  often  with  distributed 
applications  and  gateways  to  other 
networks, 

•  Application-specific  networks  with  tightly 
coupled  communications,  such  as  that 
required  by  clustered  word  processing 
systems  or  the  new  computer-aided 
design  systems, 


Chase  Manhattan: 
Fax  for  Documents  That 
Leave  the  Building 

Office  automation  hasn't  cut  the  paper- 
work involved  in  modern  commerce, 
simply  computerized  its  production.  For  a 
bank  the  size  of  Chase  Manhattan,  which 
processes  three  million  checks  and  $120 
billion  a  day,  daily  business  means  con- 
trolling a  ceaseless  flow  of  documents. 

Much  of  that  document  flow  is  to  and 
from  the  bank's  own  international  facilities 
—enough  that  the  bank  constructed  its 
own  internal  facsimile  network  to  service 
its  eight  most  paper-intensive  locations. 
The  company's  legions  of  fax  machines 
include  over  400  NEC  units  at  U.S.  and 
international  offices. 

The  justification  for  fax  was  easy — the 


•  Large-scale  local  area  networking  sup- 
porting perhaps  hundreds  of  terminals, 
computers,  and  workstations, 

•  Application-specific — but  general- 
purpose  local  networking — such  as 
corporate  videotex, 

•  Smaller-scale  local  networking  for  shar- 
ing printers,  disks,  and  data  files  between 
handfuls  of  personal  computers, 

•  Shorthaul  data  communications  via 
special  data-only  switchboards, 

•  Local  data  switching  through  PBXs  or 
key  systems,  and 

•  Local  data  communications  routing 
through  telephone  company  central 
offices. 

Because  of  the  way  computer  applica- 
tions have  grown  up,  most  corporations 
already  have  multiple  network  types  in 
place.  And  why  not?  The  applications 
themselves  were  justified,  and  often  the 
most  logical  communications  support 
was  selected. 

Users  have  discovered,  however,  that 
there  are  economies  to  be  had  in  at  least 
seeking  to  share  some  common  facilities 
for  separate  networks.  Some  trends: 

•  Major  computer  and  telephone  system 
manufacturers  now  support  common 
cabling  schemes  for  buildings — where 
wires  run  once  in  a  building  support  both 


computer  and  telephone  traffic.  Initial 
cabling  hardware  and  installation  costs 
may  be  higher,  since  capacity  must  be 
installed  to  lie  fallow  until  future  applica- 
tions come  on-line,  but  savings  in  rewirin 
costs  to  support  moves  and  changes  ca 
rapidly  make  up  the  difference. 

•  Local  area  network  vendors  are  find- 
ing ways  to  send  their  signals  over  the 
installed  telephone  wires  rather  than 
coaxial  cables  installed  separately. 

•  Equipment  vendors  are  building  inter- 
faces directly  into  their  products  to  makq 
it  cheaper  and  easier  to  connect  them  to 
local  area  networks. 

•  The  ISDN  concept  mentioned  before 
is  designed  to  allow  two  telephone  calls 
and  one  data  transmission  to  run  over  ti 
wire  that  today  handles  a  single  call. 

Meanwhile,  one  of  the  fastest  grow- 
ing sectors  of  in-office  automation  is  thei 
market  for  local  area  networks.  According 
to  International  Data  Corporation,  the  tot; 
number  of  LANs  installed  worldwide  in 
1986  was  144,000,  supporting  2.5  million 
workstations.  By  1991  the  installed  base 
will  rise  to  over  800,000  and  support  ove) 
17  million  workstations.  A  market  growinl 
even  faster — albeit  from  a  smaller  base 
— is  that  for  products  that  link  multiple 
LANs  together. 

Making  the  Environment  Itself 
Intelligent 

At  this  point,  there  is  nothing  inherent 
in  the  technology  to  prevent  ever  further) 
outward  integration  of  computing  and 
communications  function. 

Indeed,  one  area  in  which  we  are 
already  seeing  it  is  in  the  merging  of  build 
ing  management  and  shared  tenant  serv 


bank  is  already  saving  $500,000  a  year  in 
delivery  and  electronic  mail  charges  since 
installing  its  fax  operations.  And  internal 
mail  delivery  has  been  speeded  up  from 
days  to  hours. 

But  there  is  a  longer  term  justification 
at  work  as  well— sooner  or  later  the  bank 
will  integrate  fax  with  its  office  automa- 
tion systems;  one  study  team  is  already 
exploring  ways  to  tie  fax  in  with  local  area 
networks. 


It  won't  happen  overnight.  But  fac- 
simile transmission — a  mostly  digital 
process  these  days — is  a  better  spring- 
board for  electronic  transmission  of  com- 
pound (text,  data,  graphics)  documents 
than  most  other  communication  technolo- 
gies because  of  the  ability  to  ship  images. 
Many  fax  machines  already  have  signifi- 
cant computer  control;  some  can  even 
accept  direct  computer  input  or  operate 
as  telex  terminals. 


You  go  further 
when  you  take  your 
office  with  you. 


TheT3100.  AT  Power,  Toshiba-Style. 


Until  now,  working  away  from  your  office 
meant  having  to  settle  for  a  lesser  computer — 
or  no  computer  at  all.  Toshiba  ends  that  com- 
promise. The  T3100  delivers  the  power  of  an 
IBM®  PC  AT™  in  a  lean,  15-pound  computer 
that  you  can  take  with  you.  Not  only  is  this 
the  most  handsome  machine  to  ever  sit  on  a 
desk,  its  full-sized  keyboard  and  advanced  gas 
plasma  display  are  designed  for  equal  comfort 
and  clarity  in  your  office — or  on  the  road. 
You  enjoy  the  productivity  gains  of  a  built-in 
hard  disk,  communications  and  expansion 
options,  and  more — including  dual-voltage 
power  that  lets  you  plug  in  and  go  to  work  just 
about  anywhere  in  the  world. 

Clearly,  not  just  a  better  portable:  This  is 
a  computing  tool  so  powerful,  it's  like  taking 
your  whole  office  wherever  you  work. 


Trademarks:  PC  AT-lnternational  Business  Machines  Corporation:  MS-DOS- 
Microsoft  Corporation.  Registered  Trademarks:  IBM-International  Business 
Machines  Corporation;  SideKick.  SuperKey- Borland  International,  Inc. 


See  the  system  that  has  all  of  the  industry 
experts  so  excited.  Call: 

1-800-457-7777 

for  your  nearest  Toshiba  computer  and 
printer  dealer. 


All  this— and  only  15  pounds 


IBM  PC  AT  compatible 
80286  processor,  running 
at  8MHz 

640KB  RAM,  extendable 
to  2.6MB 

Built-in  10MB  hard  disk 
Built-in  720KB  3Vz" 
diskette  drive 
High-resolution  gas 
plasma  display 
IBM  Color  Graphics 
Adapter  (CGA)  compatible 


80  x  25  character  display 
640  x  400  bit-mapped 
graphics  display 
RGB,  parallel,  serial  and 
external  diskette  drive  ports 
Carrying  case,  SideKick,® 
SuperKey®  MS-DOS,"" 
included 

Full-sized  81 -key  keyboard 
110/220  VAC  switch- 
selectable  power  supply 
12.2"Wx3.1"Hxl4.2"  DM 


In  Touch  with  Tomorrow 

TOSHIBA 

TOSHIBA  AMERICA.  INC  .  Information  Systems  Dm; 


It's  easy  to  get  th 
to  play  togethe 


Casey  Stenge 


©  1987  The  Casey  Stengel  Estate  under  license  authorized  by  Curtis  Licensing,  Indianapolis.  IN 


layers.  Gettm'em 
hat's  the  hard  parti 


mty  from  NEC:  Casey  would  have  called  it,  "Amazin'!" 


If  Casey  had  managed  information 
nstead  of  a  baseball  team,  he'd  have  looked 
o  NEC  for  help.  Because  at  NEC  we  recog- 
nize that  building  the 
most  productive  business 
takes  more  than  computers 
and  communications 
working  alone.  You  need 
them  working  together. 
That's  when  you  get 
true  championship 
performance. 
*&**mm-  That's  the 

:oncept  we  call  C&C,  and  it's  one  of  the 
easons  why  our  remarkable  NEAX  2400 
nformation  Management  System  is  more 
nan  a  powerful  digital  Private  Branch 
Exchange.  It  works  to  unite  your  office 
iquipment  into  a  totally  integrated  system. 

Its  voice,  text,  image  and  ( 
lata  capabilities  allow  you  to 
Duild  a  system  to  your 
)wn  design. 


Voice  and  data  capabili- 
ies  are  further  enhanced 
; ivhen  you  connect  the  NEAX 
!  2400  IMS  to  Dterm  digital 
|  telephones  and  the  exciting 
'  APC  IV  computer— add  to  this 

our  intelligent  BIT  Series  of 
1 5ax  terminals  and  suddenly 
i  -everything  in  your  office 

starts  to  play  together  better 


r 


than  ever  before.  And  the  APC  IV,  with  its 
perfect  blend  of  compatibility  and  power, 
can  run  all  the  most  popular  software. 

Every  NEC  product  is  a  strong 
individual  performer.  Working  together, 
they're  even  better.  And  they  also  interface 
smoothly  with  other  suppliers'  equipment, 
so  it's  easy  to  form  the  exact  system  you 
need. 

And  like  Casey,  we  don't  just  believe  in 
performance,  we  back  it 
up  with  leadership  on 
every  level:  from  super- 
computers to  global 


communications 
networks  made  up  >^ 
of  fiberoptic, 
microwave  and  \ 
satellite  transmis-  ^u^0" 
sions.  No  other  supplier  can  match  our 
broad  and  balanced  knowledge  in 
computers  and  communications. 

Let  NEC  help  make  your  business 
more  productive  and  efficient.  Give  us  a 
call  to  find  out  more  about  our 
wide  range  of  products  and 
systems. 


NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  New  York  11747 
Telephone:  1-800-626-4952 
(in  NY  1-516-293-3015) 
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ices — the  so-called  "intelligent"  buildings 
where  tenants  share  not  only  heat,  light, 
transportation,  environmental  controls, 
and  building  management  (computerized), 
but  also  telecommunications  switches, 
computer  cabling,  satellite  dishes,  and 
even  computers  themselves. 

Two  driving  forces  are  behind  this 
concept  of  the  intelligent  building: 

•  Computer-controlled  building  manage- 
ment. The  building  controls  business  has 
been  no  less  immune  to  digitization  than 
other  activities,  and  the  result  has  been  a 
general  integration  of  fire  protection,  secu- 
rity, energy  management,  and  environ- 
mental control  into  a  single,  computer- 
based  system  operating  over  a  single 
wiring  system.  Sensor-based,  computer- 
driven  control  of  heating  systems,  for 
instance,  can  cut  up  to  40%  off  energy 
bills  by  turning  off  thermostats  when  no 
one  is  in  the  room.  Less  quantifiable  sav- 
ings— but  potentially  more  significant — 
are  those  that  result  from  better  system 
operation  during  emergencies. 

•  Fourth  generation  PBXs.  The  newest 
generation  PBXs,  like  NEC's  NEAX2400, 
have  enough  programming  oomph  to 
permit  the  kind  of  complex  switching  and 
administration  needed  to  allow  tenant 
sharing  of  telecommunications  switching 
and  high  speed  lines.  Economies  of  scale 
are  such  that,  according  to  NEC  estimates, 
unrelated  businesses  sharing  telecommu- 
nications services  can  cut  30%  off  their 
phone  bills. 

The  first  generation  of  intelligent  build- 
ing had  both  computer-controlled  building 
management  and  shared  tenant  com- 
munications—  but  didn't  integrate  the 
two. 


But  the  technology  will  continue  to 
march  ahead.  PBX  vendors  are  already 
offering  environmental  monitoring  and 
control  packages  for  their  switchboards, 
for  instance,  and  the  building  manage- 
ment vendors  are  clearly  aware  of  the 
in-building  transmission  needs  of  their 
tenants.  And  they  wouldn't  mind  get- 
ting more  mileage  out  of  the  computers 
they  use  to  run  their  building  manage- 
ment systems,  either. 

The  Computer  as  Peripheral 

From  the  data  processing  and  office 
automation  side  of  the  marriage,  the  join- 
ing of  technologies  has  had  a  profound 
impact. 

One.  The  networks  themselves  are 
becoming  the  processing  entity,  with 
computers  acting  as  network  servers  and 
processing  nodes.  Information  transfer 
and  dissemination  has  become  more 
important  than  information  processing. 

Two.  Connectivity — the  ability  of 
devices  to  talk  to  each  other — has 
become  more  important  to  users  than 
the  individual  processing  capabilities  of 
the  devices  themselves. 

Three.  Data  processing  managers  are 
spending  more  time  than  ever  before 
worrying  about  networks  than  practicing 
classic  computer  science. 


In  the  ultimate  scenario,  of  course,  it 
is  all  integrated.  The  network  is  so  intelli 
gent  that  its  users  can  be  imprecise  in 
making  their  demands  of  it,  and  interfac 
will  be  so  standardized  that  anything  car 
plug  into  anything.  Luckily  we  aren't  then 
yet.  It's  tough  enough  understanding  the 
opportunities  inherent  in  discrete  technc 
ogies  or  in  systems  that  integrate  only  a! 
few  of  them  at  a  time.  Successive  wave 
of  integration  at  a  pulse  that  is  too  rapid 
would  present  us  with  so  much  flexible 
that  we'd  as  likely  be  paralyzed  as  please 

It's  happening  fast  enough  as  it  is. 


LINKING  COMPUTERS  &  COMMUNI- 
CATIONS FOR  THE  SMART  OFFICE 
was  prepared  by  International  Data 
Corporation  (IDC),  Framingham,  MA, 
which  is  solely  responsible  for  its  con- 
tents, under  the  direction  of  Joseph 
L.  Levy  and  John  Gantz.  Graphics: 
Gael  Burns. 

Other  White  Papers  to  Manage- 
ment to  be  published  in  1987: 

May  4— ELECTRONIC  PUB- 
LISHING &  TODAY'S  OFFICE:  THE 
DESKTOP  REVOLUTION.  Ads  close 
March  9. 

June  29— COMPUTER  SYSTEMS 
&  SOFTWARE  FOR  BUSINESS  AND 
INDUSTRY.  Ads  close  May  4. 

September  21  —TRENDS  IN 
COMMUNICATIONS:  NETWORKS 
FOR  TOMORROW.  Ads  close  July  27. 

October  19— OFFICE  AUTOMA- 
TION &  DESKTOP  COMPUTING. 
Ads  close  August  24. 
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Networking  Cuts  Costs  for  Blue 
Cross/Blue  Shield  of  Maryland 

Since  the  first  behemoth  computers  were 
shipped  to  businesses  in  the  early  1950s, 
there  has  been  pressure  to  distribute 
computer  intelligence.  The  motive  has 
generally  been  better  local  control  of  the 
computing  resource  or  more  efficiency 
in  information  processing. 

But  with  so  many  companies  operating 
network-based  applications,  there  is 
another  motive:  saving  time  for  profes- 
sional and  administrative  staff.  The  more 
distributed  information  processing,  the 
greater  productivity  of  all  employees. 

That  was  certainly  the  case  with  Blue 
Cross/Blue  Shield  of  Maryland.  Because 
the  business  was  getting  more  complex 
every  day,  in  1984  Blue  Cross/Blue  Shield 
began  a  four-year  plan  to  implement  a 


corporate-wide  office  automation  network 
— and  chose  Wang  for  word  processing, 
office  automation  and  Digital  Voice 
Exchange  (DVX). 

The  benefit  in  time  saved  approaches 
27%  for  professionals  and  28%  for  admin- 
istrative support  staff.  A  20-month  cost 
recovery  and  a  return  on  investment  of 


56%  is  also  projected  thanks  to  the  Wang 
OFFICE  System. 

The  real  advantage  is  the  competitive 
edge  Blue  Cross/Blue  Shield  of  Maryland 
achieves.  Thanks  in  part  to  Wang,  the  cor- 
poration protects  more  people  against  the 
cost  of  health  care  than  any  other  medi- 
cal insurance  company  in  the  state. 


To  you,  it' s  the  world's  largest  business 
and  financial  center. 
To  us,  it's  creating  a  more  efficient  working 
environment  for  7,000  tenants. 


The  tenants  of  1  Financial  Place  in  Chicago  enjoy 
of  the  most  efficient  working  environments  yet  designed, 
nvironment  created  and  maintained  by  Johnson  Controls, 
systems  that  heat  and  cool  them,  light  their  workspace, 
>  them  communicate,  and  keep  them  secure  are  all 
grated  into  one  computerized,  energy- 
ient  operation.  To  make  them  more 
ifortable,  and  thus  more  efficient.  And 
lake  the  building  more  cost  efficient,  too 

Designing  and  installing  auto- 
sd  systems  for  buildings  is  our 
ness.  Maintaining  and  servicing 
ding  systems  through  our  Alliance 
;rams  is  our  business,  too. 


ohnson  Controls,  Inc.  1986  8602 


Over  100,000  building  owners  have  chosen  Johnson  Controls 
for  facilities  management.  These  projects  range  in  size 
from  giants  like  1  Financial  Place  to  small  offices 
in  local  communities. 

For  information  on  a  working 
environment  that  can  work  to  save  you 
money,  take  advantage  of  our  new 
Executive  Contact  Program.  Give 
us  a  call  now  at  1  -800-972-8040. 
In  Wisconsin,  call  1 -800-472-6533. 
A  Johnson  Controls  executive  will 
get  back  to  you  within  48  hours. 


JQHNSON 
CONTROLS 

Creating  a  better  climate 
for  business. 


While  others  search  for  the  secret  to  success,  we've 
been  delivering  it.  It's  called  consistent,  reliable  performance. 
And  it  comes  in  the  form  of  a  Toshiba  Business  Telephone 
System. 

Choose  any  of  our  Strata!  key  systems.  Or  our 
Perception® digital  PBX.  With  two  to  120  lines.  You'll  get  an 
advanced,  no-worry  system  that'll  stay  with  your  business 
all  the  way  to  the  top. 

Our  systems  are  so  dependable,  you'll  enjoy  virtu- 
ally trouble-free  operation.  Day  in,  day  out.  Add  easy, 
modular  hardware  expansion.  Plus  phones  that  work  with 
all  our  systems.  And  your  investment  stays  as  solid  as 
your  telephones. 

You'll  also  get  the  latest  advanced  features.  Most  of 
which  are  standard,  not  optional.  Plus,  they're  easy  to 


learn  and  use.  So  every  employee  can  make  the  most  of 
your  system's  capabilities. 

You  get  it  all  from  the  Sl6  billion  Toshiba  Corpora- 
tion. Along  with  the  resources  and  long-term  strengths  of 
a  world  leader  in  high  technology. 

So  call  us  at  1-800-222-5805.  Or  write  to  us  at 
2441  Michelle  Drive, Tustin,  CA  92680,  or  at  111  Business 
Park  Drive,  Armonk,  NY  10504.  Ask  us  about  our  Strata,, 
and  Perception  systems. 

Because  when  your  business  is  on  the  line,  you  need 
Toshiba  on  your  phones. 

TOSHIBA  BUSINESS 
TELEPHONE  SYSTEMS. 
THEY  WORK. 
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On  the  battlefield  of  the  future  it  would 
undoubtedly  help  if  the  computers  could 
all  talk  to  one  anotheir. 

Name,  rank  and 
computer  log-on 


G.in  HjllKri 
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By  Kathleen  Healy 


Defense 


Outgunned  and 
outmanned  by  a 
militaristic  So- 
viet Union,  the  Pentagon  for  years  has 
pursued  a  strategy  of  counting  on 
technology  to  help  it  overcome  what 
would  otherwise  be  the  crushing 
weight  of  that  country  in  a  major  con- 
ventional war.  But  the  strategy  has 
lately  run  into  an  obstacle  any  com- 
puter nerd  can  appreciate — getting 
the  computers  that  are  now  integral 
to  everything  from  the  M-l  tank  to 
the  F-16  fighter  to  communicate  ef- 
fectively with  one  another,  as  well  as 
with  "command  control"  centers  far 
removed  from  the  battlefield. 

At  the  heart  of  the  problem  is  the 
so-called  Ada  computer  language, 
named  after  Lord  Byron's  daughter, 
programmer  of  Charles  Babbage's  ana- 
lytical engine,  thought  to  be  the  first 
digital  computer. 

First  proposed  by  Defense  Depart- 
ment planners  in  the  early  1970s,  Ada 


was  to  be  the  operative  electronic  lan- 
guage for  all  computerized  military 
operations  in  the  1990s  and  beyond. 
Its  mission  is  to  reduce  the  burgeon- 
ing costs  of  developing  and  maintain- 
ing separate  and  often  incompatible 
computer  software  languages  in  indi- 
vidual weapons  systems,  an  undertak- 
ing that  currently  costs  more  than  $3 
billion  annually. 

Yet  after  a  decade  of  effort  involving 
27  different  contractors  and  a  reported 
$1  billion  in  taxpayer  treasure,  Ada 
has  become  an  electronic  tower  of 
babble.  One  reason  is  that  the  Defense 
Department  never  provided  complete 
performance  specifications  to  the 
contractors. 

Planners  wanted  a  language  that 
would,  among  other  things,  be  smart 
enough  to  recognize  errors  being  in- 
put by  everyone  from  programmers  to 
battlefield  users,  be  compact  enough 
to  be  stored  on  memory  devices  a  foot 
soldier  might  backpack  into  battle 
and  be  ready  for  use  by  the  early 
1990s.  Such  basic  decisions  as  how 


data  would  be  structured,  stored  and 
manipulated  were  never  specified. 

William  Suydam,  editor  of  the  Ada- 
Data  newsletter,  likens  the  problem 
to  trying  to  build  a  house  without  a 
blueprint.  Says  he,  "Someone  has  to 
decide  on  standards.  Leaving  it  to  the 
contractors  means  inviting  everyone 
to  solve  problems  his  own  way.  Thus, 
you  get  a  lot  of  different  solutions." 

In  fact,  although  Ada  was  supposed 
to  serve  as  a  single,  all-embracing  lan- 
guage for  global  warfare,  there  are  al- 
ready at  least  five  ways  of  implement- 
ing it.  Complains  David  Quigley,  Ada 
product  manager  for  Digital  Equip- 
ment Corp.,  "We  took  Ada  real  seri- 
ously and  built  a  product  that  the 
government  apparently  doesn't  need. 
Now  we  have  to  recoup  that  invest- 
ment some  other  way." 

Undoubtedly  the  military  could 
benefit  from  an  all-purpose  language. 
Glitches  in  the  welter  of  more  than  70 
different — and  often  incompatible — 
computer  tongues  the  military  cur- 
rently  uses  regularly 
produce     major  and 
costly   foul-ups.  One 
reason  it  costs  $250 
million  annually  (three  times  the 
originally  projected  cost)  to  maintain 
and  upgrade  the  software  for  the  F-16 
is  that  some  of  the  planes  use  differ- 
ent versions  of  a  language  while  the 
ground-control    computers   for  the 
planes  use  yet  another. 

In  some  instances,  lives  can  be  at 
risk.  During  the  1983  Grenada  inva- 
sion, the  radios  of  Naval  commandos 
could  not  communicate  with  those  of 
Army  Rangers  because  the  transmis- 
sions had  to  be  relayed  through  in- 
compatible computer-controlled 
shipboard  facilities.  In  one  memora- 
ble instance,  an  Army  lieutenant  at- 
tempted to  report  potential  ground 
targets  to  Air  Force  bombers  overhead 
but  was  not  able  to  get  through  on  his 
radio.  Finally,  he  was  forced  to  run  to 
a  pay  phone  and  use  his  personal 
AT&T  credit  card  to  telephone  the 
target  coordinates  into  Fort  Bragg, 
N.C.,  some  1,500  miles  away. 

Though  Ada's  present  state  of  de- 
velopment is  not  encouraging,  the 
Pentagon  is  pressing  ahead  with  a 
plan  to  have  soldiers  in  the  trenches 
begin  using  laptop  computers  in  bat- 
tle as  early  as  1 99 1 .  For  what  purpose? 
According  to  the  Army,  one  man  in 
each  infantry  platoon,  a  so-called  for- 
ward observer,  would  send  data  about 
the  condition  of  the  battlefield  and 
the  location  of  the  enemy  up  the 
ranks  to  the  company  and  battalion 
levels.  There,  powerful  minicomput- 
ers would  quickly  digest  the  data  and 
evaluate  scenarios  for  troop  move- 
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SOME  OF  THE  BEST  IDEAS 

SEEM  TO  COME  OUT  OF  NOWHERE. 

You  might  not  think  of  space  as  a  hotbed  of  scientific 
inquiry.  But  what  space  lacks -gravity,  vibrations  and  an 
atmosphere  -  is  precisely  what  makes  it  a  superb  place  for 


research,  a  place  to.  look  out  to  the  universe,  back  tow, 
Mother  Earth,  or  inside  at  tasks  to  be  performed  in  the 
station  itself. 

That's  why  the  NASA  and  companies  such  as  Mart 
Marietta  are  designing  a  space  station  to  be  placed  inc 
and  manned  by  teams  of  scientists  and  technicians  in 
the  mid-1990s. 


>m  a  point  300  miles  in  space,  the  station  will  be  a 
)ry,  an  astronomy  and  astrophysical  observatory,  an 
ly  and  manufacturing  center,  a  satellite  repair  and  serv- 
ition,  and  a  staging  base  for  missions-both  manned 
nanned -to  the  deeper  regions  of  the  universe. 
I  irtin  Marietta  is  proud  to  head  one  of  the  teams  that 
ning  the  space  station's  common  modules,  where 


teams  will  work  and  live  over  the  next  20  years. 

At  Martin  Marietta,  we  apply  the  same  creative  intelli- 
gence to  space  technology  that  we  bring  to  systems  and 
products  in  defense  electronics,  communications,  energy, 
information  management  and  materials. 

Technology  that  will  help  a  lot  of  good  ideas  get  off  the 
ground. 


f  ERMINDING  TOMORROW'S  TECHNOLOGIES  WmtfMitMkmlih ilifiiiifliMil 
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mcnts  and  artillery  targets.  Battlefield 
commanders  would  theoretically  be 
able  to  make  sounder  tactical  deci- 
sions more  rapidly. 
This  is  a  preposterous  idea  on  its 


face,  maintains  a  former  military 
commander,  now  retired  to  a  West 
Coast  defense  contracting  firm.  "Lap- 
top computers  are  almost  useless  in 
battle.  The  first  thing  that  happens  is 
you  become  overwhelmed  with  fear. 
War  is  full  of  signals,  sounds  and  in- 
formation. The  last  thing  you  need  is 
even  more  information." 

Nonetheless,  the  military  is  forging 
ahead.    The    Defense  Department 


spent  an  estimated  $10  billion  1; 
year  on  computerized  battle  systei 
and  is  likely  to  continue  such  sper 
ing,  Ada  or  no  Ada.  Yet,  unless  t 
Pentagon  gets  a  firmer  grasp  on  t 
project  quickly,  the  day  may  not  be 
off  when  America  marches  off  to  vi 
armed  with  keyboards,  terminals  a 
floppy  disks — and  nothing  much  to 
with  the  gadgets  except  throw  tht 
at  the  enemy. 


Cleaning  up  after  industry's  slobs 


Hazards 


When  New 
York's  Love  Ca- 
nal was  branded 
a  hazard  to  humans  nearly  a  decade 
ago  by  federal  investigators,  a  lively 
neighborhood  died  as  more  than  700 
families  fled  their  homes  one  step 
ahead  of  the  bulldozer.  But  the  22,000 
tons  of  chemical  wastes  dumped  by 
Hooker  Electrochemical  Co.  in  the 
1940s  are  still  there,  along  with 
17,000  gallons  of  toxic  sludge  in  near- 
by holding  tanks.  "We  couldn't  come 
up  with  a  way  to  handle  the  mess," 
confesses  Norman  Nosenchuck,  New 
York  State  director  of  solid  and  haz- 
ardous waste.  "Nobody  in  the  world 
would  accept  all  that  waste." 

Now,  for  the  first  time  since  the 
trouble  began,  Nosenchuck  has  rea- 
son for  optimism.  Federal  Superfund 
legislation  and  related  amendments 
have  at  last  begun  to  spur  companies 
to  invent  new  processes  to  dispose  of 
toxic  waste.  As  companies  rise  to  the 
challenge,  a  commercial  market  is  be- 
ginning to  take  shape  that  may  reach 
$25  billion  over  the  next  five  years  as 
well  as  grow  at  a  breathless  25%  an- 
nual rate  during  the  period.  Says  Boyd 
Burton,  president  of  BioTrol,  Inc.,  a 
Chaska,  Minn. -based  de- 
veloper of  hazardous 
waste  disposal  technol- 
ogies, "Congress  has  spo- 
ken on  the  matter  of  haz- 
ardous waste,  and  that 
alone  has  created  a  mar- 
ketplace for  us." 

At  Love  Canal,  Wes- 
tinghouse  Plasma  Sys- 
tems, a  joint  venture  be- 
tween Westinghouse 
Electric  and  Canada's  Py- 
rolysis  Systems,  Inc.,  has 
built  a  $1  million  mobile 
unit  under  contract  to 
New  York  State  to  use  a 
new  technology  called 
plasma  arc  treatment,  to 
be  used  on  the  site's 
dioxin-laced  sludge  this 
fall.  The  technology 
breaks   down  molecular 


bonds  in  the  absence  of  oxygen,  as 
opposed  to  conventional  treatment 
methods  of  incineration,  which  uses 
oxygen  in  a  normal  combustion  pro- 
cess. In  plasma  arc  technology,  waste 
matter  passes  through  a  plasma  torch 
that  creates  an  electromagnetic  ener- 
gy field  equivalent  to  18,000  degrees 
Fahrenheit.  The  treatment  reorders 
the  waste  into  simple  nontoxic  mate- 
rials. Each  day  the  plasma  arc  facility 
can  destroy  240  gallons  of  toxic 
waste — enough  to  eliminate  the 
17,000  gallons  of  toxic  sludge  in  hold- 
ing tanks  in  about  two  months. 

At  the  Richland,  Wash,  laboratories 
of  the  Battelle  Memorial  Institute, 
scientists  are  testing  a  process  that 
separates  organic  chemicals  from  in- 
organic contaminants  like  heavy  met- 


Battelle  Institute  's  Richland,  Wash,  test  facility,  to  dispose  of  waste 
Below,  inventor  James  Bitelt  with  detoxified  slag 
Cleaning  up  hazards  before  they  kill. 


als  or  radioactive  wastes.  Large  ek 
trodes,  plugged  into  the  ground 
sludge,  pass  an  electrical  curre 
through  the  waste  via  energy-ca 
ducting  graphite.  In  the  process, 
game  chemicals  are  destroyed,  wh; 
inorganic  material  is  trapped  in  me 
ed  piles  of  harmless  solid  waste. 

Biological  processes  are  also  beii 
explored.  BioTrol,  Inc.,  working  wi 
the  University  of  Minnesota's  Gr. 
Freshwater  Biological  Institute, 
developed  a  process  that  deploys  n 
crobes  into  water  and  soil  that 
contaminated  with  pentachloroph 
nol  and  creosote — two  toxic  cherr 
cals  once  used  as  wood  preservative 
The  toxins  are  neutralized  when  tl 
bugs  eat  the  chemicals  and  turn  the 
into  carbon  dioxide  and  water. 

While  such  projects  are  innovativ 
the  surest  method  of  dealing  wii 
waste  is,  of  course,  not  to  create  it 
the  first  place.  A  few  companies  a 
attacking  the  problem  from  that  er 
by  improving  their  manufacturir 
processes  so  as  not  to  generate  hazar 
ous  waste  at  all — or,  if  that  is  imposs 
ble,  at  least  to  make  less  of  it  tha 
before.  Thus,  3M  has  reduced  wast* 
by  50%  over  the  last  ten  years,  savir 
more  than  $350  million  i 
the  process.  In  its  tapi 
making  operations,  3M  n 
duced  the  use  of  chemic; 
solvents  in  the  coatin 
phase,  using  solid 
ings  instead. 

"Waste  is  not  inevit; 
ble,"  says  Joel  Hirscr 
horn,  a  senior  associate  c 
the  Office  of  Technolog 
Assessment.  "It  just 
quires  fine-tuning  usia 
simple  and  subtle  charj 
ges."  Maybe  so,  but  unti 
more  companies  get  tha 
message,  there  will  b| 
plenty  of  business  to  gl 
around  for  all  the  firm 
dedicated  to  cleaning  thi 
waste  that  industry  leavel 
behind. — Eva  Pomice 
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Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Vith  almost  no  promotion,  The  Road  Less 
raveled  has  been  a  bestseller  for  over  1 75 
)eeks.  Ah,  the  glories  of  word  of  mouth. 

The  best  kind 
of  advertising 


WS^  very  Sunday  the  New  York 
M_  Times  Book  Review  publishes 

MM  its  nationwide  bestseller  list, 
fery  Sunday  for  more  than  three 

ars  its  list  of  soft-cover,  but  full- 
mc,  bestsellers  has  included  The 
had  Less  Traveled  by  psychiatrist  M. 
jott  Peck  (Simon  &.  Schuster, 
if  .95). 

iPeck's  insightful  volume,  as  it  is 
Ascribed  on  the  cover,  "discusses  the 
ifture  of  loving  rela- 
ibnships:  how  to  rec- 
linize  true  compatibil- 
W;  how  to  distinguish 
|' pendency  from  love; 
Jjiw  to  become  one's 
wn  person;  how  to 
a  more  sensitive 
irent." 

r Syrup?  Maybe.  But 
We  public  is  lapping  it 
I!  i.  There  are  now 
pore  than  2.25  million 
(  pies  in  print,  and  de- 
ll and  remains  strong. 
ne  Road  Less  Traveled 
|i|/es  its  sales  entirely 
I  word  of  mouth.  "It's 
I  marketing  phenome- 
wh.,"  says  James  Mil- 
«)t,  editor  of  BP  Report, 
He  publishing  indus- 
y's  top  newsletter. 
(There  hasn't  been  a 
slide    book    like  it 

!!er" 

Publishers  usually 
lend  big  money  to 
^ate  bestsellers — ei- 
I  ser    through  multi- 


million-dollar contracts  to  hot  writers 
like  Mario  Puzo  and  James  Clavell  or 
through  slick  campaigns  featuring 
lots  of  talk-show  appearances  by  the 
author. 

Simon  &  Schuster  published  The 
Road  Less  Traveled  in  hard  cover  in  the 
fall  of  1978.  For  the  first  year  it  spent 
only  a  few  thousand  dollars  on  promo- 
tion, according  to  Peck.  Beginning  in 
1980,  when  the  book  was  published  in 


Author  M.  Scott  Peck 
"It  just  snowballed." 


paperback,  Simon  &  Schuster  sent 
Peck  on  a  two-week  tour  and  started 
spending  a  little  more  to  push  it.  Only 
now  has  it  jumped  on  the  bandwagon, 
spending  substantial  amounts  over 
the  past  year. 

From  1980  through  1984,  sales 
doubled  annually,  with  more  than 
600,000  copies  selling  in  1986.  This 
book,  acquired  for  $7,500  and  reject- 
ed for  mass  paperback  publication 
because  Simon  &  Schuster  didn't 
think  it  would  sell  in  airports,  has 
since  generated  pretax  profits  of 
nearly  $2  million,  or  about  75  cents 
per  copy.  That  is  slightly  more  than 
what  it  has  made  for  its  author,  a  50- 
year-old  psychiatrist  from  New  Pres- 
ton, Conn.,  married  with  three  chil- 
dren, who  now  earns  his  living  lec- 
turing and  writing. 

Creating  good  word  of  mouth  is 
the  hardest  of  all  marketing  assign- 
ments, so  hard  that  few  try.  Holly- 
wood movie  studios  are  the  excep- 
tion, regularly  offering  sneak  pre- 
views to  critics,  media  personalities, 
select  groups  of  high  school  students 
and  even  the  general  public  in  hopes 
of  creating  interest  in  a  picture. 
More  personal  than  advertising  and 
smacking  of  "inside"  information, 
word  of  mouth  can  be  a  uniquely 
powerful  marketing  tool. 

"If  somebody  you  trust  suggests 
something  is  meaningful,  that  is  more 
important  to  you  than  information 
presented  in  an  impersonal  way," 
says  Dr.  Sidney  Levy,  chairman  of  the 
marketing  department 
at  the  Kellogg  School, 
Northwestern  Univer- 
sity. "People  like  to 
share  with  each  other," 
says  Carol  Colman,  a 
partner  in  Inferential 
Focus,  a  marketing 
company.  "It's  'Have 
you  heard,  have  you 
seen?'  Crocodile  Dun- 
dee was  turned  down 
by  five  studios.  WD-40, 
a  lubricating  spray  that 
also  loosens  rusted 
bolts,  never  advertises. 
Word  of  mouth  starts 
because  people  need  to 
socialize." 

Every  year  about 
50,000  new  books  are 
published,  including 
800  or  so  from  Simon 
&  Schuster.  Most  dis- 
appear without  a  trace. 
Certainly  The  Road  Less 
Traveled  was  a  likely 
candidate  for  obscuri- 
ty. First  submitted  to 
publishers    with  the 
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Susan  Fox,  owner,  Elmwood  Books,  Buffalo,  N.Y. 
She  sold  it,  she  read  it,  and  then  she  sold  hundreds  more. 


egghead  title  The  Psychology  of  Spiritual 
Growth,  it  was  rejected  by  Random 
House,  but  Jonathan  Dolger,  then  a 
Simon  &  Schuster  editor  whose  other 
acquisitions  included  the  bestselling 
Looking  for  Mr.  Goodbar,  decided  he 
liked  it.  "It  had  a  nice  tone,  and  books 
of  a  quasi-religious,  philosophical  na- 
ture were  finding  an  audience  back 
then,"  says  Dolger,  today  a  literary 
agent.  "I  also  thought  it  would  do  well 
on  the  back  list,  so  called  because 
those  books  continue  to  sell  to  special 
audiences  year  after  year." 

The  first  thing  Dolger  did  was  insist 
that  Peck  come  up  with  a  new  title,  a 
reasonable  request  for  a  book  whose 
first  line  is  somewhat  forbidding: 
"Life  is  difficult."  Simon  &  Schuster 
published  a  modest  5,000  copies  in 
hardcover  ($12.95)  in  the  fall  of 
1978 — in  the  middle  of  a  strike  at  the 
New  York  Times.  This  meant  the  book 
received  no  reviews  in  New  York,  the 
center  of  the  publishing  industry. 

Still,  Peck's  work  sold  modestly,  as 
expected.  But  on  Sept.  29,  1978  it  re- 
ceived a  powerful  review  in  the  Wash- 
ington Post  from  writer  Phyllis  Ther- 
oux,  who  called  it  "a  spontaneous  act 
of  generosity."  David  Kent,  then  Si- 
mon &  Schuster's  sales  representative 
in  the  Washington,  D.C.  area,  became 
so  enthusiastic  about  We  Road  Less 
Traveled  that  he  insisted  buyers  at  his 
stores  read  it  and,  if  they  liked  it, 
place  minimum  orders  of  25  copies, 
not  the  normal  5  or  10.  He  also  wrote 
notes  to  30  or  so  local  ministers  and 
PTA  heads,  because  Kent  felt  the 
book  had  a  lot  to  say  about  religion, 


education  and  raising  children. 

At  about  the  same  time,  the  book 
began  to  take  off  in,  of  all  places, 
Buffalo,  N.Y.  The  wife  of  one  of  the 
author's  roommates  at  Harvard  sent 
the  book  to  her  friend  Cornelia  Dop- 
kins,  a  teacher  at  Nichols,  a  private 
school  in  Buffalo.  Dopkins  was  so  tak- 
en with  it  that  she  gave  copies  to  the 
headmaster  at  Nichols,  as  well  as  to 
Robert  Hetherington,  then  the  rector 
at  the  Trinity  Episcopal  Church,  and 
to  her  own  rector  at  the  Westminster 
Presbyterian  Church. 

Both  churches,  which  had  large 
congregations,  invited  Peck  to  visit 
for  a  weekend.  Peck  spoke,  and  the 
book  sold  hundreds  of  copies,  many  of 
which  were  ordered  locally  through 
Elmwood  Books.  Susan  Fox,  the  store 
owner,  read  the  book  herself  and  be- 
gan promoting  it  to  her  customers. 
"People  read  it,  told  their  friends  they 
had  to  read  it,  and  also  bought  copies 
to  give  away,"  says  Fox.  "We  sold 
hundreds  and  hundreds  of  copies." 

Thus  was  born  the  word  of  mouth 
that  built  a  nationwide  bestseller.  It 
was  not  planned.  It  just  happened. 

At  this  point  Simon  &  Schuster  did 
something  that  was  very  smart  in- 
deed. It  listened.  The  company  still 
thought  the  potential  audience  was 
too  small  to  justify  a  mass  market 
paperback.  But  Eric  Kampmann,  then 
director  of  sales  at  Simon  &  Schus- 
ter's trade  book  division,  was  in- 
trigued by  the  sales  reports.  Why  was 
this  book  moving  so  well  in  Washing- 
ton and  Buffalo?  "I  told  him  the  book 
had  fabulous  word  of  mouth,"  says 


Mark  Kohut,  the  company's  Buffal 
representative.  "I  thought  it  could  | 
another  Art  of  Loving,  a  bestseller  wri 
ten  by  Erich  Fromm." 

There  was  more.  Susan  Boloti 
then  editor  of  Simon  &  Schustei 
Touchstone  division,  doubted 
commercial  success.  But  Dav 
Kent's  passion  for  the  book  so  iu 
pressed  her  that  she  also  began 
push  We  Road  Less  Traveled  wil 
Kampmann.  "We  never  thought  tl 
book  would  sell  at  newsstands,  whio 
is  why  we  rejected  it  as  a  mass  pape 
back,"  says  Kampmann.  "But  we  d 
begin  to  think  it  might  have  life  as 
textbook  for  courses  on  religion  art 
philosophy,  so  we  took  a  chance." 

Peck  also  decided  to  help  himse] 
At  his  own  expense  he  hired  a  Coj 
necticut  schoolteacher  in  the  summt 
of  1979  to  send  letters  and  copies 
reviews  to  newspaper  editors  acroi 
the  country.  In  January  1980  Simon 
Schuster  published  15,000  trade  pi 
perbacks  and  paid  for  a  two-week,  tel 
city  promotional  tour. 

"I  was  surprised  at  how  well  tl 
book  did  in  the  Bible  Belt,  until 
realized  there  are  a  huge  number 
people  who  have  retained  their  pat 
sion  for  God  but  are  disgusted  wil 
simplistic  fundamentalism,"  saj 
Peck.  "There  are  lots  of  sophisticate 
people  there  who  were  delighted 
have  a  nonfundamentalist  spokespei 
son.  It  just  snowballed."  FollowirJ 
that  tour,  Simon  &  Schuster  did  sorrj 
advertising  in  areas  where  the  boa 
had  strong  followers.  But  that  was 
in  terms  of  promotion. 

That  year,  1980,  30,000  copies  wei 
sold.  Next  year  Simon  &  Schuste 
moved  60,000  trade  copies.  In  198 
the  big  chains  began  to  promote  Tl\ 
Road  Less  Traveled,  and  sales 
120,000.  Last  year  the  number  toppe 
600,000,  and  the  book  became  such 
phenomenon  that  Simon  &  Schuste 
published  Exploring  We  Road  Less  Trai 
eled,  a  teaching  guide  for  those  intei 
ested  in  exploring  the  book  in  depth 

On  June  1  Simon  &  Schuster  wii 
publish  Peck's  newest  volume: 
Different  Drum,  which  extends  Peck' 
self-awareness  into  social  awarenesi 
The  company  is  not  taking  ani 
chances.  It  is  printing  140,000  copie 
and  will  invest  $100,000  in  what 
describes  as  a  major  national  markei 
ing  and  advertising  program. 

The  publishing  industry  was  take: 
completely  by  surprise  by  the  book' 
success,  and  even  the  author  didn 
anticipate  its  degree.  "The  first  tim 
around,  there  was  a  part  of  me  tha 
thought  the  book  would  do  well, 
Peck  says,  "but  I  didn't  have  intima 
tions  of  immortality." — J.A.T. 
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I  ues  of  the  Information  Age: 


The  paradox  of  power. 


The  Information  Age, 
for  all  its  potential,  has 
brought  with  it  a  new  kind  of 
problem.  Often,  the  machines 
that  contribute  so  much  to 
the  flood  of  information  do 
little  to  help  most  of  us  cope 
with  it.  They  are  difficult  to 
use,  rigid  in  their  demands, 
almost  arrogant  in  their 
inability  to  work  with  any 
but  their  own  kind.  They  are 
the  muscle-bound  tools  of 
specialists. 

In  our  view,  the  problem 
is  not  that  the  machines  are 
too  powerful  for  the  rest  of 
us.  They  are  not  powerful 
enough. 

This  is  the  paradox  of 
power:  the  more  powerful  the 
machine,  the  less  power  it 
exerts  over  the  person  using 
it.  We  define  a  more  powerful 
machine  as  one  that  is  more 
capable  of  bending  to  the  will 
of  humans,  rather  than  hav- 
ing humans  bend  to  its  will. 
The  definition  is  deeply 
ingrained  in  AT&T  The  tele- 
phone is  such  a  powerful 
device  precisely  because  it 
demands  so  little  of  its  user. 

AT&T  foresees  the  day  when 
the  Information  Age  will 
become  universal.  People 
everywhere  will  participate 
in  a  worldwide  Telecommu- 
nity  They  will  be  able  to 
handle  information  in  any 
form— conversation,  data, 
images,  text— as  easily  as  they 
now  make  a  phone  call. 


That  day  is  coming  closer. 
One  example:  scientists  at 
AT&T  Bell  Laboratories  are 
developing  "associative" 
memories  for  computers,  fur- 
ther enabling  the  machines  to 
work  with  incomplete,  impre- 
cise, or  even  contradictory 
information.  That's  perfectly 
natural  for  a  human.  What 
makes  it  a  breakthrough  is 
that  these  computers  won't 
ask  you  to  be  anything  else. 

Telecommunity  is  our  goal. 
Technology  is  our  means" 

We  are  committed  to  lead- 
ing the  way 


AT&T 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


The  classic  African  safari,  updated:  Un 
winding  on  a  Botswana  bird  shoot. 


The  new  game 
in  Africa 


By  John  Frederick  Walker 

PI  anicked  by  encircling  lions, 
the  herd  of  stampeding  Cape 
buffalo  suddenly  changed  direc- 
tion at  40  yards  and  thundered  right 
toward  us. 

"Get  back  in  the  bloody  car!" 
shouted  our  professional  hunter,  Lio- 
nel Palmer,  as  he  leaped  into  the  driv- 
er's seat.  But  the  Land  Cruiser  balked 
at  starting  just  as  two  lions  clawed 
down  a  young  buffalo  just  yards  away. 
It  frantically  flung  them  off  and 


dashed  back  into  the  escaping  herd  as 
it  veered  off  behind  us,  leaving  hungry 
lions  trailing  in  the  dust  and  four  cli- 
ents, two  professional  hunters  and  an 
African  tracker  openmouthed. 

George  Johnson,  a  St.  Louis  venture 
capitalist,  was  cooler  than  the  rest  of 
us:  He  had  recorded  the  entire  20- 
minute  drama  on  video  camera.  Quite 
a  trophy. 

It  was  the  climax  of  a  particularly 
memorable  day  in  a  two-week  wing 
shooting,  fishing  and  game-viewing 
safari  in  the  Kalahari  Desert  and  Oka- 


vango  Delta  regions  of  Botswana  , 
southern  Africa.  That  morning  w 
had  driven  past  hippos,  giraffes  an 
impala  to  shoot  Cape  turtle  doves  an 
spotted  sand  grouse  from  the  banks  <j 
the  Khwai  River,  where  fish  eagk 
waited  for  a  chance  to  make  an  eas 
breakfast  of  our  downed  birds.  Ths 
afternoon  we'd  left  guns  in  camp  t 
stalk  buffalo  with  cameras  in  th 
Moremi  Game  Reserve. 

At  sundown,  back  at  our  tente 
camp  at  Machaba,  we  recounted  01 
day's  adventures  to  the  rest  of  ou 
party  of  12  Americans — while  rec 
jacketed  waiters  served  us  cool  drink 
and  hors  d'oeuvres  of  grilled  dov 
breast  wrapped  in  bacon,  prepare 
from  the  morning's  bag. 

This  was  just  the  sort  of  day  we  hai 
all  come  for:  unspoiled  Africa  on 
contemporary  version  of  the  classi* 
safari.  "I  wanted  to  see  an  Africa  that 
was  afraid  is  fast  disappearing,"  sail 
Lynn  Larson,  a  San  Francisco  brokei 
with  Alex.  Brown  &  Sons.  He  is  nq 
alone.  In  fact,  going  on  safari  is  cur( 
rently  the  number  one  fantasy 
American  men,  according  to  a  198(1 
Benton  &  Bowles  study.  But  sona 
"safaris"  are  nothing  more  than  glori 
fied  zoo  trips.  These  days  many  visi 
tors  to  Africa  find  themselvei 
crammed  into  minibuses  that  joifi 
traffic  jams  around  yawning  lions  iqi 
game  parks. 

Our  group  sought  a  different  experi] 
ence.  And  that  we  got.  Hacker  Caldj 
well,  president  of  Caldwell  Capital 
Corp.  in  Chattanooga,  Tenn.,  pointed 
out,  "This  sort  of  trip  isn't  for  the 
chief  executive  of  a  major  corporation) 





 ,  :  


Author  Walker's  shot  of  Cape  buffalo  stampeding  at  Moremi  Game  Reserve.  Botswana 
Ready,  aim,  click. 


Phmos  by  John  Frederick  «  alkci 
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Wl EXPECT  MORE  COMFORT 

FROM  PAN  AM. 


AMDYOU SHOUID. 


Comfort. 

Remember  it?  It's  a  word  almost 
forgotten  in  the  airline  business  today. 
But  not  at  Pan  Am.  You're 
going  to  hear  more  and  more 
about  comfort  this  year  from  us. 
More  comfort  in  First  Class. 
More  comfort  in  Clipper®  Class. 
More  comfort  in  Economy. 

You'll  be  in  total  comfort  in  our  new 
leperette®  Seats  in  First  Class. 
I  You'll  be  able  to  relax,  stretch  out,  and 


work  if  you  want  in  our 
wider,  more  handsome  Clipper 
seats  (with  six,  not  eight,  seats  across). 
You'll  be  treated  to  new  carpeting, 
brighter  decor,  better  lighting,  new 
electronic  head  sets  and  more  elaborate 
and  innovative  menus. 

There's  more.  We're  also  introducing 
an  all  new  reservation  system  which  j 
means  faster  ticketing  and  shorter 
lines  at  the  airport. 

And  as  always  you  get  that 
internationally  famous  Pan  Am 
service  everywhere  you  fly. 

So  if  you  appreciate  comfort,  come 
fly  with  us.  And  get  more. 


who  wouldn't  feel  com- 
fortable being  out  of  touch 
for  two  weeks." 

Frontiers  International 
Travel,  a  firm  that  special- 
izes in  shooting  and  fish- 
ing trips  worldwide,  had 
put  our  group  together  (see 
box).  Our  outfitters  were 
Safari  South,  which  main- 
tains 12  camps  scattered 
over  its  10,000-square- 
mile  concession  areas  in 
Botswana.  Using  a  fleet  of 
13  aircraft,  Safari  South 
tailors  itineraries  to  suit 
the  whims  of  clients  and 
the  availability  of  game. 

Tsoi,  where  we  spent 
the  first  five  days,  con- 
sists of  tree-shaded  tents 
on  the  banks  of  the  Botletle  River  in 
the  eastern  Kalahari.  We  slept  under 
sheets  and  blankets  on  spring  mat- 
tresses in  our  twin-bedded  tents, 
equipped  with  tables,  gas  lamps,  mir- 
rors and  washstands. 

The  extraordinary  wing  shooting  in 
Africa  no  longer  takes  a  backseat  to 
big  game  hunting.  The  quarry  is  limit- 
ed to  the  region's  tasty  game  birds,  all 
of  which  are  consumed  in  camp.  Afri- 
can bird  shooting  is  also  about  a  third 
of  the  price  of  a  comparable  two-week 
big  game  safari.  Typically,  however, 
not  everyone  shoots— several  on  this 
trip  chose  only  to  aim  cameras  or 
wield  fishing  rods. 

The  days  began  at  about  4:30  a.m., 
and  after  tea  and  toast  we  piled  into 
four-wheel-drive  vehicles  for  a  hang- 
on-to-your-hats  ride  across  the  dark 
sand  and  scrub  landscape. 

We  were  guided  by  professional 


Airivingfor  a  dove  shoot  on  the  Botletle  River 
The  day's  bag  made  the  night's  dinner. 


hunters,  each  of  whom  had  an  African 
tracker  atop  the  cab  of  his  vehicle, 
waving  a  long  stick  to  point  out  bogs, 
logs  and  the  exact  spots  along  the 
riverbank  where  bands  of  Cape  turtle 
and  red-eyed  doves  would  be  sure  to 
streak  across  the  dawn  sky. 

Spread  out  along  the  riverbank, 
doubled-barreled  12-  and  20-gauge 
shotguns  at  the  ready,  we  kept  the 
young  African  "bird  boys"  busy  re- 
trieving downed  quarry. 

By  9:30  we  were  farther  downriver, 
taking  overhead  shots  at  high-flying 
spotted  sand  grouse.  With  eight 
shooters,  a  good  morning's  bag  might 
number  several  hundred,  but  the  tiny, 
tasty  birds  never  lasted  long  in  our 
hungry  camp.  After  what  seemed  like 
a  full  day,  we'd  find  ourselves  back  in 
camp  at  11:00,  sitting  down  to  En- 
glish-style breakfast.  By  the  time  we 
finished  a  welcome  rest  in  our  tents, 


If  you  go 


Botswana  is  a  politically  stable 
former  British  colony  in 
southern  Africa  whose  1  million 
people  are  scattered  across  a  coun- 
try the  size  of  France.  Almost  40% 
of  its  land  is  set  aside  in  game 
reserves. 

The  cost  for  the  two-week  safari 
described  here  is  $5,700  per  shoot- 
er, $3,500  per  nonshooter,  exclud- 
ing shells  (expect  to  shoot  40  boxes 
at  $12  each)  and  airfare  to  Johan- 
nesburg. With  South  African  Air- 
ways' U.S.  landing  rights  now  sus- 
pended, most  travelers  prefer  to  go 
via  London  with  a  stopover  to  ad- 
just to  the  time  change. 
The   safari   season   runs  June 


through  September,  Botswana's 
winter  and  spring.  Be  prepared  for 
cold  mornings  (e.g.,  down  vest)  and 
warm  afternoons  (shorts).  Rain  is 
rare  and  insects  minimal,  but  bring 
face  cream,  lip  balm,  eye  drops  and 
sunglasses  for  dry,  dusty  condi- 
tions. A  pair  of  compact  binoculars 
and  a  35mm  camera  with  a  200mm 
telephoto  and  at  least  a  dozen  rolls 
of  film  are  musts. 

Shooters  should  bring  a  familiar 
12-  or  20-gauge  double-barreled 
shotgun.  For  complete  informa- 
tion, contact  Frontiers  Internation- 
al Travel,  P.O.  Box  161,  Wexford, 
Pa.  15090;  800-245-1950  (in  Penn- 
sylvania, 412-935-1577). 


the  heat  of  the  day  ] 
climbed  into  the  90s,  oi 
to  drop  rapidly  in  the  1 
afternoon.  Then  we  dm 
off  in  search  of  franca 
and  guinea  fowl- 
large  and  succuh 
ground  birds  with  a  ha 
of  scooting  into  the  und 
brush  and  then  flying 
just  out  of  range. 

After  a  dusty  day  in 
bush  we  welcomed 
showers  and  a  change  ir 
crisp  khakis,  hand-lai 
dered  daily  by  the  cai 
staff.  We  dined  in  t 
open  air  on  savory  sou] 
game  birds  or  beef,  sal 
and  cheeses,  accompani 
by  well-chosen  South  / 
rican  wines. 

That  was  the  regimen  for  eight  fi 
shooting  days  on  our  trip,  with  min 
variations  and  a  few  unexpected 
ventures.  After  our  airboat  bro| 
down  on  the  Botletle  River  after  dai 
four  of  us  had  to  trek  back  to  care 
wondering  about  roaming  lions. 

We  then  took  a  two-day  break  fro 
shooting  to  fish  in  the  Okavango 
gion,  a  river  delta  that  floods  into  ti 
desert,  creating  a  lush,  swampy  regit 
the  size  of  New  Jersey. 

We  stayed  at  Nxamaseri,  a  luxu 
fishing  camp,  and  made  morning  ai 
afternoon  forays  by  boat  down  tl 
deep,  papyrus-lined  channels.  Mil 
Love,  a  business  consultant  and  ke« 
angler  from  Chicago,  managed  to  lai 
a  tilapia  bream  with  a  fly  rod,  but  tl 
fierce  tiger  fish— freshwater's  answi 
to  barracuda — call  for  bigger  tackll 
Kitty  Caldwell  landed  the  first  an 
largest  tiger  fish  of  the  trip,  a  jail 
clacking  five-pounder. 

Our  last  camp  was  Machaba,  near  tl 
Moremi  Game  Reserve  and  Chobe  Ni 
tional  Park.  This  area  of  open  savai 
nah,  flat-topped  acacia  trees  and  nn 
pane  forests  is  home  to  giraffes,  baskiE 
hippos,  warthogs,  baboons,  a  half -do; 
en  antelope  species,  lions,  even  raritifi 
like  cheetah — some  even  visible  froi 
camp.  The  elephants  we  spotted  wei 
accorded  respect,  too.  In  the  side  of  on 
of  the  guide's  trucks  were  two  ragge 
tusk  holes  acquired  during  a  recen 
run-in  with  an  angry  pachyderm. 

The  final  evening  at  Machaba  w 
finished  off  the  last  of  the  Meerlus 
cabernet  sauvignon  by  the  campfir 
and  watched  the  tiny,  monkeyliki 
bush  babies  perform  silent  acrobatic 
in  the  trees  above.  "It's  the  onlj 
place  I've  ever  been,"  said  Joe  Daven 
port,  "where  I've  completely  loS 
track  of  time." 
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It 


ftl'T  ALREADY  CONVINCED  YOU 
CHOOSE  THE  SAAB  9000  OVER  A  BMW,  VOLVO  OR  MERCEDES, 
TRY  CONSULTING  ANOTHER  PART  OF  YOUR  ANATOMY 


Just  sitting  in  the  almost  infinitely  adjustable  driver's 
seat  of  the  Saab  9000  can  be  a  very  persuasive  argument.  ! 
For  thus  positioned,  you  can  take  the  time  to  famil-  j 
ize  yourself  with  the  car's  extraordinary  array  of  controls 
strumentation.  And  begin  to  get  a  feel  for  the  interior 


Car  &  Driver  described  as  "roomy  as  a  Pullman!' 

On  the  other  hand,  real  drivers  may  find  it  difficult 
to  endure  just  sitting  in  the  Saab  9000  for  long. But  that's 
only  because  they'd  be  much  more  comfort- 
able  driving  one.  M±arm  'vffiy. 


7  Saab  prices  range  from  $14,395  for  the  900  3-door  5Tsf 
lvertibles  are  available  for  $27, 115.  Manufacturer's  suggi 


The  most  intelligent  cars  ever  built.  .  %^^y 


6, 585  for  the  9000  Turbo  with  automatic  tr 
il  prices  do  not  include  taxes,  license,  freij 


litionally,  a  limited  r 


Citibank's  gold  bars  stored  in  the  Rank  of  Delaware's  vault 
Skirting  sales  taxes  and  insurance  costs. 


Catching  gold  fever?  Here  is  a  way  to  beat 
the  sales  taxes,  shave  the  markups  and 
avoid  a  lot  of  hassles. 

Buying  gold 
you  never  see 


By  Stanley  W.  Angrist 


Y'ou  don't  have  to  be  a  doom-and- 
gloomer  to  invest  in  gold.  It  makes 
a  lot  of  sense,  say  financial  advisers, 
to  put  at  least  5%  of  your  assets  in 
gold — just  in  case.  Now  there's  a  way 
to  invest  directly  in  the  yellow  metal 
without  ever  having  to  see  it,  insure 
it,  store  it  or  pay  sales  taxes  on  it — 
gold  storage  accounts.  You  put  up  the 
cash,  and  the  bank  or  broker  buys  and 
stores  the  gold  in  amounts  as  little  as 
$1,000  worth.  When  you  want  to  sell, 
simply  pick  up  the  phone.  No  dealers, 
no  hassle,  no  haggling. 

Gold  storage  accounts  have  been 
spiraling.  In  1981  gold  depositories 
held  about  500,000  ounces  for  indi- 
viduals. That  figure  is  now  around  5 
million  ounces.  About  40%  of  new 
investors  in  gold  now  buy  gold  they 
never  see.  One  big  reason:  The  same 
dollars  will  buy  more  ounces  of  gold 


in  storage  form  than  in  coins,  espe- 
cially in  states  with  high  sales  taxes. 

It's  a  snap  to  buy  and  sell  gold  in 
storage.  You  make  your  purchases  as 
though  you  were  buying  stock.  You 
won't  get  a  gilt-edged  receipt  but 
rather  a  monthly  report,  similar  to  a 
stock  broker's  statement.  Nearly  all 
dealers  also  will  allow  you  to  set  up 
a  monthly  accumulation  plan  so  that 
you  can  dollar  cost  average  your  pur- 
chases. Citibank  will  even  let  you 
charge  your  purchases  to  Visa  or 
MasterCard. 

The  metal  is  generally  stored  in  de- 
positories in  Delaware — hence  no 
sales  tax,  since  you  don't  take  deliv- 
ery. Your  purchase  is  usually  insured 
in  your  name,  so  you  don't  have  to 
worry  about  the  financial  health  of 
your  bank  or  broker,  either. 

Purchase  commissions  run  be- 
tween 1.5%  and  3%  (vs.  3%  to  4%  for 
coins),  while  the  cost  of  selling  is 


; 


around  1%.  Storage  charges  for  tw 
metal  are  figured  either  on  the  valu 
of  the  metal  (typically  0.5%  of  th 
value  of  your  holdings  each  year)  or 
a  per-ounce  basis  (60  cents  to  $1 
per  year). 

What  does  all  this  add  up  to?  Let' 
assume  gold  is  trading  at  $400  d 
ounce.  Suppose  you  have  $10,000  d 
invest  in  gold.  If  you  live  in  a  high 
sales-tax  state  like  New  York  and  bu 
coins,  say  Canadian  Maple  Leafs,  you 
money  will  get  you  22.2  ounces  fron 
a  coin  dealer  like  Stack's,  in  Manhatj 
tan.  If  you  live  in  a  state  that  doesnj 
tax  gold  coins,  your  $10,000  will  fete) 
24  ounces. 

If  you  buy  gold  through  a  storagl 
program,  on  the  other  hand,  it  doesnl 
matter  where  you  live — you'll  wini 
up  with  about  24.2  ounces,  includin] 
a  year's  storage  fees.  And  there  are  nj 
sales  taxes. 

When  it  comes  to  selling,  howevel 
things  get  trickier,  and  some  of  thj 
luster  of  gold  storage  fades.  Suppose 
gold  rises  to  $500  an  ounce  and  y 
want  to  sell.  The  New  Yorker  sell 
gold  coins  will  receive  a  2%  premi 
above  the  spot  price  when  he  sells, 
$510  per  ounce.  That's  because  gi 
coins,  even  coins  of  no  interest 
collectors,  carry  a  premium  above 
spot  price  of  gold  itself.  So  he  net! 
$11,322.  For  the  seller  of  stored  gold 
however,  the  price  is  1%  below  thj 
spot  price.  So  the  sale  of  24.2  ouncej 
of  gold  in  storage  would  net  $11,979 
based  on  a  spot  price  of  $500  pej 
ounce — and  after  deducting  the  1^ 
commission  Citibank  charges.  Tbi 
coin  buyer  from  a  state  with  no  salej 
taxes  winds  up  best  of  all — his  2j 
ounces  will  fetch  him  $12,240. 

Still,  for  investors  who  must  paj 
sales  taxes  and  for  those  who  donl 
want  the  bother  and  expense  of  stoij 
ing  and  insuring  coins,  storage  pro( 
grams  make  a  lot  of  sense. 

If  you're  bullish  enough  on  gold  tt 
want  to  leverage  a  purchase,  you  caj 
do  so  through  the  Montreal  Stock  Ex 
change,  which  trades  gold,  silver  anj 
platinum  certificates  in  U.S.  (not  Ca 
nadian)  dollars,  just  like  stocks.  Til 
gold  certs  trade  in  minimum  sizes  of 
ounces  and  can  be  traded  by  Ameri 
cans  through  a  broker  who  has  a  coil 
responding  relationship  with  a  Canaj 
dian  broker.  That  would  include  ma 
jor  wire  houses  and  even  a  fe« 
discounters.  Like  stocks,  MSE  certi 
can  also  be  traded  on  margin. 

Here  are  some  major  institution! 
that  have  gold  storage  programs:  Citj 
bank,  Deak  International,  Merril 
Lynch,  PaineWebber,  Republic  Naj 
tional  (N.Y.)  and  Shearson  Lehman. 
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idelity  re  invents  the  stock  market. 


Htor  Investing:  An 
ifovative  investment 
>ortunity. 

mity  is  "re-inventing"  the  stock 
fleet  by  offering  a  different  kind  of 
[  iange  consisting  of  35  industry 
or  portfolios.  And  some  aggres- 
h  investors  are  discovering  industry 
tor  investing  may  be  a  way  to  out- 
:  }rm  the  stock  market  averages. 
;  i  Because,  regardless  of  which  way 
ii  narket  is  headed,  some  sectors  of 
i  economy  will  outperform  stock 
ueet  averages. 

i  senting... 

i  elity  Select  Portfolios? 

I  stock  market  "re-invention" 
I  :entrates  investments  in  specific 
Istry  sector  portfolios — each 

prised  of  a  group  of  stocks  within 
Eticular  industry  and  managed  by 
lity's  industry  experts. 
By  concentrating  on  industry 
,ors,  Fidelity  Select  Portfolios  may 
I  investors  a  more  convenient 
to  target  investments.  Fidelity 
ct  Portfolios  is  designed  for 
i  essive  investors  who  actively 
»w  the  market,  but  who  may  not 
c  the  time  to  research  and  choose 
1  a  multitude  of  individual  stocks. 


Fidelity  Select  Portfolios® 

Air  Transportation 

Housing 

American  Gold 

Industrial  Materials 

Automation  and 

Leisure 

Machinery 

Life  Insurance 

Automotive 

Money  Market 

Biotechnology 

Paper  and  Forest 

Broadcast  and  Media 

Products 

Brokerage  and  Invest- 

Precious Metals 

ment  Management 

and  Minerals 

Capital  Goods 

Property  and 

Chemicals 

Casualty  Insurance 

Computers 

Regional  Banks 

Defense  and  Aerospace 

Restaurant  Industry 

Electric  Utilities 

Retailing 

Electronics 

Savings  and  Loan 

Energy 

Software  and 

Energy  Service 

Computer  Services 

Financial  Services 

Technology 

Food  and  Agriculture 

Telecommunications 

Health  Care 

Transportation 

Health  Care  Delivery 

Utilities 

More  details  with  FREE 
Information  Kit. 

Request  a  Free  Information  Kit  with 
more  complete  details  on  the  special 
risks  and  potential  rewards  of  sector 
investing  and  Fidelity  Select  Portfolios. 
You  can  start  with  just  $1,000;  $500  for 
IRA's.  Simply  use  the  coupon  or  call 
toll-free  1-800-544-6666  (in  Massa- 
chusetts, call  collect  617-523-1919). 
Remember:  Since  Fidelity  Select 
Portfolios  are  non-diversified  and 
focus  on  specific  industries,  they  are 
targeted  to  investors  willing  to  accept 
greater  share  price  volatility.  /^eT/V 


Send  for  your  FREE  "Six  Steps  to  Fidelity  Sector  Investing' 
Information  Kit. 

H  YES  P'ease  send  me  my  Ffee  "Six  Steps  to  Fidelity  Sector  Investing"  Informa- 

  tion  Kit,  including  a  free  Prospectus  with  more  complete  information 

including  management  fees,  expenses,  the  2%  sales  charge  and  1%  redemption  fee. 
I  will  read  it  carefully  before  I  invest  or  send  money.  Fidelity  Distributors  Cor- 
poration, (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX  75266. 


Name . 


Address . 


City. 


.  State . 


.  Zip . 


□  Free  IRA  Fact  Kit  (SELI)    □  Free  Keogh  Fact  Kit  (SELK) 

fidelity       Call  1-800-544-6666 

Investments    (in  Massachusetts,  call  collect  617-523-1919) 

FORB/ SEL  (04  208  7 _ 


Careers 


Brainstorms  arent  reserved  for  the  young. 
But  whenever  such  lightning  strikes,  it  still 
has  to  be  put  in  a  bottle— fast. 


In  the  beginning 
was  the  word 


aybe  Max  Morris  should 
have  seen  the  light  himself, 
but  say  this  for  him.  Once 
the  big  idea  was  pointed  out,  he  wast- 
ed little  time. 

At  age  57,  while  traveling  to  Vic- 
toria, Tex.  in  late  1985  to  deliver  one 
of  his  inspirational  talks  to  a  church 


congregation,  his  eyes  began  to  fail 
him.  Tests  showed  that  he  had  poste- 
rior cataracts.  His  vision  soon  became 
so  bad  that  he  could  not  drive  or  work. 
Cooped  up  in  his  home  in  Winde- 
mere,  Fla.,  Morris,  a  devout  Southern 
Baptist,  found  that  he  couldn't  even 
read  his  Bible.  That  was  more  than  he 


could  handle,  even  as  he  prayed  fo 
miracle  to  restore  his  sight,  so 
started  fooling  around  with  ways 
make  it  possible  for  him  to  read  son 
thing,  using  oversize  type  on  boai 
and  certain  editing  devices. 

His  loss  of  vision  lasted  only  abc 
four  months — thanks  to  a  surgica! 
implanted  lens  in  one  eye,  not 
miracle  he  had  prayed  for.  His  sight] 
that  eye  is  now  almost  as  good  as 
has  ever  been,  but  his  life  will  nev 
be  the  same.  For,  as  with  many  ano^ 
er  entrepreneur  who  finds  him* 
sidelined  or  bedridden  for  a  time, 
Max  Morris  an  idea  took  root,  o 
that  he  simply  had  to  pursue.  Despi 
the  dictates  of  common  sense,  Mori 
decided  to  continue  experiment^ 
with  more  efficent  ways  to  read. 

The  result  is  Kwikscan,  a  radical 
different  way  of  putting  words  on  n 
per.  It  allows  readers  to  digest  mq 
information,  more  quickly,  than  wi 
conventional  printing  (see  example^ 
right).  Column  widths  are  narrow^ 
key  words  are  set  boldface  in  slight) 
larger  type  and,  to  direct  eye  mov) 
ment,  there  are  small  boldfa 
squares  to  signal  each  line  that  ca 
tains  key  words. 

Another  element  of  the  Kwiksc 
reading  system — and  this  is  what  sej 


Max  Morris  with  his  new  Kwikscan  New  Testament,  in  Windemere.  Fla 
The  Good.  Book — easier,  faster. 
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even  further  apart 
im,  say,  highlight- 
passages  with  a 
felt-tip   pen — is 
:  at     the  boldface 
r  )rds  form  their  own 
:ntences,    so  they 
ud  logically  all  by 
nemselves. 
Morris    knew,  of 
turse,  that  few  im- 
Dvements  have 
en  made  on  how 
>rds  are  set  on  the 
inted    page  since 
itenberg's  day.  And 
:hough  Kwikscan 
peared  to  have  cer- 
m  applications — for 
ose    with  failing 
dit,  dyslexics  and 
lers — Morris  knew 
;>was  hardly  going  to 
iinsform  printing, 
t  he  was  convinced 
was  onto  some- 
ng.   Educators  at 
i     University  of 
antral  Florida  who 
;sted  Kwikscan  on 
liege  and  junior  col- 
jt   students  were 
thusiastic  about  its 
tential    in  every- 
ing  from  training 
anuals     to  text- 
oks. 

But  Morris  had  run 

ore  than  one  busi- 

ss  in  his  day,  in- 

uding  consulting 

ms   to  electronic 

inistries.  He  lost  no 

ne  in  winning  a 

tent  (Number 

643,450)  in  1986.  It  is  a  mechanical, 
|ther  than  a  design,  patent,  which 
fords  Kwikscan  far  more  protection 
lainst  cloning  by  others, 
c Morris  then  faced  a  choice:  He 
buld  either  try  to  license  the  system 
I  other  publishers  and  share  in  the 
'ilyalties,  or  he  could  go  it  alone.  No 
{ranger  to  publishing,  having  written 
:iven  books,  he  knew  that  book  pro- 
action  and  distribution  could  be 
irmed  out.  So  he  decided  to  go  it 
»ne  and  formed  Micro-Books,  Inc.  to 
;ke  advantage  of  his  new  process. 
I  But  what  to  publish?  "I  knew  how 
jtuch  of  a  problem  reading  is  for 
i  any  people  today — and  how  few  ac- 
ftally  read  books — yet  some  publica- 
;ons  have  vast  audiences,"  he  recalls. 
I'e  researched  the  National  Enquirer, 
'  all  things,  to  see  why  it  is  so  suc- 
:ssful.  (With  4.5  million  circulation, 

is  the  largest  weekly  in  America.) 

"Its  main  success  relies  on  'how-to' 


EPHESIANS 


CHAPTER  1 

1  Paul,  an  apostle  of  Jesus  Christ 
by  the  will  ol  God. 

to  the  saints 

which  are 

at  Ephesus,  and  to  the 
faithful  In  Christ  Jesus: 

2  Grace  be  to  >£u.  and  peace,  trom 
God  our 
Jesus  C, 

3  Ble: 
and  Fathe? 
Of  our 

JeSUS  Christ 

whp  hath 
spiritual  bless< 
heavenly . 

4  According  as  he  W 
chosen  us  In  him  befori 
foundation  of  the  world, 

that  we  should  be  holy  and  without 
blame  before  him  m  love 

5  Having  predestinated  us 
unto  the  adoption  of 
children  by  Jesus  Christ 

to  himself,  according  to  the  good 
pleasure  of  his  will. 

6  To  the  praise  of  the  glory  of  his 
grace,  wherein  he  hath  made  us 
accepted  in  the  beloved 

7  In  whom  we  have 
redemption  through  his 
blood,  the  forgiveness  of 
sins,  according  to 

the  nches  ot 

his  grace; 

8  Wherein  he  hath 
abounded  toward  us  in  all 

wisdom  and  prudence. 

9  Having  made  known  unto 
us  the  mystery  of  his  will, 

according  to  his  good  pleasure  which 
he  hath  purposed  in  himsetf: 

10.  That  In  the  dispensation  of 

the  fulness  of  times  he 
might  gather  together  m  one 
all  things  in  Christ,  both 

which  are 

In  heaven,  and  which  are  on 

earth;  even  in  him: 

11.  In  whom  also 

we  have  obtained 

an  Inheritance,  being 


Reaempooo.  tooweness,  grace 

predestinated 


according  to  the  purpose 
of  him  who  worketh  all 

things  after  the  counsel 

of  his  own  will: 

12  That  we  should  be  to  the 
praise  of  his  glory,  who 
first  trusted  in  Christ. 

13  In  whom  ye  also  trusted  alter 
the  word  of  truth,  the 

whom  als 


of  promi 
14  Which  is  the  earnest  of 
our  inheritance  until  the 
redemption  of  the 
purchased  possession, 

unto  the  praise  of  his  glory 

Wherefore  I  also,  after  I  heard 
our  faith  in  the  Lord  Jesus,  and 
i  unto  all  the  saints. 

Cease  not  to  give  thanks 
mention  of 


tf1 


jf  our  Lord 

f  glory. 


Jesus 

may 

you  the  spiri 
wisdom  an 
the  knowledi 

1 8  The  eyes  of  you 
being  enlightened; 

that  ye  may  know 
the  hope  of  his  callin 

what  the  nches  of 

the  glory  of  his 
inheritance  in  the  saints, 

19  And  Whal  fe  the  exceeding 

greatness  of  his  power  to 
us-ward  who  believe, 

according  tO  the  working  of 
his  mighty 

power, 

20  Which  he  wrought 

in  Christ,  when  he  raised 

him  from  the  dead, 

and  set  him  at  his  own 

right  hand  in  the  heavenly  places. 

21  Far  above  all 
principality,  and  power,  and 

might,  and  dominion,  and  every  name 
that  is  named,  nol  only  in  this  world, 


An  excerpt  from  the  Kwikscan  New  Testament 
A  new  way  to  read  the  Scriptures. 


articles,"  says  Morris.  "How  to  lose 
weight,  hold  on  to  your  spouse,  and  so 
on.  So  we  decided  to  publish  a  series 
of  'how-to'  titles  in  Kwikscan  that 
would  sell  for  less  than  $2,  and  sell 
them  in  supermarkets  and  other 
mass-market  outlets." 

He  took  Micro-Books  public  by 
buying  the  shell  of  an  old  company, 
Checker  Taxi,  long  since  defunct.  The 
subsequent  public  offering  raised 
$300,000,  and  the  stock  began  trading 
over-the-counter  at  $1  a  share  in  No- 
vember 1986.  (It's  now  at  $4.50  per 
share,  and  Morris  controls  6  million 
of  the  9  million  shares.) 

But  it  wasn't  until  he  began  plan- 
ning an  ad  campaign  for  his  "how-to" 
titles  that  Morris  heard  a  better  idea. 
His  first  title — it  was  suggested  to 
him  by  an  ad  agency — ought  to  be  the 
same  book  Gutenberg  first  printed — 
the  Bible.  He  is  more  than  a  little 
embarrassed  that  he  had  not  thought 


of  it  himself.  The  Bi- 
ble is,  of  course,  the 
bestselling  tide  of  all 
time,  and  it's  unpro- 
tected by  copyright. 
And  as  a  doctor  of  di- 
vinity, who  had  been 
on  the  boards  of  or 
served  as  a  consultant 
to  such  ministries  as 
Jerry  Falwell's  Old 
Time  Gospel  Hour,  Rex 
Humbard's  Cathedral 
of  Tomoirow  and  Ray 
Hoekstra's  Interna- 
tional Prison  Ministries, 
his  whole  life  had 
centered  on  the  Bible. 

Morris  hired  Bible 
scholars  to  highlight 
the  text  in  Kwikscan, 
using  computer  ter- 
minals. To  make  the 
editing  process  easier, 
Morris  had  a  software 
program  devised  to  be 
compatible  with  the 
original  text  already 
available  on  comput- 
er disk.  He  was  thus 
able  to  produce  cam- 
era-ready proofs  for 
the  printer,  giant 
Kingsport  Press,  in 
the  den  of  his  home. 

The  New  Testa- 
ment in  Kwikscan  is 
now  starting  to  ap- 
pear in  some  30,000 
retail  outlets  in  time 
for  Easter,  priced  at 
$7.95.  It  is  being  sold 
by  major  U.S.  pub- 
lishers of  the  Bible, 
Riverside  World,  Inc. 
and  Spring  Arbor  Inc.,  as  well  as  Zon- 
dervan  Books.  Waldenbooks  is  also 
planning  to  distribute  copies  in  select 
outlets.  In  all,  Morris  has  orders  for 
600,000  copies  and  hopes  to  print  as 
many  as  7.5  million  by  year-end.  A 
Kwikscan  edition  of  the  Old  Testa- 
ment is  next,  possibly  by  year-end, 
also.  His  wife  and  two  teenage  chil- 
dren are  helping  him. 

Then,  at  last,  will  come  his  "how- 
to"  titles,  all  designed  to  be  read  in 
nine  minutes  or  less.  His  favorite,  al- 
ready written  and  based  on  the  theme 
of  many  of  his  lectures,  is  The  Lament 
of  a  Lost  Opportunity  a  homily  for  suc- 
cess embracing  three  principles: 
movement  (the  greater  the  opportuni- 
ty, the  faster  the  need  to  act);  need 
(such  as  filling  an  information  void); 
and  improvement  (such  as  quicker, 
more  comprehensive  reading). 

Morris  obviously  practices  what  he 
preaches. — W.G.F. 
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This  invention  is  helping  us 


It's  called  a  "Smart  Block? 
And  it's  the  brainchild  of  Steve 
Weinert,  an  employee  of  our 
Southwestern  Bell  Telephone 
subsidiary. 

What's  so  smart  about  it? 
Simply  put,  it  lets  us  spot 
whether  a  problem  is  in  our 
data  lines  or  a  customer's  equip- 
ment. Electronically.  From  our 
own  test  centers. 

Before  Smart  Block,  our 
technicians  had  to  rely  on  a 
most  ancient  invention — 
the  wheel. 

Every  time  a  problem  was 
reported,  someone  had  to  hop 
into  a  truck  and  head  out  to 
the  customer's  premises.  Then 
check  each  data  circuit.  One 
by  one. 

The  time  saved  increases 
the  efficiency  of  our  techni- 
cians and  lowers  operating 
costs.  Of  course,  our  customers 
are  delighted  too.  The  speedier 
diagnosis  also  helps  their 
bottom  line. 

And  Steve's  invention  is  just 
beginning  to  gain  momentum. 
We've  licensed  the  invention  to 
an  independent  company  who 
manufactures  and  markets  Smart 
Blocks.  Now  other  phone  com- 
panies across  the  country  are 
sending  in  their  orders. 

Which  is  great.  Because  it 
means  royalties  rolling  in  for  us. 

Making  the  most  of  what  we 
know  best. 


Southwestern  Bell 
t   ,    .  •  Corporation 

ice  this  invention. 


Faces 

Behind  the  Figures 


Edited  by  Lisa  Gubernick 


Chrysler's  conundrum 


Eric  Smiih/Gamma-LiaiM>n 


Chrysler  Corp.  Chairman  Gerald  Greemvald 
Can  his  pet  project  be  saved? 


Chrysler  Corp.  Chairman  Gerald 
Greenwald  is  properly  proud  of 
his  Omni/Horizon  America.  Based  on 
last  year's  sales  rates,  Greenwald 
could  probably  break  even,  selling 
over  200,000  of  the  $5,799  cars  this 
year,  as  well  as  cover  a  good  bit  of 
Chrysler's  operating  overhead.  He 
looked  to  be  well  on  his  way  to  dis- 
proving conventional  wisdom,  which 
holds  that  you  couldn't  successfully 
make  a  subcompact  in  America. 

Now,  unfortunately,  it  seems  that 
while  Americans  do  crave  Omnis, 
Greenwald  has  no  place  to  build  the 
cars,  his  pet  project  since  they  came 
off  the  drawing  board  in  1978.  Chrys- 
ler has  already  committed  the  plant 
where  they  are  currently  being  manu- 
factured, in  Rockford,  111.,  to  the  pro- 
duction of  new  luxury  cars.  Explains 
Greenwald,  "We  thought  we  might  be 
successful  with  this  car,  but  we  never 
thought  we  would  be  this  successful." 

One  choice  for  a  new  Omni/Hori- 
zon America  site  would  be  the  AMC 
plant  in  Kenosha,  Wis.,  where  AMC 
manufactures  its  Alliance  and  Chrys- 
ler produces  100,000  M  bodies  for  its 
Fifth  Avenue  sedan.  Chrysler  will  get 
that  plant  as  part  of  its  anticipated 
acquisition  of  AMC.  But  Kenosha 
doesn't  have  capacity  to  handle  all 
three  models.  If  Greenwald  wants  to 


build  his  200,000  Omni/Horizons 
there,  he  will  have  to  expand  or  find 
someplace  else  to  build  the  Alliance. 

Time  is  running  out.  Greenwald 
concedes  Chrysler  may  be  forced  to 
cease  production  of  the  car.  "Just  the 
thought  is  awful,"  he  says,  "but  we  do 
have  to  make  economic  sense  out  of 
it."  And  soon. — Stuart  Flack 


Forward's  march 

The  customers  that  Texas  Indij 
tries'  Chaparral  Steel  subsidia 
call  on  are  prime  targets  for  foreij 
steelmakers.  Now  Chaparral's  cu 
tomers  buy  one  ton  of  foreign  steel  f 
every  four  tons  they  buy  in  the  U. 
That  means  hard  going  for  Chapa 
ral's  reinforcing  bars  and  beams  fl 
construction.  No  minor  matter  foij 
minimill  like  Chaparral,  which  a 
counted  for  46%  of  Texas  Industrid 
$648  million  sales  and  40%  of  its  n 
profits  of  $22.1  million  in  fiscal  198 
ended  last  May  31. 

But  while  others  in  the  steel  indu 
try  clamor  for  quotas  to  ease  tl 
squeeze,  Chaparral's  chief  executiv 
Gordon  Forward,  50,  opposes  ther 
"That's  not  the  answer,"  he  say 
"More  [export]  trade  is." 

Exports?  That's  right.  In  1986  tl 
Midlothian,  Tex.  company  began 
ship  steel  to  Canada,  and  Forwa] 
plans  to  export  to  Europe  in  la| 
spring.  Discussions  have  even  be« 
held  with  representatives  from  tra 
ing  companies  about  export  to  Japai 
For  now,  Chaparral's  export  volurr 
remains  small.  Last  year's  shipmeni 
to  Canada:  about  10,000  tons,  le| 
than  1%  of  total  production.  Stil 
that's  almost  one-quarter  of  the  tot 
U.S.  minimill  exports  to  Canada. 

How  does  Forward  do  it?  Favorabi 
exchange  rates  help.  But  Forward,  i 
engineer  with  degrees  from  the  Un 
versity  of  British  Columbia  and  MI" 
manages  one  of  the  most  efficiei 
minimills  in  the  country,  requirhi 
only  1.6  man-hours  per  ton  of  produ 


Chaparral  Steel's  Gordon  Foncard 
Quotas  are  not  the  answer. 
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Moldexl Metrics  Mark  Magidson 

"We  were  desperate  for  new  products." 


David  Stride  I  >n\\ 


Bq,  compared  with  the  industry  av- 
>  age  of  1.95.  "Free  enterprise  works," 
i  >rward  sums  up.  "Government  in- 
)  )lvement  in  our  industry  would  be  a 
i  saster." — Lisa  M.  Keefe 


i  rom  Platoon  to  Pan  Am 

)o  employee  morale  problems  at 
General  Motors  and  Pan  Am  re- 
|  mble  the  turmoil  in  the  U.S.  mili- 
ary in  Vietnam?  Yes,  says  sociologist 
{  cues  William  Gibson,  who  argues 
3 'at  the  military  learned  flawed  man- 
\  ement-labor  practices  from  U.S. 
|i  irporations.  "The  officer  corps  re- 
s' mbles  corporate  management  when 
t  treats  labor'  as  expendable,"  con- 
I  nds  the  author  of  a  remarkable  new 
iok,  The  Perfect  War;  Technowar  in 
\i?tnam  (Atlantic  Monthly  Press), 
i  "Business  will  never  be  successful 
l  a  military  model,"  says  Gibson,  35, 
)  professor  at  Southern  Methodist 
finiversity,  yet  the  corporation  be- 
j  me  the  role  model  for  the  U.S.  mili- 
jiry  in  Vietnam.  Two  top  Vietnam 
jiuanagers"  even  spent  time  at  the 
harvard  Business  School:  Defense 
[ifcretary  Robert  McNamara,  who 
hught  there,  and  General  William 
Westmoreland,  who  studied  there. 
sTn  Vietnam  the  quantitative  meth- 
Is  of  business  school  management 
reory  moved  beyond  mere  logistics 
ud  supply  and  onto  the  battlefield 
I  ;elf.  What  the  officers  lost,  says  Gib- 
Un,  was  a  tradition  of  loyalty  be- 
jyeen  officers  and  men.  "Too  much 
lit  American  business  has  treated  la- 
|?>r  as  a  cost  of  production,"  he  says, 
t  ich  attitudes,  he  argues,  were  grue- 
|lmely  magnified  in  Vietnam:  "The 


ciologist  James  William  Gibson 
iorale  is  a  real  phenomenon - 


soldiers'  morale  deteriorated  when 
they  became  convinced  that  they 
were  dying  to  amass  a  high  body 
count  so  their  lieutenant  colonel 
could  be  promoted."  The  result: 
troops  rebellious  to  the  point  of  even 
killing  ("fragging")  their  own  officers. 

Gibson  says  that  "disloyalty 
down,"  an  Army  phrase,  hurts  busi- 
nesses, too.  Disenchanted  workers 
fail  to  innovate,  or  they  may  even 
start  to  sabotage.  Consider  the  Pan 
Am  unions,  which  hired  an  invest- 
ment banker  to  sell  the  company. 
"Morale  is  a  real  phenomenon,"  he 
says.  "Institutions  that  ignore  it  pay  a 
price." — Robert  McGough 


His  cups  runneth  over 

W  n  the  unliberated  1950s,  when  a 
m\  good  many  women  dressed  as 
though  they  actually  liked  being 
thought  of  as  sex  objects,  Herbert  Ma- 
gidson's  Culver  City,  Calif.-based 
Moldex/Metric,  Inc.  did  a  nice  busi- 
ness manufactunng  molded  bra  cups 
for  customers  like  swimwearmaker 
Jantzen  and,  later,  for  foundation 
makers  like  International  Playtex. 
But  fashions — and  fortunes — change. 
When  Magidson 's  son  Mark,  then  26, 
took  over  Moldex  after  his  father  died 


in  1977,  big  busts  were  out  and,  for 
such  demand  as  there  was,  Playtex 
and  other  big  foundation-wear  cus- 
tomers were  making  cups  in-house. 
Privately  held  Moldex'  margins 
drooped  on  flat  sales  of  $6  million  a 
year.  Says  Magidson:  "We  were  des- 
perate for  new  products." 

The  solution:  Get  out  of  the  bra  cup 
business  and  into  the  manufacture  of 
disposable  face  masks  for  industrial 
workers.  The  first  mask  went  on  sale 
in  1983,  against  bracing  competition 
from  3M  Corp.,  which  dominates  the 
$75  million  mask  market.  Because  of 
their  design,  Moldex'  masks  cost 
more  to  make  than  3M's  (Moldex 
masks  retail  for  around  75  cents,  3M's 
for  about  65  cents).  So  Magidson 
pushed  two  qualities  Moldex  had 
stressed  with  its  previous  product — 
durability  and  comfort.  Unlike  3M's 
mask,  Moldex'  mask  has  a  plastic 
mesh  that  holds  the  mask's  shape — a 
cross  between  the  old  bra  cups  and  a 
jet  fighter  pilot  mask. 

In  four  years  Moldex  has  won  more 
than  10%  of  the  market.  That,  and  a 
related  safety  product — foam  ear- 
plugs— improved  sales  to  about  $25 
million.  And  the  bra  business?  Mol- 
dex now  makes  only  "less  obvious" 
cups  for  swimsuits. — Marc  Beauchamp 
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Is  this  your  < 
office  information 
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You're  looking  at  a  weak  link.  And  yet,  at 
most  companies  he's  an  integral  part  of  the 
communication  chain.  So,  when  your 
report  (the  one  that  ate  up  your  weekend)  is 
bundled  together  with  the  cafeteria  menu, 
don't  blame  him.  He's  only  doing  his  job. 
The  best  he  can. 

Fortunately,  we  at  Hewlett-Packard 
decided  we  could  do  better.  We  call  our 
solution  to  this  age-old  business  problem 
the  Personal  Productivity  Center  (PPC). 

The  PPC  is  a  computer  system 
designed  so  that  everyone  m  your  company 
can  communicate  and  share  information. 
It's  as  friendly  and  practical  as  the  familiar 
face  you  see  here— but  it's  a  lot  faster,  more 
efficient  and  more  versatile.  At  the  touch 
of  a  key  you  can  send  or  receive  every- 
thing from  messages  and  documents  to 
spreadsheets,  data  reports,  and  graphics. 
So  everyone  can  make  more  informed 
decisions,  sooner. 

And,  unlike  most  other  systems,  our 
solution  enables  all  PC  users  to  share  infor- 
mation on  the  system,  and  also  process  this 
information  on  their  PCs  independent  of 
the  system.  Whenever  they  want.  They 
don't  have  to  leave  the  PC  environment 
they  know  and  understand,  even  if  they 
work  on  the  road  or  at  home  with  our  porta- 
ble computers. 

The  Personal  Productivity  Center.  It's 
advanced.  It's  intelligent.  It  can  even  work 
with  your  existing  system,  including  IBM. 
And  it  comes  from  the  company  with  an 
unsurpassed  record  of  service  and  support; 
the  company  that  never  stops  asking 
"What  if . . ."  about  how  best  to  satisfy  your 
office  information  needs. 

For  more  information,  call  1  800 
367-4772,  Dept.  687X. 

HP's  Personal  Productivity  Center  is  an  office 
information  system  which  integrates  HP  and  IBM 
PCs  with  the  range  of  fully  compatible  HP  3000 
minicomputers  The  PPC  works  with  HP's  data  pro- 
cessing systems  to  provide  a  wide  range  of  business 
computing  solutions  for  work  groups  and  depart- 
ments and,  with  networking,  entire  corporations 
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Transportation. 

Wherever  it  goes,  we'll  be  a  part  of  it. 
Because  the  future  belongs  to  those 
who  stay  a  step  ahead-to  Eaton. 


Growing  into  the  future. 

Automotive  •  Electronics 
Defense  •  Capital  Goods 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 
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jocks  and  inflation.  With  a  gain  of  3.4%  in  the  last  two 
leeks,  the  Dow  industrials  are  trading  at  19.4  times  latest 
i.-months'  earnings.  That  is  expensive  by  historical  stan- 
:rds,  if  you  accept  the  theory  of  an  inverse  relationship 
i  tween  P/E  ratios  and  inflation  rates.  As  we  noted  here 
Irlier  (June  20,  1983),  the  sum  of  the  Dow  P/E  and  the 
•flation  rate  has,  over  the  past  several  decades,  fluctuated 
;ound  20.  If  this  rule  of  thumb  is  still  valid,  current  stock 
dees  are  reasonable  only  if  inflation  stays  below  0.6%  a 


year.  It  could,  but  the  market  doubts  that  it  will.  CPI 
futures  traded  on  the  Coffee,  Sugar  &.  Cocoa  Exchange  are 
pegged  for  a  6.6%  rate. 

The  P/E-plus-inflation  number  peaked  in  1961.  Infla- 
tion that  year  was  1%,  and  the  average  P/E  for  the  year 
was  21.7.  The  Dow  P/E  hasn't  broken  21  since  (excluding 
some  aberrations  when  huge  writeoffs  depressed  the  com- 
bined Dow  earnings  figure).  Instead,  the  market  P/E  went 
on  a  downward  trend  for  13  years. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

n  last  4  weeks 

3.7 

3.6 

5.0 

3.9 

5.1 

2.8 

n  last  52  weeks 

21.2 

17.6 

28.2 

22.3 

25.3 

17.0 

Stock  performance  based  on  six  key  investor  yardsticks 

'ercent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

n  last  4  weeks 

2.8 

6.8 

9.2 

4.9 

4.2 

3.7 

2.1 

9.6 

8.2 

3.2 

3.4 

7.2 

m  last  52  weeks 

22.9 

45.4 

62.6 

28.4 

22.5 

19.5 

14.3 

47.3 

62.5 

22.3 

24.6 

29.1 

llshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales.  3A 
ck's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable  4  A  quantitative  evaluation  of  a  stock's 
iwth  image,  determined  by  Wilshire  Associates. 

3te:  All  data  for  periods  ending  3/27/87.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


A  crude  awakening.  Energy  was  the  hottest  sector  in 
March,  up  13.9%,  compared  with  3.7%  for  the  Wilshire 
index.  Standard  Oil  climbed  16%  in  response  to  a  hand- 
some $70-per-share  tender  offer  from  British  Petroleum 
for  the  45%  of  Standard  that  BP  doesn't  own.  (John  Herold 
&  Co.  estimates  Standard's  breakup  value  at  under  $50.) 
Amerada  Hess,  up  13%,  is  also  considered  a  restructuring 


or  takeover  candidate. 

While  the  overall  market  gained  21.2%  during  the  1 
52  weeks,  the  finance  sector,  hurt  primarily  by  troublei 
thrifts,  managed  a  paltry  2.5%  gain.  Contrarians  wit 
some  patience  may  find  some  turnarounds  here.  Thj 
sector  is  trading  at  ten  times  the  earnings  analysts  expec 
for  it  this  year. 


I 


Percent  change  in  last  52  weeks  O-O-  Percent  change  in  last  two  weeks 
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What  The  Analysts  Think 


Have  we  been  here  before?  The  most  expensive  group, 
energy,  is  selling  at  18.2  times  estimated  1987  earnings.  In 
the  last  two  weeks  analysts  raised  their  sights  even  high- 


er, and  oil  stocks  are  again  attracting  interest  as  takeover 
plays.  But  those  who  have  been  waiting  for  an  energyi 
turnaround  since  1982  may  have  a  feeling  of  deja  vu. 


Forecasting  the  Forbes  500 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1987 
EPS  P/E 

%  change  in  1987  estimate 
in  2  weeks     in  4  weeks 

Average 
earnings  per 
share  P/E 

1 

Energy 

$2.41 

18.2 

0.22% 

3.30% 

Performance 

2 

Capital  goods 

2.48 

17.7 

0.20 

-0.74 

period 

3 

Consumer  nondurables 

2.40 

17.7 

-0.01 

-0.36 

4 

Raw  materials 

2.34 

17.1 

-0.08 

0.10 

latest  12  months 

$2.58  19.3 

5 

Consumer  durables 

3.50 

13.4 

-0.40 

0.19 

1987  estimates 

3.54  14.1 

6 

Utilities 

2.89 

10.3 

-0.64 

-1.12 

1988  estimates 

4.25  12.1 

7 

Finance 

3.61 

10.0 

-0.64 

-0.84 

8  Transportation 

2.46 

14.2 

-0.74 

-1.01 

9 

Technology 

2.69 

16.7 

-0.89 

-1.14 

Earnings  protections  arc 
Estimate  System  (IBES), 

capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and 
a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm. 

updated  continuously  by  the  Institutional  Brokers 

Note:  All  data  for  periods  ending  3/27/87.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.,  IBES,  a  service  of  Lynch,  Jones  &  Ryan,  New  York 
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L    E    X  I 


INDUCING 
1 800  SERVICE 

e  more  reason 
)\  flexibility  is  better 
your  business. 

he  new  MCI  800  Service  is 
i  more  than  just  an  alternative 
F&T's.  It's  a  revolution  in  service 
.  ( mtrol-providing  unmatched 
bility  and  unsurpassed  quality. 
800  service  gives  you  distance 
i  ;itive  pricing  and  call  detail— 
v'mg  you  to  better  manage  your 
ness  and  your  bottom  line, 
flexibility  is  the  essence  of  our 
oach.  We  become  your  com - 
ications  partner-providing 
vative  solutions  that  meet  the 
:ific  demands  of  your  business, 
estically  and  internationally. 
[That  kind  of  commitment 
jiires  substantial  resources, 
re  invested  more  than  $5  billion 
[iild  the  most  modern  voice  and 
network  in  the  world.  Thus, 
an  offer  your  business  the 
■est,  cleanest  connections,  with 
ings  you've  come  to  expect 
[CI. 

or  your  business  to  grow,  you 
1  a  communications  leader 
offers  continued  innovation  and 
rpassed  reliability.  MCI. 

>r  more  information, 
ill  1-800-888-0800. 

1 

COMMUNICATIONS 
RTHE  NEXT  100  YEARS. 

the  MCI  logo  are  registered  service  marks  of  MCI  Commu 
>n  (MCIC).  sm  MCI  800  Service  and  COMMUNICATIONS 
T 100  YKARS  are  service  marks  of  MCIC.  ©  MCIC:  Decern 


Statistical  Spotlight 


and  data  vendor.  "But  in  some  of  I 
other  countries  you're  lucky  to  geol 
annual  report." 

Not   surprising,   considering  i 
dearth  of  SEC-like  accounting  st 
dards  and  the  currency  and  langu 
problems.  But  new  vendors  are  nu 
ing  into  the  field.  The  Internatiq 
Institutional  Brokers  Estimate  9 
tern,  a  branch  of  the  well-knol 
source  of  analysts'  earnings  forecal 
for  U.S.  companies,  has  a  spankl 
new  database  of  foreign  compa 
forecasts.   Within  the  past  moi 
Wright  Investors'  Service  released 
compact  disks  a  new  collection  of  h 
toncal  data  that  includes  2,000  f 
eign  companies.  Telekurs,  a  data  v< 
dor  owned  by  a  consortium  of  Sw 
banks,  plans  to  open  its  first  U.S. 
fice  this  spring.  Telekurs  saysi 
tracks  130,000  stocks  and  bonds 
more  than  100  markets,  from  Carad 
to  Kenya. 

We  show  below  IBES  earnings  p] 
jections  for  a  sampling  of  lessi 
known  foreign  companies.  It  tali 
some  courage  to  venture  into  tbi 
poorly  charted  waters  now,  but  son 
day  the  cosmopolitan  view  may 
taken  for  granted.  ■ 


Off  off  Wall  Street 

Analysts  tracked  by  the  Institutional  Brokers  Estimate  known  foreign  companies.  But  foreign  forecasts  have  tc 
System  expect  big  earnings  gains  for  these  lesser-  be  considered  even  less  certain  than  domestic  ones. 

 Earnings  per  share  

Recent  1987  %  P/E 


Company/business 

Country 

price* 

1986* 

estimate* 

change 

on  estimat 

Amstrad  Consumer  Electric/electronics 

UK 

$3.11 

$0.15 

$0.27 

76% 

11.5 

Barratt  Development/real  estate  development 

UK 

3.08 

0.16 

0.25 

59 

12.1 

Britoil/oil  &  gas 

UK 

3.80 

0.1 7E 

0.26 

56 

14.4 

Emperor  Mines/gold  mining 

Australia 

2.68 

0.08 

0.33 

NM 

8.2 

JH  Fenner/electrical  equip 

UK 

2.82 

0.15 

0.24 

67 

11.5 

Forbo/building  materials 

Switzerland 

2,427.21 

83.44E 

111.42 

34 

21.8  ! 

Geveke  Electronics/electronics 

Netherlands 

66.49 

2.46E 

3.25 

32 

20.4 

Guyenne  Gascogne/grocery  stores 

France 

154.09 

6.46E 

8.61 

33 

17.9 

Hang  Lung  Development/real  estate 

Hong  Kong 

1.50 

0.07 

0.14 

90 

10.8 

Jardine  Matheson/multicompany 

Hong  Kong 

3.21 

0.1 3E 

0.18 

35 

18. lj 

Kuala  Lumpur  Kepong/rubber  &.  plastics 

Malaysia 

0.30 

0.01 

0.12 

NM 

2.5 

London  &  North  Group/multicompany 

UK 

1.38 

0.07E 

0.11 

65 

12.5 

MAHO/machine  tools 

Germany 

218.34 

9.60E 

13.17 

37 

16.6 

Nedlloyd/shipping 

Netherlands 

84.20 

9.71 

13.29 

37 

6.3 

Pancontinental  Mining/minerals 

Australia 

2.36 

0.12 

0.18 

55 

12.9  *| 

Preussag  Group/multicompany 

Germany 

80.64 

3.09E 

4.39 

42 

18.4 

Prouvost/apparel 

France 

53.40 

2.82E 

3.76 

33 

14.2 

Stone  Intl/transportation  equip 

UK 

2.25 

0.05E 

0.22 

NM 

10.4 

Synthelabo/bioinedical  research 

France 

80.92 

2.79E 

4.52 

62 

17.9 

Whim  Creek/gold  mining  &  explor 

Australia 

2.67 

0.22E 

0.37 

71 

7.2 

"All  amounts  converted  to  U.S.  currency  at  recent  exchange  rates.    E:  Estimate.    NM:  Not  meaningful 

Sources  International  Institutional  Brokers  listimate  System  (Hi 
a  service  of  Lynch,  Jones  &  Ryan;  Fc 


Investors  are  eager  to  buy  overseas,  but 
data  on  securities  are  sometimes  elusive. 
Some  new  services  are  filling  the  gaps. 


Venturing  abroad 


U.S.  investors  shopping  for  foreign 
equities  soon  learn  how  coddled  they 
have  been  by  their  SEC  reports,  Value 
Line  subscriptions  and  quarterly  data. 
Overseas  investing  is  a  different 
world  altogether. 


"Commonwealth  countries — U.K., 
Hong  Kong  and  Australia — and  Japan 
are  pretty  good  on  interim  reports," 
says  Peter  Donovan,  an  executive  vice 
president  at  Wright  Investors'  Service, 
a  Bridgeport,  Conn,  money  manager 
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You'll  find  us  right  in  the  heart  of  America  the  beautiful 
nestled  in  the  rolling  hills  of  magnificent  Missouri 


Forbes  Magazine,  through  its  af- 
filiate, Sangre  de  Cristo  Ranches, 
Inc.,  presents  Forbes  Lake  of 
the  Ozarks.  Over  12,000  acres  of 
playland  that  stretches  along  the 
fabulous  Lake  of  the  Ozarks. 

The  90-mile-long  lake  boasts 
over  1,200  miles  of  shoreline,  chock- 
full  of  fish,  fun  and  a  once-in-a- 
lifetime  recreational  opportunity  for 
you  and  your  family. 

It's  still  one  of  the  country's  best 
kept  vacation  secrets.  For  genera- 
tions, Missourians  and  tuned-in 
Midwesterners  have  come  here  to 
watch  their  young  people  catch 
their  first  largemouth  bass,  learn  to 
sail,  water-ski  and  spend  glorious 
summers  in  and  around  that  special 
world  of  boats.  At  Forbes  Lake  of 
the  Ozarks,  we  preserve  this  way  of 


'Prices  subject  to  change  without  notice. 


life.  A  great  place  for  vacations  and 
also  for  year-round  retirement  living. 

If  you  love  to  spend  your  life  by 
the  water,  you  owe  it  to  yourself  and 
those  closest  to  you  to  come  share 
this  secret.  Get  away  from  the  rat 
race.  Go  back  to  the  country.  To 
clean  air.  To  quiet  days  and  family 
fun.  It's  time  to  come  home  to  your 
own  special  place.  To  Forbes  Lake  of 
the  Ozarks. 

For  as  little  $60  a  month,  choice 
land  near  the  lake  can  be  yours. 
Prices  start  at  $6,000*  for  our 
minimum  one  acre  lots,  with  in- 
terest at  9%.  It's  an  opportunity 
you  won't  want  to  miss.  Just  call 
or  write  for  complete  details  with 
no  obligation.  Better  yet,  come 
see  us.  We'd  love  to  call  you 
neighbor. 


Forbes  Lake  of  the  Omrks 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 

Name  


Address 


City/State/Zip 
Telephone  


or  phone  816/438-2801 

 I 

he  Property  Report  required  by  Federal  law  and  read  it  be?ore  signing  anything  No  Federal  agency  nas  judged  the  merits  or  value,  if  any.  o'  this  property  Equal  Credit  and 
[Opportunity.  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval,of  the  sale  or  lease  or 
bale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon 
from  Sangre  de  Cristo  Ranches  Inc  NYA86-153 


The  Funds 


Doctors  ought  to  love  a  medical  technol- 
ogy fund,  especially  one  that  has  done  well 
recently.  But  it  may  not  be  an  easy  sell. 

Medical 
assistance 


By  Richard  P  ha  Ion 


T|  he  American  Medical  Asso- 
ciation's recently  acquired 
Medical  Technology  Fund  is  one 
of  the  hottest  open  ends  around  these 
days,  but  its  success  has  not  been  an 
unalloyed  blessing.  A  funny  thing 
happened  to  the  fund  on  its  way  from 
a  net  asset  value  of  $8.52  a  share  two 
and  a  half  years  ago  to  its  current 
$17.58.  It  ran  into  a  spate  of  redemp- 
tions toward  the  close  of  last  year  that 
clipped  some  $27  million  off  the  port- 
folio. New  share  orders  from  doctors 
aren't  yet  significant.  Result:  Assets 
are  down  to  $65  million,  from  a  peak 
of  $95  million. 

Chalk  up  the  damage  to  the  perver- 
sities of  a  runaway  bull  market  and 
the  volatility  typical  of  small  special- 
ty funds.  As  the  name  suggests,  Med 
Tech's  portfolio  is  chockablock  with 
issues  like  Genentech,  Mylan  Labs 
and  Squibb.  But  it  wasn't  panicky  in- 
dividual investors  who  cashed  out. 

In  fact,  says  President  John  Cannon, 
the  sellers  were  mainly  pension  funds 
that  had  joined  up  before  the  1986 
affiliation  with  the  AMA.  "Some  of 
them  had  bought  in  for  around  9  and 
change.  Here  we  were  up  to  15.  They 
had  good  gains  in  just  a  year,  a  year 
and  a  half,  so  they  took  them." 

The  pension  funds  should  have 
hung  around,  since  Med  Tech  is  up 
31%  so  far  this  year.  Their  abrupt 
departure  put  a  lot  of  pressure  on  Can- 
non and  his  portfolio  manager,  Jenni- 
fer Byrne.  Since  the  fund  was  fully 
invested,  with  little  cash  on  hand, 
there  was  only  one  way  to  cover  the 
redemptions.  "We  had  to  do  some 
portfolio  selling.  We  had  some  awful- 


ly big  winners,  and  it  was  really  too 
bad  that  we  had  to  give  the  money 
back  instead  of  keeping  it  at  work," 
says  Cannon. 

Among  the  winners  that  got  pared 
were  such  profitable  items  as  Genen- 
tech, Merck  and  Abbott  Laboratories. 
The  major  cutbacks,  though,  says 
portfolio  manager  Byrne,  came  in  hos- 


lohn  v-K.il 


pital  management  firms  like  Humana 
and  Hospital  Corp.  of  America.  The 
industry  is  troubled  by  overcapacity 
and  pricing  problems,  and  Byrne  is 
less  than  bullish  on  it.  With  a  recent 
trickle  of  net  sales  of  new  shares,  she 
has  bought  into  C.R.  Bard,  a  Murray 
Hill,  N.J.  company  that  supplies  cath- 
eters for  coronary  surgery. 

Medical  Technology  has  not  sold 
nearly  as  well  as  its  much  larger  com- 
petitors— Fidelity  Select  Health  Care, 
with  $473  million  in  assets,  and  the 
Putnam  Health  Sciences  Trust,  with 


$314  million.  The  latter  two  fund^ 
course,  are  backed  by  managem 
groups  that  command  a  lot  of  marl 
ing  muscle. 

It  was  to  compensate  for  that  1 
of  muscle  that  Cannon  last  year  < 
the  no-load  fund  advisory  firm 
opened  in  1966  to  the  AMA,  chang 
the  name  of  the  family  from  Pro 
vices  to  AMA  Advisers.  Inclu< 
were  management  contracts  for  fl 
sister  funds  (a  money  fund,  a  groM 
fund,  an  income  fund  and  the  clos 
end  Emerging  Medical  Technoh 
Fund),  with  $150  million  amc 
them.  Cannon  got  $4  million. 

The  AMA  sees  its  fund  connect) 
as  one  more  way  to  keep  old  mcmbl 
happy  and  attract  more  new  ma 
bers.  The  nonprofit  AMA  will  recyt 
any  profits  from  the  fund  advis< 
operation  into  other  member  servia 
As  for  Cannon,  he  acquired  entree  l 
well-heeled  customer  base  of  280,0 
doctors.  The  AMA  funds  are  still  op 
to  the  general  investor,  but  Cann 
for  the  moment  is  concentrating 
mining  what  he  calls  "diamonds 
the  backyard." 

Since  the  sale,  Cannon  broaden 
his  product  line  with  the  addition  i 
global  growth  fund,  a  growth  and 
come  fund  and,  as  of  Apr.  25,  two  glol 
income  funds.  The  fund  roster  did  nej 
some  shoring  up.  The  oldest  of  d 
original  funds,  AMA  Growth,  is  on 
mediocre;  it  rated  a  D  in  up  marks 
and  a  B  in  down  markets  in  the  Febl 
ary  1987  Forbes  survey.  Medical  Tec 
nology,  which  has  underperformed  tl 
market  over  the  past  five  years  by  51 
per  year,  rated  an  A  and  a  D. 

Cannon  has  sent  out  his  first  mai 
ing  to  AMA  members  and  cautioi 
that  it  will  be  a  while  yet  before  t! 
sales  dollars  start  rolling  in.  But,  1! 
says,  "We  think  there  is  real  appeal; 
the  idea  that  doctors  will  own  ar 
benefit  from  their  own  investmei 
company."  Cannon  thinks  that  Ij 
and  the  AMA  have  helped  to  shapei 
money  management  pattern  that  ma 
well  be  emulated  by  other  professioi 
al  organizations. 

Maybe,  but  if  money  managemer 
marriages  are  made  in  heaven,  so  aj 
divorces.  Should  operating  cost 
prove  uncompetitive  or  performanc 
disappointing,  the  AMA  could  fin) 
itself  whipsawed  by  redemptions  ts 
worse  than  those  that  troubled  Me 
Tech  last  year.  Disappointed  doctoi 
might  be  angry  enough  to  cash  in  nd 
only  fund  shares,  but  their  membaj 
ship  in  the  AMA  as  well.  ■ 
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Revealing.  Often  outrageous.  The  Economist's  worldly 
perspective  on  politics,  business,  and  finance  provokes  its 
half-million  readers  in  the  U.S.  Week  after  week. 


The  Economist 

The  most  respected  newsweekly  in  the  world. 


10  Rockefeller  Plaza,  New  York.  212/541-5730  L, 


.       •.:■>•.  :•,<•■<  :.if?r  ■'£& 
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CORPORATE  GOAL: 

Sell  consumers  with  average  income  of $  100,000+  and  net  worth  of  $500,000+. 


Corporate  Strategy: 

Discover  the  ABA  JOURNAL . 


Tell  me  how  the  ABA  JOURNAL  delivers  the 
lucrative  legal  market! 

□  Send  me  your  new  Media  Kit  along  with  the  latest  issue. 

□  Send  me  a  copy  of  your  new  brochure  entitled, 
"Power  of  Attorneys." 

Send  me  the  latest  copy  of  the  Don  Bowdren  Associates 
National  Subscriber  Study  of  ABA  JOURNAL  readers. 

Name 

Title  

Company  

Primary  Business  Activity   

Address   

City   


State 


Zip 


Telephone 


l_. 


Clip  and  return.  Attn:  Associate  Publisher. 


We  can  put  your  marketing  and  brand  managers  in 
touch  with  affluent  lawyers  for  as  little  as  11/2<P  per 
reader.  Chances  are  what  our  lawyers  don't  buy,  yoi 
don't  sell.  Our  595,000  total  readers  comprise  the 
nation's  most  affluent  professional  market. 

•  Household  Income:  $121,913   •  Net  Worth:  $508,! 

•  1  out  of  9  are  millionaires 
The  ABA  JOURNAL  delivers  an  exceptionally  affluei 
audience  at  an  exceptionally  low  price.  Complete  an 
return  the  coupon,  and  pass  this  information  to  your 
marketing  department.  Or,  for  immediate  informatior 
call  312/988-5993. 


J®UR 


THE  LAWYER'S  MAGAZINE] 
J    750  N.  Lake  Shore  Drive,  Chicago,  IL  6061 1  •  (312)  98E 
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fs  common  sense.  You  cant  make  a 
\ool  of  8%  bonds  yield  10%. 

GOVERNMENT 
MINUS 


By  Ben  Weberman 


j  someone  told  you  he  could  pour 
p  8-ounce  beer  into  a  glass  and 
liake  it  10  ounces,  you'd  be  a  little 
lispicious,  wouldn't  you?  Why  is  it, 
jien,  that  so  many  investors  fall  for 
jiose  "government  plus"  funds?  At 
time  when  long-term  Treasurys 
re  paying  7.6%,  these  funds  claim 
fields — or  what  look  like  yields — of 
|D%  or  more. 

[  The  promotion  of  these  govern- 
lient  bond  funds,  some  emphasiz- 
iig  Treasurys  and  others  specializ- 
:ig  in  GNMA  pools,  is  nothing  less 
lan  a  scandal.  Putnam  High  In- 
)me  Government  Trust  says  its 
jrrent  distribution  is  11.6%.  Colo- 
ial  Government  Securities  Plus  ad- 
i^rtises  11.2%.  American  Capital 
government  Securities  claims  a 
distribution  of  10.6%.  Preposterous. 
.  I  call  them  "government  minus" 
'inds.  Your  true  return  is  whatever 
pu  could  have  gotten  on  the  under- 
ling government-guaranteed  in- 
:ruments,  minus  the  1%  or  so 
iked  off  for  operating  expenses. 
The  promoters  claim  they  are 
enhancing"  yield  by  writing  cov- 
>:ed  options  on  the  bonds  they  hold 
n  portfolio — that  the  premiums  re- 
vived from  sale  of  the  call  options 
re  really  like  interest  income. 


eh  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


No,  they  aren't.  Option  premi- 
ums are  a  return  of  capital.  In  effect, 
the  "plus"  funds  are  taking  some  of 
your  principal,  giving  it  back  to  you 
and  making  it  look  like  a  yield.  But 
the  way  the  accounting  is  handled 
now,  the  income  from  these  en- 
hancement features  is  included  in 
distributions. 

Regulators  are  aware  of  yield 
fudging — indeed,  have  been  at  least 
since  1985,  when  Forbes  first  called 
attention  to  the  practice  (June  17, 
1985).  Writing  covered  options  is 
described  this  way  by  Kathryn 
McGrath,  director  of  investment 
management  of  the  Securities  &  Ex- 
change Commission:  "You  can  get 
high  yield  but  at  really  high  cost — 
the  cost,  of  course,  being  a  drastic 
drop  in  the  principal  value  of  your 
investments."  As  for  how  to  compel 
honesty  in  yields,  however,  the  SEC 
is  still  sucking  its  thumb.  Proposed 
regulations  are  out  but  under  chal- 
lenge from  the  industry. 

There  are  other  means  of  exagger- 
ating the  yield  on  bond  funds  be- 
sides selling  options.  One  trick  is  to 
include  in  the  portfolio  securities 
with  coupons  well  above  current 
market  rates.  Such  securities  will 
trade  at  a  premium  to  maturity  val- 
ue, and  as  they  mature  will  cause 
losses  of  principal.  For  example,  a 
9.75%  Treasury  of  1992  trades  at 
1 12'/2,  for  an  apparent  yield  of  8.7%. 
But  as  the  maturity  date  gets  closer, 
the  value  of  the  bond  shrinks  to- 
ward its  maturity  value  of  100. 
Apart  from  market  fluctuations, 
then,  there  is  a  steady  loss  of  princi- 
pal. The  true  yield — the  yield  to  ma- 
turity, that  is — is  only  7%. 

Truth  in  packaging  demands  that 
the  fund  make  an  annual  allowance 
for  these  losses  before  computing 


yield.  But  many  don't. 

If  you  can't  trust  yield,  it 
should  you  trust?  Total  retu 
how  much  your  account  gained  in 
value  over  the  course  of  a  year,  if 
you  didn't  withdraw  any  dividends. 
These  numbers  cannot  lie.  No  kind 
of  accounting  gimmickry  can  in- 
flate the  total  cash  balance  of  the 
fund  account. 

Not  surprisingly,  many  funds 
with  seemingly  fat  yields  delivered 
pathetic  total  returns  last  year.  The 
yield  wasn't  high  enough  to  com- 
pensate for  the  principal  lost  in  trad- 
ing gimmicks.  Examples,  from  the 
semiannual  fund  survey  Forbes 
published  Feb.  9:  Bull  &  Bear  High 
Yield  Fund  showed  a  yield  of  13.6% 
but  a  total  return  of  only  6%,  and 
the  National  Bond  Fund  showed  a 
yield  of  14.7%  but  a  total  return  of 
only  5.4%.  Treasurys,  by  the  way, 
had  a  great  year  in  1986,  what  with 
interest  rates  falling  and  prices 
climbing.  Total  return  for  a  10-year 
Treasury  was  20%,  and  for  a  30-year 
bond  it  was  25%. 

Some  of  the  government-plus 
funds  didn't  do  too  badly.  Putnam 
High  Income  Government  had  a  to- 
tal return  for  1986  of  14.2%,  and 
Colonial  Government  Securities 
Plus,  15.6%.  My  gripe  with  these 
funds  is  the  way  they  are  peddled. 
Neither  last  year's  bull  market  total 
return  nor  the  currently  advertised 
yield  gives  a  true  picture  of  the  like- 
ly returns  from  these  funds.  The 
bond  market  could  go  either  way 
this  year,  but  the  overall  expected 
return  on  a  government  bond  fund 
is  only  6.6%  or  so — as  I  said,  the 
7.6%  or  so  you  can  get  on  govern- 
ment-guaranteed securities,  minus 
1%  off  the  top  for  expenses. 

I  have  a  special  bone  to  pick  with 
brokers  who  push  funds.  I'm  aware 
of  a  West  Coast  widow  who  was 
recently  swapped  out  of  about 
$50,000  in  GNMAs  and  put  into 
American  Capital  Government  Se- 
curities Fund.  The  fund  purchased 
by  the  widow  has  a  commission 
cbarge  of  3%  at  the  front  end,  or  not 
quite  half  a  year's  interest  income. 
In  addition,  she  pays  lA%  a  year  for 
as  long  as  she  holds  the  investment, 
via  a  12b-l  sales  fee.  Furthermore,  I 
suspect — but  cannot  verify — that 
she  must  have  paid  at  least  2%  in 
commissions  and/or  markdowns  in 
price  on  the  sale  of  her  GNMA 
pools.  A  lot  of  people  are  better  off 
owning  Treasurys  and  GNMAs  di- 
rectly, and  that  includes  anyone 
who  already  owns  such  securities.  ■ 
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Not  yet  emboldened,  the  pessimists  are 
. . .  down  but  not  discouraged. 

GOLDILOCKS  AND 
THE  THREE  BEARS 


By  Susan  Lee 


Being  a  bear  in  this  market  is  a 
puzzling  business  for  money  run- 
ners. Only  the  most  foolhardy 
would  fight  the  trend  by  going  short 
and  risking  swift  annihilation  by 
the  Dow  even  after  the  recent  wild 
swings.  Likewise,  a  more  conserva- 
tive strategy  of  getting  into  cash 
would  mean  slow  but  sure  annihila- 
tion by  angry  clients.  What's  a  poor 
bear  to  do? 

Consider  the  strategy  being  fol- 
lowed by  Ron  Welburn  of  Glicken- 
haus  &  Co.,  who  has  been  bearish 
since  July.  He  stays  fully  invested 
but  keeps  rotating  his  portfolio  into 
depressed  groups,  figuring  that  the 
rising  market  will  eventually  pull 
those  groups  up,  too.  Welburn,  who 
admits  to  holding  10%  cash,  thinks 
it's  the  "greed  factor"  that  keeps  the 
market  climbing,  because  investors 
are  ignoring  the  negatives.  He  has  a 
point.  There's  plenty  of  disquieting 
stuff  out  there.  For  example: 

Too  much  money.  Too  much 
debt.  The  Fed  has  been  running  a 
very  accommodative  monetary  pol- 
icy; some  term  the  money  expan- 
sion massive.  Much  of  that  money 
has  financed  the  worldwide  debt  ex- 
pansion that  may  have,  finally, 
reached  its  limit.  Says  one  money 
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runner,  "We  can't  give  any  more 
credit  to  South  America  now — ex- 
cept through  debt  forgiveness." 

Too  little  leadership.  The  Reagan 
Administration  is  in  disarray;  even 
Jim  Baker  seems  to  be  in  a  power 
stall.  Money  managers  wouldn't  be 
surprised  to  see  the  Republicans  de- 
feated on  tax  or  trade  legislation. 

Nor  can  the  U.S.  economy  depend 
on  further  dollar  depreciation  to 
spur  growth.  Granted,  the  cheaper 
dollar  has  helped  exports,  but  fur- 
ther currency  depreciation,  say  the 
bears,  would  be  very  dangerous. 

Ditto  for  hoping  that  the  federal 
government  will  step  in  with  some 
fiscal  stimulus.  Quite  the  reverse; 
fiscal  drag  is  more  likely.  Not  only 
has  Congress  been  making  revenue- 
raising  noises  recently,  but  this  year 
the  budget  deficit  should  shrink  $30 
billion  or  so. 

And  finally,  there  is  the  Japanese 
stock  market,  which  many  money 
runners  characterize  as  "tulipoman- 
ia."  A  sudden  downdraft  there  could 
panic  the  Japanese  into  yanking 
their  investments  in  foreign  stocks. 

So  much  for  the  descriptive  nega- 
tives; money  managers,  bear  and 
bull  alike,  can  recite  these  negatives 
at  the  drop  of  a  hat.  But  start  asking 
what  impact  these  weaknesses  will 
have  on  the  economy,  and  the  bears 
divide. 

For  Welburn  the  danger  is  reces- 
sion engendered  by  deflation.  "After 
four  years  of  consumption  boom, 
consumers  are  sated,  and  their  debts 
are  sky-high.  At  this  point  even  a 
mild  burst  of  inflation  would  scare 
consumers  completely  and  tip  us 
into  a  deflation,"  he  says.  Welburn 
also  points  out  that  there  has  al- 
ready been  wage  disinflation  in  ser- 
vice areas  like  accounting,  medi- 


cine and  law. 

If  Welburn  thinks  the  ultimat 
danger  is  deflation,  bears  like  Johi 
Neff  at  Wellington  Managemen 
and  fim  Tisch  at  Loews  forecast  th 
reverse:  inflation.  Neff,  who  say 
he's  running  20%  cash,  which  is  th 
max  for  an  equity  portfolio,  think 
that  accommodative  monetary  poli 
cy  and  aggressive  credit  expansioi 
could  fan  the  flames  of  inflation.  Hi 
wouldn't  be  surprised  by  inflation 
numbers  of  4%  to  5%  by  the  end  c( 
the  year — but  fears  they  could  be 
come  even  worse.  Tisch  agrees.  H< 
adds  that  falling  oil  prices  havi 
masked  a  lot  of  inflation  but  thaj 
prices  will  be  going  back  up  soon. 

As  for  specific  portfolios,  Wei 
burn  is — predictably — out  of  con 
sumer  stocks.  He  is  close  to  20%  h 
utilities  like  Carolina  Power  fi 
Light,  Public  Service  Enterpris« 
Group  (New  Jersey),  Southern  Calil 
fornia  Edison  and  Texas  Utilities! 
(Owning  these  four  affords  him  mc< 
geographic  diversification.) 

He  says  that  all  four  have  abov^ 
average  yields  and  no  nuclear  probl 
lems;  they  are  relatively  cheap  witl 
strong  balance  sheets.  The  only  no 
no  is  that  they've  finished  their  capj 
ital  expansion  programs,  so  utility 
commissions  are  making  them  lowl 
er  their  rates — which  will,  Welbunj 
points  out,  lower  returns  on  capital 
"But,"  he  says,  "they  have  hug< 
cash  flows,  and  their  dividends  car 
increase." 

Wellburn's  biggest  weighting  is  ir 
capital  spending.  He  likes  Research 
Cottrell,  an  engineering  and  project 
development  company  that  does  i 
variety  of  activities  in  the  hazard 
ous  waste  management  area.  Anc 
he's  up  for  Zurn  Industries,  a  firm 
that  designs  and  manufactures  envi- 
ronmental control  and  energy  con- 
version systems. 

Neff  likes  autos  (Ford  and  GM), 
S&Ls  (Home  Federal  of  San  Diegc 
and  Golden  West)  and  banks  (he  is 
absolutely  crazy  about  Citicorp). 
And  megabear  Tisch — who  has  put 
his  money  where  his  mouth  is — is 
out  of  equities  and  into  cash,  munis, 
Australian  dollar  bonds,  silver  and 
copper. 

The  bear  case  sounds  alarming, 
and  the  abundance  of  bulls  should 
whet  the  appetite  of  any  contrarian 
worth  his  or  her  name.  Still,  in  ai 
market  as  powerfully  bullish  as  this 
one,  it  takes  real  guts  to  say,  as 
Tisch  does,  "I  have  a  lot  of  respect 
for  this  bull  market,  but  I  don't 
want  to  be  invested  in  it."  ■ 
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The  Contrarian 


IN  PARADISE 

An  island  paradise  that  offers 

you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,950 
per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1001 1 
or  call  212/620-2461. 
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By  David  Dreman 


The  bull  market  isn 't  over  yet,  but  the  tin 
will  come  when  stocks  will  be  overvalue 
You  dont  want  to  be  in  the  market  the 


CONTINGENCY  PLAN 


the  market  is  still  reasonai 
priced.  Operating  earnings 
much  better  than  have  been  rep<| 
ed,  because  corporations  tcj 
megabillion-dollar  writeoffs 
1985  and  1986.  Thus,  with  oi 
moderate  growth  in  the  GNP 
1987  and  1988,  earnings  comp 
sons,  up  16%  in  both  years  for  \ 
Dow  and  the  much  broader  S&! 
500,  appear  reasonable. 

Even  after  the  Dow's  move 
over  400  points  since  the  beginnij 
of  January,  the  P/E  ratio  is  still 
times  this  year's  earnings  estirm 
and  under  14  times  1988's.  As 
yardstick,  the  average  P/E  of  t 
Dow  has  approximated  16  for  t 
past  100  years.  So  by  this  importa 
measurement,  the  Dow  is  well 
line  with  long-term  norms. 

The  rise  in  recent  years  was 
the  most  part  catch-up  ball,  aftei 
long  period  when  stocks  were  bac 
undervalued.  The  Dow  peaked 
1000  back  in  1965  and  was  at  780 
July  of  1982  (about  one-third  of  thi 
latter  number  if  the  figure  is  adjus 
ed  for  inflation). 

Meanwhile,  through  that  peri<j 
corporate  assets  and  earnings  pow 
moved  up  steadily.  By  1982  stocl 
were  dirt  cheap.  This  cheapness  w; 
the  major  force  that  fueled  mergi 
mania  and  LBOs.  In  Ben  Graham 
words,  "Value  will  out" — and, 
deed,  it  did.  But  that  easy  part  of  tri 
runup  is  now  history.  Today,  stoc 
are  fairly  valued,  and  any  gains 
the  market  should  be  supported 
rising  earnings.  If  earnings  do  ir 
crease  as  forecasts  indicate,  stock 
could  continue  to  move  higher  ov? 
time,  though  in  a  healthy  market 
correction  of  10%,  or  even  15% 
should  occur  along  the  way. 

Note  that  my  script  is  a  heck  of 


The  strength  of  this  market  is  al- 
most unparalleled,  confirmed  rath- 
er than  contradicted  by  the  weak- 
ness in  late  March.  Only  a  few 
years  ago  anyone  predicting  a  Dow 
approaching  even  1500  would  have 
been  suspected  of  smoking  funny 
stuff.  Today  myriads  of  pros,  rang- 
ing from  fundamentalists  to  Elliot 
Wave  theorists,  confidently  foresee 
a  market  continuing  skyward.  One 
of  the  most  prominent  of  the  Elliot 
Wave  Gang  predicts  a  market  rising 
well  above  3600  within  a  year  or  so. 
(The  theory  this  series  of  numbers 
is  based  on  was  used  to  construct 
the  Great  Pyramid  of  Giza,  among 
other  pyramids.) 

Putting  aside  such  nonsense,  al- 
though I  have  been  a  bull  since  this 
market  began,  I  feel  it  would  be 
dangerous  if  the  torrid  pace  contin- 
ued without  a  real  breather,  and  not 
simply  the  sharp  down  days  of  re- 
cent weeks.  If  we  don't  get  one, 
speculative  fever  will  increasingly 
come  into  play.  The  time  will  come 
when  stocks  will  be  overvalued, 
perhaps  drastically.  You  don't  want 
to  be  in  the  market  then. 

But  we  are  not  at  that  point  yet; 

David  Dreman  is  managing  director  of 
Dreman  Value  Management  Inc.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 
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■more  cautious  than  the  Dow  of 
|)  or  3600  that  so  many  of  the 
s  are  beating  their  drums  about. 
:  look  at  these  wild  and  woolly 
ilictions  more  closely.  A  3000- 
jjt  Dow  puts  the  price/earnings 
E  of  the  average  at  21.6  times 
r's  estimated  earnings  and  at 
it  times  1988's.  Both  unquestion- 
I  are  on  the  high  side  of  P/E 
cations.  A  3600  Dow  places  the 
I  age  company's  P/E  at  25  times 
year's  earnings  and  at  22  times 
Vs  multiples — stratospheric  fig- 
If  this  happens,  warning  lights 
Id  blink  all  over  your  portfolio, 
'narket  has  stayed  above  a  P/E  of 
or  long.  In  the  past,  when  the 
ket  rose  higher  than  this  level, 
ending  was  always  a  sharp  cor- 
ion  or  worse. 

y  advice,  then:  The  present 
iket,  even  after  its  current  runup, 
sill  sound  and  anchored  in  good 
llamentals.  But  when  and  if  the 
rich-quick  fix  does  begin  to  pre- 
linate,  liquidate  40%  to  50%  of 
portfolio  on  the  way  up  and  put 
jroceeds  in  T  bills  or  other  high- 
aality,  short-term  credit  instru- 
ts.  If  the  market  continues  to 
along  and  passes  the  3000  level 
the  next  12  months,  accelerate 
process, 
ope  this  is  a  contingency  plan 
you  will  not  have  to  use,  but 
it  on  the  shelf  just  in  case.  You 
er  know  with  herd  psychology, 
the  time  is  not  here  yet,  there 
i  till  good  value  out  there.  Here 

i  three  stocks  worth  taking  a  look 
I'xlay: 

wckheed  (51)  has  had  a  well- 
Uve-average  record  of  earnings 
i.vth  in  the  past  decade.  Costs 
E  )ciated  with  the  Advance  Tacti- 
\\  Fighter  Program  and  with  ac- 
ting Saunders  Associates  result- 

ii  in  only  a  minor  earnings  im- 
Ittrement  last  year.  This  year, 
wever,  earnings  should  increase 
Eire  than  10%.  Lockheed  trades  at 
WE  of  8  and  yields  1.9%. 
\\?xtron  (67)  has  had  good  earnings 
:i,vth  since  1982.  Earnings  should 

up  10%  to  12%  in  1987,  with 
ifiis  continuing  for  the  next  few 
l|rs.  The  company  trades  at  a  P/E 
jl  and  yields  2.7%. 
yoolwortb  (48)  has  shown  sharply 
i  proving  income  in  recent  years  as 
,:sult  of  major  restructuring  and 
i  buildup  of  its  specialty  store 
itisions.  Earnings  for  1987  should 
1  by  at  least  15%,  to  $3.75  per 

re.  The  stock  trades  at  a  P/E  of 

and  yields  2.3%.  ■ 


Why  transfer 
your  IRA  to 

Twentieth 
Century? 


In  a  word,  performance.  Twentieth  Century  has  a  track 
record  of  outstanding  long-term  return.  In  fact,  our 
Select  Investors  and  Growth  Investors  were  ranked  by 
Lipper  Analytical  Services  as  the  #1  and  #2  no-load  mutual 
funds  in  the  country  for  their  performance  over  a  10-year 
period  ending  December  31,  1986.* 

If  long-term  growth  is  your  investment  goal,  Twentieth 
Century  may  be  the  perfect  place  for  your  IRA.  Best  of  all,  it's 
easy  to  transfer  your  IRA  to  Twentieth  Century.  Just  complete 
our  simple  transfer  form,  and  you  can  move  your  IRA  from 
either  a  bank  or  another  mutual  fund  to  any  one  of  Twentieth 
Century's  seven  IRA  investment  options. 

Once  you're  a  Twentieth  Century  shareholder,  you'll  find  that 
we've  done  everything  possible  to  make  investing  easy  —  from 
toll-free  telephone  information  and  transactions  to  automatic 
investment  plans. 

Call  today  and  we'll  rush  you  a  free  Twentieth  Century  IRA 
Information  Kit,  prospectus  and  "Request  to  Transfer"  form. 
Find  out  why  a  transfer  could  be  your  best  move.  Please  read 
the  prospectus  carefully  before  investing. 

1-800-345-2021 


Call  toll-free: 


Please  send  a  free  prospectus  to: 


Name_ 


City„ 


State ... 


Zip. 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No-Load,  No-Minimum  Mutual  Funds 

'Includes  all  funds  in  existence  for  the  10-year  period  that  are  currently  open  to  investors.  This  ranking 
reflects  past  performance,  and  is  not  a  projection  for  the  future 
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BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUI 

Put  Your  Future 
Under  A  Microscope 

When  you  put  ilie  future  of  corporate  America  under  a  microscope, 
one  dynamic  new  growth  industry  leaps  clearly  into  focus. 

Corporate  drug  testing.  Technology's  answer  to  one  of  America's 
most  pressing  problems:  drug  abuse  in  the  workplace. 

Laboratory  Corporal  ion  of  America  (LCA)  leads  the  vanguard  of  this 
revolutionary  new  industry.  Founded  to  help  corporations  improve 
employee  health,  boost  productivity  and  reduce  insurance  costs,  LCA 
offers  a  oitce-in-a-lifetime  chance  to  start  your  own  business,  opening 
up  the  tremendous  financial  opportunities  of  a  booming  new  indusl  ry. 

Across  the  U.S.,  qualified,  sales-oriented  applicants  are  joining 
LCA's  high-tech  business  revolution.  Your  total  expenditure  of  just 
$7,500  (only  $5,000  down)  includes  LCA's  comprehensive  111  day 
training  program  in  Dallas  and  Honolulu  (hotel,  air,  ground  transfer 
and  most  meals  included). 

This  10-day  program  features  nationally-respected  experts  on 
substance  abuse  and  corporate  drug  testing,  along  with  LCA's 
computerized  market  analysis  of  your  marketing  area.  The 
expenditure  also  includes  LCA's  complete  array  of  sales  materials, 
equipments  and  ongoing  sales  support. 

The  evidence  is  clear:  corporate  drug  testing  is  the  growth 
industry  of  the  late  1980's  and  beyond. 

Call  the  LCA  Hotline  today  .  .  .  before  the  future  passes  you  by. 


Laboratory       i  qqq 
£?™J?N  553-3340 


Of  America 

P.O.  Box  165377  •  Irving,  Tx.  75016-5377  •  214-580-1717 


BE  RICH  &  FAMOUS 
EARN  $100,000+  YR. 

Join  America's  hottest  new  music 
and  video  program.  Imagine  your 
customers  buying  current 
records,  tapes  and  blank  video 
tapes  for  only  50c  (fifty  cents) 
each. 

•  EXCLUSIVE  TERRITORIES  AVAILABLE 

•  FULL/PART  TIME  •  COMPLETE 
TRAINING  PROVIDED  •  OVERRIDES. 
RESIDUALS  •  WORK  FROM  YOUR 
HOME  •  NO  EXPERIENCE  REQUIRED  • 
MINIMUM  INVESTMENT  AS  LOW  AS 
$750  00 

FEDERAL 

MUSIC  &  VIDEO  CLUB,  INC 
(305)  627-8677 
Mr.  Kay  —  Anytime 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

.  .  .  If  you  have  a  sound,  successful 
business  background  with  high  past 
earnings,  can  easily  and  confidently 
communicate  with  business  leaders 
and  you're  in  a  position  to  call  your  own 
shots.  Utilize  your  talents  to  the  utmost 
in  a  fast  moving,  challenging,  profes- 
sional business.  We  are  seeking  only 
that  individual  who  can  relate  to  earning 
$250,000  and  more  per  year.  Complete 
training  and  continuous  support  pro- 
vided. We  are  a  17-year-old  interna- 
tional loan  finance  corporation  seeking 
directors.  $9,800  refundable  deposit 
will  be  required  Principals  only. 

Call  518-765-2016 


■rmi  15.000  BUSINESSES 
«SU  FROM  COAST 

^SQ(S9|  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
-  MULTIPLE  LISTING  SERVICE 

Toll  Free  800-327-9630 
in  Flo  call  800-533-4663 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them. 
Call  today  for  free  information. 

Speedy* 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS.  CA  92653-1347. 
CALL  1-800-854-3321 


Luxurious  Contemporary  Custom  Hoi 
that  retail  for  $17.00 /sq.  ft. 


Modem  technology,  excellent  craftsmanship,  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard features  not  found  in  homes  selling  at  twice  the  price 


•  Fully  Insulated 

•  Thermo  Pane  Windows 

•  Cathedral  Ceilings 

•  Exterior  Decks 


•  Built-in  Computer  Center 
which  allows  the  home 
to  perform  many  func- 
tions for  the  occupants. 


•  Quality  Constru< 

•  FHA  and  VA  Ace 

•  Interior  Design 
Flexibility 


EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sa 

No  Real  Estate  License  Required 
Investment  Secured  by  Model  Home 


Protected  Territory 
Factory  Training 
Unlimited  Income  Potential 


Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21000  model  h 
Home  may  be  lived  in  or  used  as  an  office. 

Call  Mr.  Farb 
Phone  #  (404)  479-9700 
P0.  Drawer  1569,  Canton,  GA  30114-1569 


PROFESSIONAL  SERVICES 


PROFESSIONAL  SERVI 


Because  Aging  Poses  So  Many  Challeng 

Reliable  Personalized  Care  Management:  for  elderly  pan 
and  relatives  in  South  Florida  Liaison  with  out-of-town  fami 
Independence  and  family  counseling.  Aides  and  companii 

Corporate  Programs:  Counteract  lost  productivity  du< 
older  parent  care  concerns.  Expand  your  over  50  market  sli 
with  improved  customer/patient  relations,  better  targa 
products  and  services,  and  staff  development 

Rons  Bartelstone  Associates,  Inc. 

Serving  older  adults  and  their  families 

1380  Miami  Gardens  Drive,  Suite  260,  North  Miami  Beach,  Florida  3i 

Call  today!  (305)  948-8999  or  Toll-free  1-800-325-1] 
&  dial  RBA  (722) 


FINANCIAL  SERVICES 

r  IMMEDIATE  CASH  ^ 
FOR 

ACCOUNTS  RECEIVABLE 

NO  RED  TAPE— NO  DELAY 

TOWERS 
CREDIT  CORPORATION 

A  subsidiary  ol  TFC  Towers 
Financial  Corporation,  an  OTC  Company 

200  Modison  Avenue 
New  York,  NY  10016 

212-696-0505 

Outside  New  York  State 

800-553-3322  ^ 


COMPUTER  SOFTWA 


QUANTix  Portfolio  Evall 

3.0  Version.  5  Quantitative  Vail 
Models.  Cash  Flow.  Diversifies 
What-lf  Analysis.  Track  Perform 
Commissions.  Sold  Positions.  C 
load/Upload  Data.  Multiple  Pom 
IBM/Clones  S395.  (800)  247  I 

5900  IM.  Port  Washington 
Milwaukee,  Wisconsin  53217 


FRANCHISING 


FRANCHISE 


CAPITAL 

for  companies  with  regional,  national,  and/or 
global  market  potential  From  $500,000  to  $50 
million  Call  Mr  Anthony  at  303-442-4867 
or  Mr  Michaels  at  808-259-9674  for  prompt 
response.  Or  mail  your  Business  Plan  to 
CAPITAL  INVESTMENT 
FINANCIAL  FUND  INC. 
P.O  Box  623  Waimanalo,  HI  96795 


Your  Busine 


FRANCHISE  CONSULTING  GROUP. 

101  Derby  Street.  Hingham,  MA  02 
In  Mass  (617)  740-2211 
Outsiae  Mass  (800)358-8011 


Forbes:  Capitalist  TboP 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA  S  BUSINESS 


FOR  INFORMATION  O 
FORBES  MARKET/CLASS 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIEI 

60  Fifth  Avenue  New  York  N  Y  1 

(212)  620-2440 


?EAL  ESTATE 


WINE  CELLARS 


Z  i  VOMAN  RANCH-2 ,200  deeded 
Oi  icomparable  hunting  and  fishing. 
X  lies  southwest  of  Buffalo,  Wyoming. 
d!y  Woman  Ranch  boasts  a  Main 
S  jh  six  cabins,  and  some  of  Wyo- 
s  'est  trout  fishing  in  Crazy  Woman 
^  ich  runs  through  2  'A  miles  of  the 
rt'The  Big  Hom  Mountains  form  a 
Kir  backdrop  along  the  western  boun- 
Oiie  nestled  ranch  setting.  The  pro- 
a)>  adjoins  the  Big  Horn  National 
t.  Contact  Exclusive  Agent  for  the 
kflall  &  Hall,  Inc.,  P.O.  Box  1924, 

mrr  59103  <406>  252-2155. 


LAND 

1}  3  land  for  sale  of  all  kinds  in 
i  >ta  and  Wisconsin  Lakeshore. 
nl,  river  frontage,  resorts,  re- 
t;  :abins,  for  recreation,  invest- 
it  ?tirement,  hunting/fishing,  or 
11  1.  Send  $12  50  for  a  one  year 
ssption  (Spring-Summer-Fall- 
I  4  issues  to: 

LAND, 
P.O.  Box  10750 
Mpls  .  MN  55440 
if      (612)  333-5412 


IjSAD  LAKE— BIG  FORK,  MT 
IHtONT  ESTATE  &  ORCHARD 

i'lf  the  greatest  areas  and  best  kept 
ttf  the  country,  is  the  spectacular 
iitstate.  5500  sq.  ft.  home,  22  acres, 
\:rry  trees,  550'  lakefront,  boat 
ftnis  court,  billiard  room,  complete 
}:  facilities.  Pristine  privacy  with 
ilfishing,  hunting,  recreation  possi- 
|  Glacier  Park.  Bob  Marshall  Wil- 
|f  $1,500,000.  Contact  or  call  Fritz 
Lidice  Real  Estate,  Box  216,  Big 
#T  59911  (406)  837-5884 


part  of  17,000  Colorado 

in  the  Rockies,  gorgeous 
in  tain  land.  Come  visit! 
ill  for  color  brochure, 
79-3263,  or  write  Forbes 
jn  Creek  Ranch,  Box  303, 
[  Garland,  CO  81133. 


TRAVEL 


VE  GOT  YOUR  ISLAND 
;NDS  UNLIMITED,  INC. 

harter  Yachts.  Crewed  Or  Bareboat 
ean.  Polynesia,  Bahamas  The  Best 
>n  Value  Available  for  discriminat- 
es. 

Ve  know  enough  lo  do  it  rif>hi 

Islands  Unlimited  Inc. 
x  1743    Tellunde.  Co  81435 
1-800-354-8822 


SHUNDREDSS  ON  TRAVEL! 

i  travel  club  gives  you  10-50%  off 
Including  maior  chains,  5%  rebate 
lestic  air  flights,  car  rental  &  condo 
its,  toll  free  reservations  1  year 
;rship  $64  95  Call  Professional 
i  Clubs  of  America,  Inc.  or  mail  fee 
turn  address  to: 

8909  S.  Miles  Rd.  Cleve.  Oh  44128 
1-800-345-PFCA 


YACHTS 


NATE  YOUR  BOAT 

eive  Cash  +  Tax  Savings 

bargain  sale  lo  a  charity,  our  cash 
£  +  your  income  tax  savings  give 
ubstantial  financial  return 
es.  Real  Estate  &  Molor  Vehicles 

ERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


elegant 
state-of- 
the-art 
all  wood 
hand- 
crafted 
wine  cellar 
is  too 
expensive 
for  your 
wine? 


OUR 


EXCLUSIVE 
Chateau  Series  Wine  Cellars 
have  insulated  all-wood  inter- 
iors, beautifully  crafted  wood 
exteriors,  and  much  more! 

PRICE  ?...  Call  and  let  us 
surprise  you. 

AND...  learn  about  the  free 
Morrell  &  Co.  Gift  Voucher 

for  wine  of  your  choice! 


The  Michael  Andrews  Collection  of 
Controlled-Envlronment  Wine  Cellars 

WINE  WARES,  INC.-  -  DEPT  E 

535-A  Madison  Av.nuo.  NY,  NY  10022 

212-593-3253 

•  Morrell  &  Co.  Affiliate 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 


■  i 


DRIONIC '  —  the  heavy 
sweater's   answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drionic    keeps   these  UNDERARMS 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Send  for 
free  information. 
Clinical  studies 
available  to  physicians 

GENERAL  MEDICAL  CO 
Dept  FOB  4 
1935  Armacost  Ave 

Los  Angeles.  CA  90025 


HANDS 


7 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog  Satisfaction  Gtd 
for  20  years!  Member: 

Jewelers  Board  of  Trade 
Chamber  Commerce. 
HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville,  Kentucky,  42345 
TOLL  FREE  1-800-626-8352 
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CORPORATE  ITEMS 


CORPORATE  ITEMS 


Mompitm  3ioii,  £td 


BE  RECOGNIZED 

In  Boardrooms  and  Club- 
rooms,  By  having  your  com- 
pany name  or  logo  on  a 
quality  product  from 
HAMPTON  HALL  LTD. 

For  over  ten  years 
Hampton  Hall  has  been  a 
leading  supplier  of  tastefully 
designed  ties  and  other 
quality  items  to  Corporations 
and  clubs. 

Please  call  or  write  for  our 
brochure. 

(Minimum  order 
150  pieces  per  item) 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue 
New  York,  N  Y.  10001 
Suite  2000 
(212)  685-2440 

Depl  FB-3 


WINE  CELLARS 


WINE  CELLARS 


WlNECELLARS-USA 


High-Quality  •  American  Made 
Lifetime 'Warranty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  from  600  -  20,000  Bottles 
Standard  Features:  Wood  Construction*  Individual  Bottle  Nesting 
5  Yr  Warranty  on  Compressor* Uniform  Temperature  &  Humid- 
ity and  Proper  Aeration*  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

440  Bottle  (Pictured)  $2495  $1495 

880  Bottle  Twin  Unit   4495  2795 

Earn  $  1 00  or  more  commission  on  sales  from  your  leads. 

Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

rare  wines  &  other  cellars,  we  are  licensed  wine  merchants — Cal  I 


Olympic  Sales  Co. 


Since  1947 

839S.LaBreaAve.,  LosAngeles,CA90036  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    «    We  Ship  Anywhere. 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


POWER-SAIL 

WORLD'S  FINEST 
ASCENDING  PARACHUTE 

Acapulco-Nassau-Cancun 
Now  Tow  behind  your  boat1 
POWER-SAIL  CORP. 

P0  Box  856E.  Flemington,  NJ  08822 
1-201-782-9344  EXT  55 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  '/a"  (or 
state  width]  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd ,  Dept  O 
San  Francisco.  CA  94  I  3  I         (415)  585-6100 


SHARING 


IS  CARING 


STAND-UP 
DESKS 


?819  Fondren.  Houston,  Texas  77063 
(713)  475-9721 
Outside  Texas  1 -«00-b45-206,: 


Insights 

MONEY  &  INVESTMENTS 

By  Srully  Blotnick 


Are  you  keeping  your  cool  in  the  present 
highly  competitive  business  environment? 
If  so,  you  may  be  riding  for  a  fall. 

"YOU  BET 
I'M  SCARED" 


campaign  for  the  Pacific  islands 
during  World  War  II,  told  mc: 
"When  we  were  about  to  attack  and 
one  of  my  buddies  said,  'I'm  not 
scared,'  I  used  to  think — though  I 
never  said  it — 'Sure,  and  the  moon 
is  made  of  green  cheese.'  We  all 
were  scared,  because  we  knew 
many  of  us  weren't  going  to  come 
off  that  island  alive." 

That's  true,  though  not  literally, 
in  the  business  world  today:  A  lot  of 
people  realize  they  are  in  danger  of 
losing  their  jobs,  their  companies, 
their  careers.  A  war  again  is  being 
fought  with  a  Pacific  rival — a  group 
of  them,  this  time — and  the  rules 
for  psychological  self-management 
while  at  work  are  changing.  Emo- 
tions that  used  to  be  suppressed,  for 
good  reason,  are  less  often  hidden. 

Is  this  good  or  bad? 

Much  to  my  amazement,  most 
people  are  handling  the  increased 
anxiety  quite  well.  Allowing  perfor- 
mance-related anxieties  to  surface 
is  actually  serving  a  useful  pur- 
pose— not  just  for  the  manager  who 
is  determined  to  do  his  job  right,  but 
also  for  his  subordinates. 

For  example,  Frank,  44,  a  manag- 
er at  a  retailing  firm,  has  become 
more  intense  in  the  past  few  years. 
The  devil-may-care  attitudes  he  dis- 
played while  in  college  (his  fraterni- 
ty brothers  remember  him  as 
"bright,  but  a  clown")  are  gone.  His 
company  has  been  firing  people 
left  and  right.  Says  Frank  of  his  ter- 
minated colleagues:  "I  don't  want 
to  join  them.  I  like  it  here." 

I  suggest,  half  seriously,  that 
some  companies  might  want  to 
consider  leaving  one  or  two  offices 
of  departed  managers  vacant  perma- 
nently, as  a  sort  of  war  memorial: 
"This  is  what  the  enemy  once  did  to 


In  decades  to  come  Silicon  Valley  in 
California  and  the  area  around 
Route  128  near  Boston  will  be  re- 
membered by  most  people  as  hot- 
beds of  high-tech  activity.  But  to 
me  they  will  always  be  the  two 
places  in  America  where  veteran 
professionals  finally  allowed  them- 
selves openly  to  admit,  "Around 
here,  we  run  scared." 

It  takes  courage  for  men  and 
women  in  the  prime  of  their  work 
lives  to  make  such  an  admission. 
From  studies  I  have  conducted  at  a 
variety  of  firms,  large  and  small,  it 
is  clear  that  in  most  companies  if 
you  display  anxiety,  your  co-work- 
ers interpret  it  as  evidence  of  in- 
competence. The  more  chronically 
anxious  the  person,  the  more  inade- 
quate he  or  she  is  usually  thought  to 
be.  At  most  U.S.  businesses  during 
the  past  few  decades,  Mad  maga- 
zine's Alfred  E.  Newman  provided 
the  real  motto:  "What,  me  worry?" 

However,  it  is  an  entirely  differ- 
ent story  when  everyone  allows  the 
anxiety  to  surface.  This  happens 
normally  in  wartime.  A  top  officer 
at  a  financial  services  firm  in  New 
York,  who  fought  as  a  Marine  in  the 

Srully  Blotnick  is  a  business  psychologist 
and  author  of  Ambitious  Men:  Their  Drives, 
Dreams  and  Delusions,  fust  published  by 
Viking  Press. 


us — and  could  do  again,  if  we  1 
them.  Remember  Pearl  Harbor.' 

Has  Frank's  higher  intensity  lev 
influenced  his  subordinates?  Ni 
ticeably.  "He's  become  more  d 
manding,"  one  reported.  "It's  not  < 
much  that  he  says,  'Do  this,  c 
that,'  he  just  expects  more."  An 
gets  it,  one  might  add.  A  secoj 
subordinate,  who  also  noticed  tr 
change  but  doesn't  like  it,  said,  "h 
changes  his  mind  more  often  tha 
he  used  to,  and  that's  making  hn 
harder  to  work  for.  Sometimes  1 
changes  plans  in  midstream." 

Frank  is  aware  of  this  devclo] 
ment  but  insists  (accurately, 
think)  that  the  rapidly  changing  n 
ture  of  the  industry  he  is  in  make 
such  unpredictable  behavior  on  hi 
part  unavoidable.  "My  feeling,"  h 
says,  with  a  hint  of  irritation  in  hi 
voice,  "is  that  if  you  can't  stand  th 
heat,  you  don't  belong  in  the  kitcri 
en.  Business  these  days  isn't  th 
breeze  it  once  was." 

In  the  past,  many  of  the  managed 
I  interviewed  were  convinced  tha 
it  was  essential  to  project  an  imagj 
of  serenity,  much  like  the  one  con 
veyed  on  the  job  by  pilots.  Th) 
desk-pounding  boss  seemed 
these  managers  weak  and  ineffectu 
al,  a  suitable  depiction  for  a  T] 
movie,  perhaps,  but  not  one  for 
person  actually  in  charge.  Howevei 
the  point  is  that  this  relaxed  appeal 
ance  of  pilots  is  intended  to  caln 
passenger  anxieties.  That  make 
what  happens  on  a  commercial  jet 
liner  very  different  from  what  oq 
curs  in  a  modern  business  setting 
where  inspiring  the  troops — stal 
and  suppliers — may  very  well  cal 
for  a  display  of  concern. 

How  much  anxiety  is  the  typica 
manager  carrying?  The  answer  i 
that  there  is  indeed  more  of  it  pres 
ent,  at  least  in  the  opinion  of  nearl] 
60%  of  the  400  senior  managers] 
surveyed  in  the  first  quarter  of  1987] 
Heightened  competition  broughl 
about  the  increase,  and  following 
the  lead  of  the  high-tech  crowd,  this 
group  simply  feels  it  has  becorm 
less  necessary  to  mask  it. 

Why  are  these  changes  impor 
tant?  Primarily  because  of  the  stim 
ulating  effect  this  greater  candor  ii 
having  on  the  rest  of  the  staff.  T( 
put  it  bluntly:  Today  a  boss  who  ii 
trying  to  be  laid  back  is  almost  cer 
tainly  sending  his  subordinates  th( 
wrong  message.  In  most  instances 
being  laid  back  in  the  current  glob 
ally  competitive  business  climate  ii 
a  sure  way  to  get  laid  out.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 


Were  is  a  way  for  speculators  to  tailor 
rades  to  their  preference  for  risk. 

CHECK  YOUR 
OPTIONS 


on  the  downside  but  is  compensat- 
ed for  by  a  somewhat  bigger  reward 
on  the  upside. 

A  bull  spread  could  also  have 
been  put  on  by  buying  the  June  66 
call  for  1.21  cents  per  franc,  while 
selling  the  June  67  call  for  0.84  cent, 
for  a  net  debit  on  the  trade  of  0.37 
cent.  This  is  the  maximum  amount 
($462.50)  you  could  lose  on  the 
trade.  However,  the  price  you 
would  pay  for  this  loss  limit  is  a  cap 
of  $787.50  per  spread  on  your  prof- 
its. I  consider  either  the  synthetic 
long  or  the  bull  spread  to  be  a  more 
conservative  trade  than  a  long  posi- 
tion in  the  futures  market. 

I  suggest  you  try  a  bullish  trade  in 
the  Swiss  franc,  using  the  June  op- 
tions and  strike  prices  that  are  ap- 
propriate to  the  futures  price  that  is 
prevailing  when  you  try  to  put  on 
the  trade.  I  recommend  either  a  syn- 
thetic long  or  a  bull  spread.  In  the 
case  of  the  synthetic  long,  I  would 


am  slightly  bullish  on  the  Swiss 
ranc,  and  in  this  column  I  am  going 
!o  consider  three  ways  to  trade  it 
!>ased  on  my  inclination. 
I  The  simplest  strategy  would  be  to 
;o  long  a  June  Swiss  franc  futures 
contract.  Alternatively,  I  could  put 
>n  a  "synthetic  long"  position  by 
mying  a  call,  while  simultaneously 
elling  a  put  with  a  lower  strike 
)rice.  The  nice  thing  about  this 
trategy  is  that  if  the  trade  is  put  on 
or  a  credit,  the  market  doesn't  even 
lave  to  move  up  for  me  to  make  a 
)rofit.  Consider  the  following  exam- 
)le,  even  though  the  prices  will  have 
;hanged  by  the  time  you  read  this. 

With  the  June  futures  contract  in 
he  Swiss  franc  at  $0.6556,  I  could 
lave  bought  a  June  67  call  at  0.84 
;ent  per  franc  and  sold  a  June  65  put 
or  1.13  cents  per  franc,  for  a  net 
:redit  of  0.29  cent,  which  for  the 
;25,000  Swiss  franc  contract  is 
:quivalent  to  $362.50  per  contract. 

At  any  futures  price  between  65 
ind  67  cents  I  would  realize  the  net 
;redit  on  the  spread  of  $362.50. 
\bove  67  cents  my  profit  would  in- 
:rease  at  the  rate  of  $1,250  per  pen- 
ly.  As  the  chart  shows,  the  risk  in 
.he  long  futures  position  is  higher 

Stanley  W.  Angrist  is  a  commodity  specu- 
dtor,  consultant  and  longtime  observer  of 
be  commodity  markets. 


purchase  a  call  that  has  a  stn  e  that 
is  at  least  a  penny  higher  than  the 
futures  price.  I  would  sell  a  put  that 
is  at  least  a  half-cent  under  the  cur- 
rent futures  price.  The  trade  should 
be  put  on  for  the  largest  credit  possi- 
ble. My  suggestion  is  that  you  risk 
no  more  than  $1,000  on  this  trade. 
The  margin  will  be  between  $2,000 
and  $3,000  per  spread. 

When  doing  the  bull  spread,  buy  a 
call  that  has  a  strike  that  is  at  least 
0.40  cent  higher  than  the  current 
futures  price.  The  next  higher  strike 
call  should  be  sold.  This  spread 
should  be  placed  with  the  smallest 
debit  possible.  That  debit  is  the  only 
cash  that  has  to  be  put  up  to  do  the 
trade.  Because  so  little  money  is 
needed  in  this  case,  you  could  do 
about  four  bull  spreads  for  the  same 
cost  as  one  synthetic  long. 

Many  of  the  people  who  trade  op- 
tions today  believe  that  the  only 
way  you  can  be  successful  at  it  is  by 
using  a  computer  to  help  evaluate 
positions.  No  doubt  computers  can 
help,  but  it  is  also  possible  to  set 
down  and  evaluate  a  potential  posi- 
tion without  a  computer.  David  L. 
Caplan  has  written  a  trading  man- 
ual that  will  help  you  do  such  analy- 
sis and  provide  you  with  some  sug- 
gestions on  trades  that  are  of  lower 
risk  than  an  outright  purchase  or 
sale  of  an  option  or  a  futures  con- 
tract. The  book,  The  Professional  Op- 
tion Trader's  Manual,  is  available 
from  Caplan's  firm,  Opportunities 
in  Option  (213-457-3199),  for  $150 
in  a  package  that  includes  a  three- 
month  subscription  to  his  options 
newsletter,  a  hotline  and  personal 
consultation.  ■ 


Consider  the  alternatives 


2,000 


A  trader  who  is  bullish  on  the  Swiss  $3,ooc 
franc  might  take  up  a  long  position  in 
the  futures  market.  But  he  can  have 
almost  the  same  profit  potential  with 
reduced  risk  by  using  either  of  the  al- 
ternative option  strategies  illustrated 
here.  One  is  the  "synthetic  long,"  cre- 
ated by  buying  a  call  with  a  strike  price 
higher  than  the  current  futures  price, 
while  simultaneously  selling  a  put 
with  a  strike  lower  than  the  futures 
price.  The  other  is  a  bull  spread  put  on 
by  buying  a  call  with  a  strike  higher 
than  the  futures  price  and  then  short- 
ing the  next  higher  strike  call.  (In  order 
to  simplify  the  calculations  used  to 
create  the  chart,  the  values  of  the  op- 
tions are  those  at  their  expiration.) 


Profit/loss 


-1,000 


-2,000 
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Streetwalker 


Edited  by  Thomas  Jaffe 


The  yen  to  spend 

No  one  is  really  sure  why  the  Japa- 
nese dumped  so  much  U.S.  equi- 
ty Mar.  30,  helping  drive  the  Dow 
down  57  points.  (It  recovered  half  that 
loss  the  next  day.)  Perhaps  they  feared 
the  falling  dollar  will  force  Chairman 
Volcker  to  jack  up  interest  rates,  fur- 
ther hurting  U.S.  equity  and  bond 
markets.  Or,  more  darkly,  perhaps 
they  were  sending  a  signal  to  Wash- 
ington, reminding  our  protection- 
minded  politicians  that  what  hurts 
Japan  can  very  quickly  hurt  the  U.S. 
President  Reagan  did,  after  all,  an- 
nounce tariffs  on  some  Japanese  elec- 
tronics imports  the  Friday  before  the 
Monday  selloff. 

Whatever  the  explanation,  don't  ex- 
pect the  Japanese  to  be  out  of  the  U.S. 
market  for  long.  They  already  own 
billions  of  dollars  of  U.S.  equities,  so 
hammering  the  dollar  and  dollar  secu- 
rities is  not  exactly  in  their  interest. 

Despite  their  already  large  hold- 
ings, Japanese  portfolio  managers 
have  yet  to  reach  the  ceilings  imposed 
by  Japan's  Ministry  of  Finance  on  U.S. 
stocks  they  can  own.  Conservative 
estimates  suggest  that  another  $15 
billion  to  $20  billion  of  new  Japanese 
investment  will  pour  into  Wall  Street 
this  year.  "A  rising  yen  and  trade  pres- 
sure make  U.S.  equities  more,  not 
less,  attractive  to  new  Japanese  inves- 
tors," says  Motoi  Okada,  a  New  York- 
based  securities  trader  for  Japan's 
Daiwa  Securities.  "Unless  they  see  a 
steep  and  continuous  decline  in  the 
New  York  Stock  Exchange,"  Okada 
adds,  "Japanese  money  will  continue 
to  flow  heavily  into  the  market." 

Won't  the  fear  of  a  falling  dollar  put 
them  off?  Not  necessarily.  A  weak 
dollar  hurts  Japanese  exporters.  Mon- 
ey coming  out  of  Japanese  stocks, 
which  trade  at  rich  multiples,  must  go 
somewhere,  and  U.S.  stocks  are  good 
candidates.  "There  is  a  strong  percep- 
tion among  Japanese  investors  that 
the  U.S.  market  will  continue  to  gain 
strength,  while  the  Tokyo  market 
may  be  ready  for  a  correction,"  reports 
Goldman,  Sachs'  Steven  Einhorn. 
"It's  unlikely  they  [the  Japanese]  will 
be  any  less  aggressive  in  their  pur- 
chases of  U.S.  stocks." 

Remember,  too,  that  the  rising  yen 
makes  U.S.  assets  cheaper  for  Japa- 
nese investors.  Example:  IBM's  dollar 
price  is  2%  higher  than  12  months 
ago.  But  its  yen  price  is  18%  lower. 
Says  Jeffrey  Burns,  a  Daiwa  broker  in 


New  York:  "There's  some  concern 
about  currency  losses  through  yen  ap- 
preciation, but  it's  more  than  offset  by 
the  benefits  of  cheaper  U.S.  equity 
prices." 

It's  also  worth  remembering  that 
the  lower  the  dollar  falls,  the  closer  it 
probably  gets  to  a  floor — another  force 
that  tends  to  whet,  not  dull,  Japanese 
interest  in  dollar  investments.  "April 
and  May,"  concludes  Okada,  "will  see 
increases  in  Japanese  investment  in 
the  U.S.  market." — Peter  Fuhrman 


Hidden  value 

Harris  J.  Ashton,  chairman  since 
1970  of  General  Host  Corp.,  has 
presided  over  a  stock  that  has  gone 
from  $2  in  1980  to  $25  last  year.  Re- 
cently, however,  General  Host's  per- 
formance has  stalled.  For  the  fiscal 
year  ended  Jan.  31,  1987,  it  earned  18 
cents  a  share,  vs.  $1.08  the  year  be- 
fore. What  gives? 


A  General  Host  problem 
But  nothing  fatal,  surely. 


In  the  last  couple  of  years  General 
Host  (sales,  $648  million)  has  sold 
Milk  Specialties,  Little  General 
Stores,  Van  de  Kamp  frozen  food,  and 
more.  It  recently  tried  to  sell  its  Hick- 
ory Farms  of  Ohio  specialty  food  store 
chain  for  $43  million,  but  the  deal  fell 
through  (a  spinoff  of  Hickory  Farms 
remains  a  possibility).  Ashton's  latest 
disappointment  is  Frank's  Nursery  & 
Crafts,  which  General  Host  has  tried 
to  build  into  a  national  gardening  and 
nursery  retail  chain.  Last  year  prob- 
lems in  Frank's  computerized  ac- 
counts payable  system  generated  a 
surprising — and  nasty — operating  loss 
for  the  division. 

But  there  is  good  news,  too.  Frank- 
lin Morton,  an  analyst  at  Alex.  Brown 
&  Sons,  notes  that  General  Host  owns 
12.3  million  shares,  or  75%,  of  All 
American  Gourmet,  a  frozen  food 
manufacturer  Ashton  spun  off  in 


1985.  The  All  American  stake  c  t::1 
rently  has  a  market  value  of  roug]  jpi 
$172  million,  or  about  $6.75  per  G<  pip 
eral  Host  share.  With  General  Hi  i?e 
recently  trading  at  1 1 3A,  the  rest  of  t  dst 
company — including  Frank's  and  8  lit 
products  producer  American  S  in 
Co. — is  priced  at  $5  a  share. 

Morton's  best  guess  as  to  Gene  pa 
Host's  breakup  value:  $16  to  $l{j  si 
share.  Of  further  interest  are  the  fa<  ■:. 
that  1)  Clabir  Corp.  tried  to  take  oi  lie 
General  Host  in  1980  but  went  aw  « 
with  some  greenmail  instead,  and:  jw 
insiders  control  less  than  10%. — T.  $ 

And  then?  And  then? 

One  of  the  more  bizarre  and  longi  " 
running  takeover  sagas  Strci 
walker  can  remember  involves  C>  j 
Corp.,  a  $245.5  million  (sales)  desia  t 
er  of  custom  electronic  componerj  m 
based  in  Elkhart,  Ind.  Four  years  a  ^ 
Dynamics  Corp.  of  America  bought  j 
block  of  CTS  stock.  That  sent  t  1 
shares  above  50.  Then  Dynamii  5 
Corp.  sold  some  of  its  position,  ai  til 
CTS  stock  pulled  back  to  the  mid-3Q  e; 

But  last  year  Dynamics  bought  a  », 
other  million  CTS  shares  at  43.  Th  a 
raised  its  holding  to  27.5%  of  the  I 
million  common  outstanding.  Wh« 
CTS  management  failed  to  find  j 
white  knight,  the  shares  again  fell  1 
the  30s. 

We're  not  through.  Last  Decembe 
AVX  Corp.  offered  paper  nominal! 
worth  $35  for  each  CTS  share.  D 
namics  Corp.  countered  with  $37.5 
and  AVX  quickly  dropped  out.  As 
now,  Dynamics  Corp.  has  an  optic 
to  increase  its  CTS  stake  to  35%,  at) 
price  of  $29.63  per  share,  cash.  D 
namics  also  has  three  of  the  sev^ 
seats  on  the  restructured  CTS  boarl 
Robert  Hostetler,  the  CTS  chief  exei 
utive  officer  who  turned  down  a! 
Dynamics'  offers,  is  out. 

The  question,  of  course,  is  this: 
CTS  Corp.  worth  all  the  fuss?  Laj 
year  the  company  lost  $4.21  a  shai 
from  continuing  operations,  vs.  a  pol 
itive  $1.38  in  1985.  At  a  recent  25,  tq 
stock  languished  near  its  12-mont 
Big  Board  low. 

Note,  however,  that  much  of  thi 
earnings  decline  was  caused  by  a  bi 
charge  the  company  took  on  its  print 
ed  circuit  board  business.  This  hs\ 
struggled  of  late.  Now  CTS  plans  6 
sell  the  division.  Writing  off  circui 
boards  shaved  book  value  to  aroum 
$21  a  share.  But  the  balance  sheet  i 
solid,  capital  spending  is  down  am 
there's  even  some  cash  in  the  till. 

The  telecommunications  market  i 
flat  (AT&T  and  Northern  Telecofl 
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ig  CTS  customers).  However,  or- 
i  for  data  processing  components 

urprisingly  strong,  as  is  the  auto- 

ve  market.  Streetwalker  under- 
!  Is  that  IBM's  orders  of  CTS'  clock 

lators,  a  standard  computer  part, 
it  record  levels. 

reet  estimates  for  1987  earnings 
unning  around  $1  a  share.  That  is 
3  short  of  the  record  $4.34  CTS 
ed  in  1984  but  is  certainly  a  move 
le  right  direction.  A  couple  of 
it  investors  we  know  argue  that 
will  double  in  two  years  or  less — 
ss,  of  course,  Dynamics  Corp. 
Is  the  company  out  of  play. — T.J. 


raiian  lei  away 

oor  Amfac  Inc.  Rich  in  Hawaiian 
(and,  it  was  coveted  by  Gulf  & 

tern's  Charles  Bluhdorn,  then 
iimailed  by  Fort  Worth's  Bass 
jly.  Last  year  the  San  Francisco- 
;  quartered  conglomerate  lost 
14  million  (93  cents  a  share)  on 
j>  of  $2  billion. 

ill,  it's  hard  not  to  believe  in  a 
ipany  that  owns  57,000  acres  in 

ah,  and  Charles  Bureker  of  San 
icisco's  Sutro  &  Co.  is  a  believer. 
;ker  says  Amfac  now  realizes  its 
istrial  and  plumbing  products  dis- 
lition  businesses  are  hopeless,  and 
'out  them  up  for  sale.  Writedowns 
iiese  assets,  and  a  big  provision  to 
tr  additional  losses,  explain  last 
rs  red  ink. 

(xause  Amfac  will  remain  a  major 
ributor  of  pharmaceuticals  and 
[trie  products,  Bureker  continues, 
h  is  enormous  earnings  leverage. 
In  it  last  turned  a  profit  ($1.74  per 
le  in  1985),  the  net  margin  was 
iit  1.5%.  Bureker  thinks  an  in- 
Ise  to  2.5%  would  yield  another 
million  of  earnings,  or  some  $  1 .20 
|  ire.  Meanwhile,  Amfac  continues 
i:organize  its  hotel  and  real  estate 
Lings,  both  in  Hawaii  and  on  the 
inland.  Bureker  looks  for  Amfac  to 

90  cents  a  share  this  year,  $2  next. 

hat  of  the  Hawaiian  acreage?  A 
bf  it  is  used  for  sugarcane  cultiva- 
i  and  can't  be  easily  developed. 
;ker  believes  that  only  around 

0  acres  have  development  poten- 
over  the  next  10  to  20  years.  Still, 
gures  Amfac's  current  book  value 
stween  $40  and  $45  a  share.  Re- 
:  price  for  the  18.7  million  (fully 
ted)  NYSE  shares:  28%.  So  even  if 
learnings  leverage  fails  to  increase 
ply,  Bureker  feels  comfortable 
-l  the  asset  value  cushion.  He  is  in 

1  company.  Robert  E.  Torray  ac- 
its  own  7.8%.— T.J. 


The  Rio  Grande 
Cutthroat  Trout 
are  biting 
at  Forbes 
Magazine's 
400-square-mile 
Trinchera  Ranch 
in  the  Colorado 
Rockies-and 
you're  invited  to 
try  your  luck. 


One  of  the  rarest  sporting 
fish  in  the  U.S.,  the  Rio 
Grande  Cutthroat  Trout, 
as  well  as  the  Yellowstone 
Cutthroat,  Rainbow  and  Brook 
Trouts  are  all  native  to  our 
streams  and  waiting  for  dedi- 
cated and  amateur  anglers  to 
hook-up  with  'em  at  the  Forbes 
Trinchera  in  Southern  Colorado. 

For  full  details  on  how  you  can 

spend  a  few  spectacular  days 
(maybe  bring  a  favorite  client?) 
in  this  magnificent  setting,  call: 
Fishing  Manager 

Forbes  Trinchera 

Fort  Garland,  CO  81133 
303/379-3263 


Ranch 


Now,  international  bonds  for 
independent  investors! 


T.  Rowe  Price  International  Bond  Fund 

By  investing  in  top-quality  foreign  bonds,  this  Fund  offers  you 
high  income  potential  and  overseas  diversification— with  all  the 
conveniences  of  a  sales-commission-free  mutual  fund.  It  also  offers 
potential  capital  appreciation  through  foreign  currency  and  interest 
rate  changes.  Yield  and  share  price  will  vary.  $1,000  minimum 
investment  ($500  for  IRAs).  No  sales  charges.  Call  weekdays 
8:30  am  to  10  pm,  Sundays  10  am  to  4  pm  EST:  1-800-638-5660. 


T.RowefticejBL 

Invest  With  Confidence  VEJftk 

Mail  to:  T.  Rowe  Price 
100  East  Pratt  Street,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  with  more 
complete  information,  including  manage- 
ment fees  and  other  charges  and  expenses. 
I  will  read  it  carefully  before  1  invest  or 
send  money. 

Name 
Address 


Cirv 


State 


Zip  IBF170 

53 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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International  Playtex   
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AMERICAN  BUSINES 

&  THE  ARTS 


i 


A  FORBES  SPECIAL  ADVERTISING  SUPPLEMENT 
CELEBRATING  20  YEARS  OF  SUCCESSFUL 
COLLABORATION  BETWEEN  THE  BUSINESS 
AND  ARTS  COMMUNITIES 


FORBES'  70th  and  The  Business  Commit- 
tee for  the  Arts'  20th  add  up  to  a  special 
opportunity  for  business  arts  sponsors  to 
promote  their  programs  to  highly  affluent 
consumers  and  influential  executives. 
American  Business  and  the  arts  is  timed 
to  take  advantage  of  two  important  mile- 
stones -  the  Business  Committee  for  the 
Arts'  20th  year  and  FORBES'  70th  Anniver- 


sary issue.  This  special  advertising  supple- 
ment is  the  third  collaboration  between 
FORBES,  the  Committee  and  the  business 
community,  and  will  focus  on  the  most 
successful  business-arts  partnerships  over 
the  past  two  decades.  The  text  will  be 
written  in  cooperation  with  the  Business 
Committee  for  the  Arts. 


ISSUE  DATE:  FORBES'  JULY  13TF 
70TH  ANNIVERSARY  ISSUE 
AD  CLOSING:  MAY  18,  1987 


FORBES  invites  businesses  supporting 
arts  through  permanent  private  collec 
museum  exhibitions,  the  performing 
public  broadcasting,  community  sport 
ships  and  other  innovative  programs 
participate  in  this  opportunity.  The  su 
ment  offers  valuable  benefits  for  adve| 
ers,  including: 

■  A  positive  environment  to  reach 
FORBES'  2.5  million  affluent  reader: 
that  is  devoted  to  the  subject  of  bus 
support  for  the  arts. 

■  For  every  full  page  of  advertising  in 
supplement,  advertisers  will  receiv( 
half  page  of  text  on  their  business-a 
partnerships. 

■  Reader  service  card  generating  qua 
responses. 

■  Free,  full-color  reprints  and  bonus  < 
tribution  for  all  advertisers. 

■  Appear  in  FORBES'  celebrated  70th  4 
niversary  issue,  a  major  publishing 
event  providing  extended  visibility, 
gevity  and  newsstand  distribution. 


Promote  your  company's  commitment 
to  the  arts  by  participating  in  FORBES' 
AMERICAN  BUSINESS  AND  THE  ARTS  spe(j 
advertising  supplement.  For  reservatioi 
and  information  contact  Arnold  J.  Prive 
at  (212)  620-2224  or  call  your  FORBES 
representative. 


Forbes  „ 

Capitalist  Tool 

*   Fofbes  Magazine— 60  Fifth  Ave  N  Y  NY  l001f| 


Flashbacks 


'The  more  things  change. . . ." 
ems  from  past  issues  of  Forbes 


iy  years  ago  in  Forbes 

n  the  issue  of  April  15,  1927) 


ry  Ford  as  he  looked  in  1927,  attired 
>oolen  skating  cap 


:nry  Ford  has  allowed  his  name  to 
i  made  sponsor  for  cruel  accusa- 
hs.  His  charge  that  prominent  Jews 
i:e  conspired  to  bring  about  a  hate- 

i  domination  of  American  finance, 
<  a  still  more  hateful  oppression  of 
j.erican  laboring  men  and  farmers, 
lot  a  matter  of  grave  concern  to 
use  whom  he  has  immediately  at- 
<ed.  .  .  .  But  this  tide  of  race  cal- 
ny  has  swept  on,  in  the  columns  of 

l|' Dearborn  Indepetident,  until  it  has 

\i  lught  pain  and  suffering  to  millions 

o American  citizens." 

— New  York  Times  editorial 


/  Silk  Hosieiy  plant  in  Indianapolis 


Edited  by  Dero  A.  Saunders 

"The  upheaval  in  China,  although 
largely  ignored  by  stock  market  trad- 
ers, is  occasioning  concern  in  the 
highest  financial  circles.  The  end  is 
not  yet  within  sight.  Then,  Mexico 
and  Nicaragua  still  occasion  uncer- 
tainty. And,  naturally,  leaders  are  be- 
ginning to  turn  their  thoughts  to  do- 
mestic politics.  The  financial  com- 
munity would  cordially  welcome  a 
frank  declaration  from  President  Coo- 
lidge  that  he  stands  ready  to  accept 
another  nomination." 


Fifty  years  ago 

(From  the  issue  of  April  15,  1937) 

"Washington  is  working  itself  into  a 
dither  over  foreign  buying  of  our  secu- 
rities. 'Pass  a  law!'  is  the  cry. 
.  .  .  What  are  the  facts?  Foreign  pur- 
chases of  American  securities  last 
year,  according  to  our  own  Treasury, 
were  $601  million,  and  in  1935,  $317 
million.  Seeing  that  the  market  value 
of  the  stocks  listed  on  the  New  York 
Stock  Exchange  alone  aggregates  $62 
billion,  surely  these  foreign  purchases 
need  occasion  no  panicky  alarm." 

"Many  everyday  uses  for  the  electric 
eye,  such  as  opening  doors  in  restau- 
rants and  stations,  counting  traffic  at 
intersections  and  items  in  packing, 
and  stopping  machinery  when  an  op- 
erator puts  his  hand,  finger  or  any  part 
of  his  body  too  near  the  danger  zone, 
have  made  the  public  aware  of  its 
value  as  a  watchman.  But  a  new  use 
for  it  as  a  snare  for  burglars  was  dem- 
onstrated recently  and  gave  results 
which  were  almost  unbelievable." 


Twenty-five  years  ago 

(From  the  issue  of  April  1 5,  1962) 

"While  Elizabeth  Taylor  fiddles  with 
lawyers  and  the  press,  executives  of 
Twentieth  Century-Fox  Corp.  are 
burning  up  over  mounting  production 
costs  of  her  picture  Cleopatra,  still  in 
production  in  Rome.  Having  sunk  a 
record  $22  million  into  the  film  thus 
far,  Fox,  to  break  even,  must  reported- 
ly gross  $35  million  to  $40  million  at 
the  box  office — a  trick  turned  only  by 
Ben  Hur  ($40  million)  and  Gone  with 
the  Wind  ($41  million)." 

"Among  recent  financial  debacles, 

General  Dynamics'  deficit  [of  $140 
million]  exceeded  by  $40  million  the 
loss  that  Studebaker-Packard  suffered 
in  1956.  It  dwarfed  the  $33  million 


loss  of  Chrysler  Corp.  in  1958  and  the 
$42.9  million  licking  Lockheed  Air- 
craft Corp.  took  in  1960.  Losses  from 
GD's  commercial  jet  airliner  pro- 
grams mounted  to  $214.5  million  for 
the  year  and  brought  total  losses  on  the 
project  to  a  shocking  three-year  total  of 
$470  million.  Ford  Motor  Co.  lost  less 
than  half  of  that  on  its  ill-starred  Edsel 
automobile  in  the  mid-1950s." 


Ten  years  ago 

(From  the  issue  of  April  15,  1977) 

"Among  the  fastest-growing  commu- 
nications devices  today  are  the  elec- 
tronic pagers  known  as  beep- 
ers. .  .  .  Though  the  basic  technology 
is  old  .  .  .  the  beeper's  high  costs  and 
limited  service  so  discouraged  cus- 
tomers that  only  33,000  units  were  in 
use  by  1966.  But  .  .  .  with  most  of  the 
technological  wrinkles  smoothed  out 
in  the  last  two  years,  Boston's  Arthur 
D.  Little  projects  near-term  growth  at 
30%  to  35%  annually,  to  some  3.2 
million  units  by  1985." 


Huge  North  Sea  Ninian  field  production 
platform  weighs  over  600,000  tons 


"For  most  of  1976  the  stock  market 
marked  time  and  commodity  prices 
edged  downward.  Meanwhile,  the  val- 
ue of  good  farmland  in  Illinois  in- 
creased by  40%.  Choice  Corn  Belt 
tracts  can  now  bring  nearly  $5,000  an 
acre,  and  values  there  lead  a  nation- 
wide trend:  On  the  average,  an  acre  of 
U.S.  farmland  sold  for  $200  as  recent- 
ly as  1971.  Today  it  goes  for  $450." 
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No  people  do  so  much  harm 
as  those  who  go  about 
doing  good. 
Mandell  Creighton 


As  soon  as  people  fix 
one  shame  of  the  world, 
another  turns  up. 
Ed  Howe 


Everything  is  good  or 
everything  is  bad, 
according  to  the 
votes  they  gain. 
Baltasar  Gracian 


Unless  the  reformer  can 
invent  something  which 
substitutes  attractive 
virtues  for  attractive 
vices,  he  will  fail. 
Walter  Lippmann 


Things  have  got  to  be 
wrong  in  order  that 
they  may  be  deplored. 
Whitney  Griswold 


When  Dr.  Johnson  defined 
patriotism  as  the  last 
refuge  of  a  scoundrel, 
he  ignored  the  enormous 
possibilities  of 
the  word  reform. 
Roscoe  Conkling 


All  reformers,  no  matter  how 
strict  their  social  conscience, 
live  in  houses  just  as  big  as 
they  can  pay  for. 
Logan  Pearsall  Smith 


It  is  essential  to  the 
triumph  of  reform  that 
it  never  succeed. 
William  Hazlitt 


What  has  always  made  the 
state  a  hell  on  earth 
has  been  precisely  that 
man  has  tried  to 
make  it  his  heaven. 
Friedrich  Holderlin 


Thoughts 

on  the  Business  of  Life 


Modem  psychology  has  exploded  the 
old  idea  that  a  man  is  born  u  'ill > 
certain  mental  powers,  and  with 
these  he  mast  be  content  until  the 
day  of  his  death.  We  all  know  that 
if  the  muscles  of  our  arms  are  weak, 
we  can  develop  them  by  exercise;  and 
if  our  memory  is  weak  we  can  develop 
it.  It  is  equally  possible  to  develop 
any  other  personal  qualities  if  we  go 
about  it  in  the  right  way.-  but  most 
people  haven't  the  remotest  idea 
how  to  go  about  it. 
B.C.  Forbes 


A  reformer  is  a  guy  who 
rides  through  a  sewer  in 
a  glass-bottomed  boat. 
Jimmy  Walker 


A  concern  with  the  perfectibility 
of  mankind  is  always  a  symptom 
of  thwarted  or  perverted 
development. 
Hugh  Kingsmill 


We  are  reformers  in  the  spring 
and  summer;  in  autumn  and 
winter  we  stand  by  the  old; 
reformers  in  the  morning, 
conservers  at  night. 
Ralph  Waldo  Emerson 


Men,  whose  trade  is  rat-catching, 
love  to  catch  rats;  the  bug 
destroyer  seizes  on  his  bug  with 
delight;  and  the  suppressor  is 
gratified  by  finding  his  vice. 
Sydney  Smith 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Every  Utopia  about  to  be  realize 
resembles  a  cynical  dream. 
E.M.  Cioran 


If  man  is  only  a  little  lower 
than  the  angels,  the  angels 
should  reform. 
Mary  Little 


There  are  many  things  we  despi 
in  order  that  we  may  not  have 
to  despise  ourselves. 
Vauvenargues 


In  efforts  to  soar  above 
our  nature  we  invariably 
fall  below  it. 
Edgar  Allan  Poe 


Nagging  is  the  repetition 
of  unpalatable  truths. 
Edith  Summerskill 


A  Text .  . . 

Let  your  light  so  shine 
before  men,  that  they  may 
see  your  good  works,  and 
glorify  your  Father  which 
is  in  heaven. 
Matthew  5:16 


Sent  in  by  Gail  Cohen,  Jamaica  Pla 
Mass.    What's    your    favorite  text? 
Forbes  Scrapbook  of  Thoughts  on  the  Bi 
ness  of  Life  is  presented  to  senders 
texts  used. 


It  is  dangerous  to  be  right  in 
matters  on  which  the  established 
authorities  are  wrong. 
Voltaire 


"Every  reform,  however  necessary, 
will  by  weak  minds  be  carried  to 
an  excess  which  will  itself 
need  reforming. 
Samuel  Taylor  Coleridge 


Nothing  so  needs  reforming 
as  other  people's  habits. 
Mark  Twain 
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©1987  GTE  SPACENET^ 


It  was  a  ballsy  spring  day  in  Athens,  490  B.C. 

An  exhausted  messenger  staggered  up  the 
steps  of  The  Parthenon  and  with  his  dying 
breath  gasped  news  of  a  Greek  victory  over  The 
Persians  some  26  miles  away  at  Marathon. 

Phidippedes  immortalized  a  principle 
which  applies  today  to  the  battlefields  of 
Intercorporate  War:  the  critical  importance  of 
fast,  accurate  communications  from  the  front 
lines  to  headquarters. 

If,  by  3  PM,  you  do  not  know  how  many 
beefburger?,  round-trip  tickets,  designer 
turtlenecksi  or  3-year  CDs  you  sold  nationwide 
this  morning,  you  cannot  truly  know  if  you  are 
beating  Thje  Persians.  Or  if  The  Persians  are 
beating  ycii. 

Fortunately,  as  K  mart,  Days  Inns  of 
America,  and  numerous  other  firms  have  dis- 
covered, it  is  now  economically  practical  and 
strategically  imperative  to  collect  and  react  to 
such  information  via  the  satellite  systems  and 
services  m  GTE  Spacenet. 

Command  A  Thousand  Battle  Stations. 

There  ar$  dozens  of  satellite  related  firms.  But 
only  Gil  Spacenet  will  assume  total  end-to-end 


responsibility  tgard  t0  the  availability  or  Quctuatii 
ation  and  manc.a]  ()r  j()ng  distance  telephone  servn 
communication  Spacenet  system  can  usually  b 

H°4?r    inm8  m  a  new  l()(;ation  befon 
6-loot  dish  antinernen  (;an  string  up  a  back-up. 

b!u;;h(^Sfcnteiiigence«lfechnolooyTpiumDii! 

Troy,  Michigarnet  has  combined  a  century  of  C  I  I 
cations  of  a  GTation  experience  with  a  12-year, 

For  exampar  plus  investment  in  construction,  I 
Boston  auto  sh^d  the  fine-tuning  of  a  million  opei 
650cc  convertible 

in  stock,  anywl'ur  (soon  to  be  six)  satellites  are  part 
can  find  it  in  s<-nt  geosynchronous  orbit  22,300 
Central  Invente  d  the  equator.  We  monitor  them  an 
uionDnnm  nfii'm^ssion  traffic  from  our  multimillii 
v\    ™?         r°l  Center  in  McLean,  Virginia. 
Yesterday,  you  ?er  COmpany  can  offer  such  a  com 
the  oak  and  teQgrated  system  of  technology  and 

Rk  ay,  you-sonnei 
mg  up,  lacing  lin  put  our  s\^[\\s  t(J  work  for  y()U 
alphanumeric  a  mture  is  bright  for  those  who  p|an 

t!,  1  o0nttt0  war  mllV  informed.  Let  us  brin« 
I  he  Board  )f  viCtory  from  af ar. 
We  can  equip  \ 

display,  compuf^  SpaCetiet 


McLean,  Virginia  22102. 
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THE  NATION'S  LARGEST  COMPANIES 
RANKED  FOUR  WAYS 

128  Introduction 

Downsizing  seems  to  be  in  style. 

130  The  Forbes  Sales  500 

Combined  sales:  $2.6  trillion. 

140  The  Forbes  Profits  500 

Profits  have  been  climbing  at  3.5%  a  year  over  the  past  fit 
years.  That's  barely  more  than  the  rate  of  inflation. 

156  The  Forbes  Assets  500 

The  shuffle  of  assets  at  the  top  is  keeping  dealmakers  bus 

168  The  Forbes  Market  Value  500 

Combined  bull  market  value:  $1.8  trillion. 

183  The  Forbes  500s— Jobs  And  Productivity 

Companies  ranked  by  profits,  sales  and  assets  per  emplo 
ee  within  each  industry  group. 

199  Ranking  The  Forbes  500s 

A  composite  list  of  companies  that  show  up  on  at  least  or 
of  The  Forbes  500s  rosters. 

232  The  Forbes  500s  On  Wall  Street 

Earnings  forecasts  and  other  shareholder  data. 

278  Where  To  Find  The  Forbes  500s 
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You  can't  escape 
the  responsibility  of  tomorrow 
by  evading  it  today. 
—Abraham  Lincoln 
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FORESIGHT 

Your  corporate  horizon  extends  far  beyond 
the  next  quarterly  report. 

Something  you  may  forget  in  the  heated 
struggle  for  profits  and  market  share. 

Existing  solely  in  the  present  catches  up 
with  you.  Risks  so  lightly  ignored  arrive 
unannounced,  often  with  devastating  effects 
on  your  physical  plant,  your  morale,  your 
balance  sheet. 

Fireman's  Fund  protects  you  against  these 
unforeseen  risks.  We've  been  there  before. 
We  understand. 

But  what  really  sets  us  apart  from  ordinary 
insurance  companies  is  our  ability  to  anticipate 
and  to  respond.  The  result  of  concentrating  all 
our  energies  on  what  we  do  best — property  and 
casualty  insurance. 

You  know  you're  covered  with  Fireman's 
Fund  because  virtually  every  underwriting 
decision  that  affects  you  is  made  by  experts 
well-acquainted  with  your  particular  business. 

And  because  the  select  independent  agents 
who  work  with  us  skillfully  manage  your  risk 
coverage  through  changing  circumstances. 

Most  important,  you  know  that  claim 
settlement  will  be  swift  and  uncompromisingly 
honest.  We're  nearly  $10  billion  strong  in 
assets,  with  the  financial  integrity  to  match. 

Fireman's  Fund.  Cover  the  risl«^v 
and  tomorrow  can  only  bring 
rewards.  That's  been  our     r  ni^^^Lv 

FIREMAN  S  FUND 

INSURANCE  COMPANIES 

123  years  of  tomorrows. 
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Prunes — are  they  manufactured  or  mined? 

When  this  magazine  ran  its  first  annual  directory  of  the  larg 
corporations,  18  years  ago,  we  used  not  one  but  four  criteria 
select  companies.  Wasn't  this  a  needless  complication?  Is 
Earlier  500s  printed  elsewhere  were  based  on  simple  rever 
size.  Patently  ridiculous.  If  revenues  were  all  that  matter 
supermarket  chains  would  be  rated  as  bigger  than  some  serv 
and  industrial  companies  many  times  their  importance. 

Is  there  no  single  measure  of  bigness?  Not  an  ideal  one.  I 
profits  as  your  sole  criterion  and  you  conclude  that  Bethleh 
Steel  and  Dresser  Industries  aren't  big  companies.  Use  marl 
value  and  tiny  Genentech  looms  over  General  Dynamics  z 
Gillette.  Use  assets  and  the  banks  take  over  the  list.  There  is 
perfect  single  measure,  but  by  using  all  four  of  these  tests, 
have  truly  assembled  the  most  important  companies  in  the  U 

Lest  readers  become 
confused  by  the  obvious 
differences  between  The 
Forbes  500s  and  the  For- 
tune 500,  we  remind  you 
that  Fortune  uses  a  single 
criterion:  revenues.  But, 
far  from  being  simple,  that 
leads  to  complications. 
Not  wanting  to  see  its  500 
dominated  by  retailers, 
Fortune  excludes  any  big 
corporation  that  does  not 
derive  at  least  half  its  reve- 
nues from  mining  or  man- 
ufacturing. In  conse- 
quence of  this  arbitrary 
rule,  it  has  been  forced  to 
make  arcane  distinctions 


The 

Forbes 

500s 


In  last  year's  list  Fortune  determiu 
that  Capital  Cities  Communications  was  a  manufacturing  ci 
cern  but  CBS  was  not.  Halliburton  didn't  fit  in,  but  S1 
Diamond  Growers,  the  prune,  raisin  and  walnut  firm,  did.  (! 
you  manufacture  prunes  or  mine  them?)  If  Time  Inc.'s  cat 
operations  take  off,  or  it  folds  some  magazines,  Fortune  v 
have  to  take  its  own  parent  off  the  Fortune  500. 

Why  does  it  matter?  For  the  790  companies  in  this  directc 
inclusion  is  a  statement  that  they  have  arrived.  Twenty  yfl 
ago  Food  Lion  was  a  struggling  chain  of  seven  supermark 
hovering  near  break-even.  Today  the  firm  employs  19,000 
makes  three  of  our  four  lists. 

The  manufacture  of  this  directory,  a  task  overseen  by  Sec 
Editor  Steve  Kichen  and  Statistics  Editor  Don  Popp,  was  mi 
possible  by  the  long  hours  of  a  crew  that  includes  Chai 
Bartlett,  Eric  Hardy,  Ann  Oliver,  Mike  Ozanian,  Derek  Pare 
Tina  Russo,  Carsten  Thode  and  Melody  Wagstaff — and  by 
expanded  memories  of  our  AT  computers.  "Carsten,  our  j 
grammer,  had  to  use  seven  software  packages  to  make  t 
work,"  says  Kichen.  "But  that's  nothing.  Wait  until  you  see 
bill  from  the  Chinese  takeout  place." 


Assistant  Managing  Edi 
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iHowa  luxury  car 
stould  mcM9  you™ 

V^/.Few  cars  in  tne  world  have  the  ability  to  overwhelm  your  senses 
This  is  one  of  them. 

The  1988  Town  Car  still  possesses  that  kind  of  emotional  power 
because  it  still  possesses  the  enduring  virtues  of  this 
automotive  class.  • 

Undiminished  size.  Uncompromised  comfort. 
And  an  unmistakable  road  presence  that  separates  it 
dramatically  from  the  rest  of  the  field. 

That  kind  of  distinctiveness  alone  / 
is  enough  to  move  many  to  Town  Car. 
Yet  Town  Car  has  substantial 
credentials  in  other 
areas  as  well 


A  5.0LV-8  engine 
with  sequential  multi-port  fuel  injection. 
A  trunk  that  can  honestly  carry  the  name.  Along  with 
lots  of  luggage.  An  available  12-speaker 
Ford  JBL  Audio  System  that  can  be  further  enhanced  by 
the  addition  of  a  compact  digital  disc  player.  If  those  are  the 
things  that  move  you  in  a  luxury  car,  we  invite  you  to  consider 
Ik  |/~V^\|  k  I  the  1988  Lincoln  Town  Car.  An 

I  >jv^V^L  automobile  that  shares  your  view 

What  a  luxury  car 
should  be. 

lor  more  informoiion,  call  7  800  822-9292.  Buckle  up-iogethe'rwe  con  save  lives. 
Lincoln-Mercury  Division  CZfad^)  .  /  ,':] 


i1  m  fKwi 


Follow-Through 

Edited  by  John  A.  Conwa\ 

Treasure 
in  the 
trash  pile 

Mar  10,  1986 


The  garbage  business  has  a  history 
of  big  companies  trashing  family- 
size  outfits.  Forbes  found  a  notable 
exception  last  year — Chambers  De- 
velopment Co.,  founded  by  John  Ran- 
gos  Sr.  in  the  1960s.  Its  1985  sales 
were  $20  million,  and  six  months  af- 
ter going  public  in  September  1985, 
its  market  value  had  reached  S66  mil- 
lion. One  danger  sign  Forbes  noted 
was  Chambers'  debt,  already  59%  of 
capital  and  risky  in  the  garbage  busi- 
ness, where  hauling  contracts  are  re- 
negotiated every  few  years. 

Yet,  in  spite  of  the  high  debt, 
Chambers  is  still  growing  at  a  phe- 
nomenal clip.  Last  year  revenues  rose 
55%,  to  $31  million,  and  earnings 
grew  70%,  to  $5.1  million.  The  com- 
pany generated  36%  of  its  growth  in- 
ternally, according  to  Rangos. 

But  Chambers  also  went  on  an  ac- 
quisition spree,  using  $27.5  million 
worth  of  convertible  debentures  and 
$18.5  million  in  cash  to  buy  16 
firms — including  three  landfills  in 
Pennsylvania  and  the  Carolinas  and 
nine  hauling  companies  in  Pennsyl- 
vania, Georgia  and  South  Carolina. 
That  raised  debt  to  75%  of  capital 
(cut  to  50%  last  month  when  Cham- 
bers called  the  debentures,  exchang- 
ing them  for  common  stock).  Rangos 
also  picked  up  four  more  security- 
guard  companies,  bringing  his  total 
security  business  to  10%  of  earnings. 
Moreover,  Rangos  intends  to  keep  on 
buying. 

Chambers  has  now  raised  prices  to 
match  its  competitors',  giving  the 
firm  14%  aftertax  margins.  But,  Ran- 
gos says,  Chambers'  landfills  offer  ser- 
vices competitors  do  not  always  have, 
such  as  waste-treatment  plants  and 
landfill  linings  to  prevent  leaching. 

A  landfill,  in  fact,  gave  Rangos  his 
biggest  boost.  When  his  partner  was 
bought  out  by  Browning-Ferns,  a  bil- 
lion-dollar Houston  competitor,  in 
the  late  Sixties,  part  of  the  deal  left 
Rangos  owning  half  of  a  142-acre 
landfill.  Ten  years  later,  when  the 


Pittsburgh  dumping  contract  came  up 
for  bids,  that  landfill  helped  him  win 
it.  By  offering  to  haul  directly  to  his 
fill,  bypassing  the  transfer  stations  his 
rivals  used,  he  was  able  to  cut  his  fees 
to  about  $4  a  ton,  almost  two-thirds 
less  than  the  old  contract. 

The  cautions  Forbes  pointed  out  a 
year  ago  still  hold,  however.  Cham- 
bers' stock  has  been  trading  in  the 
high  20s,  giving  it  a  market  value  of 
more  than  $280  million.  That  makes 
it  a  highflier — with  a  price/earnings 
multiple  of  nearly  45  and  a  market 
value  that  figures  out  to  a  158%  pre- 
mium over  assets. 


Tort 

reform — 
bit  by  bit 

Aug.  11,  1986 


Last  summer  Forbes  deplored  what 
it  called  "the  tort  reform  quag- 
mire" and  the  growing  burden  of  legal 
fees  and  insurance  rates  resulting 
from  liability  cases  that  Americans, 
private  and  corporate,  had  to  bear.  Re- 
form had  started,  but  it  was  off  to  a 
shaky  start.  New  Hampshire  had  put 
an  $875,000  limit  on  noneconomic 
damages,  for  example,  but  few  court 
awards  ever  got  that  high.  California, 
Colorado,  Maryland  and  Indiana  had 
enacted  better  reforms,  but  Forbes 
concluded  that  much  more  was  need- 
ed, particularly  a  return  to  the  idea  of 
tying  liability  to  fault,  once  the  rule 
but  now  forgotten. 

Since  then,  other  states  have  joined 
the  effort  to  bring  the  liability  mon- 
ster under  control.  Last  September  Il- 
linois passed  a  law  blocking  payments 
to  plaintiffs  in  negligence  and  product 
liability  cases  who  are  themselves 
more  than  50%  at  fault.  Arizona  vot- 
ed a  similar  law  in  February  that 
should  effectively  prevent  plaintiffs 
in  injury,  property  damage  or  wrong- 
ful death  cases  from  collecting  from 
the  least  responsible  defendants  sim- 
ply because  they  have  the  most  insur- 
ance coverage. 

New  Mexico  has  also  just  passed  a 
new  bill  that  limits  liability,  cutting 
any  award  by  the  percentage  that  the 
plaintiff  is  responsible  for  the  injury. 


In  Georgia,  two  bills  limiting  liabih 
in  some  cases  are  awaiting  the  gove 
nor's  signature. 

Even  the  American  Bar  Associatic 
is  now  calling  for  tort  reform.  Aft 
heated  debate  at  a  meeting  of  400  dt 
egates  in  New  Orleans,  an  ABA  A 
tion  Commission  offered  20  recor 
mendations  to  improve  the  tort  sy 
tern.  They  included  limiting 
eliminating  liability  for  defendan 
less  than  25%  responsible  for  a  lo< 
and  disallowing  punitive  damages 
cases  of  "ordinary  negligence."  Tl 
ABA  also  recommended  that  there  I 
no  ceilings  on  pain  and  suffering  dai 
ages  but  did  call  for  courts  to  adju 
excessive  verdicts. 

The  ABA  move  gave  heart  to  tc 
reformers.  Says  Mary  Belgrade,  go 
ernment  affairs  counsel  at  the  Al 
ance  of  American  insurers  in  Schaui 
burg,  111.,  "This  is  not  a  giant  step,  b 
it's  a  step  forward." 


Promises, 
promises 

Mar.  9,  1987 


A month  ago  Forbes  predicted  th 
Marvin  Griffin  Jr.,  48,  chief  exe 
utive  of  Coca-Cola  Bottling  Co.  Co 
solidated  in  Charlotte,  N.C.,  wou 
see  the  last  of  his  problems  when  ] 
reported  results  for  what  looked  like 
bad  1986  fourth  quarter.  Not  quit 
When  the  numbers  came  out,  Griff 
went  out  with  them. 

1.  Frank  Harrison,  the  reclusi' 
Tennessee  multimillionaire  who  co 
trols  Coke  Consolidated,  hired  Griff 
in  1983.  The  new  man  immediate 
started  buying  up  other  bottlers,  not 
bly  Wometco  Coca-Cola  for  S300  m 
lion,  accumulating  heavy  debt  ai 
selling  off  assets  to  pay  for  them. 

Coca-Cola  itself  compounded  Gr 
fin's  woes.  In  1985  the  mother  comp 
ny  in  Atlanta  introduced  New  Coke 
marketing  disaster  that  hurt  all  i 
bottlers.  Then  it  began  selling  a  line 
foreign-made  Coke  clothing,  b; 
news  and  bad  sales  for  a  company 
the  heart  of  the  Carolina  textile  cou 
try.  Finally,  Coke  sold  half  its  hoi 
mgs  in  its  company-owned  bottlei 
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The  only  Vodka 
imported  from  Russia. 


No  matter  how  you  drink  it 
Stoli's  smoothness  comes  through. 


A  Tradition  Of  Service 


Right  in  the  heart  of  Houston's  financial  and  theatre  district 
with  the  kind  of  personal  service,  warmth  and  charm  that 
only  a  93-room  hotel  can  provide.  Complimentary  limousine 
downtown,  full  health  club  facilities.  And,  most  of  all,  a  staff 
dedicated  to  your  personal  service.  So  you  can  keep  your  mind 
on  business. 


ILANCASTER 


701  Texas  Avenue.  Houston.  Texas  77002  •  713/228-9500  •  8001231-0336  •  Telex  790-506 
Member:  Small  Luxury  Hotels ...  A  Lancaster  Group  Hotel 

mmsm.  yam  mmmmmmmms^mmmmmmmmmm^ 


ARE  YOU  IN  BETTER 
SHAPE  THAN  YOUR  INVESTMENTS? 


Perhaps  you  should  consider  Founders  no-load  Growth  Fund.  For  the  12  months 
ended  1/29/87  the  Fund  provided  a  total  return  of  30.5%*.  The  Fund  invests  in  carefully 
seiected  companies  with  established  reputations  for  above  average  earnings,  excellent 
management  and  proven  products  —  companies  we  consider  most  likely  to  meet  the 
Fund's  objective  of  long-term  growth  of  capital.  What's  more,  Founders  has  •  no 
commissions  •  no  deferred  sales  charges  •  no  fees  for  asset  switching  among  our 
Funds.  You  can  even  open  your  account  —  including  retirement  plans  for  individuals 
and  the  self-employed  — by  phone.  So  put  your  feet  up  and  give  us  a  call. 


24-Hour  Request  Line: 

1-800-525-2440 

(In  Colorado:  1-800-874-6301 ) 


Founders 

810  Cherry  Creek  Nat  l  Bank  Bldg. 
3033  East  First  Avenue 
Denver,  Colorado  80206 


Call  (or  a  prospectus  containing  more  complete  intormation  about  management  fees  and  expenses  Read  it  carefully 
before  you  invest.  'From  1  .1/77  to  1/29/87  theFund'stotalreturnwas407  9%  Performancefiguresincludechangeinshare 
price  and  reinvestment  of  dividends  and  capital  gains  distributions  and  updates  page  2  of  the  prospectus  Net  asset  value 
will  fluctuate  as  market  conditions  change  and  past  performance  is  no  guarantee  of  future  results 


further  damping  investor  interest  i 
Coke  Consolidated,  then  the  onl 
publicly  traded  Coke  bottler. 

These  decisions  helped  drive  dowi 
Coke  Consolidated's  earnings  fronj 
continuing  operations  to  $1.51  pa 
share  in  1985.  When  Coke  Consoli 
dated  announced  a  S22.5  million  lost 
for  the  last  quarter  of  1986  and  a  SI. 
million  loss  for  the  year,  Griffin,  wru 
had  been  vocally  betting  on  improve 
mcnt,  had  no  choice  but  to  resign. 

"A  management  change  was  need 
ed  and  appropriate,"  says  Lee  Wilder, 
who  follows  the  company  for  Atlan 
ta's  Robinson  Humphrey.  Wilder,  on< 
of  those  who  had  bought  Griffin' 
promises,  has  dropped  her  1987  earn) 
ings  forecast  from  $1.80  a  share  t< 
only  40  cents. 

$  Protection 
and 

promotion 

Nor.  4,  1985 


Almost  two  years  ago,  when  doc 
tors  began  calling  condoms  th< 
only  contraceptives  that  could  helj 
prevent  AIDS,  Forbes  pointed  ou 
that  companies  making  them  wen 
headed  for  important  growth.  Withii 
a  year  that  was  borne  out  as  sale: 
climbed  10%  and  condoms  came  ou 
from  under  drugstore  counters  an< 
broke  into  full-page  magazine  adi 
and  TV  commercials.  Stock  of  Car 
ter-Wallace,  whose  Trojan  brand  ha: 
about  half  the  market,  more  thai 
doubled.  It  was  inevitable  that  th< 
exploiters  would  move  in. 

One  of  the  first  is  Ri-Jo  Manufactur 
ing,  a  small  promotional  product! 
firm  in  Phoenix,  Ariz.  It  is  packaginj 
what  it  calls  "matchless  protection,' 
matchbook-style  packets  cqntaininj 
the  contraceptives  and  designed  t( 
carry  company  logos.  They  have  beer 
available  just  over  a  month,  and  Presi 
dent  Glen  Klein  reports  he  already  ha: 
75  orders  from  everything  from  phar 
macies  and  health  departments  tc 
bars  and  chemical  companies.  Th< 
customers  include  a  Ford-Lincoln 
Mercury  dealer  in  Texas  and  a  Kawa 
saki  motorcycle  firm  in  Florida. 

Why  are  the  customers  buying?  '] 
am  doing  this  as  a  businessman  and  a: 
a  humanitarian,"  says  Paul  Glicks 
man,  a  New  York  City  tire  dealer.  Hi! 
Ri-Jo  packets  read:  "We  are  concernec 
about  our  customers." 
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The  trouble  with  a  money  leak 
in  your  business  is  you  can't  hear  it 


Let's  face  it — there  are  few  businesses 
without  operational  money  leaks. 

And  where  there's  one,  there  are  likely 
to  be  several. 

Problem  is — when  the  business 
weather  is  sunny,  even  the  most  vigil- 
ant CEO  is  unlikely  to  think  of  a  money 
leak.  Let  alone  several. 

We  know  this  because  we've  been 


around  a  long  time  and  have  found 
enough  operational  money  leaks  to 
know  not  only  where  to  look  for  them 
but  how  to  stop  them.  Pronto. 

We  can't  make  any  business— includ- 
ing yours — totally  leakproof.  But — we 
can  locate  and  stop  enough  of  them  to 
return  to  you  several  times  what  it 
cost  you  to  have  us  find  and  stop 
them. 


Alexander  Proudfoot 

Specializing  in  the  Installation  of  Productivity  Improvement 

and  Profit  Enhancement 


The  Alexander  Proudfoot  Worldwide  Family  of  Companies.  Founded  1946.  Executive  Offices:  249  Royal 
Palm  Way,  Palm  Beach,  FL  33480  (800-843-4877).  Operating  in  the  United  States,  Canada  (Toronto 
416-862-7543),  Mexico  (Mexico  City  905-254-6711),  Brazil  (Sao  Paulo  011.283.2533).  Great  Britain, 
France,  Federal  Republic  of  Germany,  Italy,  Spain,  Portugal,  Denmark,  Ireland,  Luxembourg,  The  Nether- 
lands, Belgium  (Brussels  2.511.0640),  Hong  Kong,  Malaysia,  Australia  Singapore  (65.225.4646). 
This  message  prepared  by  Alexander  Proudfoot  Communications.  L.P. 
In  Florida  call  (305-655-9300). 


In  Japan,  A 
Meeting  That 
Seems  To  Go 
Nowhere 
May  Really 
Take  Y)u  Places. 

Business  meetings  in  Japan 
may  surprise  you.  They  can 
be  long  and  go  in  many  direc- 
tions. But  you're  actually  laying 
the  foundation  for  extremely 
successful  relationships. 


Westin  s  Akasaka  Prince  Hotel 
is  also  geared  to  make  your  busi- 
ness trip  a  success.  We  have  the 
largest  rooms  in  Tokyo,  stunning 
views,  24-hour  room  service,  a 
business  center  open  longer 
than  anyone's  and  much  more. 

For  reservations  call  your  trav- 
el consultant  or  800-228-3000. 

For  our  free  "How  to  Get 
Oriented  in  Japan"  kit,  write: 
Westin  s  Prince  Hotels  of  Japan, 
700  South  Flower  Street,  Suite 
604,  Los  Angeles,  CA  90017. 

Akasaka  priWCE  HOTEL 

TOKYO 


Westin 

Hotels  8.  Resorts 

THE  PEOPLE  AND  PLACES  OF  WESTIN 


Trends 


Kdited  by  John  A.  Conway 


Finance 


A  vote  for  freer  money 

While  U.S.  Treasury  Secretary 
fames  Baker  and  the  other  big- 
power  money  men  seem  to  be  blow- 
ing hot  and  cold  on  whether  to  main- 
tain fixed  or  flexible  currency  rates, 
one  European  voice  has  spoken  out  in 
favor  of  more  flexibility.  Mark  Eys- 
kens,  Belgium's  finance  minister  and 
current  president  of  the  EEC  Com- 
mittee of  Ministers,  wants  to  give 
more  freedom  to  the  European  Mone- 
tary System,  which  regulates  the  ex- 
change rates  between  individual  Eu- 
ropean currencies.  Europe  now  allows 
various  currencies  to  move  within  a 
range  of  4.5%  before  governments  in- 
tervene to  stabilize  them.  He  wants  to 
expand  that  range  (called  variously 
the  "snake"  or  "dirty  float")  to  5% — 
not  a  huge  difference,  but  definitely  a 
step  toward  greater  market  flexibility. 
Eyskens  goes  further.  More  radically, 
he  suggests  that  foreign  ministers 
leave  exchange-rate  adjustments  to 
the  central  bankers  rather  than  to  pol- 
iticians. The  finance  ministers  are  po- 
litical creatures,  he  points  out,  who 
tend  to  let  political  considerations  of- 
ten outweigh  the  economic  basis  for 
exchange  rates.  The  technicians  at 
the  central  banks,  in  his  opinion, 
would  be  better  qualified. 


Credit 


Buy  and  fly 

Does  the  world  really  need  more 
credit  cards  and  frequent-flier 
programs?  The  airlines  think  so,  if  the 
two  are  tied  together.  Texas  Air's 
Continental  Airlines  tied  up  with  Ma- 
rine Midland  Bank  last  year,  Califor- 
nia's PSA  airline  (due  to  be  acquired 
by  USAir)  and  Maryland  National 
Bank  have  just  teamed  up,  and  Ameri- 
can Airlines  will  have  a  card  with 
Citibank.  With  the  PSA  Visa  card, 
like  the  others,  every  dollar  charged 
on  the  card  (which  can  be  used  wher- 
ever plastic  is  accepted)  earns  the  user 
a  frequent-flier  mile. 

The  card  makes  sense  for  the  air- 
lines because  the  competitive  airfares 
that  came  with  deregulation  have 
made  passengers,  particularly  busi- 
ness travelers,  loyal  to  frequent-flier 


A  PSA  airliner 
Flying  on  plastic. 


programs.  PSA  will  also  get  back  j 
undisclosed  piece  of  Maryland  M 
tional's  revenues  from  the  card.  T 
banks  stand  to  profit  as  well.  Mai 
land  National,  for  example,  thoug 
that  tying  a  card  to  free  air  milea 
would  help  to  distinguish  its  produ 
in  the  overcrowded  credit  card  m; 
ket.  The  ploy  also  puts  Marylam 
card  in  the  hands  of  traveling  bu: 
nessmen,  who  are  better  credit  ris 
than  the  bank  would  get  from  a  ma 
mailing. 


Marketing 


Diamonds — and  De  Beers- 
are  forever 

South  Africa  may  be  further  do\ 
the  list  of  diamond  product 
than  it  used  to  be,  but  it  still  rules  t 
business  where  it  counts — at  the  sal 
counter.  Last  year,  for  example,  t 
world  mined  88.7  million  carats 
diamonds,  up  33%  from  1985,  ai 
South  Africa  accounted  for  on 
1 1 .4%  of  the  total,  down  from  21% 
1981.  But  South  Africa  still  effectrv 
ly  controls  the  diamond  market  t 
cause  its  major  producer,  De  Bee 


Diamonds,  diamonds,  diamonds 
Why  South  Africa  runs  the  show. 
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In  back,  a  box  pleat 
with  hanging  loop 
adds  function  and  style 


Single-needle 
shoulders  and 
sleeve  heads 
for  smooth, 
elegant  look 


Long  barrel  cuffs 
are  anchored  with 
gauntlet  buttons. 


Extra-long  tails 

stay  neatly  

tucked  in. 


Double-track  stitching  highlights 
the  softly-rolled  collar. 
Keeps  it  neater  with  a  tie. 


It  has  a  generous 
7-button  front 

(all  buttons 
cross-stitched 
for  strength). 


Note  the 
*  placement  and 
detailing  of 
the  left 
breast  pocket. 


The  cut  is  full 
for  comfort, 
yet  civilized 
too.  Tapered 
just  enough 

to  avoid 
being  sloppy. 


We  set  out  to  make  the  world's  best  Oxford. 
This  one  comes  close.  At  $26. 50. 


>  the  Hyde  Park — one  of  the 
ainstays  of  our  impressive  Oxford 
(flection.  And  the  one  most 

ed  by  traditionalists,  for  its 
rably  old-fashioned  qualities. 
:  is  woven  of  beefy  2-ply  "20's" 

>  into  a  sturdier  weight  cloth  that 
i  back  to  the  early  days  of 

rds,  when  men  would  brook 
ng  the  least  bit  flimsy  or  flighty, 
cloth  wears  formidably,  launders 
1  and  has  an  elegant,  classy 
I  to  it. 

.nd  we  treat  it  to  a  quality  of 
ing  remarkable  for  its  $26.50 
.  Quality  we've  detailed  in  our 
by-step  "tour"  above, 
all  that  isn't  enough  to  interest 
n  our  Hyde  Park,  consider  finally 
Ne  offer  it  in  100%  cotton  or  55/45 
1,  in  solids  or  stripes,  in  one  of  the 
st  range  of  sizes  you'll  find  (from 
32  all  the  way  up  to  17V2-36). 


Why  make  so  much  of  a  single 
shirt?  Merely  to  make  a  point  about 
the  Lands'  End  philosophy  of  doing 
business. 

It  is  a  simple  philosophy  really: 

First,  quality.  Then,  price.  And 
always,  always  service. 

A  quality  item  at  a  reasonable  price 
represents  a  Lands'  End  value. 
Anything  less  is  someone  else's 
ballgame — not  ours.  What's  more, 
every  item  we  offer  you  is 
GUARANTEED.  PERIOD. 

X^^=^^^^o^  button- 


We  don't  ask  that  you  trust 
us — just  try  us.  Mail  in  the  coupon  for 
a  free  catalog.  Or  better  still  call  our 
toll-free  number,  1-800-356-4444, 
24  hours  a  day,  7  days  a  week. 


Please  send  free  catalog. 
Lands'  End    Dept.  H  O 8 
Dodgeville,  WI  53595 


Name . 


Address . 
City  


State. 


.  Zip . 


Or  call  Toll-free: 

1-800-356-4444 


In  Japan, 
TheBestTipIs 
NoTipAtAll. 

The  last  thing  you  want  to  do  in  Japan  is  offend 
your  host.  But  when  traveling  here,  tipping 
someone  could  do  just  that. 

When  choosing  hotels  we  have  some  more  valu- 
able advice.  Westin's  Prince  Hotels  of  Japan  offer 
the  perfect  choices.  Central  locations,  largest  rooms, 
most  attentive  service  and  much,  much  more. 

We  truly  know  how  to  make  international 
business  and  pleasure  travelers  comfortable.  We've 
been  doing  it  for  over  30  years.  That's  why  we've 

HTCHflH  HHHHH  HHUH  PrePareQl 

^^^^^^^^^^^^^  sj)ecial  *^I~Iouu 

Westin  Akasaka  Prince,  Tokyo's  most  elegant  hotel,  j6i  rooms,  and  H1S11V 

The  Tokyo  Prince,  484  luxury  rooms  &f  excellent  location,  .  ' 

Westin's  Kyoto  Prince,  522  rooms  &  suites  and  traditional  service.  SUggeStlOnS 

mmmmssmmmemmma^mKammmmum  to  make  your 
trip  a  great  success.  For  a  kit,  write  Westin's  Prince 
Hotels  of  Japan,  700  South  Flower  St.,  Suite  604, 
Los  Angeles,  CA  90017. 

For  reservations  call  your  travel  consultant 
or  (800)  228-3000. 


I  HF  PEOPLE  AND  PLACES  OF  WESTIN.  ^^^^E^^TI  1^ 

Ca**^C#n^jftfcU^  Hotels  &.  Resorts 
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A  Report  of  Telesis 


tory  of  progress,  intelligently  planned. 

And  for  six  straight  years,  the  story  has 
le  same.  Continued  growth.  Increased 
itivity.  Greater  financial  flexibility, 
profits. 

Not  just  promised,  but  delivered, 
lumbers  speak  for  themselves. 

iet  income  of  $1.08  billion,  a  16.2 
t  increase  over  the  previous  year. 
Revenues  up  5.6  percent  from  $8.5 
to  $8.98  billion. 
Earnings  per  share  up 
jrcentto  $5.02. 
^nd,most  recently,  an 
ant  dividend  increase 
iwo-for-one  split  of  our 
]n  stock.The  second 
dNt  in  the  last  twelve 

3. 

[his  achievement 
from  understanding 
>iness  we're  in,  and 
ig  what  direction  it's 

It's  the  result  of  tighter,  tougher  cost 
s. 

It's  the  economic  advantage  of  doing 
ss  in  California-one  of  the  world's 
growing  telecommunications  markets 
It's  the  leadership  position  our  two 
nmunications  network  companies, 
Bell  and  Nevada  Bell,  enjoy  in  serving 
lan  22  million  people-and  the  out- 
ig  performance  and  profit  that  our 
and  White  Page  Directory  business 
us. 

It's  the  ability  to  take  leading  edge 
logies  and  apply  them  to  products  and 
sour  customers  truly  need. 


And  finally,  it's  our  expansion  into  new 
high-potential  markets  such  as  cellular, 
paging  and  business  communications 
systems-  a  strategy  we  believe  will 
contribute  greatly  to  our  future  growth. 

The  progress  continues. 

The  improved  stock  value.The  increased 
dividends.The  six  consecutive  years  of  steady 
financial  growth.  It's  all  very  real.  And  it's  all 
from  a  company  with  a  clear  direction  and 
purpose.  A  company  that  you  will  be  hearing 
a  lot  more  about. 


Which  is  the  reason  we  say,  "an 
investment  in  Telesis  is  an  investment  in 
progress!' 

Donald  E.  Guinn 

Chairman  and  Chief  Executive  Officer 


Send  for  the  complete  report. 

For  a  copy  of  the  Pacific  Telesis  1 986 
Annual  Report,  write  to  John  M  Demgen, 
Director  of  Investor  Relations,  140 
New  Montgomery  Street,  Suite  1925. 
San  Francisco,  CA  94105. 

'-1 
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The  Right  Suit  might  not  be  your  ticket  to  succei 
But  the  wrong  suit  could  take  you  nowhere  fast 

It's  not  true  that  clothes 
make  the  man.  But  it  is 
true  that  they  help  shape 
his  image.  And  suits  by 
Hart  Schaffner  &  Marx 
help  shape  the  right  image: 
one  of  confidence,  self- 
assurance  and  impeccable 
style.  That's  why  successful 
businessmen  across  the 
nation  feel  at  home  in 
the  Right  Suit,  from  Hart 
Schaffner  &  Marx. 

The  Right  Suit  is  tailored 
in  Viracle®  a  fine  blend  of 
55%  Dacron®  polyester/ 
45%  wool  worsted,  woven 
by  Burlington  Menswear. 


Hart 

Schaffner 

&Marx 

100™  ANNIVERSARY 


For  the  Hart  Schaffner  &  Marx 

retailer  in  your  area,  call  toll-free: 

1  -  800-F-A-S-H-l-O-N 


101  North  Wacker  Drive,  Chicago,  IL  60606 

S>  'Sf T  Hsrt  S«rv;.«,  Inc. 


Bur,  FRED, 

CAN  THE  Y 
TEACH  US  TO 
USE  iT  LIKE, 
COMPUTERLAND? 


FIX  iT 
like 
COMPUTERLAND  £ 


'  HOW  BOUT  „ 
TALK  To  US?^ 


"All  in  Favor  of 

COM  puTERLAND 

SAY  AYE  ' 


'  /^AX, '  FOUND  A 
COMPUTER,  cheap 
A7AY6F  EVEN  LESS 
THAN  IF  K/E  BO'UQHT 
IT  AT  COM  POTS  f?LAA/D.'' 


ComputerLand 

The  one  thing  to  know  about  computers! 


8  1986,  ComputerLand  Corporation. 
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When  you  understand  a  business, 
you  understand  how  to  insure  it. 


«    *  -    -  -  > — 


Insurance  impacts  virtually  every  aspect  of  your  business.  So  its  vital  that  your  insurance 
pany  have  a  thorough  knowledge  of  both  your  industry  and  your  firm.  Which  is  w  hy  Chubb 
ds  a  great  deal  of  time  getting  to  know  each  clients  business.  This  commitment  allows  us  to 
ide  insurance  for  both  your  obvious  and  less  than  obvious  needs.  Its  why  Chubb  can  provide 
vledgeable  service  and  claims  support  that's  second  to  none.  \  ^ — 

For  more  about  the  Chubb  difference  and  the  names  of  independent 
bb  agents  and  brokers  write  to:  The  Chubb  Group  of  Insurance  Companies,         I  , 
lountain  View  Road,  Warren,  New  Jersey  07060.   ^~^\ 

ubh  tir.up  oi  Insurance  (.'. -mp<inie>  is  pri>iiJ  ti>  participate  in  'American  Playhouse™  Watch  tor  u  on  PBS.  ^3'HUa^JE3 
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SeeThe  little 

AllInARow: 


If  you  think  we're  just  a  railroad, 
take  another  look. 

We're  a  lot  more.  We're  Chessie 
Motor  Express,  moving  goods  to 
and  from  rail  terminals  and  ports, 
cutting  transfer  time  to  the  barest 
minimum. 

We're  also  barges.  Container 
ships.  Pipelines.  Energy  resources. 
Fiber  optics.  Resorts  and  property 
development.  And,  of  course,  the 
railroad.  And  we're  developing 
new  technology  to  make  it  all  work 
together. 

We're  CSX,  the  first  true  global 
transporter.  If  you've  never  heard 
of  one  before,  it's  because  there's 
never  been  one  before.  This  is  a 
company  on  the  move. 


TheCommny 

Thatltelhings 

InMotion. 

Transportation/Energy/Properties/Technology 


WHAl  YOUR  NEXT 
PRESENTATION 
NEEDS  IS  A  BIT 

MOffi  BRILLIANCE. 


Next  time  you  present  your 
ideas  on  paper,  present  them  on 
the  one  paper  that  matches 
your  own  colorful  and  brilliant 
career.  Mead  Moistrite* 

ITfead 

Business  Papers 

Mead  ftper'Courthouse  Plaza/Dayton,  Ohio  45463 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  rj  1  year 
$45  □  3  years  $90  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$79C,  3  years  $176C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name       (please  print) 


New  Address 


City 


State 


Zip 


Date  of  address  change 
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Readers  Say 


Less  tolerance  of  pirates 

Sir:  Your  article  on  battling  Third 
World  technology  pirates  (Nov.  17, 
1986)  sketched  my  long  and  frustrat- 
ing experience  fighting  Asian  bucca- 
neers who  make  illicit  imitations  of 
Monsanto's  patented  products.  A 
fresh  wind  has  begun  to  blow  in  Tai- 
wan. Through  the  help  of  the  Tai- 
wan government,  Monsanto  appears 
to  have  resolved  its  long-standing  pi- 
racy problem  there.  Further,  an  im- 
proved patent  law  was  passed  in 
December. 
—James  R  Enyart 
Monsanto  Agricultural  Co. 
St.  Louis,  Mo. 


Natural  zircon 

Sir:  Your  article  about  fabulous  fake 
jewelry  (Dec.  15,  1986)  described  the 
finest  imitation  diamond  as  "zircon, 
known  as  Cubic  Zirconia  (CZ)  in  the 
trade."  "Cubic  Zirconia"  and  "zir- 
con" are  not  the  same  substance.  Cu- 
bic Zirconia  is  a  man-made  imitation, 
but  zircon  is  not.  Zircon  is  one  of 
nature's  loveliest  creations  and  is  one 
of  the  birthstones  for  December. 
— Antoinette  Mat/ins 
Gemologv  editor. 
National  Jeweler 
South  Woodstock,  Vt. 


Hrutk  Kcnl  Earth  vc 


Zircon  no  imitation 


Still  controversial 

Sir:  Re  your  proposal  to  name  Nixon 
to  head  arms  control  negotiations 
( Fact  and  Comment,  Mar.  23).  Just  what 
an  Administration  reeling  in  the  af- 
termath of  the  Iran  mess,  and  a  lack  of 
credibility  and  integrity,  needs.  Why 
not  add  further  fuel  to  the  fire  and 


name  H.  Bunker  Hunt  to  be  Secreta 
of  the  Treasury? 
— August  B  Mundel 
White  Plains,  N  Y 

Sir:  Take  the  statement  FDR  ma 
upon  appointing  Joseph  P.  Kennedy 
head  of  the  Securities  &  Exchan 
Commission:  "Set  a  thief  to  catch 
thief."  It  fits. 
— Irvin  Golden 
Phoenix,  Ariz. 

Sir:  Your  suggestion  can  have  oil 
two  useful  purposes:  (1)  hot  air  1 
your  balloon  or  (2)  ballast  for  ya 
Capitalist  Tool. 

— Larry  A.  Rothstein 
Woodland  Hills,  Calif. 

Sir:  Your  idea  makes  plain  comm< 
sense.  He  always  should  have  servi 
the  State  Department  or  have  be< 
Secretary  of  State. 

— Charles  G.  Rice 
Dallas,  Tex. 

Sir:  My  one  disagreement  with  Fa 
and  Comment  in  20-plus  years. 

— Sam  Dihert 
Richmond,  Va. 

Sir:  If  the  Administration  is  dissati 
fied  with  Max  Kampleman  as  its  chi 
arms  negotiator  in  Geneva — and  the 
is  scarce  indication  of  that — th« 
Henry  Kissinger  might  be  considerei 
But  Nixon — never. 
—J.  P.  Schwehel 
White  Plains,  NY. 

Sir:  Nixon's  success  came  in  his  a 
pacity  as  President  of  the  U.S.  He  caj 
not  now  single-handedly  forge  a  ne 
Administration  philosophy  and  neg 
tiating  style.  President  Reagan  C£ 
learn  from  Nixon's  example  and  con 
bine  (1)  a  realistic  philosophy  of  fo 
eign  affairs  with  (2)  a  personal  con 
mitment  to  driving  through  compr 
mise  agreements  with  the  .  Sovi* 
General  Secretary. 
—Sally  J.  Onesti 
—Mark  A.  Pekala 
New  York,  NY 

Sir:  You  must  be  drunk. 

— R  Lance  Wade 
Lawton,  Ok/a. 

Sir:  I  am  so  upset  that  I  must  c 
something  drastic.  I  shall  not  rene 
my  subscription. 

— Chester  11  Smith 
Paradise,  Calif. 
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More  than  autof ocus. 
More  than  even 


lere's  never 
an  SLR  cam- 
at  does  so 
so  well,  so 
The  EOS  650. 
s  revolutionary 
Dnic  Optical 
n,  is  the  ultimate 
)cus  SLR,  faster, 
I  and  more  sensitive  than  ever 
1  And  easier:  Select  the  "Green 
'  and  you've  got  pure  photo- 
|  fun,  with  EOS  doing  everything 
essing  the  shutter.  Other  settings 
ve  the  most  experienced  photog- 
r,  allowing  unparalleled  creativity. 


with  varying  degrees  of  programmable 
automation,  and  full  manual  control. 

EOS  is  autofocus  like  never  before, 
with  computerized  Canon  EF  lenses 
that  actually  communicate 
electronically  with  the  camera 
body.  Faster,  more  responsive 
autofocusing  is  the 
result,  even  in  low  light. 
In  fact,  with  EOS  dedi- 
cated speedlites.  you 
can  shoot  perfectly 
sharp  pictures  even  in 


It 


With  optional 
Speedlite420EZ. 
you  can  create 
optical  magic— as 
well  as  shoot 
great  flash  photos 


total  darkness. 

EOS  Evaluative 
Metering  interprets 
a  scene  the  way 
you  do  for  breath- 
takmgly  accurate 
automatic  exposure  control. 
And  only  the  EOS  650  combines 
autofocus  and  exposure  data,  letting 
you  pre-select  background  sharpness. 

Film  handling  is  totally  automatic 
with  EOS.  too  You'll  never  miss  high 
speed  action,  because  you  can  shoot 
at  up  to  3  frames 
per  second  with  its 
built-in  motor  drive. 

Yes,  the  best  of 
photography  finally 
comes  easily.  Canon 
EOS.  It's  much 
more  than  a 
camera's  ever  been. 


■A.  Inc  ,  One  Canon  Plaza,  Lake  Success.  NY  11042  / 100  Park  Blvd  .  Itasca.  IL  60143  /  5625  Oakbrook  Parkway,  Norcross.  GA  30093 
ent  Blvd  ,  Irving,  TX  75063  / 123  Paularino  Ave  Easl,  Costa  Mesa,  CA  92626  /  4000  Burton  Dr .  Santa  Clara,  CA  95054 
1050  Ala  Moana  Blvd  ,  Honolulu,  HI  96814  /  5701  General  Washington  Drive.  Alexandria,  VA  22312  /  Canon  Canada,  Inc  ,  Ontario 


Enpy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  for  details  at  participating  Canon  dealers  and  retailers 
Available  only  in  U S  ©  1987  Canon  USA  ,  Inc 


A  SMART  INVESTMENT 
MANAGER  KNOWS  WHEh 

TO  USE  IT. 


In  the  fast-paced  world  of 
mtutional  investing,  when  it's 
ie  to  leave,  it's  often  too  late. 

For  example,  who  would 
ive  believed  in  1985  that  oil 
ices  would  plummet?  Certain- 
not  the  consumer  who  was 
jying  over  a  dollar  a  gallon  at 
e  pump. 

Yet  some  asset  managers 
resaw  declining  prices. 

One  of  these  people  was  a 
GNA  bond  portfolio  manager, 
sting  early,  this  manager 
duced  holdings  in  energy  and 
lergy-related  issues  well 
)fore  oil  prices  took  a  nosedive 
early  1986. 

Quality  decision-making, 
js  the  ability  to  act  swiftly,  are 
eat  strengths  at  CIGNA.  Our 
set  management  teams  fully 
iderstand  our  customers'  ob- 
ctives  so  that  when  conditions 
lange,  we're  ready  to  act. 

Well  before  the  Chernobyl 
jclear  accident,  our  London 
am  had  developed  a  contin- 
*ncy  strategy  earmarking 
dustrial  stocks  that  would  be 
>gatively  affected  by  just  such 
i  event.  When  the  disaster  hit, 


our  international  team  was 
ready  to  sell  the  stocks 
immediately. 

The  same  expertise  goes 
into  the  less  liquid  world  of  real 
estate.  Recently,  in  a  major 
metropolitan  area,  CIGNA's  real 
estate  managers  identified  an 
impending  glut  in  office  space. 
They  knew  that  after  twenty 
profitable  years,  it  was  the  right 
time  to  exit. 

CIGNA  companies  can 
offer  your  company  expert 
asset  management  in  equity  se- 
curities, fixed  income  securities, 
real  estate,  private  placements, 
venture  capital  and  internation- 
al investments.  For  more  infor- 
mation, please  write  CIGNA 
Corporation,  Dept.  R11,  One 
Logan  Square,  Philadelphia, 
PA  19103. 

Because  every  exit  is  an 
entrance  to  another  successful 
investment,  CIGNA  prides  itself 
in  being  able  to  act  quickly  to 
meet  the  needs  of  our  clients.  It's 
one  more  example  of  CIGNA's 
commitment  to  P^BHPl 
personalized serv-  KMk^i 
ice  to  business,  HHH 


Not  just 

another 
pinstripe 
suit. 


Management  Recruiters. 

No  excuses,  no  alibis. 
Just  maximum  recruiting 
performance. 


MANAGEMENT 
RECRUITERS* 


The  Korea  Fund,  Inc. 


Investment  manager: 
Korean  adviser: 


Scudder,  Stevens  cv  Clark  Ltd. 
Daewoo  Research  Institute 


The  Korea  Fund  is  a  diversified  closed-end 
investment  company  whose  shares  are 
listed  on  the  New  York  Stock  Exchange.  The 
Fund's  total  net  assets  were  over  $  196  mil- 
lion as  of  March  20,  1986. 

For  a  copy  of  the  most  recent  annual  report, 
please  write: 

The  Korea  Fund,  Inc. 

c/o  Scudder,  Stevens    Clark  Ltd.;  Dept.  V.C. 

345  Park  Avenue 

New  York,  NY  10 1 54-0004 


Sir:  They  should  be  naming  prist 
after  him.  Please  cancel  my  subsc; 
tion.  You  fell  off  your  motorcy 
once  too  often. 
— Milton  Firestone 
Santa  Monica,  Calif 

Sir:    Refund    the    balance  of 
subscription. 

— /  iawley  Atkinson 
Sun  City,  Ariz. 


Pawn  of  contempt? 

Sir:  Your  coverage  of  this  compan 
initial  public  offering  ("Profits  fn 
misery,"  Feb  9)  calls  to  mind  a  que 
tion  by  Herbert  Spencer:  "There 
principle,  which  is  a  bar  against 
information,  which  is  proof  agai 
all  argument  and  which  cannot  fai 
keep  a  man  in  everlasting  ignoran 
that  principle  is  contempt  prior 
investigation." 
— Clifton  H.  Morris  Jr. 
Executive  Vice  President 

and  Chief  Financial  Officer, 
Cash  America  Investments,  Inc. 
Fort  Worth,  Tex. 


Unclogging  the  airports 

Sir:  The  increasing  delays  that  y 
describe  (Fact  and  Comment  II,  Jan.  2 
are    largely    and  unfortunately 
straight  line  function  of  increased 
traffic  (up  60%  since  1978).  Giv 
that  there  are  still  thousands  fewer . 
traffic  controllers  than  before  tf 
strike,  that  few  of  us  have  been  t 
posed  to  the  protracted  holding  exp 
riences  that  existed  in  the  mid-to-ls 
Seventies,  that  our  equipment  is  oft 
20  years  old  and  older  and  failing, 
you  still  feel  comfortable  in  attemf 
ing  to  put  more  aircraft  into  the  s> 
tern  and,  for  longer  periods  of  tirr 
stack  them  over  destinations?  Tl 
Air  Transport  Association  propos 
and  your  apparent  endorsement 
such  is  dangerous. 
— Edward  F  Mullin 
Southwest  Region  Representative, 
National  Air  Traffic  Controllers 

Association 
Dallas,  Tex. 

Sir:  The  real  problem  is  amateur  t 
lots  in  ill-equipped  small  planes.  V 
don't  allow  tricycles  on  our  freeway 
so  why  do  we  let  Mickey  Mouse  : 
with  the  747s? 
— Al  Geiersbach 
Milwaukee,  Wis: 

Sir:  Airlines  should  stop  the  insai 
practice  of  having  all  flights  arrive/d 
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WHAT  IF  TOUR 
NAME  IS  CARSON 
AND  YOU'RE  NOT 
FUNNY? 


If  you  make  serious  money  by 
lg  funny,  it's  easy  to  find  invest- 
lt  firms  that  will  take  you  seriously. 
Dick  Carson  isn't  as  funny  as  his 
:her,  Johnny.  But,  he  is  a  Dean  Witter 
nt,  so  he's  just  as  special. 
And  even  though  he's  not  a  big- 
e  talk-show  host,  there  are  a  host 


of  ways  in  which  Dean  Witter  is  able  to 
help  him  meet  all  of  his  financial  needs. 

In  fact,  we're  helping  Dick  plan  for 
his  business  and  retirement. 

Through  his  Dean  Witter  Account 
Executive,  Dick  has  the  benefit  of 
Dean  Witters  resources  and  expert 
advice,  in  addition  to  a  full  range  of 


DICK  CARSON,  TV  DIRECTOR 

investment  opportunities. 

As  a  Dean  Witter  client,  you  can 
expect  the  same  special  treatment. 

So  call  us  today,  or  stop  by  to  talk 
with  one  of  our  Account  Executives. 

You'll  discover  that  you're  some- 
body at  Dean  Witter. 

No  kidding. 


^tbu're  somebody  at  DeanWitter. 


A  member  of  the 
Scars  Financial  Network 


i  1987  DEANWITTER  REYNOLDS  INC  MEMBER  SIPC 


soon  these  planes  will  fly  with  electronic  shields. 


Allied 
^Signal 

Technologies 


technology:  Bendix  airborr 
traffic  alert  and  collision  avoi< 
system  (TCAS  II),  from  Allied- 
Electronically  determines  ranc 
bearing,  altitude  of  approach 
aircraft.  Gives  pilot  evasive 
maneuver. 


Fit:  Improved  safety,               future:  FAA  intends  to  require  Bendix  TCAS  II.  One  of  the 

ally  in  heavy  traffic  areas.         on  all  large  jet  transports  in  Allied-Signal  advanced  technologies 

and  displays  over  30  aircraft    three  years.  Major  U.S.  airline  — focused  on  aerospace,  automotive 

lile  radius  of  TCAS  aircraft.       soon  will  evaluate  Bendix  products,  and  engineered  materials. 

TCAS  II.  For  facts,  call  1-800-243-8160. 


"In  our  suit-happy  society,  checking  references  for  the 
real  meaning  is  as  difficult  an  art  as  writing  them.  No 
sen  ice  booklet  could  be  more  i  valuable  than  this. " 
Malcolm  S.  Forbes,  Chairman,  Forbes  Magazine 

"An  y  business  person  who  doesn  't  read  this  booklet 
carefully  is  missing  a  wealth  of  practical  information. " 
Martin  Edelston,  Publisher,  Boardroom  Reports 

"A  sa  ivy  clear  -headed  look  at  the  tough  business  of  get- 
ting a  job  candidate  s  old  employer  to  open  up  to  you. " 
Ed  Foley,  Editor,  Executive  Productivity 

"Never  hire  another  manager  without  following  Robert 
Hall  s  advice  Business  would  be  better  run  if  executives 
took  the  time  to  do  what  this  booklet  suggests. " 
Alfred  M.  King,  National  Assn.  of  Accountants 


to 


FREE 

Published  as  a  public  service.  This  booklet  is  yours  free  by 
contacting  your  Robert  Half  office,  or  writing  to: 
Robert  Half  International  Inc.,  Administrative  Services  Dept., 
522  Fifth  Avenue,  New  York,  NY  10036. 

IS] ROBERT  HALF 

fZD  accounting,  financial  and  edp  personnel  specialists 


©  1986  Robert  Half  International  Inc 

•  iffices  independently  owned  and  operated 
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DICTAPHONE'S 
ULTIMATE 
VOICE  Q^B^jESS. 


W1 


ITSENOS 
MESSAGES!  ^ 


municating  without  a 
j  may  work  for  some.  But  it 
n't  work  in  business.  With 
Connexions™  voice 
essing  system  from 
iphone,  you  have  all  the  right 
lections  at  your  fingertips, 
nexions  is  the  system  that 
tically  runs  your  business 
your  desk. 

nether  you're  in  the  office 


or  out.  When  you  want  to  receive 
or  send  messages.  Any  time 
of  the  day  or  night.  When  every 
word  counts,  you  can  count  on 
Connexions.  A  lot  more  than 
dictation.  From  Dictaphone. 
The  Voice  of  Business. 


*  1 


"  *****  "* '      >.  -« 


am* 


^To  learn  more  about  Connexions  from 
Dictaphone  call  toll-free: 

1-800-342-8439 

or  write:  Dictaphone  Corp. 

120  Old  Post  Road 
Rye.  NY  10580-0648 


Dp  Dictaphone 

A  Pitney  Bowes  Company 


Name 
Title— 


„Phone_ 


Company_ 
Address  _ 
City  


_State  _ 


.Zip. 


XF-47 

DICTAPHONE*  and  Connexions'",  are  trademarks  ot 
^lictaphone  Corp  ,  Rye.  N  Y  e  1987  Dictaphone  Co.  p. 


S where  the 
action  is. 


It's  happening  now.  It's  happening  fast.  It's 
economic  growth  and  business  opportunities.  And 
it's  all  happening  in  the  nine  Southeastern  states  of 
the  BellSouth  region. 

In  ten  years,  population  will  boom  at  a  rate  44% 
faster  than  the  rest  of  the  nation;  new  jobs  will  be 
created  at  a  rate  20%  faster  than  the  national  average. 

In  ten  years,  there  will  be  over  4  million  new  hous- 
ing starts  and  about  4  million  new  jobs.  Real  personal 
income  in  the  region  will  rise  by  2.9%  per  year,  com- 
pared to  2.7%  for  the  nation. 

The  BellSouth  management  team  is  prepared  to 
capitalize  on  thisgrowth.  they're  committed  to  forward- 
looking  business  strategies  and  new  technologies. 
And  they're  determined  to  stay  ahead  of  the  growing 
need  for  state-of-the-art  products  and  services  to 
meet  customer  needs  in  an  expanding  marketplace. 

Selective  acquisitions  are  a  part  of  BellSouth's 
growth  plans.  BellSouth  is  already  involved  in  new 
business  opportunities  that  will  lead  to  even  greater 
revenues  nationally  and  internationally 

BellSouth  not  only  is  in  t  he  m  idst  of  the  action  but 
is  helping  to  make  it  happen. 

To  learn  more  about  BellSouth,  contact  your 
broker  or  write:  L.E.  Spradlin,  Director  of  Investor 
Relations,  BellSouth  Corporation,  675  West 
Peachtree Street,  N.E.,  Atlanta,  Georgia  30375, 
404-420-8136. 


The  BellSouth  family  of  companies  provides  tele- 
communications, information  systemsand  publishing 
services  through  South  Central  Bell,  Southern  Bell, 
BellSouth  Services  and  BellSouth  Enterprises. 


BELLSOUTH 


Shaping  the  future  of  telecommunications:" 


©1987,  BellSouth  Corporation 


The  cup  is  home.  It  was 
recaptured  off  Fremantle, 
Australia,  by  Dennis  Conner 
and  his  superbly  conditioned 
crew  in  a  masterful  display  of 
precision  teamwork  and  ad- 
vanced technology. 

After  enduring  a  spirited 
challengers  series,  Stars  and 
Stripes  sailed  to  a  4-0  conclu- 
sion over  Australian  defender 
Kookaburra  III.  Conner's 
campaign  to  reclaim 
the  sport's  most  presti-  |  lO^  1  • 

gious  trophy  lasted  Kolex  and  otars  and  JStripes 

three  years  and  enlisted  •  1     J  J 

the  talents  of  aerospace  scien-  tFlllXIMMl  QOWI1  lUlClCr. 

tists,  computer  analysts,  and 
hydrodynamics  experts. 

At  the  center  of  this  effort  was  a 
high-tech  yacht  ingeniously  designed  to 
race  in  waters  churned  by  the  strong 
winds  known  as  "The  Fremantle 
Doctor'  To  reduce  drag  in  even  the  light- 


est wind,  a  microscopically  ribbed 
plastic  film  was  applied  to  the  hull. 

Technological  accomplish 
ments  were  matched  by  the 
dedicated  teamwork  of  the 
crew.  Inspired  by  Conner's 
commitment  to  reclaiming 
the  cup,  they  conditioned 
themselves  to  peak  physical 
and  psychological  pre- 


paredness. Rigor- 
ous aerobic  and 
weight-lifting  work- 
outs strengthened 
them  for  the  fierce 
contest  with  heavy 
waves  and  high 
winds.  Daily  drills 
in  boat-tuning  skills 
primed  them  for  split-second  response 
to  constantly  changing  sea 
conditions. 

It  was  a  well-fought, 
hard-won  victory,  made 
possible  by  Conner's  bril- 
liant  organization  of  human 
skill  and  technological  ad- 
vantage. Explanation  enough 
for  the  designation  of 
Rolex  as  the  official  .ilr. 
Stars  and  Stripes  W 
timepiece.  ROLEX 


Submariner  Oyster  Perpetual  Date  with  Oyster  bracelet,  both  in  stainless  steel. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.l  30,  Rolex  Budclinq,  665 Fifth  Avenue,  New  York,  New  York  10022-5585. 

©I987Kolex  Watch  USA.,  Inc. 


Submariner  Oyster  Perpetual.  Oyster  are  trademarks 


"With  all  thy  getting  get  understanding'' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


AT  LEAST  IT'S  BEEN  A  CHANGE 

from  daily  new  record  highs  on  the  stock  market. 

I  DON'T  KNOW  HOW,  BUT  WE'D  BETTER  SWIFTLY  STOP  IT 

That  is,  giving  away  or  letting  get  away  every  high-tech  advance  we  develop  almost  as  soon 
as  it's  marketable,  and  usually  way  before  we've  made  a  nickel  from  such  costly  research. 


"WELL  OILED  ARABS  THINK  WE 

nmented  one  of  our  most  astute,  informed  and  influen- 
[  statesmen  to  us  recently.  "That  feeling  can  be  a  real 
iblem  for  us  now  and  a  worse  problem  down  the  road." 
rhere's  no  doubt  that  plentiful  oil  and  plunged  barrel 
ces  have  changed  things  from  those  days  when  our 
ole  economy  and  military  were  majorly  dependent  on 
ddle  East  OPECers.  We  treated  their  wishes  and  whims 
erentially.  Requests  were  treated  as  commands. 
Vhen  oil  prices  became  so  high  as  to  be  extortionate, 
iue  course  the  inevitable  resulted.  Conservation  amaz- 
;ly  reduced  demand  within  an  astonishing  time — and 
astonishing  quantity.  Frantic  searches  turned  up  siz- 
e  new  oil  sources.  Alternative  energy  sources  were 
dually  generated. 


DON'T  LOVE  THEM  ANYMORE" 

But  in  this  present  period  of  oil  aplenty,  responsible 
leaders  in  the  Emirates  and  Saudi  Arabia  would  be  foolish 
to  misconstrue  the  disappearance  of  U.S.  and  Western 
European  obsequiousness.  The  return  of  balance  to  our 
relationship  is  far  healthier  for  both  of  us. 

As  Iran  gradually  seems  to  gain  the  upper  hand  over  Iraq, 
moderate  Arab  nations  increasingly  will  look  to  the  West 
for  help.  They  face  the  real  danger  of  Iranian  aggression, 
both  from  without  and  from  Iranian-dominated  fundamen- 
talists within.  At  the  same  time  we  are  steadily  handing 
back  to  OPEC  an  increasing  dependence  on  their  oil. 

For  now,  anyway,  it's  not  a  case  of  loving  each  other  less. 
These  days  our  relationship  is  more  soundly  constructed. 
It's  more  on  the  basis  of  mutual  need. 


GUESS  WHO'S  CAUSING  FEWER  LAWSUITS? 

.awyers.  the  other  side  has  its  legal  mcter-itcs,  only  a  handful  have 

lampant  overkill  in  legal  fees  is  slowing  down  the  pockets  deep  enough  to  afford  the  indulgence  of  anger  to 

/suiting  whordes  (our  spelling).  pay  the  huge  price  for  ultimate  justice, 

regal  hourly  fees — sometimes  running  into  the  Shun-  Now,  if  contingency  fees  were  sharply  curbed,  and  suers 

:ds — often  mean  that,  in  terms  of  net  dollars,  you  lose  with  little  cause  were  charged  for  the  legal  fees  of  those 

;n  if  you  win.  No  matter  how  just  your  case,  legal  sued  on  frivolous  or  far-out  grounds,  our  system  of  justice 

isfaction  is  cither  unaffordable  or  not  worth  the  cost.  It  might  begin  to  function  justly — and  affordably. 
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READERS  RESPOND  TO  GERMAN  BUSINESSMAN'S  QUERY 

"WHAT  DOES  THE  U.S.  MAKE  THAT  A  SENSIBLE  EUROPEAN  WOULD  BUT?" 


"Art  glass,  used  in  stained  glass  windows.  Our  sales  to 
Germany  have  tripled  in  three  years."    — Jim  Matthews, 
Spectrum  Glass  Co.,  Inc.,  Woodinville,  Wash. 
"We  export  a  goodly  number  of  Wolfard  oil  lamps  to 
discerning  Europeans."    — Steve  Switzer,  Wolfard  Glass- 
blowing  Co.,  Santa  Rosa,  Calif. 
"Chryslers — or  can  all  Germans  afford  to  drive  BMWs 
and  Mercedes?"  — Christopher  O'Connor,  Hampton,  Va. 

"Gilson  has  been  a  major  supplier  of  tractors,  tillers  and 
snowthrowers  to  European  countries." 

— John  A.  Peterson,  president,  Gilson,  Plymouth,  Wis. 
"Grips  footwear  can  reduce  accidents  from  wet,  slippery 
conditions.  I  am  now  in  the  process  of  locating  a  European 
representative."  — Michael  Bell,  president, 

Jordan  David  Safety  Products  Co.,  Warrington,  Pa. 
"Boating  asked  people  in  the  Mediterranean  what  Amer- 
ican products  they  most  admire.  Out  came  Kodak  film, 
Levis,  Maytag  washers." 

— John  Reynolds  Jr.,  Sandy,  Utah 
"Washington  State  apples  and  Apple  computers." 

— Gerald  D.  Johnson,  Kennewick,  Wash. 
"Shower  heads  and  blankets.  Germans  have  flexible 
hoses  that  lunge  and  spray  in  all  directions.  Down  comfort- 
ers are  great  at  20  degrees  F.,  but  at  60  to  70  degrees,  which 
most  rooms  are,  it's  off  you  freeze,  on  you  smother." 

— Robert  T.  Chenoweth,  Strafford,  Pa. 
"A  visit  to  our  wondrous  country." 

— Grace  Firth,  Port  Republic,  Md. 
"A  short  list  of  the  finest:  Gregory  Mountain  Products 
mountaineering  packs,  North  Face  down  sleeping  bags  and 
parkas.  Questar  telescopes,  Digital  Equipment  Corp.  VAX 
computer  hardware  and  operating  system,  3M  Scotch  810 
Magic  Transparent  Tape  and  Post-It  notepads." 

— Andrew  Morang,  Vicksburg,  Miss. 
"The  Macintosh  is  at  a  price/performance  ratio  that 
makes  comptrollers  smile."  — Kirk  Kerekes,  Tulsa,  Okla. 

"Considering  the  U.S.  dollar  decline  in  Europe  .  .  .  cable 
reels,  weapons,  weapons  systems,  Wisconsin  cheese  and 
sausage,  California  wine,  aircraft,  laser  storage  equipment, 
packaging  machinery,  adhesive  products,  toys." 

— John  Petry,  Mayville,  Wis. 

"Michclob  Dark." 

— Richard  B.  Kaufman,  Blacksburg  Va. 

"747s,  computer  software,  Pepsi." 

— Sharp  Lannom,  Grinnell,  Iowa 

"The  credit  card  imprinters  our  company  produces." 
— Lewis  C.  Hoff,  president,  Bartizan  Corp.,  Yonkers,  N.Y. 

"It  is  very  special  for  a  European  to  own  and  drive  a 
Chevrolet  Corvette!"  — Dick  Clark,  Orange,  Calif. 

"One  item  the  U.S.  makes  that  sensible  Europeans 
buy — the  shield  against  Russia  and  her  'allies'  that  the  U.S. 


has  made  since  1945.  Another  American  item  that  see: 
to  export  well  is  foreign  aid." 

— Harry  W.  French,  Bowling  Green,  ^ 
"Brass  products."  — Edward  B.  Connolly,  vice  preside 
Baldwin  Hardware  Corp.,  Reading, 
"Bell  telephone  equipment.  Just  use  theirs  and  it's  oU 
ous.  American  plumbing.  American  appliances." 

— John  M.  Friedman,  Lakeland,  F 
"As  a  Swiss  who  emigrated  to  this  country  five  yej 
ago,  I  think  I  am  qualified  to  answer;  the  answer 
ttotbing,  except  steaks. " 

— Alexandre  Leupin,  Baton  Rouge, 
"West  Germany  bought,  among  other  things,  S2.6  t 
lion  in  electronic  products  from  the  U.S.  in  1986." 

—Bradley  F.  Norpell,  Cleveland,  OJ 
"Ask  your  German  friends  how  many  bras  they  sell 
the  French  or  buy  from  them.  None,  because  they  don't  I 
Also  almonds,  raisins,  dried  apricots,  strawberries.  Cij 
rettes,  contact  lenses,  gold  coins  (they  are  bigger  hoardi 
of  eagles  than  here),  rock  and  country  records,  videotaj 
from  Hollywood."  — Henry  Ratz,  Fiddletown,  Caj 
"Cosmetic  dentistry.  Nowhere  in  the  world  can  a 
match  our  standard  of  quality." 

— Arthur  H.  Pearsall,  D.D.S.,  Hendersonville,  N. 
"Kraft  linerboard.  Box  manufacturers  in  Europe  pi 
chase  more  than  500,000  tons  of  kraft  linerboard  per  ye 
from  the  U.S.  because  of  its  inherent  advantages." 
— Thomas  J.  Muldoon,  Fibre  Box  Association,  Chicago, 
"Special  purpose  low  lethality  antiterrorist  munitioi 
Specific  models  would  be  the  M452  Stingball  and  M4 
Multi  Starflash  Grenades."  — Charles  M.  Bye 

president,  Accuracy  Systems,  Inc.,  Phoenix,  Ar 
"As  a  farmer  I  can  produce  corn,  soybeans,  wheat,  suj 
and  meat  cheaper  than  a  European  farmer  but  can't  expli 
my  comparative  advantage  because  of  their  quotas,  tari 
and  subsidies.  If  I  could  play  on  a  level  playing  field 
Europe  and  Japan,  the  taxpayers  of  this  country  could  st 
sending  me  checks  and  let  me  do  what  I  do  best — farm 
— David  Melberg,  Buffalo  Lakes,  Mir 
"For  ten  years  we  have  been  exporting  boats  to  Gerrri 
ny.  Germans  and  Europeans  like  American  boats." 

— Paul  Kuck,  Regal  Marine  Industries,  Orlando,  F 
"The  first  thing  -  that   comes   to  mind  is  Hark 
Davidsons."  — Roger  Hull,  Laguna  Beach,  Cal 

"Any  major  U.S.  corporation  that  wants  to  could  st; 
selling  successfully  in  Europe.  The  simple  answer  is  to 
it!  With  all  thy  getting,  get  the  order!" 

— John  A.  McLean,  Hopkins,  Min 
"How  about  sending  an  L.L.  Bean  catalog?  Playboy  ma£ 
zine  often  shows  nice  homemade  items,  too." 

— Addison  Bray,  New  York,  N 
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MAKING  A  GAME  OF  INVESTING 

Vhen  mutual  funds  were  raging  like  prairie  fires  20  thumped  all  averages  and  shamed  all  but  a  handful  of 
iirs  ago,  Capitol  Hill  held  hearings  on  proposed  addition-    professional  investors. 

>EC  regulations.  Critics  (an  irradicable  species  who  will       Quoting  from  Fact  and  Comment  of  November  1967: 


vive  when  no  one  else  is  left  alive) 
limed  that  throwing  darts  at  the  stock- 
rket  tables  would  result  in  stock  portfo- 
I  that  would  perform  as  well  or  better 
in  mutual  funds. 

rhus  baited,  I  pasted  up  the  pages  of  one 
Vs  New  York  Times  stock  tables,  and 
&bes  Editor  fim  Michaels,  Publisher  Jim 
nn  and  I  threw  ten  darts  apiece  to  "se- 
t"  three  portfolios.  Each  invested  $1,000 
each  of  our  ten  stocks, 
five  years  later,  our  portfolios  had  bettered  the  perfor- 
Ince  of  all  stock  funds  by  an  average  of  60% . 
fen  years  later,  our  dart  funds  had  outperformed  the 
'w  Jones  averages  by  8-to-l. 


"Now  if  any  of  you  really  think  we're 
advocating  this  method  of  investing,  you 
are  out  of  your  mind.  After  all,  Forbes  Inc. 
makes  some  of  its  money  selling  stock  mar- 
ket advice  (not  following  it,  of  course). 
However,  if  I  were  running  Parker  Brothers, 
the  Boston  gamemakers,  I  would  figure  out 
some  way  of  marketing  this  game." 

Lo  and  behold,  20  years  later  comes  this 
press  release:  "Crafty  Darts,  Inc.  announces 
a  breakthrough  for  the  private  investor:  The 
Financial  Advisor  dartboard.  The  Financial  Advisor  puts 
decision-making  where  it  belongs — in  your  hands.  (Fin- 
gers, actually.)  Guaranteed  to  move  your  portfolio  up  or 
down,  or  your  money  back.  $32.95  plus  $3  shipping." 


Sy  1984,  when  we  wound  up  our  dart  fund  saga,  it  had       We'll  forgo  asking  for  a  royalty. 


30  MANY  ACTORS  AND  ACTRESSES 

put  on  a  better  act  offstage  than  on. 


PRETENSE  IS  TOO  OFTEN 

too  pathetic  to  prick. 


BOOKS 


Rain  or  Shine — by  Cyra  McFadden 
(Alfred  A.  Knopf,  $16.95).  A  quite  ex- 
traordinary bit  of  autobiography.  It's 
really  mostly  about  a  father  and 
mother  living  on  the  frayed  edges  of 
show  biz  until  divorced.  The  father 
later  climbed  to  fame  as  the  sympa- 
thetic Voice  of  western  rodeos. 
<)ught  up  living  out  of  a  car  trunk  didn't  make  for 
opiness.  An  inside  picture  of  life  outside  the  norm. 
cerpts:  Does  anyone  tell  therhinestone  cowboys  they'll 
yer  get  the  look  right  until  they  have  broken  every 
ijor  bone  in  their  bodies!  That  if  they  wear  needle-toed 
•vboy  boots  for  long,  they'll  soon  have  feet  as  misshapen 
\a  ballerina's,  corn-ridden  appendages  that  look  like 
pers  and  hurt  like  hell  when  the  boots  come  off}  That 
'1  cowboys  don't  wear  tinted  aviator  glasses;  they  ei- 
tr  disappear  behind  ink-black  lenses  or  squint  into  the 
a  through  eyes  red  as  pickup-truck  taillightsl  .  .  .  [Ro- 
p]  riders  were  mostly  farm  boys.  Some  of  them  were  15 
t  lied  and  said  they  were  18,  some  were  veterans  of  35 
full  of  steel  by  then  you  could  pick  them  up  with  a 
ignet.  Compared  with  cowboys,  pro  football  players,  in 
jar  helmets  and  padding,  are  at  no  more  physical  risk 
m  chess  players.  .  .  .  For  much  of  his  life,  Cy  Taillon 
\s  engaged  in  the  game  of  inventing  himself — adding  to 
lat  was  true  what  was  desirable,  stirring  counterclock- 
pe  and  serving  up  the  mix.  He  must  have  swallowed 
\ich  of  it  himself.  .  .  .  For  years,  when  the  rodeo  was  in 
vn,  I  told  my  second  husband  that  I  was  going  to  a 
bvie  and  drove  out  to  listen  to  my  father's  baritone 
ice  rolling  out  in  the  darkness  of  the  Cow  Palace, 


setting  off  seismographs.  What  a  cornball  the  man  is,  I 
thought,  what  an  insufferable  strutting  rooster,  what  a 
showboat.  Then  I'd  think,  you've  got  to  hand  it  to  him, 
though,  he  can  sure  as  hell  work  a  crowd.  ...  7  accept  the 
lot  of  us,  at  last,  as  who  and  what  we  were:  just  one  more 
group  of  people  joined  together  as  that  mysterious  and 
complicated  thing,  a  family. 


'i  Hi:  THIRD 
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us  m  nut 


•  The  Third— and  Possibly  the 
Best — 637  Best  Things  Anybody  Ever 
Said — chosen  by  Robert  Byrne  (Athe- 
neum,  $10.95).  It's  like  eating  pea- 
nuts— once  you  start,  it's  hard  to  stop. 


Excerpts:  It  has  been  my  experience 
that  folks  who  have  no  vices  have 
very  few  virtues. — Abraham  Lincoln 
(1809-1865).  .  .  .  Women  who  seek  to  be  equal  with  men 
lack  ambition. — Timothy  Leary.  ...  It's  our  fault.  We 
should  have  given  him  better  parts. — Jack  Warner  on 
hearing  that  Ronald  Reagan  had  been  elected  governor  of 
California.  .  .  .  Outside  every  thin  woman  is  a  fat  man 
trying  to  get  in. — Katherine  Whitehorn.  .  .  .  There  are  very 
few  people  who  don't  become  more  interesting  when  they 
stop  talking. — Mary  Lowry.  .  .  .  A  British  mother's  advice 
to  her  daughter  on  how  to  survive  the  wedding  night: 
"Close  your  eyes  and  think  of  England." — Pierre  Dan- 
inos.  .  .  .  I  like  work;  it  fascinates  me.  I  can  sit  and  look  at 
it  for  hours.  .  .  .  Liberals  feel  unworthy  of  their  posses- 
sions. Conservatives  feel  they  deserve  everything  they've 
stolen. — Mort  Sahl.  .  .  .  Never  lend  your  car  to  anyone  to 
whom  you  have  given  birth. — Erma  Bombeck.  .  .  .  In  Bib- 
lical times,  a  man  could  have  as  many  wives  as  he  could 
afford,  fust  like  today. — Abigail  Van  Buren 
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Between  your  current  benefits  program  an- 


The  new  tax  legislation  has 
overturned  a  great  many 
business  assumptions  about 
benefits. 
The  consultants  from  James 


Benefits  can  help  you  reevalu- 
ate and  revise  your  benefits 
plans  to  protect  their  qualified 
status  and  bring  your  after-tax 
costs  in  line.  James  has  the 


know-how  and  benefits 
tise  to  fit  all  the  pieces  tc 
into  a  comprehensive  pr 
that  meets  your  business 
From  45  offices  natio 


'  tax  law  lies  uncertain  terrain. 


through  the  worldwide  net- 
;  of  the  Sedgwick  Group, 
es  Benefits  resolves  the 
;tions  and  smoothes  your 

to  the  future.  America  s  premier  insurance  broker 


James  builds  the  bridge. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind.  -MSF 


Best  Price 

I  never  want  to  be  the  best  at 
anything.  Anybody  who  wants  to  be 
the  best  at  anything  in  the  world 
must  spend  80%  of  their  waking 
time  on  it.  And  you  lose  the  pursuit 
of  other  things. 

— Warren  Avis,  founder  of 
Avis  Rent-A-Car,  in  M 

Good  New  Jobs 

In  the  period  1981-85,  46.1%  of  the 
net  new  jobs  were  in  the  high-wage 
category.  At  the  same  time,  only  6% 
were  in  the  low-wage  category,  and 
1986  raw  data  suggest  this  high-wage 
trend  accelerated  last  year. 

Since  1982  we  apparently  have  been 
generating  high-pay  and  high-skill 
jobs  at  a  much  faster  rate  than  we 
have  been  training  people  to  fill 
them.  ...  By  using  the  phony  low-pay 
lobs  thesis  to  protect  old  labor-union 
turf,  the  nation  s  liberals  are  overlook- 
ing and  undercutting  a  potentially 
greater  new  opportunity  for  social 
spending  and  advocacy:  the  case  for 
much  more  education  and  training  for 
the  high-wage  economy  being  created. 

— Warren  T.  Brookes,  syndicated 
columnist,  in  the  Wall  Street  Journal 

Funny  Pot? 

For  every  inch  your  waistline  ex- 
ceeds the  size  of  your  chest,  you  can 
deduct  two  years  from  how  long  you 
can  expect  to  live.  That's  how  funny  a 


potbelly  isn't.  For  all  the  world  to  see, 
a  "bay  window"  is  evidence  that  you 
are  either  eating  too  much,  exercising 
too  little,  or  both.  Despite  the  comic 
relief  afforded  by  the  tummies  of 
some  very  successful  comedians,  a 
loose  abdomen  is  no  laughing  matter. 

Ideally,  a  man's  waist  should  mea- 
sure at  least  six  inches  less  than 
his  chest. 

— Executive  Fitness  Newsletter 

Get  Up  and  Go 

"Every  morning  I  get  up  and  look 
through  the  Forbes  list  of  the  richest 
people  in  America.  If  I'm  not  there,  I 
go  to  work,"  said  Robert  Orben. 

— Liz  Smith,  Daily  News 

Heating  Up 

This  year's  favored  buzzword, 
"competitiveness"  is  an  idea  whose 
time  can't  come  too  soon  for  the  na- 
tion's lawmakers.  The  White  House 
and  bipartisan  caucuses  in  both  the 
House  and  Senate  are  all  working  on 
omnibus  legislative  packages — and 
some  elements  are  appearing  in  the 
drafts  at  both  ends  of  Pennsylvania 
Avenue.  Some  items  of  agreement:  a 
program  to  spur  joint  research  ven- 
tures by  companies  and  universities, 
focusing  on  robotics,  biotechnology 
and  microelectronics;  requiring  de- 
fense contractors  to  encourage  com- 
mercial spinoffs  from  Pentagon  re- 
search; providing  incentives  for  school 


districts  to  emphasize  science  an 
math  courses.  Sign  that  everyone  I 
serious:  Congressional  leaders  ha\| 
told  colleagues  to  avoid  proposals  tha 
would  increase  the  deficit. 

— U.S.  News  es)  World  Repo) 


If  Churchill  had  put  out 
his  cigar,  we'd  all  be 
speaking  German  today. 

— 101  Ways  to  Answer  the  Reques 
Would  You  Please  Put  Oi 
That  '!&'!$  Cigi 


Privileged  Service 

Kenneth  Clark's  description  of 
dinner  given  by  art  dealer  Joseph  Di 
veen;  quoted  in  Artful  Partners:  Be\ 
nard  Berenson  and  loseph  Duveen,  b 
Colin  Simpson: 

"On  the  walls  were  copies  of  En 
glish  18th-century  portraits  of  thj 
kind  that  had  made  his  fortune,  mei 
in  red  coats,  ladies  in  large  hats.  Aj 
his  richest  clients  were  present,  til 
men  with  white  ties  and  creakin 
shirts,  the  ladies  weighed  down  wit) 
jewelry.  We  dined  on  a  Sevres  serviq 
made  for  the  Empress  Cathenne  o 
Russia,  and  I  expressed  my  delight  t 
Lady  Duveen.  She  replied,  'Yes,  it  i 
nice.  And  we  don't  get  it  out  ever| 
day,  I  can  tell  you.  The  last  time  wi 
used  it  was  for  Mr.  Ramsay  MacDori 
aid.'  After  dinner  I  said  to  my  hosi 
.Marvelous  that  Sevres  service.  Privi 
lege  to  eat  off  it.'  'Sevres  service 
Nothing.  Eat  off  it  every  day.' 

"Duveen  was  regal.  In  London  h 
might  be  a  clown;  in  New  York  b 
was  a  king." 

— Art  &>  AntiquQ 

See  Chiclets! 

Mason  Wiley  and  Damien  Bon 
wrote  a  gossipy  book  about  the  Acac 
emy  Awards  called  Inside  Oscar:  Th 
Unofficial  History  of  the  Academ\ 
Awards.  "The  Oscars  are  an  opportu 
nity  for  the  presenters  to  show  tha 
they  are  still  looking  good.  For  peopl 
who  are  trying  to  get  by  on  thei 
teeth,  it's  a  chance  to  show  then 
off,"  said  Wiley. 

One  agent,  David  Guc,  said,  "Whe: 
you're  blown  up  to  a  size  18  times  tha 
of  a  human  being ,  people  don 't  want  t 
see  gaps,  they  want  to  see  Chiclets." 

Dr.  Stephen  Chu  ,  an  assistant  clini 
cal  professor  at  Columbia  Universi 
ty's  School  of  Dental  and  Oral  Sui 
gery,  said  a  completely  new  smil 
goes  for  "the  price  of  a  nice  car." 
— William  R.  Greer,  New  York  Tima 


"I  could  he  wrong,  but  you  look  like  a  man  trapped 
in  lou yielding  financial  instruments. " 
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Successful 

arms  recognize 

you  carft  be 


all  things  to  all 

people. 


For  70  years  Cushman  &  Wakefield 
has  specialized  exclusively  in  business  real 
estate,  unlike  other  firms  who  give  much  of 
their  attention  to  residential  real  estate. 

So,  no  one  offers  greater  insight  into  the 
business  of  only  business  real  estate  than 
Cushman  &  Wakefield. 

From  leasing  to  property  management, 
asset  management  to  appraisal,  financing 
to  sales,  our  business  experts  know  business 
real  estate. 

We  can  show  you,  for  example,  new  ways 
to  capitalize  on  your  existing  assets,  intro- 
duce you  to  innovative  financing  approaches, 
or  help  you  raise  capital  in  domestic  and 
international  markets.  We  do  it  best  because 
our  investment  experts  specialize  only  in  real 
estate  unlike  firms  that  deal  in  a  variety  of 
capital  market  commodities. 

For  the  unmatched  business  real  estate 
expertise  and  quality  you  get  only  from  the 
leader,  it's  Cushman  &  Wakefield. 


WAKEFIELD 

A  ROCKEFELLER  GROUP  COMPANY 

Business  Americas  Real  Estate  Firm. 


Only  the  very  dedicated 
can  make  history 


The  Royal  Oak  -  Day,  Date  and  Moon  faee  in  18  k.  gold,  or  18  k.  gold  and  steel  or  all  steel for  men  e>  women. 


In  1909,  Ettore  Bugatti  built  the  first  four-wheeled 
thoroughbred  in  history.  Determined  to  create  an 
automobile  of  unsurpassed  beauty,  he  was  pre- 
pared to  risk  everything  in  the  pursuit  of  this  one 
ideal.  And  that  is  why  each  of  his  cars  is  a  work  of 
art  that  cannot  be  copied. 

In  1970,  Audemars  Piguet  entrusted  its  master- 
watchmakers  with  a  new  and  challenging  mission. 
They  were  to  create  the  first  luxury  sports  watch. 

For  months,  designers  and  technicians  combined 
craftsmanship  with  technology  to  produce  a 
masterpiece  that  went  beyond  anything  that  had 
been  seen  before  or  since. 

A  landmark  in  watchmaking  history.  They 
revealed  bolts  and  burnished  metal  to  a  satiny 
sheen,  until  the  unprecedented  and  distinctive 
symmetry  they  were  striving  for  became  reality. 

The  Royal  Oak.  An  exclusive  concept  for  an 
exceptional  lifestyle.  Born  of  the  whole-hearted 
pursuit  of  an  ideal.  Where  cost  plays  no  part. 
Where  each  unique  piece  bears  a  number  to  tell  its 


tale  to  future  generations.  Where  copies  can  never 
equal  the  original. 

Today,  the  proud  owner  of  a  Royal  Oak  can  easily 
identify  with  the  spirit  of  the  craftsman  who  risked 
all  to  create  an  ideal.  A  dream  of  perfection  that 
became  part  of  history. 


Bugatti  type  51, 1930,  8  cylinder  2.3  I., 
187  HP. 


Auflemars  Piguet 

Known  only  by  those  who  know 


FRED 

I'ABIS  •  MONT  E  C Aid  O  •  CANNES  •  GENEVE 


703  FIFTH  AVENUE  AT  55TH  •  NEW  YORK,  NEW  YORK  10022  •  212/832-3733 

THE  GALLERIA  •  5015  WESTHEIMER  •  HOUSTON,  TEXAS  77056  •  713/960-9441 

THE  GALLERIA  •  13350  DALLAS  PKWY  •  SUITE  1375  •  DALLAS,  TEXAS  75240  •  214/458-9012 

401  NORTH  RODEO  DRIVE  •  BEVERLY  HILLS,  CALIFORNIA  O0210  •  213/278-3733 


For  your  comprehensive  Audemars  Piguet  Catalog,  please  send  $5  to  the  above  address. 


•act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


GASP!  THE  BUDGET 

ou  would  never  know  it  watching  Congress  writhe  in 
ramm-Rudman  contortions,  but  the  federal  budget 
cit  picture  is  getting  brighter. 

he  problem  with  Uncle  Sam's  finances  wasn't  inade- 
te  revenues  but  out-of-control  spending.  The  growth  of 
ral  outlays,  however,  has  slowed  markedly.  In  1985, 
snditures  were  growing  by  double  digits.  Last  year, 
enditure  expansion  was  down  to  5%.  In  the  first  five 
iths  of  this  fiscal  year,  it  has  slackened  to  an  anemic 
for  the  first  time  in  a  long  time,  Uncle  Sam's  increase 
outlays  will  be  less  than  the  rate  of  inflation.  Mean- 
|  le,  tax  receipts  this  year  are  growing  6%. 
[or  1987,  the  red  ink  should  come  in  at  around  $185 
„ion,  vs.  last  year's  $220  billion.  Assuming  decent 
Lvth  in  1988,  the  budget  deficit  will  fall  another  $40 
jion  to  $50  billion.  The  situation,  moreover,  is  even 
:er  than  these  numbers  suggest.  State  and  municipal 
joluses  are  burgeoning.  They  are  now  at  $61  billion, 
jre  than  double  the  $27  billion  in  1980.  International 
inomists  combine  federal,  state  and  local  finances 
\zn  comparing  this  country's  shortfall  with  those  of 
ers.  What  you  might  call  our  net  government  deficit 


CRISIS  IS  EASING 

is  less  than  4%  of  GNP  today,  and  shrinking. 

Over  the  past  decade,  our  net  government  deficit  as  a 
proportion  of  GNP  hasn't  been  much  worse  than  those  of 
the  Europeans  or  the  Japanese.  Given  the  size  of  our 
economy,  the  entire  national  debt  is  proportionately 
smaller  than  those  of  many  other  countries,  such  as  Ger- 
many and  Japan.  As  a  proportion  of  the  wealth  of  the 
nation,  it  is  minuscule. 

Most  states  and  localities,  not  to  mention  businesses, 
have  separate  budgets  tor  current  and  capital  expenses. 
Uncle  Sam  should  do  the  same.  Some  $100  billion  of 
Washington  spending  goes  for  long-lived  assets,  such  as 
highways  and  battleships,  items  that  can  be  legitimately 
financed  by  debt. 

The  President  is  right  to  resist  calls  for  higher  taxes. 
Congress  will  be  right  if  it  meets  this  year's  Gramm-Rud- 
man  deficit  target  with  a  fair  share  of  smoke  and  mirrors. 

With  our  lower  tax  rates  starting  to  work  their  magic,  and 
with  Germany  and  Japan  no  longer  deflating,  the  U.S.  will 
experience  in  the  next  five  years  a  surge  of  revenues  that  will 
make  all  the  teeth-gnashing  about  the  deficits  look  like  the 
wailing  several  years  ago  over  the  perpetual  energy  shortage. 


NICARAGUA 


ven  before  Iran,  President  Reagan's  policy  of  financing 
i  Nicaraguan  contras  was  in  chronic  trouble, 
'he  obvious  reason,  of  course,  was  the  irresponsibility 
congressional  Democrats,  who  for  years  willfully  re- 
i'.d  to  recognize  the  nature  of  the  Sandinista  regime.  The 
gan  Administration,  however,  deserves  no  small  part 
he  blame  itself. 

he  U.S.  has  never  come  clean  about  its  goal  in  Nicaragua, 
ich  is  the  fall  of  the  Sandinista  government.  For  years,  the 
jte  Department  said  that  aiding  antigovernment  guerril- 
las simply  a  means  of  curbing  Nicaraguan  assistance  to 
Salvador  rebels  and  for  pressuring  Managua  to  be  more 
oonable  at  home.  The  President  would  occasionally 
l  ress  Congress  or  the  American  people  about  the  stakes  in 
;aragua,  but  even  then,  the  call  was  somehow  muted, 
it  ever  expects  to  develop  public  support  for  removing 
Nicaraguan  communist  cancer,  the  Administration 


must  be  forthright  with  the  American  people.  Washington 
should  state  again  and  again  that  it  will  not  tolerate  a 
Soviet/Cuban  regime  in  the  American  hemisphere  that 
could  ultimately  destabilize  Mexico. 

We  should  break  diplomatic  relations  with  Nicaragua  to 
underline  our  seriousness.  We  should  tell  the  world  that 
we  want  a  government  there  that  agrees  to  abide  by  open 
and  periodic  elections.  To  achieve  this  change,  we  must 
give  the  contras  the  means  with  which  to  fight  effectively. 
The  U.S.  should  also  take  forceful  steps  to  reduce  the  flow 
of  Soviet  and  Cuban  arms  to  Managua.  Otherwise,  we  may 
have  to  intervene  ourselves. 

By  being  open  and  above  board,  we  will  hearten  Nicara- 
gua's neighbors,  who  now  doubt  our  resolve  and  are  tempt- 
ed to  make  their  own  accommodations  with  their  bullying 
neighbor.  Given  the  stakes  involved,  a  murky,  muffled 
policy  is  self-defeating. 
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IHE  POWER 


Airlines  have  universally  discovered  they  can  com 
on  the  promises  that  go  with  a  General  Electric 
powerplant  And  there's  no  better  example  than  our 
newest  widebody  engine  —  the  CF6*80C2. 

During  certification,  the  -80C2  demonstrated  a  13. 
improvement  in  fuel  efficiency  over  flight  test  perform 
mance  of  the  predecessor  engine— exacdy  as  promised. 

A  HEW  RECORD. 

In  airline  operations,  the  engine  has  built 
an  unsurpassed  record  of  reliability.  During  its  first  ye 


'  irk  o'  General  Electric  Company  01173M 


m 


revenue  service,  the  CF6-80C2  experienced 
t  a  single,  engine^caused  shop  visit,  which  is  extra* 
linary  in  a  new  engine.  In  fact,  at  one  year  of 
vice,  the  *80C2  had  the  best  record  for  reliability 
its  thrust  class)  of  any  commercial  transport 
*ine  in  history. 

We  believe  this  kind  of  performance  is  the 
ivitable  result  of  an  attitude:  Promises  should  not  be 
t  a  matter  of  good  intentions. 

3tnises  are  meant  to  be  commitments.  PROMISES  COUNT. 


Tandem  helps  an  aggressive 
securities  firm  join  the  big  leagues. 


Since  1981,  Cowen  &  Company 
has  nearly  doubled  its  revenues 
against  the  competition  of  the 
biggest  traders  on  Wall  Street. 

The  reason:  Low  cost  incremental 
per  transaction.  Their 
Tandem  system  not 
only  handles  order 
matching  and  back- 
office  accounting,  it 
takes  on  correspond- 
ent clearing,  electronic 


trading,  research  and  more. 

Tandems  single  operating 
system  simplifies  networking 
and  communications.  Our 

unique,  parallel 
architecture 
allows  growth 
w  in  whatever 


GROWTH. 


increments  you 
choose,  without 
ever  rewriting  application 
software. 


That's  why  Tandem  is  at 
work  in  stock  markets  all  ov 
the  world. 

We're  also  in  finance, 
telecommunications,  manufi 
airing,  retailing,  transportatk 
energy  and  government. 

For  more  information,  wri 
Tandem  Computers  Incorpor 
19191  Vallco  Parkwav,  Loc.  4-i 
Cupertino,  CA  95014.  Or  call 
800-482-6336. 


HTANDEMCOMPUTE 

f  The  technology 1  leader  in  on  line  transaction  proc 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


There  has  been 
more  protection 
than  you  think 


It's  mostly  the 
outfits  that  get 
most  protection 


Who  ends  up 
benefiting  is 
ar  from  obvious 


THE  TRUE  COST  OF  TRADE  PROTECTION 

The  use  of  trade  laws  to  protect  U.S.  companies  and  workers 
losing  out  to  imports  has  been  a  growing  business  and,  in  today's 
political  climate,  is  likely  to  remain  so. 

In  1975,  8%  of  U.S.  imports  were  restrained  by  some  form  of  protection 
($7.9  billion  out  of  a  total  of  $99.3  billion).  By  1984,  restraint  had 
grown  to  21%  of  imports  ($67.9  billion  out  of  a  total  of  $329  billion), 
according  to  a  study  by  Gary  Hufbauer,  Wallenberg  Professor  at 
Georgetown  University's  school  of  foreign  service.  By  1986,  despite 
the  dollar's  fall,  it  is  estimated  that  protection  covered  around  25%  of 
U.S.  imports. 

Protection  comes  in  various  guises — formally  through  the  so-called 
escape  clauses  voted  on  by  the  U.S.  International  Trade  Commission 
(and  passed  by  the  White  House),  less  formally  through  the  plethora  of 
"voluntary"  restraint  agreements  (VRAs)  and  orderly  marketing  agree- 
ments (OMAs),  extracted  from  foreign  manufacturers  who  fear  losing 
access  to  the  world's  richest  market.  Compliance  with  both  VRA  and 
OMA  limits  is  monitored  by  the  U.S.  Customs  Service. 

The  big  industries  get  the  most  extensive  and  often  near-permanent 
protection.  They  have  political  clout  and  are  often  heavily  unionized. 
Once  in,  they  never  give  up  their  protected-species  status.  Examples: 
carbon  steel,  agriculture,  textiles,  automobiles.  These,  says  Alfred 
Eckes,  a  commissioner  and  former  chairman  of  the  ITC,  "have  found 
ways  of  getting  permanent  relief,  and  they  keep  coming  back  to  the 
trough." 

For  reasons  lost  in  antiquity  a  few  smaller  industries  are  in  the  same 
camp.  They  include  book  manufacturing  (since  1891),  glassware 
(1922),  rubber  footwear,  ceramic  tiles,  orange  juice  (all  1930)  and 
canned  tuna  (1951). 

Most  smaller  industries  have  no  such  luck.  Between  1975  and  1986,  60 
cases  were  argued  before  the  ITC,  and  to  get  there  they  first  had  to 
prove  to  the  U.S.  Special  Trade  Representative  that  they  had  been 
injured  by  imports,  fust  18  got  aid,  and  only  3  are  still  protected. 

Saving  iobs  is  the  usual  political  justification  for  protecting  a 
particular  industry.  But  often  it  works  out  differently. 

In  textiles,  protection  was  begun  to  preserve  New  England  jobs,  notes 
Robert  Lawrence,  a  senior  fellow  at  the  Brookings  Institution  now 
studying  U.S.  and  Japanese  policy  for  coping  with  industrial  disloca- 
tion. Instead,  Lawrence  says,  it  caused  a  massive  relocation  (textile  and 
apparel  jobs  declined  there  by  32%  but  rose  by  28%  in  the  South  and 
West).  Now  it's  this  new  group  of  workers  and  plants  that  demands — 
and  gets — protection. 

Steel,  protected  one  way  or  another  since  the  Sixties,  is  another 
example.  The  major  companies  are  still  no  better  able  to  cope  with 
world  overcapacity. 

continued  on  next  page 
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What's  Ahead  for  Business 


There  are  no  lessons 
to  be  learned 
from  abroad 


The  cost  per  job, 
rarely  spelled  out, 
can  be  enormous 


In  the  end, 
nature  will  take 
its  own  course 


continued  from  prei  ions  page 

The  mystery  of  Japan  Inc.'s  collaboration  between  industry  al 
government  is  often  held  out  as  an  example  of  the  way  to  go.  H 
Brookings'  Lawrence  suggests  looking  elsewhere.  Weak  unions,  a  1 
attitude  toward  antitrust  and  an  inward-looking,  disciplined  socia 
there  make  it  easier  to  rig  markets,  but  their  dislocation  adjustment) 
equally  permanent  and  just  as  distorting.  Examples: 

In  textiles,  the  Japanese  created  an  official  recession  cartel  to  q 
capacity  by  "retiring"  spindles.  The  outcome,  says  Lawrence,  was  I 
increase  in  capacity  and  extra  carefully  controlled  imports.  In  alud 
num,  capacity  was  cut.  But  Japanese  producers  won  a  concessi* 
allowing  them  to  import  tariff-free,  pound  for  pound,  equal  to  1 
smelting  capacity  they  scrapped. 

Moreover,  once  at  the  MITI-arranged  feeding  trough,  Japanese  come 
nies  are  never  sent  away.  Just  like  here. 

(As  an  aside,  nobody  looks  to  Europe  for  ideas  on  dislocation  aid.  A) 
there  comes  as  massive  and  seemingly  unending  subsidies.) 

The  cost  involved  in  preserving  a  iob  through  protection  is  enfl 
mous — often  well  over  $100,000  per  job,  per  year — and  almost  nev 
spelled  out. 

In  bulk  steel  the  annual  cost  is  put  by  Gary  Hufbauer  at  nearly 
billion,  in  automobiles  nearly  $6  billion,  in  dairy  products  $5.5  billic 
The  cost  to  U.S.  consumers  of  protecting  textiles  and  apparel  is  neai 
unbelievable:  Conservative  estimates  put  it  at  over  $27  billion  a  yea 

Quotas  cost  consumers  the  most.  The  benefit  is  shared  betwe 
surviving  U.S.  producers  and  foreign  importers,  which  is  why  bo 
prefer  them. 

Tariffs  are  cheaper.  Protection  for  the  U.S.  specialty  steel  industi 
now  being  reviewed,  cost  $134,000  per  job  per  year  for  stainless  sd 
bar,  rod  and  tool  steel,  where  the  protection  was  by  quota.  But  f 
stainless  sheet,  where  protection  was  by  tariff,  the  cost  was  aba 
$14,000  per  job. 

We  all  want  to  believe  that  Harley-Davidson  is  an  exception  to  tJ 
"once  protected,  always  protected"  rule.  It  has  just  asked  that  i 
protection  from  Japanese  big-bike  makers  be  ended  a  year  early. 

It  isn't  being  overly  grouchy  to  say,  Don't  be  so  sure.  The  Japane 
evaded  80%  of  the  protection  (which  was  also  designed  to  help  Jap 
nese-owned  assemblers  in  the  U.S.).  The  ITC  will  almost  certain 
hold  hearings  to  find  out  whether  something  wonderful  really  d 
happen  and  there  are  lessons  to  be  learned,  or  if  Harley  has  chosen 
look  tough  as  it  maneuvers  with  something  else  in  mind. 

In  the  end,  protection  doesn't  preserve  jobs  however  it's  done.  Robe 
Lawrence  has  found  almost  identical  declines  in  employment  in  t) 
U.S.  and  in  Japan  in  protected  industries. 

Labor-intensive  industries  like  textiles,  apparel  and  footwear  saw  th( 
share  of  total  national  employment  decline  nearly  11%  in  the  U.S.  aj 
by  15%  in  Japan  between  1973  and  1983.  And  in  capital-intensi 
industries,  like  steel  and  aluminum,  the  share  of  employment  we 
down  by  13.5%  in  the  U.S.  and  by  12.6%  in  Japan. 
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Everything  about  this  collection  is 
whole-heartedly  Hartmann.  Down  to  the 
last  rivet.  Down  to  the  last  hand  stitch. 

Just  like  our  Walnut  tweed  and  Cof- 
fee Packcloth— the  collection  that's  been 
setting  the  standard  for  generations. 

The  tradition  continues  with  Moun- 
tain Blue  tweed  and  Smokey  Blue  pack- 
cloth.  These  colors  cover  all  of  our  styles. 


Featuring  all  the  legendary  Hartmann  lug- 
gage features. 

Like  handles  that  don't  lose  their 
grip.  Pockets  for  anything  from  travel  kits  to 
airline  tickets.  Our  exclusive  Industrial  Belt- 
ing Leather  trim.  Fabric  that's  100%  nylon 
and  virtually  indestructible. 

Mountain  Blue  and  Smokey  Blue. 
A  beautiful  way  to  carry  on  a  tradition. 


list  ot  your  nearest  Hartmann  dealers,  Dept   A [41 
n  Drive,  Lebanon,  Tennessee  37087    ©1986  Hartmann  Luggage 
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We  don't  cut  corners.™ 


Du  Pent  TEFLON*  «aler  &  slain  re  pell. 


A  uniquely  short,  straight  paper  path  is  one  reason  why 
Kodak  copiers  are  top-rated  for  reliability. 

With  a  short,  straight  paper  path,  there's  less  chance  of  a  jam. 
So,  when  we  designed  Kodak  Ektaprint  copier-duplicators, 
we  put  a  century  of  optical  experience  to  work  to  bend  light 
instead  of  paper.  The  principle  is  literally  as  simple  as  the 
shortest  distance  between  two  points.  Combined  with 
a  number  of  other  Kodak  technological  innovations,  and  the 
best  service  and  support  in  the  industry,  this  idea  has 
resulted  in  copiers  which  are  top-rated  for  reliability  in 
independent  surveys,  year  after  year. 

Kodak  copiers  are  consistent  winners  not  only  for 
reliability  and  service,  but  copy  quality  and  overall 
satisfaction  as  well.  See  why,  and  see  our  new 

AccentColor  accessory.  Ask  for  a 
demonstration.  Call  1 800  44KODAK 
(1 800  445-6325),  Ext.  6756. 
Leading  technology: 
the  Kodak  copier  advantage. 


he  new  vision  of  Kodak 


Company,  1987 
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Litton  is  finding  life  after  restructuring  pretty  disappointing. 

But  the  grass 
looked  greener 
over  there 


By  John  Heins 

Restructuring.  The  magic 
word  of  the  mid-1980s.  Just  say 
the  syllables:  re-struc-tur-ing. 
They  cure  all  ills,  excuse  all  past  mis- 
takes and  justify  huge  writedowns  in 
assets.  But  does  restructuring  always 
accomplish  what  it  originally  sets  out 
to  accomplish? 

The  trouble  with  much  of  what 
goes  on  in  the  name  of  restructuring  is 
that  it  is  a  policy  for  tomorrow  based 
on  today's  known  circumstances. 
Take  the  case  of  Litton  Industries, 
Inc.  That  $4.5  billion  (revenues)  con- 
glomerate has  been  repeatedly  re- 
structured in  its  33-year  history.  The 
latest  restructuring,  completed  in 
1985,  refocused  the  company  into 
three  main  lines  of  business,  each  of 
which  looked  extremely  promising 
when  the  restructuring  began  four 
years  earlier.  Alas.  Soon  after  the  reor- 
ganization was  essentially  complete, 
each  of  the  three  chosen  businesses 
ran  into  problems. 

Headquartered  in  luxurious  Beverly 
Hills  offices  that  wouldn't  look  out  of 
place  on  a  southern  plantation.  Litton 
shed  business  computers  and  calcula- 
tors (Monroe),  medical  products  and 
office  furniture  and  put  its  microwave 
oven  business  on  the  block.  A  payroll 
that  totaled  some  120,000  workers  15 
years  earlier  has  been  halved.  To 
frighten  away  raiders,  the  company 


loaded  itself  with  debt  (its  capitaliza- 
tion is  60%  debt,  40%  equity),  swap- 
ping a  package  of  debt  securities  for 
36%  of  its  stock. 

All  told,  it  was  a  classic  example  of 
self-imposed  "restructuring."  Now 
top  management  felt  it  was  free  to 
concentrate  on  "high-technology" 
businesses:  oil  services,  defense  elec- 
tronics and  industrial  automation. 

Nearly  two  years  later  the  company 
has  yet  to  realize  the  vaunted  benefits 
of  its  weight  loss.  Litton  will  probably 
earn  around  $135  million,  $5.10  a 
share,  for  the  fiscal  year  ending  in 
July,  down  55%  from  two  years  ago. 
Even  with  an  early  April  runup  be- 
cause of  firming  oil  prices,  the  stock 
trades  at  around  90,  badly  lagging  the 
market  and  down  from  a  peak  of  93  Vi 
in  late  1985. 

A  sampling  of  estimated  return  on 
sales  at  roughly  comparable  compa- 
nies for  1987  shows:  Rockwell,  5.8%; 
United  Technologies,  3.6%;  Textron, 
4.6%;  Teledyne,  8.2%;  Raytheon, 
5.6%.  And  Litton?  3.2%.  Drexel  Burn- 
ham  Lambert  analyst  Laurence  Lyt- 
ton  estimates  Litton's  free  cash  flow, 
after  capital  expenditures  and  work- 
ing capital  drawdowns,  will  be  nega- 
tive both  this  year  and  next  by  rough- 
ly $150  million. 

One  reason  free  cash  flow  is  so  poor 
is  that  Litton  has  kept  up  a  strong 
capital  spending  budget.  This  year  it 
will  spend  an  estimated  $250  million 


for  capital  additions  and  improi 
ments  and  a  similar  amount  for 
search  and  development,  much  of  it) 
advanced  electronics  areas.  Su 
spending  is  praiseworthy,  but  wru 
is  the  payoff? 

In  oil  services,  where  Litton  is 
leader  in  seismic  surveys,  core-saj 
pie  analysis  and  geophysical  data  pi 
cessing,  exploration  has  come  to 
screeching  halt  in  this  country.  Lc 
oil  prices  touched  off  aggressive  pric 
cutting  by  such  formidable  compe 
tors  as  Schlumberger.  Result:  a  $1 
million  pretax  writedown  in  Littoi 
Resource  Exploration  division  la 
year.  This  year  the  division  should 
only  marginally  profitable  on  sharp 
lower  revenues. 

Litton's  defense  divisions  speciali 
in  advanced  electronics  and  shipbuij 
ing.  Its  Ingalls  Shipbuilding  operatic 
which  primarily  makes  combat  shi 
for  the  Navy,  continues  to  crank  o 
strong  returns,  but  the  larger  electro 
ics  business  is  another  story. 

Last  summer,  for  example,  t. 
company  was  suspended  from  defer) 
work  for  five  weeks  after  it  plead 
guilty  to  321  counts  of  fraud.  Its  nc 
generation,  expanded-capability  rad 
warning  system  for  the  FT  6  fighti 
the  backbone  of  our  Air  Force,  h 
failed  certain  operational  tests.  Litt< 
has  been  the  exclusive  builder  of  mc 
of  the  F-16's  radar  system  for  mo 
than  ten  years.  Now  the  Pentagon  hi 
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ided  Loral  Corp.  to  compete  for  the 
billion  job,  and  has  already  decided 

jit  Litton  will  not  get  a  sole-source 

utract. 

i Defense,  in  short,  didn't  turn  out  to 
the  bonanza  it  looked  like  when 
:  U.S.  began  to  rearm  in  the  face  of 
piet  belligerency.  Operating  profits 
:  Litton's  advanced  electronics  fell 
P/o  in  fiscal  1987's  first  half,  on  a  6% 
;rease  in  revenues.  In  addition,  the 
fense  Department  now  requires 
it  contractors  put  up  a  greater  per- 
ltage  of  research  and  development 
>ney  themselves,  just  to  compete 
new  contracts.  That,  along  with  a 
eling  or  decline  in  defense  spend- 
L  will  likely  contin- 
to  eat  into  operating 
ifits.  "It's  a  difficult 
siness,"  admits  Ori- 
Hoch,  58,  the  Ph.D. 
electrical  engineer- 
;  who  took  over  as 
ton  chief  executive 
December.  "But 
tie's  so  much  auto- 
iition  needed  to  make 
|r  armed  services 
pre  efficient,  that, 
[iking  into  the  future, 
I  businesses  will  be 
pd  businesses." 
factory  automation 
s  another  of  Litton's 
psen  areas  of  concen- 
Ition.  American 
pis,  the  thinking 
nt,  would  need  prod- 
Is  like  Litton's  com- 
ter-based,  flexible 
mufacturmg  systems 
i  automated  materi- 
handling  equipment 
regain  competitive- 
;5S  worldwide.  But 
Ston's  software  capa- 
ity,  necessary  to 
ike  its  various  ma- 
pes  work  together, 
weak.  Capital 

:nding  for  automa-   

n  in  certain  industries,  such  as 
nputer  electronics,  has  been 
ich  slower  than  expected.  In  auto 
nufacturing,  where  the  bulk  of 
:nding  for  automation  has  been  in 
ent  years,  Litton  has  yet  to  make 
nificant  inroads. 

Also  contributing  to  the  poor  earn- 
cs  performance  is  a  $1.3  billion — 
I  a  share — cash  pile.  To  be  sure, 
sh  is  a  great  thing  to  have,  but  in 
Is  case  it  is  a  drag  on  earnings.  Lit- 
l  is  earning  only  around  6%  in  in- 
jest  on  all  this  money,  whereas  it  is 
j/ing  10%  to  1 1%  to  service  its  debt 
$1.6  billion.  Why  not  just  use  the 
;h  to  pay  down  the  debt?  One  rea- 


son: In  its  anxiety  to  issue  debt  in 
order  to  make  itself  less  interesting  to 
takeover  artists,  Litton  committed  it- 
self to  noncallable  debt  to  the  tune  of 
$871  million  until  at  least  1992. 

At  any  rate,  Litton's  cash  and  un- 
derperforming  operations  have  made 
it  an  attractive  candidate  for  takeover 
or  leveraged  buyout.  Analysts  in  re- 
cent months  have  put  breakup  values 
as  high  as  $164  a  share  on  the  compa- 
ny. Thus,  the  stock,  which  pays  no 
dividend,  trades  at  18  times  this  year's 
estimated  earnings,  versus  around  12 
times  for  United  Technologies  and 
Rockwell,  and  1 1  times  for  Textron. 
Here  is  a  company  the  market  thinks 


Litton  Industries'  Orion  Hoch 

Will  management  settle  down  to  making  what  it  has  work? 


is  worth  more  dead  than  alive.  At  the 
moment,  a  takeover  would  be  diffi- 
cult: Henry  Singleton's  Teledyne 
owns  28%  of  the  stock  and  kept  its 
proportional  ownership  even  when 
Litton  bought  in  its  own  shares.  But 
what  happens  if  Henry  Singleton 
loses  patience? 

So  right  now  Litton  is  going  in  for 
some  further  restructuring.  To  diver- 
sify away  from  defense,  a  high  57%  of 
sales  last  year,  Hoch  is  trying  to  bol- 
ster the  oil  services  and  industrial 
automation  businesses.  In  February 
he  merged  Litton's  Resource  Explora- 
tion group  and  the  Atlas  division  of 
Dallas'  Dresser  Industries  into  a  joint 


venture,  wholly  owned  by  Litton  and 
Dresser.  With  Atlas'  expertise  in 
wire-line  oil  well  logging — one  impor- 
tant process  by  which  existing  wells 
are  analyzed  for  their  potential — the 
firm  will  be  offering  a  formidable  line 
of  high-technology  exploration  ser- 
vices. One  problem:  Any  significant 
growth  in  exploration  will  almost  cer- 
tainly come  overseas  (Forbes,  Mar.  9), 
where  Litton  will  run  headlong  into 
political  barriers  and  tough,  cost-cut- 
ting competition. 

In  industrial  automation,  Litton  in 
February  agreed  to  pay  $116  million 
in  cash  to  buy  $350  million  (sales) 
Lamb  Technicon  Corp.  Lamb  supplies 
automated  manufac- 
turing systems  for  the 
auto  industry,  an  area 
where,  as  we  said,  Lit- 
ton has  been  weak. 
With  the  purchase,  Lit- 
ton will  double  its  an- 
nual revenues  in  fac- 
tory automation  to 
more  than  $650  mil- 
lion, and  Hoch  is  look- 
ing for  more  acquisi- 
tions to  get  annual 
sales  above  $1  billion. 

Hoch  is  also  trying  to 
tighten  his  control  over 
operations.  Litton's 
pride  and,  at  times,  its 
weakness,  has  been  the 
autonomy  of  each  of  its 
40  divisions,  where 
each  division  president 
has  relatively  free  rein. 
This  was  the  system 
that  let  two  employees 
of  one  division  short- 
change the  govern- 
ment on  defense  con- 
tracts for  six  years  be- 
fore the  problem  was 
uncovered,  leading  to 
last  year's  contract  sus- 
pension. It  was  also  the 
system  that  produced 
  delays  and  mismanage- 
ment on  a  $1.7  billion  Saudi  Arabian 
air  defense  contract  for  radar  and  com- 
munications systems,  which  led  to  a 
$49  million  pretax  charge  to  earnings 
last  year.  Hoch  says  he  isn't  changing 
the  "entrepreneurial  operation"  of 
Litton,  but  divisions  in  the  defense 
area  are  now  more  strictly  monitored, 
largely  because  of  federal  policing. 

The  Litton  of  the  future  is  essential- 
ly in  place,  says  Hoch.  "Now  our  job 
for  the  next  several  years  is  to  make 
what  we  have  perform."  But  one  won- 
ders: Will  Litton  have  to  restructure 
again  in  a  few  years?  Or  will  manage- 
ment finally  settle  down  to  making 
what  it  has  work?  ■ 
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A  funny  thing  happened  to  Bill  Farley  on  his 
way  to  the  Businessmen  sHall  of  Fame — his 
acquisition  of  Northwest  Industries. 

Some  things 
are  easier  said 
than  done 


By  Steve  Weiner 


go 


Something  humbling  has  hap- 
pened to  Bill  Farley,  the  boy- 
ishly handsome,  athletic  Chica- 
financier  who  only  a  couple  of 
years  ago  was  handily  seducing  Wall 
Street  and  much  of  the  business  press. 
His  big  move  came  in  1985  when  he 
boldly  gobbled  up  Northwest  Indus- 
tries, the  troubled  oil,  steel,  chemical 
and  apparel  empire  built  by  Chicago 
railroad  magnate  Ben  W.  Heineman. 
In  one  swoop,  powered  by  junk  bonds 
and  dreams  of  glory,  Farley  more  than 
tripled  the  size  of  his  privately  held, 
$700  million  (sales)  manufacturing 


conglomerate  and  bragged  that  by 
1990  he'd  be  running  a  $5  billion  cor- 
porate kingdom. 

Never  mind  that  Northwest  at  the 
time  was  such  a  headache  that  Farley 
was  the  only  buyer  in  sight  with  fi- 
nancial backers  in  tow.  Never  mind 
that  Northwest  really  had  only  one 
strong  division,  the  Union  Underwear 
Co.,  with  its  Fruit  of  the  Loom  brand, 
tacked  onto  a  collection  of  laggards 
like  Lone  Star  Steel,  General  Battery 
Corp.  and  Velsicol  Chemical. 

Farley  was  nothing  if  not  cocky.  At 
42  he  was  making  a  lot  of  money 
manufacturing  a  truly  odd  assortment 
of  products:  howitzer  carriages,  auto 


Fruit  of  the  Loom 's  Bill  Farley 

"We  just  want  to  do  better  with  what  we  already  have. 


transmission  casings,  pectin  (tl 
thickener  for  jams  and  jellies)  and  ra 
car  bearings,  to  name  a  few. 

Farley,  back  then,  was  interview 
about  his  management  style  ("Tre 
workers  with  respect,  give  them  a  sa 
and  they'll  get  excited  about  wb 
they're  doing"),  about  his  fitness  pj 
grams  (his  wife  runs  them)  and,  j 
most  an  afterthought,  his  plans  fj 
turning  Northwest  around  ii 
enough  so  cash  flow  might  cover  tj 
SI  billion  in  high-interest  debt  uscdj 
the  $1.6  billion  leveraged  buyout. 

"Pawtucket's  Horatio  Alger"  ai( 
"Bill  Farley  and  His  Dream  Ml 
chine,"  the  headlines  gushed.  Farley 
stock  response:  "I  occasionally  pini 
myself  to  see  if  it's  all  real." 

It  was  more  real  than  Farley  re^ 
lzcd.  It  takes  more  than  self-coni 
dence,  bench-pressing  and  being  ni< 
to  employees  to  make  sick  compani 
well  again.  Even  Farley  admits  the 
days  that  Northwest  was  toughl 
than  expected  to  digest.  Today,  Lot 
Star  and  Velsicol — in  fact,  half  whj 
the  conglomerate  was  at  its  peak — a 
gone.  Left  is  a  $1.1  billion  (sales)  cq 
lection  of  businesses  dominated  Ij 
the  newly  public  underwear  compi 
ny,  renamed  Fruit  of  the  Loom  In 
($930  million  expected  1987  salej 
Left,  too,  is  more  than  $823  million 
debt,  five  times  equity  and  much  of 
rated  below  investment  grade. 

Has  Farley  done  much  to  improi 
the  businesses  he  acquired?  No  que) 
tion,  he  has  cut  costs.  And  he  has  pi 
punch  into  Fruit's  marketing  pr 
gram,  aggressively  using  the  brail 
name  on  new  lines  of  athletic  clot] 
ing,  socks  and  women's  underwear, 

But  his  chief  contribution  has  bee 
financial  rejiggenng.  "Farley  se 
himself  as  an  industrialist,  but  h 
really  a  financier,"  says  one  invesj 
ment  banker.  "He's  like  a  combin 
tion  of  J.R.  Ewing  and  limmy  Carter, 

So  last  fall,  with  cash  flow  makir 
barely  a  dent  in  debt,  Farley  and  h 
investment  bankers  proposed  to  tj 
structure  with  an  initial  public  offe 
ing  of  stock.  The  company  would  1: 
called  Farley  Apparel  and  incluc 
Union  Underwear  and  Acme  Boot, 
badly  scuffed  footwearmaker  tosse 
into  the  pot  to  disguise  Union's  nsir 
profit  margins,  a  potential  sore  poii 
with  customers.  Farley's  idea  of  a  fai 
price  was  $14to$17a  share  and  aboi 
15  times  projected  1987  earnings 

The  issue  bombed.  Back  to  th 
drawing  boards.  Presto,  a  new  and  in 
proved  stock  issue  in  March.  Th 
time  Acme  was  out,  and  Fruit  of  th 
Loom's  price  was  $9  a  share.  Farle 
proposed  to  pay  off  junk  bonds  arj 
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jferred  shareholders  with  the  pro- 
j;ds  and  $665  million  in  new  bor- 
i»ving.  Result:  The  27-million-share 
ering  was  heavily  oversubscribed, 
d  Fruit's  average  interest  rate  fell  to 
|%,  from  13%. 

i Who  really  cleaned  up  on  all  of  this? 
rprise.  The  Farley  insiders,  who  in- 
lded  Drexel  Burnham  Lambert  and 
Ime  of  its  executives  and  investors, 
long  them  Ronald  Perelman's  Rev- 
l  Inc.  Farley's  backers  in  the  North- 
:st  acquisition  multiplied  their 
mmon  stock  value  14  times. 
Underwriters  project  strong  returns 
•  Fruit  of  the  Loom's  newer,  higher- 
irgm  products.  Optimistic  invest- 
tnt  bankers  say  profits  should  rise 
>m  32  cents  a  share  in  1986  to  about 

cents  this  year  and  as  much  as 
'.50  in  1988.  Sales  should  grow  by 
%  a  year,  Farley  says.  With  the  ad- 
rtising  budget  up  50%  and  orders  in 
cess  of  capacity  already  in  hand, 
vs  Vice  Chairman  John  M.  Alber- 
le,  such  numbers  are  "a  done  deal." 
So  why  is  Fruit's  stock  stuck  at  $9? 
Le  simple  answer  is  debt — $823.1 
lhon,  up  5%,  after  restructuring. 
Iiything  other  than  robust  growth 
Suld  tip  the  highly  leveraged  struc- 
re.  Another  answer  is  that  Fruit  has 
len  losing  market  share  in  its  under- 
:ar  lines  to  number  two  Hanes  Knit- 
par,  part  of  Sara  Lee  Corp. 
[The  rest  of  the  Farley  empire?  Man- 
ncturing  has  been  weak  in  general, 
)d  Farley's  businesses,  says  Alber- 
fie,  have  had  a  "very  tough"  time  of 
i  Taken  together,  they  are  barely 
ofitable.  Investment  bankers  say 
p  weakness  wasn't  serious  enough 
taint  the  Fruit  issues. 
'A  sag  in  his  profits?  Farley  these 
ys  seems  far  more  bothered  by  the 
I  in  his  image.  Sometime  soon  he'll 
inch  a  $4  million  corporate  adver- 
ing  campaign  designed,  as  much  as 
ything,  to  portray  Farley  as  an  m- 
stnalist,  statesman  and  visionary, 
three  TV  ads,  he  urges  manufactur- 
;  to  cut  costs,  improve  their  prod- 
ts  and  treat  their  workers  better. 
Farley  is  also  the  chairman  of  some- 
mg  grandly  named  the  New  Age 
)alition,  which  he  describes  as  a 
nip  of  politicians  and  businessmen 
10  plan  to  tell  Congress  and  Ameri- 

how  to  keep  the  economy  strong 
d  industry  competitive.  That  cer- 
nly  fits  in  with  Farley's  dream  of 
lping  set  "public  policy."  But  such 
role  seems  a  little  presumptuous 
iese  days,  just  as  his  old  goal  of  a  $5 
lion  company  now  seems  out  of 
;ht.  Piling  up  debt  and  eagerly  seek- 
?  publicity  haven't  been  the  answer 
I'  Farley.  Maybe  a  strong  dose  of 
erational  common  sense  will  be.  ■ 


Blue-chip  oil  stocks  sell  for  18  times  earn- 
ings on  Wall  Street.  Richard  Rainwater  is 
paying  a  lot  less  for  cats  and  dogs. 


Creating  value 


By  John  Merwin 


If  you're  a  contrarian  who  likes  to 
bet  the  jockey,  keep  an  eye  on 
Richard  Rainwater  and  the  oil 
business,  in  that  order.  Rainwater  is 
the  financial  wizard  who  took  an  ordi- 
nary family  of  Fort  Worth  oil  million- 
aires, the  Bass  brothers,  and  made 
them  into  billionaires  three  times 
over.  Last  year  Rainwater  moved  out 
on  his  own. 

Rainwater,  a  lover  of  undervalued 
assets,  is  now  busy  assembling  a  mod- 
est oil  empire.  As  usual,  publicity-shy 
Rainwater  won't  com- 
ment about  his  plans, 
but  in  recent  weeks  he 
has  left  plenty  of  fresh 
tracks.  On  Mar.  25 
Rainwater  made  a  rare 
public  appearance  be- 
fore a  Wall  Street  group 
gathered  to  hear  about 
an  upcoming  stock  of- 
fering for  Blocker  Ener- 
gy Corp.  Until  a  Rain- 
water partnership  res- 
cued it  last  year,  Blocker  was  a 
Houston  drilling  contractor  rapidly 
augering  itself  into  the  ground. 

Two  of  Rainwater's  partners  made 
the  speeches,  but  when  someone 
asked  the  partners  individually  for  oil 
industry  turnaround  forecasts,  Rain- 
water himself  said  one  year,  and  then 
compared  investing  in  oil  today  to  his 
investing  in  undervalued  broadcast- 
ing properties  several  years  ago  on 
behalf  of  the  Basses. 

Not  only  is  Rainwater  a  lover  of 
undervalued  assets,  he  also  is  an  ex- 
traordinary dealmaker,  one  who  is 
creating  his  own  values  in  the  oil  in- 
dustry. Rainwater's  partnership  now 
owns  around  65%  of  Blocker's  stock, 
worth  $80  million.  Yet  the  partner- 


ship hasn't  a  dime  of  its  own  money 
left  in  the  company. 

How  did  this  happen?  What  Rain- 
water found  in  Blocker  was  a  drilling 
company  capable  of  making  money 
even  in  tough  times — if  it  could  get 
rid  of  $100  million  in  debt  piled  up 
during  headier  days.  How  to  trans- 
form an  overvalued  company  into  an 
undervalued  one?  He  convinced  credi- 
tors that  the  company  would  die  un- 
less they  took  10  cents  on  the  dollar 
for  nearly  $100  million  in  debt. 

As  a  sweetener,  Rainwater  offered 
them  some  Blocker  stock.  Creditors 
took  the  hit,  and  Rain- 
water and  his  partners 
put  up  $12  million  to 
close  the  deal.  But  not 
long  afterward,  Rain- 
water's partnership  got 
all  of  its  money  back 
from  an  insurance  set- 
tlement on  a  burned  up 
Blocker  rig. 

With  a  rejuvenated 
Blocker,  Rainwater 
plans  to  acquire  other 
strapped  drilling  companies,  assum- 
ing their  balance  sheets  can  be 
cleaned  up.  But  that's  not  all.  On  Mar. 
31  a  similar  Rainwater  partnership 
ponied  up  $3  million  to  gain  58% 
control  after  restructuring  American 
Quasar  Petroleum  Co.,  a  once  wobbly 
Fort  Worth  exploration  and  produc- 
tion company.  Now  American  Quasar 
will  look  for  acquisitions  in  explora- 
tion. Rainwater  plans  to  execute  simi- 
lar deals  in  the  oil  service  business. 

"We  certainly  anticipate  this  thing 
growing  large,"  says  Rainwater's  part- 
ner Carl  Thome,  former  president  of 
Schlumberger's  drilling  and  pipeline 
subsidiary.  "The  values  are  there,  and 
we  can  wait  out  the  recovery.  Timing 
is  the  only  thing  in  question."  ■ 
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"To  victory  on  a  wave  of  oil"  said  Lord 
Curzon,  explaining  why  the  Allies  won 
World  War  I.  He  might  also  have  been 
talking  about  one  of  the  20th  century's 
most  amazing  investment  victories. 

The  century's 
best  investor? 


By  Peter  Fuhnnan 


WHO  WAS  THE  most  SUO 
cessful  investor  of  the 
20th  century?  We  don't 
know  for  sure,  but  we  do  have  a 
nomination:  Winston  Spencer 
Churchill. 

That's  right,  Sir  Winston 
Churchill,  the  Lion  of  the  Brit- 
ish Empire.  In  1914  he  invested 
£2  million  on  behalf  of  the  Brit- 
ish taxpayer  in  a  financially 
strapped  British  oil  company. 
Some  of  the  shares  he  got  have 
been  sold,  but  what's  left  is 
worth  £5  billion.  Figuring  in  the 
value  of  shares  sold  off  over  the 
past  decade,  the  investment's 
annual  gain  works  out  to  12% 
compounded  over  73  years. 

But  wait.  Did  not  fohn  Maynard 
Keynes,  who  called  Churchill's  finan- 
cial policies  "feather-brained,"  grow 
his  assets  at  13.5%  a  year,  compound- 
ed (Forbes,  Sept.  26,  1983)7.  Yes,  but 
Lord  Keynes  died  20  years  before 
Churchill;  his  investment  record 
stretches  over  just  a  quarter-century. 
Thus,  for  rate  and  length  of  a  passive 
investment,  our  nominee  is  Sir  Win- 
ston Churchill. 

The  Churchillian  investment  wc 
are  talking  about  is,  of  course,  British 
Petroleum  Co.  Pic.  In  1911,  with  war 
clouds  gathering  over  Europe,  Herbert 
Asquith  named  Churchill,  then  37, 
Lord  of  the  Admiralty.  The  British 
Navy  had  become  a  museum  piece, 
and  the  ambitious  young  sea  lord,  aid- 
ed by  his  second-in-command,  Admi- 
ral Sir  John  Jellicoe,  threw  himself 
into  commissioning  oil-powered  bat- 
tleships to  replace  a  coal-fired  fleet. 

It  was  20-20  foresight,  as  was  Chur- 
chill's development  of  the  armored 
tank  three  years  later.  But  whence 
would  come  the  petroleum  to  fuel  the 


Churchill.  King  George  V  and  Sir  John  Jellicoe 
Where  was  the  oil  to  come  from? 


new  ships? 

A  solution  presented  itself  in  the 
form  of  the  Anglo-Persian  Oil  Co. 
Nearly  bankrupt  in  1914,  Anglo-Per- 
sian had  secured  the  concession  to  tap 
all  of  Persia's  (or,  as  it  is  now  called, 
Iran's)  oil  reserves.  Oil  was  discovered 
in  1908.  But  the  company  was  driven 
into  insolvency  by  its  efforts  to  con- 
struct a  pipeline  and  refinery  at  Aba- 
dan,  on  the  Persian  Gulf. 

At  Churchill's  insistence,  the  Brit- 
ish government  paid  £2  million  for 
two-thirds  of  Anglo-Persian's  shares. 
Churchill  had  previously  negotiated  a 
supply  contract,  details  of  which  were 
long  kept  secret,  which  made  the 
company  the  primary  supplier  of  oil 
to  His  Majesty's  Navy. 

Churchill  used  all  his  oratorical 
skill  to  build  support  for  the  invest- 
ment. But  many  in  the  House  of  Com- 
mons still  balked  at  the  £2  million 
price  tag.  So  Churchill  turned  to  cre- 
ative accounting.  By  freeing  up  £2 
million  of  unspent  naval  funds,  he 
was  able  to  pay  for  the  Anglo-Persian 


investment.  "A  general  rule  of  sour} 
finance,"  said  Churchill  of  his  booj 
cooking. 

He  also  played  his  Netherlanij 
card.  In  1914  Royal  Dutch/Shell  w; 
Europe's  leading  oil  company  (as 
still  is)  and  was  close  to  buying  Angl 
Persian  when  Churchill  struck.  "W 
have  no  quarrel  with  Shell,"  Chu 
chill  told  Commons.  "Our  relatioi 
might  become  even  more  pleasant  i 
instead  of  being  compelled  to  accej 
whatever  price  they  might  think 
right  to  charge,  we  had  an  indcpei 
dent  position." 

Using  his  own,  somewhat  fancifi 
accounting,  Churchill  calculated  thi 
the  value  of  the  British  holding  grej 
by  2,000%  between  1914  and  192 
irchjv,  and  he  further  argued  that  tn 
secret  supply  contract  "earneq 
the  British  Treasury  £1.7  mi 
lion  a  year  in  savings. 

But  the  investment  cost  mot 
ey,  too.  In  the  early  1920s  Persi 
began  a  descent  into  barbarisn 
To  halt  the  bloodletting  and  ti 
secure  the  oilfields,  the  Bntis 
backed  a  1926  coup  by  a  cossaq 
military  officer  with  imperii 
pretensions,  Riza  Khan,  fath< 
of  the  shah  later  overthrown  \\ 
Khomeini.  Anglo-Persian's  IrJ 
man  holdings  were  nationalize 
in  the  early  1950s,  but  by  thj 
time  its  operations  were  widel 
distributed  around  the  worl 
and  it  was  calling  itself  Bntis 
Petroleum. 
The  1956  Suez  Crisis,  to^ 

  was  partly  a  matter  of  protec 

ing  England's  access  to  BP's  Middl 
Eastern  oil  and  cost  the  Treasury  dea; 
ly.  On  the  other  hand,  BP  has  paj 
more  than  £15  billion  in  income  taxd 
and  dividends  to  the  British  govern 
ment  in  just  the  last  ten  years.  In  198 
the  company  paid  the  Exchequer  £80i 
million  in  taxes  and  dividends.  Thes 
receipts  go  a  long  way  toward  the  go\ 
ernment's  cost  of  protecting  BP  ove 
seven  tumultuous  decades. 

Until  his  death  in  1966,  Winsto) 
Churchill  liked  to  think  of  his  invest 
ment  in  British  Petroleum  as  "a  priz 
from  fairyland  beyond  our  brighte 
hopes."  In  1977  the  British  goverr 
ment  sold  part  of  its  BP  stake.  Noi 
Prime  Minister  Margaret  Thatche 
says  the  Tories  will  sell  the  govern 
ment's  remaining  3 1.7%  holding.  TbJ 
sale  is  expected  to  bring  £5  billion 
valuing  Churchill's  original  holdin 
at  close  to  £10  billion. 

Some  men,  like  Thomas  Watsor 
topped  that  5,000-fold  gain  by  builc 
ing  companies,  but  then  they  didn 
win  any  wars.  ■ 
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The  Up  &  Comers 


tost  companies  on  The  Forbes  500s  were 
nee  tiny.  Below,  a  report  on  some  of  the 
^ung  entrepreneurs  who  are  starting  to- 
uys  tiny  companies. 


Bizkids 


By  Burr  Leonard 


oung  poets'  first  books,  Oscar 
Wilde  once  said,  are  usually 
promissory  notes  that  go  un- 
jd.  Likewise  with  young  entrepre- 
ars  and  their  first  businesses.  For 
;ry  Bill  Gates  and  Steve  Jobs,  there 
i  thousands  of  earnest  young  busi- 
sspeople  whose  enterprises  fall  by 
t  wayside.  Even  if  they  don't  fail, 
*  odds  against  their  ever  appearing 
The  Forbes  500  lists  can  be  daunt- 
t  indeed. 

rhe  wonderful  thing  in  all  this  is 
it  the  odds  don't  matter.  Every  year 


thousands  of  bizkids  turn  their  quirky 
ideas  into  businesses.  For  money?  Not 
entirely.  Fun,  excitement,  the  dare  are 
all  stimuli.  Verne  Harnish,  the  affable 
founder  of  the  Wichita,  Kans. -based 
Association  of  Collegiate  Entrepre- 
neurs (ACE),  puts  his  finger  on  some- 
thing vital  when  he  says,  "The  young 
protesters  of  the  Sixties  are  the  young 
entrepreneurs  of  the  Eighties.  Both 
groups  hate  bureaucracy." 

Harnish  is  a  good  example.  As  a 
student  at  Wichita  State,  he  started 
the  college's  national  network  for  en- 
trepreneurs, a  nonprofit  organization. 
The  first  groups,  from  seven  New  En- 


\n  Moore,  president  of  Moore  Media  International 

e  wanted  more  control  over  her  life  than  showbiz  could  offer. 


gland  colleges,  met  in  November 
1983  in  the  basement  of  a  Chinese 
restauiant  in  Cambridge,  Mass. 

In  1984  barely  20  collegiate  entre- 
preneur clubs  belonged  to  the  associa- 
tion. Today  the  membership  is  more 
than  300  clubs. 

Who  are  these  bizkids?  For  some 
enlightenment  we  went  to  Chicago 
for  ACE's  fourth  annual  get-together 
for  student  entrepreneurs  and  college 
graduates  who  are  in  business  but  un- 
der 30.  The  draw  for  the  800  students 
who  skipped  classes  for  the  event:  op- 
portunities to  meet  possible  future 
business  partners  and  to  attend  semi- 
nars with  titles  like  "The  Use  of 
Power,"  "Corporate  Venturing"  and 
"Equity  Investing." 

There  was  a  lot  of  fun  at  the  con- 
vention's daylong  trade  show  for 
rookie  entrepreneurs.  Here,  Harnish 
rents  booths  to  students  who  are  look- 
ing for  opportunities.  At  one  of  the 
110  booths,  Catesby  Jones,  a  Univer- 
sity of  Virginia  senior,  was  hawking 
his  line  of  Peace  Frogs  undershorts, 
which  are  made  of  cloth  patterned 
after  different  nations'  flags.  "I 
thought  it  would  be  pretty  neat  to 
make  some  shorts  out  of  the  flags  of 
communist  countries,  so  you  could  be 
sitting  on  the  Soviet  flag,"  explains 
Jones.  Saudi  Arabian  flag  shorts,  he 
adds,  are  also  very  popular. 

Other  students  were  peddling 
stuffed  animal  mascots,  groovy  vaca- 
tions in  southern  isles, 
goofy  sunglasses,  canned 
Chicago  Wind.  A  tall  stu- 
dent marketed  X-rated 
games  billed  as  "Dirtier 
than  Scruples,  more  re- 
vealing than  Marilyn 
Chambers  and,  at  $14.50,  a 
lot  cheaper  than  Trivial 
Pursuit. "  For  coeds  there  is 
an  expensive  lingerie  line 
called  Campus  Secrets, 
and  a  line  of  stick-on  plas- 
tic flowers  that  can  substi- 
tute for  bathing  suit  tops. 

To  each  year's  conven- 
tion, Harnish  invites 
"The  Top  100."  These  are 
the  highest-grossing  (ac- 
cording to  ACE)  business- 
es owned  by  entrepre- 
neurs 30  or  under.  These 
older  bizkids  are  supposed 
to  serve  as  role  models  for 
the  entrepreneurs.  Last 
year's    star    was  Apple 
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Computer':,  Steve  Jobs,  but  Jobs  is 
now  over  the  hill — he's  31.  We  chat- 
ted with  several  of  these  still-wet- 
behind-the-ears  business  builders. 
Among  the  more  interesting: 

Rayvon  Reynolds,  Moby  Dick  National 
Co.,  Owensboro,  Ky. 

"My  father  was  against  me  doing  en- 
treprencunng,"  says  impish  Reyn- 
olds, 25.  "He  felt  that  I  should  work 
for  a  big  company.  To  this  day  he 
thinks  I'm  a  little  crazy." 

Dad  should  have  saved  his  breath. 
At  13  Reynolds  and  a  friend  gave  mag- 
ic shows  and  ran  a  birthday  party  ser- 
vice. A  couple  years  later  he  was  sell- 
ing his  neighbors  Goblin  Insurance 
policies  (premium:  $10)  covering  the 
damage  from  Halloween  pranks  like 


own.  Last  year  Reynolds'  Moby  Dick 
National  grossed  $1  million. 

Ronald  Achs,  Festival  Group,  Chicago 
If  it  is  true  that  a  businessman's  best 
lesson  is  his  first  bankruptcy,  then 
Ron  Achs,  26,  should  be  on  his  way. 
"When  I  was  forced  into  bankruptcy, 
it  was  very  humbling,"  says  Achs,  a  6- 
foot-6  college  track  star.  "You're  ath- 
letic. You're  in  the  papers.  The  whole 
nine  yards.  Then  you're  punched  in 
the  face." 

In  1983  Achs  launched  a  consumer 
food  show,  the  Great  American  Pizza 
Fest,  where  pizza  chains  and  frozen 
food  companies  promoted  their  prod- 
ucts with  giveaways  and  live  music. 
Almost  immediately,  it  turned  profits 
in  Milwaukee,  Seattle  and  other  cit- 


Jay  Go/tz,  president  of  Artists'  Frame  Service 

His  relatives  assumed  he'd  go  into  accounting. 


toilet-papered  trees  and  soaped  win- 
dows. As  a  student  at  the  University 
of  Kentucky,  he  operated  Teddy's 
Tuck-ln  Service,  where  messengers 
dressed  as  bears  would  tuck  students 
into  bed  at  night. 

If  none  of  this  earned  Reynolds  any 
serious  money,  it  did  win  him  a  cer- 
tain reputation  as  a  self-confident 
young  man  on  the  make.  "Back  when 
the  dollar  was  strong,  I  got  into  gray- 
market  German  cars.  Then  I  bought 
out  a  roast  beef  sandwich  chain.  I  had 
different  partners  on  the  deals." 

In  1985  Reynolds,  still  only  23, 
bought  the  rights  to  expand  the  Moby 
Dick  Restaurant  chain  nationwide. 
At  that  time  the  restaurants  were  op- 
erating in  just  four  states.  Over  the 
next  year  Reynolds  bought  an  equity 
interest  in  some  of  the  existing  21 
stores,  then  arranged  financing  for  13 
new  stores  and  purchased  a  few  of  his 


ies.  Then,  in  1984,  Achs  was  seriously 
injured  in  an  auto  accident.  Lawsuits 
and  medical  bills  followed,  and  he  has 
since  been  plagued  by  recurrent  sur- 
gery and  hospitalization.  All  the  1987 
shows  were  canceled,  as  well  as  six  of 
the  1986  shows  which  were  already 
publicized  and  paid  for.  Achs,  with  a  lot 
of  borrowed  money  on  the  line,  was 
wiped  out.  "My  car  was  repossessed," 
he  says.  "I  was  almost  evicted  from  my 
home.  It  cost  my  company  in  excess  of 
$1.2  million.  I  had  to  lay  off  ^employ- 
ees. Then  I  sat  down,  brushed  myself 
off  and  cried  a  lot."  Looking  like  he 
might  break  down  again,  Achs  con- 
fides: "I'd  never  cried  before." 

A  Pentecostal  Christian,  Achs  is 
digging  himself  out  from  under  his 
bills  by  helping  run  a  little  insurance 
company.  The  old  flame  still  burns. 
"It's  not  going  to  take  long  to  come 
back,"  he  vows.  "I'm  going  to  do  some 


food  shows.  I've  got  a  business  plaijl 

Lynn  Moore,  Moore  Media  Internatiom 
Westmont,  III.  I 
With  raven  black  hair  and  stnkiil 
green  eyes,  29-year-old  Lynn  Modi 
still  looks  like  the  opera  singer  s| 
was  trained  to  be.  During  her  ea]l 
20s  she  worked  on  rock  gigs  and  I 
shows  off  Broadway,  but  she  want 
more  control  over  her  life.  She  we 
to  work  in  Western  Electric's  Swito 
ing  Equipment  division,  but  the 
wasn't  much  control  there,  either. 

So,  with  $15,000  in  savings,  s\ 
started  her  own  business,  in  publ 
relations.  By  the  end  of  the  first  ye 
she  had  gone  through  the  savings  a| 
was  $50,000  in  debt.  A  trouper,  s| 
invited  her  former  Western  Elect: 
bosses  to  lunch,  borrowed  a  mink  cc 
to  appear  prosperous  and  walk 
away  from  the  meal  with  a  check  < 
$30,000. 

That  was  in  1982.  Today  Moore  1 
ternational  is  debt-free  and  last  ye 
grossed  $1.3  million.  She  has  pi 
duced  a  trade  film  on  doing  businc 
with  China,  and  she  boasts  a  Broa 
way  star  [Hair's  Michael  Butli 
among  her  clients. 

Jay  Goltz,  Artists'  Frame  Service,  Chica\ 
"I  didn't  think  I'd  have  the  bigge 
picture  frame  business  in  Chicago 
says  Goltz,  30.  "I  assumed  my  coj 
petitors  knew  so  much  more  aba 
the  business  that  it  would  take  me 
years  to  get  to  where  they  are.  But  a 
finding  that  most  people  in  busine 
are  marginal." 

Goltz  was  a  marginal  high  schc 
and  college  student.  Barely  graduatin 
he  got  a  job  in  a  frame  store,  and  a  lig 
suddenly  went  on.  The  height  of  t 
framer's  markups  (typically  400%  ai 
more)  astounded  him.  Determined 
trade  his  hourly  pay  for  a  cut  of  tl 
markups,  he  opened  his  own  shop 
1979.  "My  neighbors  and  relatives  a 
sumed  I'd  be  going  into  an  accounts 
job  like  everyone  else,"  he  recall 
"When  I  told  friends  I  was  going  in 
the  picture  frame  business,  th< 
looked  at  me  like  I'd  said  I  was  goii 
into  raising  soybeans  in  Utah."  La 
year  Goltz'  Artists'  Frame  Service  so 
$2.2  million  worth  of  frames. 

What  qualities,  then,  characten: 
today's  bizkids?  To  judge  from  tho 
at  the  Chicago  convention,  the  san 
things  that  characterize  entrepr 
neurs  of  all  generations:  self-con 
dence,  ingenuity,  an  interest  in  fin 
ing  practical  solutions  to  real  pro 
lems — and  a  poet's  belief  that  if  tl 
first  effort  doesn't  pay  off,  the  wor 
won't  end.  ■ 
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listen  to  this  idea. 

Shoot. 

It's  for  a  fax  machine  like  no 
other  fax  machine  ever  made. 

With  more  memory? 

600  pages.  With  that  much 
memory,  you  could  send  a  30  page 
document  to  35  branch  offices 
with  the  touch  of  a  button.  And 
you  can  assign  private  mailboxes, 
foryour-eyes-only  mail. 

Fine  idea. 

That's  just  for  starts.  We  can  tie  it 
into  the  PC  to  exchange  information 
between  the  fax  and  PC  networks. 
And!  We  can  simplify  the  operation 
so  you  pencil  in  a  few  marks  on  a 
card,  use  that  as  the  first  page,  and 
fax  anything  out  to  99  preset 
phone  numbers.  And! 

Another  and? 

And,  well  diagnose  problems  over 
the  phone,  long  distance,  and  fix 
them,  electronically.  You  may  never 
need  a  service  visit.  Good? 

Astounding.  We  better  tell  our  management 
to  sit  down  before  we  lay  this  on  them. 


Pitney  Bowes 
facsimile  systems 
For  details  call 
800-MR.  BOWES,  ext.  363. 


A  climate  that  grows  ideas 

§|  Pitney  Bowes 


Earn  free  flights 
faster,  go  even 
farther. 


When  you're  a  member  of  the  US  Air  Frequent 
Traveler  Program,  the  miles  you  fly  add  up 
quickly.  You'll  earn  free  or  reduced  rate  travel 
awards  at  every  award  level — from  1 0,000  to 
100,000  miles. 

You'll  receive  2,000  bonus  miles  just  for  joining 
and  another  2,000  mile  bonus  for  flying  USAir  or 
Allegheny  Commuter  within  60  days  after  joining. 

USAir  Frequent  Travelers  earn  a  minimum  of 
500  miles  for  every  USAir  flight.  Plus,  you'll  also 
earn  travel  awards  with  the  following  Frequent 
Traveler  partners: 

■  Allegheny  Commuter 

■  British  Airways 

■  Hawaiian  Airlines 

■  Hertz 

■  Marriott  Hotels  and  Resorts 

■  Omni  Hotels 

■  Pacific  Southwest  Airlines  (PSA) 

Your  travel  awards  can  give  you  reduced  rates 
on  a  USAir  Club  membership,  a  weekend  car 
rental  from  Hertz,  or  a  free  stay  at  selected 
Marriott  and  Omni  hotels.  You  can  also  earn  up 
to  six  roundtrip  tickets  to  any  USAir  city,  plus 
free  flights  on  British  Airways  and  PSA. 

But  that's  not  all.  Starting  May  7,  your 
accumulated  USAir  mileage  can  take  you  to 
Hawaii — with  our  newest  Frequent  Traveler 
partner,  Hawaiian  Airlines. 

It's  easy  to  join.  Just  fill  out  the  coupon  below 
and  send  it  to  USAir,  or  pick  up  an  application  at 
any  USAir  ticket  counter  and  receive  a  2,000 
mile  bonus. 


Please  print  or  type — each  individual  must  enroll  separately 
Mr  Mrs.  Ms.  Miss  


Company  Name  Company  Zip  Code 

Below  is  my  □  Business  Home  address 


City  State  Zip  Code 

Business  Phone  1  I  

Home  Phone  (  )  

/  am  a  member  of  The  USAir  Club  O 

Mail  to  USAir  Frequent  Traveler  Program 

AMF  O'Hare,  P.O.  Box  66907,  Chicago,  IL  60666-0907 

FB01 

FREQUENT 
TRAVELER 
PROGRAM 


On  the  Docket 


mders  that  were  stiffed  by  sovereign  dead- 
Ms  in  the  tin  crisis  are  finding  it  difficult 
sue  a  whole  country. 


Bankers  beware 


By  Richard  C.  Mora  is 

{ack  at  the  turn  of  the  decade, 
few  assurances  sounded  more 
comforting  than  the  calm 
rds  of  bankers  saying  that  sover- 
|n  nations  simply  could  not  default 
their  loans.  Oh,  really?  It  was  not 
g  before  many  of  those  bankers 
jiped  up  as  lenders  to  the  London- 
ed  International  Tin  Council, 
:ned  by  22  nations — mclud- 
j  West  Germany,  Japan  and 
iiada — to  prop  up  the  price  of 

I  on  the  world  market, 
j'wo  years  ago  the  council 
llapsed  in  bankruptcy,  short 
4  billion  in  working  capital, 

I I  now  14  major  banks  are 
ck  with  $300  million  worth 
I  let  losses.  In  the  meantime, 
jse  sovereign  debtors  have 

n  pulling  every  trick  imagin- 
|e  to  stay  out  of  court  and  one 
3  ahead  of  their  creditors, 
j  Tie  International  Tin  Coun- 
istory  serves  as  a  lesson  to  the 
/ate  sector  of  the  risks  in- 
ked in  doing  business  with 
ereign  governments  and  their  m- 
lational  organizations,  since  find- 
a  court  that  can  enforce  claims 
linst  sovereign  countries  is  nearly 
possible.  Incredibly,  the  Tin  Coun- 
bankruptcy  case  could  even  end  up 
:he  International  Court  of  Human 
,hts  in  The  Hague  before  the  mat- 
is  resolved. 

n  its  heyday  the  Tin  Council  did 
;;iness  with  some  of  the  world's 

st  prestigious  commodities  traders 
!  rbes,  Afw.  21.  1986).  Brokers  like 
i  U.S.'  Shearson  Lehman  Brothers, 

lada's  Rudolf  Wolff  or  Germany's 

talgesellschaft  contracted  to  buy 


tin  on  behalf  of  the  council  at  a  price 
of  around  S14,000  per  metric  ton.  But 
when  the  council  turned  up  short  of 
cash  to  pay  for  the  purchases,  the 
price  of  tin  eventually  crashed  to 
$5,600.  Some  13  brokers  are  stuck 
with  $630  million  in  losses. 

The  brokers  weren't  the  only  ones 
that  lost  out  when  the  cartel  backed 
out  of  its  commitments.  Some  14 
banks,    including    Hambros  Bank, 


Kleinwort  Benson  Ltd.,  the  Algemene 
Bank  Nederland  and  the  Australian 
and  New  Zealand  Banking  Group  had 
lent  the  Tin  Council  operating  capi- 
tal, happily  accepting  actual  tin  as 
collateral.  When  the  price  of  the  met- 
al plunged,  so  did  the  value  of  their 
collateral. 

Now  the  member  nations  of  the 
council  are  refusing  to  accept  respon- 
sibility for  the  debacle,  forcing  credi- 
tors to  search  for  courts  that  are  will- 
ing to  hear  their  complaints.  There 
are  currently  17  Tin  Council-related 
lawsuits,  most  of  them  filed  in  Brit- 
ain's High  Court.  The  two  central 


suits  request  that  the  courts  liquidate 
the  Tin  Council  and  force  the  mem- 
ber countries  to  meet  their  obliga- 
tions. But,  there  is  a  problem.  "There 
is  a  tradition  in  international  law  of 
not  holding  states  liable  in  domestic 
courts,"  notes  Ralph  Steinhardt,  pro- 
fessor of  international  law  at  George 
Washington  University  Law  Center. 
Indeed,  most  countries  have  some 
sort  of  law  granting  sovereign  nations 
immunity  from  prosecution.  Accord- 
ingly, Steinhardt  notes,  there  is  no 
one  authoritative  court  where  cases 
could  be  heard  even  if  the  sovereign 
nations  were  to  be  exempted  from 
that  immunity. 

Not  surprisingly,  the  courts  have, 
so  far,  sided  with  the  sovereigns.  Last 
September  Amalgamated  Metal  Trad- 
ing, joined  by  Kleinwort  Benson,  filed 
to  have  the  Tin  Council  liquidated  by 
a  British  court,  only  to  have  the  judge 
strike  down  the  petition.  Against  an 
international  organization  of  sover- 
eign governments,  he  said,  his  court 
did  not  have  the  authority  to  enforce  a 
decision.  (Amalgamated  is  now  ap- 
pealing the  decision  to  a  higher  Brit- 
ish court.)  Following  the  same  legal 
attack,  the  British  government,  later 
joined  by  the  other  nations,  moved  in 
January  to  have  a  $24  million  claim 
by  broker  J.H.  Rayner  dismissed  on 
grounds  of  jurisdiction  and  immuni- 
ty. The  hearing  is  scheduled  for 
next  month. 

Is  the  British  government 
playing  fair  with  its  creditors? 
Though  Britain  insists  the 
courts  have  no  jurisdiction  in 
the  matter,  an  internal  legal 
memo  dated  November  1985 
from  the  British  Department  of 
Trade  &  Industry  suggests  the 
government  is  simply  hiding  be- 
hind a  technicality.  The  memo 
argues  that  "there  are  some  au- 
thoritative indications  that  it  is 
not  possible  for  member  coun- 
tries of  organizations  such  as 
the  International  Tin  Council 
to  escape  liability  to  third  par- 
ties when  the  funds  of  these  organiza- 
tions are  insufficient  to  meet  their 
debts." 

Understandably,  those  victims  of 
the  tin  crisis  are  determined  not  to  be 
burned  again.  "We're  looking  very 
carefully  at  anything  that  is  any  dis- 
tance from  a  government,"  says  Sir 
Adam  Ridley,  executive  director  of 
Hambros  Bank.  "With  the  multina- 
tional organizations,  one  must  be 
even  more  suspicious."  And  Michael 
Arnold,  the  Arthur  Young  senior  part- 
ner representing  some  creditor  bro- 
kers, is  more  succinct:  "Don't  trust 
any  government."  ■ 
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and 


joy  Stouffer  Hotels  Club  Floors, 
double  your  Share  in  America 


OO 


Now  when  you  stay  on  the 
exclusive  Club  Floor  of  am 
the  Stouffer  Hotels  listed  h< 
you'll  earn  U.S.  Savings  Bon 
twice  as  fast  as  you  would 
earn  in  our  regular  Share  in 
America  fringe  benefit  plan, 
by  staying  in  a  luxurious  CI 
Floor  room,  you  can  earn  I 
Savings  Bonds  worth  from 
to  $2,000.  Here's  how  our  \ 
Floor  Share  in  America  woi 


*Offer~applies  only  to  Club  Floor  rack  or  Club  Floor  national  corporate  rates.  Not 
applicable  to  groups.  Offer  may  be  withdrawn  at  any  time  without  prior  notice.  Offer 
may  not  be  used  in  conjunction  with  any  other  discount  or  promotion;  however, 
Club  Express  benefits  apply.  Guest  must  request  the  Share  in  America  Plan  when 
checking  in,  The  Share  in  America  Plan  may  not  be  available  at  some  locations 

United  States  Savings  Bond  regulations  apply.  Face  value  based 
irity.  Certificate  offer  valid  May  1  —  December  30, 1987.  Certificates 
by  January  31, 1988.  "Applies  to  Club  Deluxe  rooms  only. 


■ 

u  receni 
gs  Bonn 

S  10 

6 

$  20 

EE 

$  40 

15 

S  60' 

35 

$1,40 

Next  trip,  book  our  exclusi 
Club  Floor  at  these  Stouffei 
Hotels,  and  double  your  Sh 
in  America. 

Stouffer  Austin  Hotel,  Austin,  TX 
Stouffer  Concourse  Hotel  -  Denver,  CO 
Stouffer  Concourse  Hotel  -  Los  Angeles, 
Stouffer  Concourse  Hotel  -  St.  Louis,  MC 
Stouffer  Concourse  Hotel  -  Washington, 
Stouffer  Dayton  Plaza  Hotel,  Dayton,  OH 
Stouffer  Hamilton  Hotel,  Chicago  (Itasca 
Stouffer  Madison  Hotel,  Seattle,  WA 
Stouffer  Oak  Brook  Hotel,"  *  Chicago  (Oak 
Stouffer  Orlando  Resort,  Orlando,  FL 
Stouffer  Riverview  Plaza  Hotel,  Mobile,  A 
Stouffer  Rochester  Plaza  Hotel,  Rocheste 
Stouffer  Tower  City  Plaza  Hotel,  Clevelam 
Stouffer  Valley  Forge  Hotel,  Philadelphia, 
Stouffer  Waverly  Hotel,  Atlanta,  GA 
Stouffer  Winston  Plaza  Hotel,  Winston -Si 

For  reservations,  call  your  i 
agent  or  1-800-HOTELS 1. 


Yxi  can  depend  on  our  good  nam| 


odnam) 


m 


Amomcing 
Stouffer  Hotels 


I 

■ 


Now  it's  easy  to  ft 


Perfect  for  birthdays,  anniver- 
saries, second  honeymoons,  or 
just  that  weekend  breakaway. 

Breakation  #1. 

One  night  (Friday  or  Saturday). 
Room  only,  two  persons  per 
room.  Complimentary  coffee 
and  newspaper  with  wake- 
up  call. 

Breakation  #2. 

One  night  (Friday  or  Saturday). 
Welcome  champagne,  conti- 
nental breakfast  for  two  (room 
service  or  restaurant),  two 
persons  per  room. 

Breakation  #3. 

Two  nights  (Friday  and  Saturday). 
Welcome  champagne,  conti- 
nental breakfast  for  two  (room 
service  or  restaurant),  two 
persons  per  room. 

Breakation  #4. 

Two  nights  (Friday  and  Saturday). 
Welcome  champagne,  conti- 
nental breakfast  for  two  (room 
service  or  restaurant),  Sunday 
Brunch  for  two  (or  full  break- 
fast, if  no  brunch  served), 
two  persons  per  room. 

Breakation  #5. 

Two  nights  in  SUITE  (Friday 
and  Saturday).  Welcome 
champagne,  continental  break- 
fast for  two  (room  service  or 
restaurant),  Sunday  Brunch  for 
two  (or  full  breakfast,  if  no 
brunch  served),  two  persons 
per  room. 


Atlanta,  GA 


Austin,  TX 


Battle  Creek,  MI 


Boston,  MA  (Bedford  Glen) 


Cedar  Rapids,  LA 


Chicago,  IL  (Itasca) 


Chicago,  IL  (Oak  Brook) 


Cleveland,  OH 


Columbus,  OH  (Dublin) 


Dallas,  TX 


Dayton,  OH 


Denver,  CO-Stapleton  InternatT  Airport 


Houston,  TX 


Los  Angeles,  CA-Los  Angeles  InternatT  Airport 


Mobile,  AL 


New  York,  NY  (White  Plains) 


Philadelphia,  PA 


Rochester,  NY 


Seattle,  WA 


Scottsdale,  AZ 


St.  Louis,  MO -Lambert  International  Airport 


Washington,  D.C-Washington  NatT  Airport 


Washington,  D.C. 


Winston-Salem,  NC 


'Not  available  to  groups.  Based  on  availability.  Advance  reservations  requin 
valid  through  December  30,  1987. 


Let's  Get  Away  From  It  All. 

At  Stouffer  Hotels,  we're  very  much  aware 
of  how  Americans  are  changing  the  way 
in  whiGh  they  take  vacations.  The  traditional 
two -week  vacation  is  giving  way  to  more 
frequent  but  shorter  vacations.  For  example, 
two  -  thirds  of  all  families  took  vacation  trips 
last  year,  but  almost  three-fourths  of  these 
trips  lasted  less  than  three  days.  More  and 
more  of  you  are  going  for  short  breaks.  We 
call  them  "Breakations,"  and  we've  put 
together  some  very  special  "Breakation" 
packages  for  you  at  all  of  bur  Stouffer  Hotels 
and  Resorts. 

As  you  glance  through  our  "Breakations," 
I'm  sure  you'll  find  just  the  right  accommo- 
dations at  the  right  price  to  suit  your  family's 
vacation  plans.  You  may  also  notice  that  we 
now  offer  you  more  hotels  and  resorts  in 
more  locations  than  ever.  Now  you  have 
exciting  new  cities  in  which  to  enjoy  the 
traditional  hospitality  of  Stouffer  Hotels 
and  Resorts. 

We  will  look  forward  to  making  your 
next  breakation  with  us  as  exciting  and 
memorable  as  possible.  As  always,  you  can 
depend  on  our  good  name. 


ill 


FIND  STOUFFER  HOTELS  IN  THESE  LOCATIONS. 


Atlanta,  GA 

Stouffer  Pinelsle  Resort 
(404)  945-8921 
Stouffer  Waverly  Hotel 
(404)  953-4500 

Austin,  TX 

Stouffer  Austin  Hotel 

(512)  343-2626 

Battle  Creek,  MI 

Stouffer  Battle  Creek  Hotel 

(616)  963-7050 

Boston,  MA 

Stouffer  Bedford  Glen  Hotel 

(617)  275-5500 

Cedar  Rapids,  LA 

Stouffer  Five  Seasons  Hotel 
(319)  363-8161 

Chicago,  IL 

Stouffer  Hamilton  Hotel 
(312)  773-4000 
Stouffer  Oak  Brook  Hotel 
(312)  573-2800 

Cleveland,  OH 

Stouffer  Tower  City  Plaza  Hotel 
(216)696-5600  ' 

Columbus,  OH 

Stouffer  Dublin  Hotel 
(614)  764-2200 

Dallas,  TX 

Stouffer  Dallas  Hotel 
(214)  631-2222 

Dayton,  OH 

Stouffer  Davton  Plaza  Hotel 

(513)  224-0800 

Denver,  CO 

Stouffer  Concourse  Hotel  - 

Denver  Stapleton  International  Airport 

(303)  399-7500 

Houston,  TX 

Stouffer  Greenway  Plaza  Hotel 
(713)629-1200 

Los  Angeles,  CA 

Stouffer  Concourse  Hotel  - 

Los  Angeles  International  Aiq>ort 

(213)  216-5858 


Maui,  HI 

Stouffer  Wailea  Beach  Resort 

(808)  879-4900 

Mobile,  AL 

Stouffer  Riverview  Plaza  Hotel 

(205)  438-4000 

Nashville,  TN 

Stouffer  Nashville  Hotel  (open  mid-198^) 
(615) 255-8400 

New  York,  NY 

Stouffer  Westchester  Hotel 
(914)  694-5400 

Orlando,  FL 

Stouffer  Orlando  Resort 
(305)  351-5555 

Philadelphia,  PA 

Stouffer  Vallev  Forge  Hotel 
(215)  337-1800 

Rochester,  NY 

Stouffer  Rochester  Plaza  Hotel 
(716)  546-3450 

Scottsdale,  AZ 

Stouffer  Cottonwoods  Resort 
(602)  991-1414 

Seattle,  WA 

Stouffer  Madison  Hotel 

(206)  583-0300 

St.  Louis,  MO 

Stouffer  Concourse  Hotel  - 

St.  Louis-Lambert  International  Airport 

(314)429-1100 

St.  Thomas,  USVI 

Stouffer  Grand  Beach  Resort 

(809)  775-1510 

Washington,  DC 

The  Mavflower  -  A  Stouffer  Hotel 
(202)  347-3000 
Stouffer  Concourse  Hotel  - 
Washington  National  Airport 
(703)  979-6800 

Winston-Salem,  NC 

Stouffer  Winston  Plaza  Hotel 
(919) 725-3500 


Callyourtra\d  agent  or  1-800-HOTELS  L 


Taxing  Matters 


Edited  by  Laura  Saunders 


wether  you  Ye  jumping  or  being  pushed 
\to  early  retirement,  know  how  your 
\oves  will  affect  your  taxes. 

Taxes  for 
young  retirees 


f  you're  looking  down  the  bar- 
rel of  an  early-retirement  gun — or 
even  if  you  see  early  retirement  as 
:  chance  of  a  lifetime — you  face  a 
st  of  questions  about  your  future 
>RBES,  May  5,  1986].  Adding  to  the 
my  of  the  decision  is  the  complex- 
of  the  tax  code.  Here,  courtesy  of 
ce  Waterhouse  tax  sage  Leon  Nad, 
tax  guide  to  early  retirement.  It 
ikes  interesting  reading  even  if  re- 
sment  is  far  from  your  mind:  What 
lows  illustrates  the  rat's  nest  Con- 
ss  has  made  of  the  tax  code. 
:irst  and  most  important,  says  Nad, 
your  pension  settlement.  Typically 
ns  offer  a  choice:  Take  the  pension 
an  annuity  or  as  a  lump  sum  distri- 
tion.  The  two  are  usually  equiva- 
it  actuarially. 

\nnuities  have  advantages.  Invest- 
:nt  decisions  are  the  company's 
adache,  and  the  annuities  are  sim- 

taxed  as  ordinary  in- 
me  when  received, 
lat's  more,  the  top  feder- 
ate is  scheduled  to  come 
wn  to  33%  next  year, 
e  top  rate  this  year  is 
5%. 

Jut  if  you  think  you  can 
it  the  company's  money 
:n,  or  if  you  want  the  use 
the  money,  take  the 
np  sum.  Here  your  op- 
ns  multiply.  You  can 
ually  roll  over  the  entire 
lount  tax-free  into  an 
A.,  subject  to  the  benefits 
d  restrictions  of  a  normal 
A,  and  manage  the  mon- 
yourself.    Note:  The 


Chas  B  Slackman 


deadline  for  making  an  IRA  rollover  is 
a  strictly  enforced  60  days. 

If  you  think  you'll  get  another  job 
with  benefits,  consider  segregating 
and  rolling  over  the  lump  sum  into  a 
"conduit"  IRA,  which  you  can  roll 
into  your  new  employer's  pension 


Pick  your  poison 


Taking  a  lump  sum  for  early  retirement  will  cost  you 
a  lot  of  tax,  but  choosing  the  right  formula — and  the 
right  year  to  cash  out — will  minimize  the  damage. 
Here  are  the  options  for  retirees  born  in  1931  or 
before.  If  there's  no  simple  pattern  to  the  numbers, 
that's  because  the  law  is  so  complex. 


Lump  sum 
distribution 


10-year 
averaging 


-Federal  taxes'  using  

-5-year  averaging 


this  year 


$100,000 


$14,471 


$16,720 


500,000 


143,682 


162,320 


1,000,000 


382,210 


354,820 


Assumes  no  part  of  distribution  is  treated  as  a  capital  gain. 

Source  Price  Waterhouse 


plan  or  continue  to  manage  yourself. 

You  also  can  pay  the  tax  and  keep 
the  money.  For  example,  you  may 
want  to  invest  the  money  in  your  own 
business.  But  here  the  rules  get  so 
complicated  that  you  will  probably 
first  have  to  invest  in  an  accountant. 
Don't  forget  to  ask  about  state  taxes. 
If  you  were  working  in  New  York  but 
plan  to  retire  to  Florida,  an  IRA  roll- 
over could  save  you  a  lot  of  money 
with  New  York  State's  outrageously 
high  tax  rates. 

As  for  federal  taxes:  There  are,  in 
effect,  three  different  tax  codes  for 
lump  sum  cash-outs  if  you  leave  your 
job  this  year  or  later.  One,  roughly 
speaking,  applies  to  people  born  be- 
fore 1932.  Another  applies  to  people 
born  from  1932  through  1935  (roughly 
speaking— the  rules  depend  not  only 
on  birth  date  but  on  date  of  distribu- 
tion). The  third  applies  to  people  born 
after  1935. 

And  this  is  what  Congress  calls  tax 
simplification? 

Anyhow,  the  oldest  retirees  are 
taxed  most  leniently.  They  get  an  as- 
sortment of  tax-reducing  options 
available  to  everyone  until  last  year's 
tax  changes.  Among  them  is  the  right 
to  pay  tax  at  the  old  20%  capital  gains 
rate  on  a  portion  of  the  lump  sum. 
Another  is  the  option  to  pay  tax  on 
the  rest  of  the  lump  sum  by  choosing 
one  or  two  so-called  forward-averag- 
ing methods:  ten-year  at  1986  tax 
rates  or  five-year  at  current  tax  rates. 

Is  it  any  wonder  that  even  the  ac- 
countants are  confused? 

The  people  in  the  middle  age  group, 
roughly  those  born  in  1932  through 
1935,  get  the  same  options.  But  they 
must  also  pay  an  extra  10%  tax  on  the 
lump  sum.  Usually. 

The  youngsters,  those  born  after 
1935,  can  use  only  one  kind  of  for- 
ward averaging  and  always  pay  the 
10%  extra  tax.  If  you're  in  this  group, 
roll  the  money  into  an  IRA  unless  you 
have  a  fabulous  business  to 
invest  in. 

Forward  averaging  has 
scant  connection  to  any 
arithmetic  average.  It's 
simply  a  way  of  applying 
lower  tax  rates  to  lump 
sums.  Details  of  how  to  use 
these  methods  are  de- 
scribed in  the  IRS'  Publica- 
tion 575  and  in  the  instruc- 
tions to  form  4972.  Suffice 
it  to  say  that  these  varia- 
tions can  make  a  big  differ- 
ence in  taxes  (see  table),  es- 
pecially because  tax  rates 
this  year  are  higher  than 
they  will  be  next  year.  So  if 
your  company  is  open  to 


next  year 


$16,398 


140,000 


280,000 
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A  word  to  the 
wary  about 
life  insurance  and 


financial  planning 


The  word  is,  don  t  Don't 
look  at  a  life  insurance 
proposal,  don't  look  at  a 
financial  plan,  until  you've 
looked  at  the  person 
behind  it.  Until  you 
know  that  person  is 
a  Chartered  Life 
Underwriter  (CLU) 
or  a  Chartered  Financial 
Consultant  (ChFC). 

Those  initials  tell  you  this  person  is  a 
professional.  Someone  who  cared  enough 
to  complete  four  or  five  years  of  advanced 
study  —  at  The  American  College,  the 
oldest  accredited  college  in  the  field. 


Thomas  trusted  his  mother, 
but  he  always  cut  the  cards. 


They  tell  you  this  is 
someone  with  the  expe 
ence,  the  expertise  and  t 
ethical  insight  it  takes  to 
design  an  optimum  plar 
A  plan  that  fits  your  nee 
and  that  is  aimed  at  ;w 
goals. 

Can  a  ChFC  or  a  CLl 
promise  you'll  achieve  ever} 
objective  on  your  list?  No  more  than  a 
doctor  can  guarantee  a  cure.  But  doesn' 
stand  to  simple  sweet  reason  that,  in  boi 
cases,  your  chances  are  vastly  improvec 
by  having  a  professional  by  your  side? 
There's  a  CLU  or  a  ChFC  near  you. 


American  Society  of  cm  &  ChFC 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 


;gotiation,  study  your  options  care- 
lly  before  deciding  when  to  retire. 
In  general,  the  same  rules  apply  to 
oney  from  401  (k)  plans:  You  can 
ther  roll  them  over,  tax-free,  or  use 
rward  averaging  if  eligible.  Many 
nployee  savings  plans  have  convert- 
l  into  401(k)  plans  in  recent  years.  If 
m  have  one  of  those,  then  you  prob- 
tly  have  two  different  pots  of  money, 
ne  consists  of  your  aftertax  contri- 
ltions  from  the  old  days.  This  mon- 
'  comes  out  tax-free,  and  cannot  be 
lied  over  into  an  IRA.  The  rest,  con- 
sting  of  your  401  (k)  contributions  of 
etax  income,  plus  the  firm's  contri- 
ltions,  plus  all  appreciation,  is  treat - 
I  as  a  lump-sum  pension  payout. 
Can  you  make  partial  rollovers  of 
imp  sums  and  use  forward  averaging 
i  the  rest?  No,  says  Nad.  What's 
ore,  you  must  combine  all  distribu- 


ax  rates  this  year 

re  higher  than  they 

ill  he  next  year.  So  if  your 

imp  any  is  open  to 

egotiation,  study  your 

ptions  carefully  before 

eciding  when  to 

ike  early  retirement. 


Dns  from  different  pension  and  tax- 
I'ierred  plans  received  in  the  same 
i:ar  if  you  forward  average.  So  if  you 
ant  to  average  your  pension  money, 
Id  roll  over  your  401(k)  money,  try 

get  your  company  to  make  those 
jstributions  in  different  years. 
As  you  plan,  also  beware  of  the  new 
:\%  surtax  on  excess  distributions.  In 
sence,  if  you  take  more  than 
.12,500  annually  from  all  your  tax- 
tiferred  plans,  such  as  annuities, 
[As,  401  (k)s  and  such,  Uncle  Sam 
;aps  on  a  15%  extra  tax — sometimes, 
here  are  complicated  exceptions, 
lie  penalty  can  also  hit  lump  sums 
jtove  $562,500  that  you  forward 

erage.  Yet  another  complicating 
ictor:  You  must  begin  withdrawals 
Dm  your  IRA  by  age  70 'A,  and  the 
oney  will  be  taxed  at  rates  up  to 
>%  (higher  if  Congress  takes  back 
i  e  recent  cuts). 

Do  you  have  incentive  stock  op- 
ons?  You  have  three  months  to  exer- 
se  them  after  retirement  if  you  want 
:  retain  their  special  tax  breaks.  All 
e  ordinary  restrictions  on  sales  of 
)tions  also  apply,  if  you  want  to 
roid  owing  tax  at  ordinary  income 
jtes  on  the  difference  between  the 
)tion  price  when  granted  and  when 
ercised. 

Welcome  to  the  wonderful  world  of 
x  reform. — L.S. 


More  earning  potential,  less  risk. 


NOW  VANGUARD 
CAN  GIVE  EVERY  INVESTOR  I 
"RELATIVE  PREDICTABILITY."  \ 

Vanguard  Quantitative  Portfolios  is  a  fully  invested,  broadly 
diversified,  no-load  mutual  fund  for  any  investor  who  seeks  to  beat 
the  Standard  &  Poor's  500  Composite  Stock  Price  Index,  the  prin- 
cipal benchmark  of  the  U.S.  stock  market.  A  solid  goal,  considering 
the  S&P  500  Index  has  outperformed  more  than  60%  of  profes- 
sional equity  fund  managers  over  the  past  15  years,  as  measured  by 
SEI  Funds  Evaluation  Services. 

Computer  modeling  reduces  Fund  volatility. 

The  Fund's  investment  adviser,  Franklin  Portfolio  Associates, 
uses  the  computer's  capacity  for  quantitative  analysis  to  create  a 
portfolio  from  a  universe  of  some  3,500  stocks.  The  Fund  portfolio 
has  fundamental  investment  characteristics  of  the  S&P  500. 

This  strategy  reduces  the  risk  that  your  investment  will  sub- 
stantially fall  short  of  the  stock  market's  results  in  any  given  year, 
while  providing  the  opportunity  for  relatively  superior  long-term 
returns— especially  in  IRAs,  which  offer  tax-deferred  compound- 
ing of  earnings.  And  there  is  a  built-in  performance  incentive.  If  the 
Fund  outperforms  the  S&P  500  by  at  least  2%  annually  the  invest- 
ment Adviser  is  paid  an  incentive  fee,  and  there  is  a  penalty  for 
under  performing  the  Index. 

With  Vanguard,  100%  of  your  money  works  for  you. 

•  No-load,  no  "12b-l"  fees,  no  charges  on  reinvestment  of  dividends 
or  capital  gains. 

•  Toll-free  telephone  exchange  at  the  then-current  net  asset  value 
with  other  Vanguard  Portfolios. 

•  $3,000  minimum  investment,  $500  for  IRAs. 

Call  1-800-662-SHIP    24  Hours,  7  Days 

ASK  FOR  OUR  FREE  Vanguard  Quantitative  Portfolios  Information 
Kit.  Or  send  in  the  coupon. 

IN  PHILADELPHIA  visit  our  Investment  Center  at  1528  Walnut 
Street. 


Vanguard  Quantitative  Portfolios 
I    Investor  Information  Dept.  93 
Valley  Forge,  Pennsylvania  19482 

■  Please  send  me  your  free  Vanguard  Quantitative  Portfolios  Information  i 
Kit,  including  a  prospectus  which  I  may  read  before  I  invest  or  send  money. 

I  understand  that  it  contains  complete  information  on  advisory  fees,  distri- 

■  bution  charges  and  other  expenses. 

Also  send  me  information  on  □  IRA  (71)    □  SEP-IRA  (08). 

Name  

Address  .   I 

City  

State  Zip  

I  FB-M7-117  I 

THLVanOTaitfcROUP1 

^^OF  INVESTMENT  COMPANIES 
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omas  &  Nettleton  has  paid  quarterly  dividends 
every  year  for  the  last  fifteen  years  by  investing  i 
people  like  Paul  and  Diane  Greene. 


During  the  past  10  years,  Lomas  & 
Nettleton  has  made  over  $22.4  billion 
in  mortgage  loans  to  over  a  quarter 
million  of  America's  hardest  working 
families. 

This  commitment  to  America's 
most  dedicated  workers  has  paid  rich 


dividends.  During  the  last  10  years, 
our  revenues  have  increased  from  $63 
million  to  $500  million,  our  dividend 
rate  has  increased  an  average  of  more 
than  20%  every  year,  our  mortgage 
servicing  portfolio  has  grown  to  $21.3 
billion . . .  and  in  just  the  last  five 


years,  revenues,  net  income  and  divi- 
dends have  doubled. 

And  the  future  looks  even  brighter. 
The  fact  is,  America  will  always  be 
building  its  dreams.  And  Lomas  & 
Nettleton  will  always  be  helping 
Americans  afford  them. 


Lomas  &  Nettleton  Financial  Corporation 

The  tuition  s  premier  mortgage  banking  institution. 


2001  Bryan  Tower  Suite  3600  Dallas,  Texas  75201   (214)  746-7111 


The  Funds 


7hen  the  miners  hit  pay  dirt,  the  fellows 
mning  the  saloon  downtown  also  do 
ml  Who's  getting  rich  off  funds? 


Gold  rush 


By  Mary  Kuntz 


ast  year  the  State  of  Alabama 
_  raked  in  $741,000  in  registra- 
I  tion  fees  from  mutual  funds.  In 
lerica,  Mass.,  Allen  Friedman,  an 
jtl  surgeon,  grossed  $295,000  selling 
>  mutual  fund  market  timing  soft- 
ire.  When  a  guest  on  the  Phil  Dona- 
e  show  last  month  referred  casually 
a  mutual  fund  guide  published  by 
i  Investment  Company  Institute, 
one  lines  at  the  company's  head- 
arters  jammed. 


A  thriving  subculture  of  individ- 
uals, small  businesses  and  bureaucra- 
cies has  sprung  up  around  the  mutual 
fund  business,  all  of  them  hoping  for  a 
piece  of  the  action.  Americans  now 
have  some  $800  billion  stashed  away 
in  mutual  funds.  And  between  an  in- 
vestor and  a  portfolio  manager,  a  sur- 
prising number  of  grasping  hands  can 
be  interjected. 

Such  as  Alabama's.  Like  most 
states  it  requires  any  fund  that  wants 
to  sell  to  its  citizens  to  register  its 
shares.  Consumer  protection?  Not 
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World's  most 
comfortable  suit- 
anywhere! 

You're  in  high  gear  from 
morning  till  night.  At  work 
and  on  the  weekends  you 
keep  the  pressure  on. 
Do  what  you  do  in  the 
comfort  of  a  Sansabelt  Suit. 

It's  the  only  suit  with  the 
famous  patented  waistband. 
You  get  world-class  comfort 
with  great  style. 

SANS  BELT 

JAYMAR  -  RUBY.  INC. 


MKhif^n  City,  Indiana 


1987 


lO  weeks  of 
Value  Line 


This  trial  subscription  is  open  to  you  only  if  no  member  of 
your  household  has  subscribed  to  Value  Line  in  the  past  two 
years.  We  make  this  special  offer  because  we've  found  that 
a  high  percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  keep  our  subscription  fees  to 
long-term  subscribers  lower  than  would  otherwise  be 
possible. 

Under  this  special  trial  offer  you  will  receive  the  2000-page  Investors  Reference  Service 
(illustrated  above)  at  no  extra  cost.  You'll  receive  all  the  new  full-page  reports  to  be  issued  in 
the  next  10  weeks  on  the  more  than  1700  stocks  and  92  industries  regularly  monitored  by 
The  Value  Line  Investment  Survey.  Filing  takes  less  than  a  minute  a  week.  All  this 
material  is  so  organized  in  your  binder  that  you  can  quickly  turn  to  a  continually 
updated  report  on  almost  any  leading  stock. 

Thus  you'll  find  it  convenient  to  have  The  Investors  Reference  Service  at  your  fingertips 
whenever  you  need  facts  and  figures,  as  well  as  Value  Line's  projected  performance  ratings 
on  more  than  1 700  widely  held  stocks  in  92  industries. 

In  the  Selection  &  Opinion  section,  which  accompanies  your  weekly  reports,  you'll  also 
get  analyses  and  forecasts  of  the  national  economy  and  the  stock  market .  .  .  guidance  on 
current  investment  policy  explaining  Value  Line's  bullish  long-term  position  on  the  securities 
markets  . .  .  plus  Value  Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory  offer — and  receive  as  bonuses  without  extra 
charge,  the  2000-page  Investors  Reference  Service  and  the  "A  Subscribers  Guide"  booklet, 
which  explains  how  even  inexperienced  investors  can  apply  thousands  of  hours  of 
professional  research  to  their  own  portfolios  by  focusing  on  only  two  unequivocal 
ratings,  one  for  Timeliness  (Performance  in  the  next  1 2  months),  the  other  for  Safety. 

CALL  TOLL-FREE 
If  you  have  Master  Card,  American  Express  or  Visa 
phone  1-800-633-2252  (Ext.  2686)  24  hrs.  7  days  a  week 


The  Value  Line  Investment  Survey 

711  Third  Avenue,  New  York,  N.Y.  10017 


INTRODUCTORY  OFFER 

□  Begin  my  1 0-week  trial  subscription  for  $55  to 
The  value  Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  "A  Subscriber's 
Guide"  booklet. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$425  and  send  me  the  two  extra  bonuses  listed 
above.  There  are  no  restrictions  with  this  annual 
subscription. 

This  subscription  is  nonassignable 
Allow  4  weeks  tor  delivery. 


SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 
given  to  you  when  you  order  The  Value  Line  Invest- 
ment Survey  for  one  year.  — ,— - 

□  My  payment  is  enclosed.      ||HjJNj«n  Vj 

□  Please  charge  to: 

□  American  Exp. 

□  MasterCard  □  Visa 

Expiration  Date  


Account  #   

(N.Y.  residents  add  sales  tax.) 

Department  816M27 


Signature 


Name 


Address 


City 


Apt.  No. 


State 


Zip 


really.  Once  the  SEC  authorize 
fund,  Alabama  rubber-stamps  the 
ing — but  only  after  collecting  a 
that  can  range  up  to  $1,000  anc 
payable  each  year  thereafter.  Ah 
ma's  take  last  year,  from  the  1, 
funds  that  registered  shares,  was  d 
ble  the  amount  from  1982. 

Simon's  Mutual  Fund  Monthly,  a  f 
year-old  $295  newsletter  publishei 
Washington,  D.C.  listing  new-fi 
applications  at  the  SEC,  counted 
in  1986,  and  they  weren't  all  fn 
Dreyfus  or  Fidelity. 

Helping  all  those  upstarts  get  st 
ed  has  become  a  growth  business, 
land  Caldwell,  a  Venice,  Fla.  mo 
manager  who  started  his  own  fi 
two  years  ago,  will  negotiate  the  S 
registration  procedure  and  pro\ 
one  year's  worth  of  compliance 
lowup.  "I  take  you  from  scratch  z 
all  the  way  up  to  an  effective  fur 
says  Caldwell,  whose  fee  includes 


Setting  up  a  fund  isn't 
cheap.  Just  an  "audit"  of 
the  virtually  nonexistent 
books  of  a  new  fund 
can  cost  $3,000.  The 
legal  bill  can  run 
over  $100,000. 


accounting  package  that  runs  oi 
personal  computer  "so  you  can 
your  fund  from  your  own  home."  Jc 
Pasco,  who  spent  four  years  review 
fund  filings  for  the  SEC,  provide 
competing  service  out  of  his  Ri 
mond,  Va.  office.  Fee  at  either  si 
runs  up  to  $50,000. 

Sounds  expensive,  but  setting 
costs  a  lot  more  a  la  carte.  Just 
"audit"  of  the  virtually  nonexist 
books  of  a  new  fund  costs  $2,00C 
$3,000,  says  mutual  fund  expert  L< 
is  Cole.  Then  there  is  the  lawyer's 
for  cranking  a  prospectus  out  of 
word  processor.  Cole,  whose  W 
Street  law  firm  Stroock  &  Stroocl 
La  van  numbers  some  110  mut 
funds  from  eight  sponsors  among 
clients,  says  the  legal  bill  can  : 
from  $50,000  to  over  $100,000, 
pending  on  the  type  of  fund.  Figure 
an  additional  $15,000  to  $30,000 
print  the  prospectuses.  The  fees 
registering  in  all  50  states  can  eas 
exceed  $30,000. 

Once  a  fund  is  in  business,  it  neec 
custodian  and  transfer  agent.  Bostc 
mighty  State  Street  Bank  has  over  4i 
of  this  business,  but  a  number  of  sm 
er  banks  are  reaching  for  the  honey  r. 
For  a  no-load  mutual  fund,  First  W 
consin  Trust  in  Milwaukee  charges 
annual  $9  per  head  for  the  first  10,( 
shareholders,  with  a  minimum  chai 
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DRAW  YOUR  OWN 
CONCLUSIONS. 


TOTAL  RETURN 

Five  Year  Average 


30% 


sic 


25% 


20% 


15% 


10% 


5% 


0 


ALLTEL  STANDARD  &  POOR'S  DOW  JONES 
Common  Stock  500  Index  30  Industrials 


"ALLTEL's  total  return 
to  common  shareholders 
has  averaged  28%  per  year 
over  the  past  five  years. 
1986's  return  was  41%'.' 

ALLTEL  has 
outdistanced  the 
Dow  and  outpaced 
Standard  &  Poor's. 
This  excellence  is  no 
accident.  It  is  the 
result  of  a  relentless 
search  for  better  ways 
to  serve  customers 
in  a  rapidly  changing  business. 

The  management  strategies  that 
moved  ALLTEL  up  top,  and  make  the 
Company  so  optimistic  about  tomorrow, 
are  spelled  out  verbatim  in  our  latest 
annual  report. 

Write  ALLTEL  Corporation, 
Investor  Relations,  100  Executive  Parkway, 
Dept.  D,  Hudson,  OH  44236. 


CORPORATION 

Excellence  In  Telecommunications 


Directors 
are 

Under 
Fire... 


Who  isn't  taking  pot  shots? 
Takeover  threats.  Shareholder 
suits.  Soaring  liability  insurance 
premiums.  Tightening  SEC  and 
FASB  rules.  Directors  the  target 
for  all  kinds  of  charges. 

For  the  past  eight  years  THE 
CORPORATE  BOARD  has  pro- 
vided the  best,  most  comprehen- 
sive discussion  of  the  changing 
legal,  financial  and  ethical  chal- 
lenges of  corporate  governance. 

THE  CORPORATE  BOARD 
Written  by  those  who  know- 
directors,  chief  executive  officers, 
top  legal  and  financial  consultants. 


For  your  complimentary  issue  write  or  call:  Mr.  Frank  Powell, 
THE  CORPORATE  BOARD  6604  W.  Saginaw  Hwy.  Lansing,  MI  48917  (517)  321-0667 


mis. 


e\  ORPORATE  )OARD 


The  Journal  of  Corporate  Governance 


CENTER  COURT  QUALITY 

That's  Founders 
Mutual 
Fund. 


For  the  12  months  ended  1/29/87  Founders  no-load  Mutual  Fund  provided  a 
total  return  of  31.3%*.  When  you  invest  in  the  Fund  you're  investing  in  a  diversified  port- 
folio of  quality  blue-chip  stocks  chosen  for  their  records  of  profitability  and  dividend 
payments.  So  it's  hardly  surprising  that  for  nearly  half  a  century  the  Fund  has  attracted 
serious  investors  seeking  long-term  growth  of  capital  and  income.  What's  more, 
Founders  has  »no  commissions  «no  deferred  sales  charges  »no  fees  for  asset  switch- 
ing among  any  of  our  funds.  You  can  even  open  your  account  — including  an  IRA  — 
by  phone.  You  and  Founders  Mutual  Fund.  It  could  be  the  perfect  match. 


24-Hour  Request  Line: 

1-800-525-2440 

(In  Colorado.  1-800-874-6301 ) 


Founders 

810  Cherry  Creek  Nat'l  Bank  Bldg. 
3033  East  First  Avenue 
Denver,  Colorado  80206 


Call  for  a  prospectus  containing  more  complete  information  about  management  fees  and  expenses  Read  it  carefully 
before  you  Invest  "From  1/1/84,  when  the  Fund  became  an  open-ended  diversified  management  investment  company. 

>  1/29/87  the  Fund's  total  return  was  75  2%  Performance  figures  include  change  in  share  price  and  reinvestment  of 
dividends  and  capital  gains  distributions  and  updates  page  2  of  the  prospectus  Net  asset  value  will  fluctuate  as 
market  conditions  change  and  past  performance  is  no  guarantee  of  future  results. 


of  $12,000  per  fund.  That's  just 
acting  as  transfer  agent.  Its  feq 
custodial  services  runs  $12,000  a 
for  a  $10  million  fund. 

How  about  pricing  the  fund  at 
close  of  the  market  each  day?  Ben 
Klawans,  manager  of  Valley  F< 
Fund  in  Valley  Forge,  Pa.,  says  he  c 
that  on  the  back  of  an  envelope,  bi 
you  want  to  go  in  style  you  hire  I 
Wisconsin.  Fee:  an  extra  $25,000 
eluding  records  for  audits  and  con: 
ance.  First  Wisconsin's  revenue  fi 
the  mutual  fund  business  has  sho 
25-fold  in  three  years,  to  $4  mil 
last  year.  It  now  serves  30  funds, 
from  7  at  the  end  of  1983. 

Newsletter  publishers  intend 
clean  up  on  fund  mania,  too.  Lo\ 
Herr,  a  high  school  physics  teache 
Portland,  Ore.,  started  the  ITA  Mu. 
Fund  Advisor  with  the  help  of  a  fori 
student,  Robert  Jones,  in  1985. 
$79  subscription  price  from  100 

Of  the  103  newsletters 
rated  by  Hulbert  Financic 
30  focus  on  mutual  funds 
and  18  of  those  were  add* 
last  year.  Four  have  sprui 
up  just  to  serve  Fidelity 
investors. 

scribers  barely  covers  expenses,  I 
says  Jones,  "I  see  nothing  but  gro\ 
ahead."  Especially  now  that  Htm 
Financial  Digest  has  picked  up  ITA 
its  newsletter  performance  ratings, 
the  103  newsletters  rated  by  Hull 
Financial,  30  focus  on  mutual  fur 
and  18  of  those  were  added  last  y 
alone.  Four  newsletters  have  spn 
up  in  the  last  two  years  just  to  se 
Fidelity  investors. 

Dr.  Friedman,  the  Massachuse 
dentist,  is  tapping  the  same  markei 
the  newsletters.  He  says  he  has  s 
more  than  2,000  copies  of  his  Fi 
Master  TC  program  at  $200  e: 
since  he  started  marketing  four  ye 
ago.  Fund  Master  calculates  mov 
averages,  volatility  measures,  a 
momentum  rankings  and  other  co 
ponents  of  technical  analysis  that 
low  users  to  track  any  timing  syste 
For  another  $79  they  can  buy  a  be 
explaining  Dr.  Friedman's  own  m 
ket  timing  system.  Dr.  Friedm 
who  has  a  full-time  programmer  i 
marketing  director  on  the  payroll, 
plies  his  medical  background  to  l 
stock  market:  "I  use  my  diagnos 
sense  to  look  at  the  market  and  ; 
myself,  'Are  we  in  a  healthy  situati 
or  a  sick  situation?'  " 

If  you  ask  us,  we'd  say  the  wh 
situation  is  starting  to  look  a  lit 
unhealthy.  ■ 
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Do  Not  Attempt  Without 
CompuServe. 


et  all  the  facts  as  fast  as 
le  experts  do  before  you 
•y  to  tame  the  market. 

Without  accurate,  up-to-the-minute 
ta  you  can  easily  get  taken  for  a  ride  on 
ill  Street.  That's  why  it's  important  to  get 
ur  hands  on  CompuServe.  The  fastest, 
Dst  reliable  source  of  comprehensive 
ancial  data  available. 
Now,  just  like  Wall  Street's  most  pres- 
;ious  firms,  you  can  check  out  a  tip  or 
d  a  hot,  money-making  lead  in  a  matter 
seconds.  Investigate  any  area  of  interest. 
'  scan  CompuServe's  financial  news 
ghlights  to  find  new  areas  to  investigate, 
eluding... 

mtinuously  updated  quotes  on  over 
,000  issues. 

icroQuote  II — 12  years  of  daily 
storical  prices,  along  with  dividends, 
lits,  distributions  and  interest  payments 
i  more  than  90,000  stocks,  bonds, 
utual  funds,  options,  foreign  exchange 
tes  and  hundreds  of  market  indexes. 


Graph  trends  quickly  online.  Review 
your  portfolio  performance,  investigate 
returns  in  bull  and  bear  markets.  Screen 
for  stocks  to  buy,  or  transfer  prices  and 
dividends  to  your  microcomputer  for 
detailed  analysis. 

Standard  &  Poor's  descriptive  informa- 
tion on  over  3,000  companies. 
Value  Line  Data  Base  II — extensive, 
fundamental  data  for  analyzing  the  perfor- 
mances of  over  1,800  major  corporations. 

Disclosure  II — descriptive  and  financial 
information  from  the  SEC  filings  and 
annual  reports  of  over  8,500  companies. 

Institutional  Broker's  Estimate  System 

(I/B/E/S) — earnings  projections  from 
top  research  analysts  on  over  3,000  widely 
followed  companies. 

You  can  also  research  technical  market 
trends,  review  economic  projections  and 
high-powered  market  analyses.  Get  expert 
advice  on  retirement,  financial  planning, 
managed  accounts,  taxes  and  insurance. 
Evaluate  your  own  portfolio,  even  connect 
to  a  variety  of  at-home  banking  and 
brokerage  services. 


And  all  this  comes  with  CompuServe's 
base  of  news,  weather,  telecommunications, 
special  interest  and  entertainment  services. 

Compare  CompuServe's  rates  to  the 
cost  of  expensive  floppy-based  sources. 
Compare  our  up-to-the-minute  delivery 
to  time-consuming  publication  research. 
Compare  the  depth  and  breadth  of  our 
virtually  infinite  databases  to  any  other 
source  of  investment  information. 

Then  see  your  nearest  computer 
dealer  for  a  CompuServe  Subscription 
Kit.  Suggested  retail  price  is  only  $39.95 
and  includes  $25  of  online  time. 

For  more  information  or  to  order  direct, 
call  or  write: 

CompuServe* 


Information  Services 
PO.  Box  20212 
5000  Arlington  Centre  Blvd. 
Columbus,  OH  43220 

800-848-8199 

In  Ohio,  call  614-457-0802 


An  H&R  Block  Company 
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Shoe  Stor^ 


At  Sheraton,  we've  always  asked  our  employees  to  try  to 
imagine  themselves  in  our  guests'  shoes. 

But  even  we  were  a  bit  surprised  to  hear  about  the 
Sheraton  manager  who  gave  the  shoes  he  was  wearing  to  one 
of  his  guests. 

It  seems  that  the  guest  was  about  to  go  on  a  job  interview 
when  he  realized  that  he  had  forgotten  to  pack  shoes  to  go 
along  with  his  suit. 

Having  nowhere  else  to  turn,  he  sheepishly  called  the 
front  desk.  And  discovered,  as  luck  would  have  it,  that  he  and 
the  manager  had  the  same  shoe  size. 

So  the  manager  exchanged  his  shoes  for  the  guest's 
sneakers.  And  we're  happy  to  report  that  the  interview  was 
a  success. 

Sheraton  employees  are  trained  always  to  remember  the 
little  things  that  make  such  a  big  difference. 

So  although  we  may  be  a  large,  worldwide  hotel  group 
with  over  500  properties  in  62  countries,  there's  one  thing  a 
Sheraton  employee  never  loses  sight  of:  when  it  comes  to  our 
guests,  little  things  mean  a  lot. 

Call  Sheraton  at  800-325-3535.  Gr  call  your  travel 
agent.  And  next  time  you're  away  from  home,  we'll 
make  sure  you  put  your  best  foot  forward. 
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For  Reservations  At  These 
And  Other  Fine  Sheraton  Hotels  Call 

800-325-3535 

Or  CallYourTravel  Agent 


O 
Z 


o     Sheraton  best  value  rates*  per  room,  per  night. 

Rates  subject  to  advance  reservations.  Up  to  two  children  17  and  un- 

<  der  stay  free  in  adults  room  when  no  additional  bedding  is  required. 

IN  THE  UNITED  STATES 
z  Wkdys/Wknds 

<  ALASKA 

m  Anchorage 

5  Sheraton  Anchorage  Hotel  $99.00/74.50 

ARIZONA 

Tucson 

Sheraton  Tucson  El  Conquistador 

Golf  and  Tennis  Resort  (through  5/20)  s  140.00/95.00 

(5/21  through  6/30)  s62.00(EveryDay) 

CALIFORNIA 

Los  Angeles 

Huntington  Sheraton  s70.00/55.00 

Sheraton  Grande  Hotel  $110.00/95.00 

Sheraton  Plaza  La  Reina  s65.00  (Every  Day) 

Sheraton  at  Redondo  Beach  $90.00/79.00 

Sheraton  Universal  Hotel  s75.00(EvetyDay) 

San  Diego/Harbor  Island 

Sheraton  Grand  on  Harbor  Island  s89.00  (Every  Day) 

Sheraton  Harbor  Island  s89. 00  (Every  Day) 

COLORADO 
Denver 

Sheraton  Denver  Airport   s59.00  (Every  Day) 

Steamboat  Springs 

Sheraton  Steamboat  Resort 

&  Conference  Center  (5/22  through  6/30)  $49.00  (Every  Day) 

CONNECTICUT 
Hartford 

Sheraton  Hartford  Hotel   $90.00/69.00 

Stamford 

Sheraton  Stamford  Hotel  &  Towers  (Main)  $79.00/49.00 

(Towers)  s  100.00/79.00 

DISTRICT  OF  COLUMBIA 

Sheraton  Carlton  Hotel  $169.00/89.00 

The  Sheraton  Grand  on  Capitol  Hill  $125.00/89.00 

Sheraton  Washington  Hotel  $99.00/69.00 

FLORIDA 

Miami  Beach/Bal  Harbour 

Sheraton  Bal  Harbour  $69.00  (Every  Day) 

Orlando/Disney  World 

Sheraton  World  Hotel  (through  5/3)  $75.00  (Every  Day) 

(5/4  through  6/30)  $62.00(EveryDay) 

Palm  Coast 

Sheraton  Palm  Coast  Resort  $60.00/75.00 

x  ILLINOIS 

Chicago 

Sheraton  Plaza  $70.00/65.00 

LOUISIANA 

— '       New  Orleans 

Sheraton  New  Orleans  Hotel  (through  5/21)   s88.00(Every  Day) 

—  (5/22  through 6/30)  .  .  .  .  s58.00(EveryDay) 

MARYLAND 

Baltimore 

^  Sheraton  Inner  Harbor  Hotel  $89.00(EveryDay) 


•Rates  quoted  are  for  single  and  double  occupancy  Additional  charge  for  third  adult 
will  apply.  Taxes  and  gratuities  not  included.  Advance  reservations  required.  Sub- 
ject to  availability.  Not  applicable  to  groupsor  conventions.  Prices  effective  through 
June  30,  i<587  except  where  noted.  All  rates  subject  to  change  without  notice 
Wfeekei  id  is  defined  as  Friday  and  Saturday  ©  1987  The  Sheraton  Corporation 
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MASSACHUSETTS  Wkdys/Wknds 

Boston 

Sheraton  Boston  Hotel  &  Towers  (Main)  $99.00/74.00 

(Towers)  $150.00/135.00 

MISSOURI 

St.  Louis 

Sheraton  St.  Louis  Hotel   $45.00(Every  Day) 

NEW  JERSEY 
East  Rutherford 

Sheraton  Meadowlands  Hotel   $  1 10.00/79.00 

NEW  YORK 
New  York 

St.  Regis  Sheraton  Hotel   $175.00/125.00 

The  Sheraton  Centre  Hotel  &  Towers  (Main)  $  1 18.00/99.00 

(Towers) . .  .$215.00/124.00 

Sheraton  City  Squire  $115.00/99.00 

Sheraton  Russell  $155.00/115.00 

NORTH  CAROLINA 

Greensboro 

Sheraton  Greensboro  Hotel   $75.00/59.00 

PENNSYLVANIA 
Philadelphia 

Sheraton  Society  Hill  $  114.00/94.00 

TENNESSEE 
Nashville 

Sheraton  Music  City  Hotel  $90.00/77.00 

TEXAS 
Dallas 

Sheraton  Dallas  Hotel  &  Towers  (Main)  $89.00/49.00 

(Towers)  $99.00/79.00 

Sheraton  Park  Central  Hotel  61  Towers  (Main)  $89.00/55.00 

(Towers) .  .  $145.00/89.00 

UTAH 

Salt  Lake  City 

Salt  Lake  Sheraton  Hotel  and  &.  Towers  (Main)  .  .  .  $59.95  (Every  Day) 

(Towers)  .  .  $79.95  (Every  Day) 

VIRGINIA 

Richmond 

The  Jefferson  Sheraton  Hotel  $85.00/60.00 

WASHINGTON 
Seattle 

Seattle  Sheraton  Hotel  &  Towers  (Main)   $99.00/77.50 

(Towers)  $140.00/$  110.00 

IN  CANADA 


NOVA  SCOTIA 

Halifax 

Halifax  Sheraton 


$90.00/85.00 


ONTARIO 
Toronto 

The  Sheraton  Centre  Hotel  &  Towers  (Main) 

(Towers) 

QUEBEC 

Montreal 

Le  Centre  Sheraton  Hotel  &  Towers  (Main) 
(Towers) 

JOIN  SHERATON  CLUB  INTERNATIONAL 
The  world's  most  rewarding  guest  recognition  and  award  program 
Ror  further  details  call  800-247-CLUB. 


"Sim"  $120.00/99.00 
$150.00/129.00 


Fd£,  $99.00 (Every Day) 
$124.00  (Every  Day) 
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Marketing 


Edited  by  Jeffrey  A.Trachtenberg 

any  modern  advertising  campaigns  reveal  more  about  a  prod- 
zfs  marketing  weaknesses  than  about  its  strengths. 


Confronting 
the  negatives 


By  Edward  Giltenan 

Iemember  the  Avis  Rent  A  Car 
ads  from  the  1960s?  "Avis  is 
only  Number  2.  .  .  .  We  try 
der." 

Vhen  this  campaign  first  appeared, 
dison  Avenue  gasped.  This  was  a 
no.  The  conventional  wisdom 
k  then  was  that  negatives  do  not 
L  The  ads,  nevertheless,  were  a 
ash,  and  today,'  more  than  ever, 
;ative  is  positive:  Consider  the  lat- 
campaign  for  Gannett's  USA  Today. 
hortly  after  its  1982  debut,  the 
vspaper  was  branded  with  the  ig- 
ninious  title  "McPaper."  Fast-food 
malism,  its  detractors  called  it,  a 
ck  read,  short  on  substance.  Now 
nnett  is  turning  around  that  once- 
ogatory  phrase  to  gloat  on  its  read- 
hip  gains. 

They  used  to  call  us  'McPaper,'  " 
ds  the  advertisement,  picturing  the 
L  Today  logo  sandwiched  inside  a 
Mac,  "now  they  call  us  Number 
Reflects  George  Lois,  chairman  of 
s  Pitts  Gershon  Pon/GGK,  who 
ated  the  ad:  "When  someone  calls 
1  a  name,  if  you  can  take  that  name 
1  turn  it  around  like  we  did,  it  takes 
monkey  off  your  back." 
Vhen  it  works,  the  effect  can  be 
nning.  At  a  time  when  the  average 
lsumer  is  bombarded  with  2,000 
'ertising  images  a  day,  dealing 
ikly  with  negatives  is  one  way  of 
aking  out  of  the  clutter.  Consider 
;  of  McDonald's  new  print  cam- 
gns,  now  running  in  the  New  York 
ws  Magazine,  Time  and  Newsweek, 


which  is  an  attempt  to  deal  with 
McDonald's  image  as  a  purveyor  of 
junk  food.  The  campaign  confronts 
that  negative  perception  by  stressing 
the  nutritional  value  of  the  fast-food 
giant's  menu: 

"Meat  and  potatoes.  Milk  and 
bread,"  says  one  ad  featuring  a  con- 
tainer of  juicy,  raw  hamburger  meat 
and  an  unpeeled  potato  perched  atop  a 
bottle  of  milk  against  a  stark,  white 
background.  "Food  that's  been  the 


foundation  of  well-balanced  diets  for 
generations.  And  will  be  for  genera- 
tions to  come." 

A  simple,  hard  sell,  and  an  arresting 
image,  too,  because  McDonald's  feeds 
17  million  Americans  a  day  and  is 
frequently  criticized  for  serving  high- 
cholesterol  food  that  is  oversalted  and 
otherwise  laced  with  none  too  nutri- 
tious preservatives  and  additives.  Da- 
vid Green,  McDonald's  marketing 
vice  president,  says  soberly  that  the 


Semes  from  Peugeot's  new  TV  campaign 

The  advertising  agency  HCM's  solution  to  Peugeot's  image  problems: 
speed,  grace  and  proven  technological  knowhow. 
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They  used  to 

callus 
"McPaper'i 


••• 


now  rney 
call  us  No.1! 
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THE  AOVMTISING  MIGHT  O*  USA  TODAY 


Part  of  the  USA  Today  print  campaign 
Taking  the  monkey  off  its  back. 

ads  arc  "a  response  to  growing  health 
concerns." 

For  a  long  time  McDonald's  adver- 
tising simply  ignored  the  charges.  Ex- 
plains David  Reibstein,  associate  pro- 
fessor of  marketing  at  the  Wharton 
School,  "When  it  came  to  nutrition, 
McDonald's  always  thought,  'Let  a 
sleeping  dog  lie,'  which  is  why  they 
waited  so  long  to  come  out  with  this 
campaign.  But  nutrition  is  now  so  hot 
that  they  can't  avoid  it  any  longer." 

In  this  sense,  a  lot  of  modern  adver- 
tising subtly  reflects  a  product's  mar- 
keting weaknesses.  Hence  the  power- 
ful television  campaign  from  Peugeot 
Motors  of  America  created  by  HCM 
Advertising  last  October.  Peugeot  suf- 
fered from  the  fact  that  many  Ameri- 
cans simply  did  not  take  French  cars 
seriously.  The  commercial  opens 
with  the  sleek  French/British-built 
Concorde  gracefully  rising  from  a  run- 
way; switches  to  the  advanced-tech- 
nology Train  a  Grande  Vitesse,  the 
168mph  Paris-to-Lyons  passenger 
train,  bursting  from  a  tunnel;  and 
ends  with  a  winning  Peugeot  race  car 
driving  in  competition.  The  tag  line: 
"What  do  the  French  know  about  high 
performance,  anyway?" 

It's  still  early,  but  Peugeot's  sales 
have  perked  up.  In  last  year's  fourth 
quarter,  Peugeot  sold  4,269  cars,  a 
32%  increase  for  the  period  over  1985. 

The  big  problem,  of  course,  is  that 
the  confrontational  approach  can  fall 
flat  on  its  face.  Ask  the  Long  Island 
Lighting  Co.  Management  of  this 
New  York  public  utility  knew  that 
consumers  were  critical  of  its  perfor- 
mance, particularly  during  emergen- 
cies. To  improve  tbat  image,  Lilco  in 


What  w're  all  about 


A  new  McDonald's  print  ad 
Back  to  the  hard  sell. 


September  1985  ran  a  TV  commercial 
that  specifically  addressed  its  re- 
sponse time  during  outages.  The  utili- 
ty's new  system,  Lilco  said,  "pin- 
points problems  faster  than  ever,  so 


that  service  can  be  restored." 

This  sounded  fine,  until  Hurrii) 
Gloria  arrived  soon  after  and  knod 
out  power  to  750,000  consumer! 
took  Lilco  12  days  to  fully  res 
power,  and  in  the  weeks  that 
lowed,  that  commercial  was  a  po\ 
ful  embarrassment. 

"If  the  problem  continues  unaba 
after  advertising  it  like  this,  you 
wasted  a  lot  of  money,"  bluntly  sta 
Faith  Popcorn,  a  marketing  coni 
tant  who  specializes  in  trying  to 
diet  consumer  trends. 

Another  risk:  Negative  adverti: 
may  rekindle  a  poor  image  that 
been  forgotten.  "One  of  the  proble 
with  advertisements  such  as  those 
ing  used  by  USA  Today  is  that  t 
may  retrieve  negative  images  fa 
people's  minds,  rather  than  sim 
saying,  'We're  number  one,'  "  says 
Samuel  Craig,  marketing  professoi 
New  York  University's  Gradu 
School  of  Business. 

But  USA  Today  and  McDonald  s  I 
Peugeot  clearly  figure  their  im| 
problem  is  serious  enough  to  risk 
backlash.  In  any  case,  these  ads 
attract  attention,  .and  often  that  ale 
is  half  the  marketing  battle. 


I  can  get  it  for  you  retail 

e  set  our  list  price  by  adding 


w 


20%  to  30%  to  dealer  cost.  But 
we  don't  expect  anyone  to  sell  at  list 
anymore,"  admits  an  official  at  JVC, 
the  Japanese  consumer  electronics 
manufacturer. 

No  kidding.  But  in  this  age  of  dis- 
count houses  on  every  corner,  when 
everything  is  always  on  sale,  it 
follows  that  nothing  is  on  sale. 
What  happened  to  the  shop- 
'til-you-drop  crowd?  Some 
consumers,  at  least,  seem  to 
be  wearying  of  the  hassle  in- 
volved in  shopping  endlessly 
for  the  lowest  price.  A  sur- 
vey conducted  by  Leo  J.  Sha- 
piro &  Associates,  a  Chica- 
go retail  consulting  firm, 
found,  for  instance,  42%  of 
the  respondents  unashamedly 
admitting  that  they  often  do  not 
buy  merchandise  at  the  lowest 
available  price.  One  reason  is  that 
consumers  do  not  necessarily  be- 
lieve advertised  specials  are  really 
special.  Shoppers  are  also  looking 
for  better  service.  "At  the  discount- 
ers, the  guy  behind  the  counter 
doesn't  know  a  headphone  from  a 
telephone,"  says  one  New  York  City 
audiophile. 

Does  this  mean  the  days  are  num- 
bered for  famous  electronic  discount- 


ers like  47th  Street  Photo  (Fore 
Apr  9,  1984)  or  The  Wiz?  Of  com 
not.  But  it  does  mean  that  consumi 
battered  by  the  rantings  on  televisi 
for  Crazy  Eddie  ("his  prices  are 


sane")  and  his  ilk  may  begin  to  tu 
out  and  that  those  "low-low  price 
may  not  be  packing  such  a  predictal 
marketing  punch.  It  also  means  tt 
there  remains  a  solid  market  amo 
people  who  are  willing  to  pay  more  i 
decent  service. — Gretchen  Morgensor 
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\Then  you  first  handle  a  Patek  Philippe,  you  become 
rV  aware  that  this  is  a  watch  of  rare  perfection. 
re  know  the  feeling  well.  We  experience  a  sense  of 
ide  every  time  a  Patek  Philippe  leaves  the  hands  of 
it  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
lifetime. 

re  made  this  watch  for 
)u  —  to  be  part  of  your 
e  —  because  this  is  the 
ay  we've  always  made 
atches. 

nd  if  we  may  draw  a  con- 
usion  from  five  genera- 
Dns  of  experience,  it  will 
3  this:  a  Patek  Philippe 
Desn't  just  tell  you  the 
Tie,  it  tells  you  something 
Dout  yourself. 


Ellipse  models  are  available 
in  a  variety  of 
styles  and  movements 


PATEK  PHILIPPE 

GENEVE 


For  a  presentation  of  the  new  Patek  Philippe  timepieces  available  in  1987, 
please  send  $  3  -  or  for  a  brochure  of  current  styles  write  to: 
Patek  Philippe.  10  Rockefeller  Plaza,  Suite  629  -  F,  New  York,  N.Y.  10020. 
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Edited  by  Gail  Bronson 


Don't  look  now,  but  medical  wonders  of  a 
generation  ago  are  quickly  becoming  al- 
most matters  of  routine. 

Transplants 
come  of  age 


It  seems  only  yesterday  that  ne 
casters  were  interrupting 
shows  to  report  that  Christn 
Barnard  had  successfully  transplan 
the  first  human  heart.  In  fact,  the  1 
toric  operation  occurred  20  years  3 
Yet,  thanks  to  the  1980  discover} 
cyclosponne,  an  antirejection  dr 
along  with  advances  in  anesthesia  ; 
surgical  techniques,  organ  transpla 
are  at  last  coming  of  age — and  not  j 
for  hearts,  but  for  kidneys,  livers  ; 
many  other  organs. 

While  not  yet  so  routine  as,  a 
appendectomies,    transplants  h 
grown  dramatically  in  recent  ye- 
Over  8,800  kidneys  were  transplan 
in  1986.  Heart  transplants  total 
over  1,300  last  year — three  times 
number  performed  in   1984.  Li 
transplants  doubled,  to  924,  in 
same  period.  And  pancreas  tra 
plants,  still  considered  a  highly  risi 
experimental  procedure,  are  also 
the  rise,  up  to  140  in  1986,  three  tin 
as  many  as  two  years  earlier.  An  e 
mated  $600  million  was  spent 
all  such  transplant  operations  1 


Medicine 


Iltust rations  bv  Eric  Dinver 


year,  more  tl 
twice  the  tc 
in  1984. 

Survival  rates  are  also  up — 85% 
heart  transplant  patients  now  surv 
more  than  a  year.  Some  65%  of 
liver  transplant  patients  make  it  ioi 
least  a  year.  Kidney  recipients  do  b 
of  all,  with  survival  rates  of  over  9C 

In  the  wake  of  declining  hosp 
admissions  and  briefer  patient  sta 
hospitals  see  transplants  as  a  pow 
ful  new  tool  to  boost  their  prestige 
and  beyond  the  community  and 
follows,  to  bring  in  business  fron 
wider  marketing  area.  Says  Patri 
Shehorn,  senior  vice  president  of 
erations  at  Presbyterian-Univers 
Hospital  in  Pittsburgh,  a  leading  c 
ter  for  transplants,  "We  redefined 
community  to  include  a  quarter  t 
third  of  the  entire  nation." 

The  increase  in  transplant  cent 
has  been  dramatic — 94  medical  c 
ters  across  the  country  now  perfo 
heart  transplants,  compared  w 
only  37  three  years  ago — and  ris. 
fast,  too,  is  the  level  of  ambition.  F; 
fax  Hospital,  a  656-bed  commun 
facility  in  suburban  Washingt 
D.C.,  has  just  been  approved  to  p 
form  heart  transplants  and  now  pi; 
to  begin  marketing  itself  in  radio  £ 
television  commercials  as  a  "heart 
stitute."  Says  John  Bnndley,  Fairf 
assistant  administrator:  "Transpla 
are  indicative  of  a  high-quality,  tc 
nologically  superior  institute 
That's  the  belief  in  many  peopl 
minds." 

As  transplant  centers  have  mui 
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luclear  electricity 
ives  America  the  power 
3  make  critical 
conomic  decisions. 


The  1973  Arab  oil 
embargo  gave 
America  its  first  bitter 
iste  of  foreign  oil  depen- 
lce.  To  protect  our  econ- 
iy,  we  turned  to  electricity, 
ing  American  resources 
1  technology.  As  a  result, 
clear  energy  has  estab- 
tied  itself  as  a  corner- 
ne  in  rebuilding  a  strong 
momy. 

The  electrification 
of  America 

:tricity  is  the  only  major  form  of 
rgy  that  has  experienced  overall 
wth  since  1973-  We  are  using 
vo  more  now  than  we  did  then. 
;rves  new  uses  in  our  factories 
I  heats  twice  as  many  of  our 

7USCEA 


homes.  Nuclear  energy's  contribu- 
tion to  our  electricity  supply  has 
more  than  quadrupled  during  that 
time,  helping  fuel  a  34%  growth 
in  America's  economy. 

There  are  still  no  guarantees 
against  becoming  too  dependent 
on  foreign  oil  once  again.  Our 
economy  continues  to  require 
increasing  amounts  of  electricity 
for  its  growth.  And  that  electricity 
must  continue  to  come  from  nu- 
clear energy,  as  well  as  coal  and 
other  domestic  sources. 

The  growth 
of  nuclear  energy 

American  nuclear  electricity  was 
born  in  1956.  By  1973,  it  had  be- 
come a  technology  America  could 
turn  to  when  faced  with  the  oil 
crisis.  And  today,  over  100  nuclear 
plants  make  nuclear  energy  our 
second  leading  electricity  source, 
behind  coal.  In  fact,  nuclear  en- 
ergy and  coal  together  have  pro- 
vided over  95  %  of  all  new  elec- 
tricity generated  in  America  over 
the  past  decade. 

Nuclear  energy  also  saved 
Americans  between  35  and  62 
billion  dollars  from  1974  to  1985, 


compared  to  the  cost  of  non- 
nuclear-generated  electricity.  It  has 
displaced  over  two  billion  barrels 
of  oil.  And  its  contribution  contin- 
ues to  climb.  The  U.S.  Department 
of  Energy  estimates  that  nuclear 
energy  will  provide  20%  of  our 
electricity  by  the  early  1990s. 

Nuclear  energy  for 
a  secure  future. 

Nuclear  energy  has  proven  its 
worth  to  America's  economy. 
Auburn  University  Dean  of  Engi- 
neering Dr.  Lynn  Weaver  recently 
described  nuclear  energy  as 
"...  one  of  the  basic  props  support- 
ing the  entire  national  economy" 

Yet,  in  spite  of  all  we've  accom- 
plished, the  threat  of  foreign  oil 
dependence  remains.  Difficult 
choices  will  still  need  to  be  made. 
But  one  fact  has  made  itself  very 
clear:  the  more  we  develop  our 
own  energy  sources  like  nuclear 
energy  and  coal,  the  more  we  con- 
trol our  own  economic  destiny. 

For  a  free  booklet  on  energy 
independence,  write  to  the  U.S. 
Committee  for  Energy  Awareness, 
P.O.  Box  1537  (ED  19),  Ridgely,  MD 
21681.  Please  allow  4-6  weeks  for 
delivery. 

Information  about  energy 
America  can  count  on 

U.S.  COMMITTEE  FOR  ENERGY  AWARENESS 


VITAL 


are  paying  dividends  in  aviat 


Parker  is  so  deeply  involved  in  the 
aviation  and  aerospace  markets,  that  we  are  on 
virtually  every  aircraft  and  spacecraft  in  the 
free  world. 

We  have  reached  this  position  by  becom- 
ing totally  involved  in  new,  emerging  programs. 
By  having  Parker  products  and  systems 
specified  as  original  equipment,  we  maintain 
our  growth  rate  from  year  to  year. 

We  helped  aviation 
take  off. 

When  the  aviation  industry  was  just  begin- 
ning to  grow  some  60  years  ago,  Parker  was 
there  helping  to  design  the  required  systems.  We 


SPACE,  MISSILES  &  OTHER -7% 


COMMUTER  &  GENERAL  AVIATION  - 11% 


COMMERCIAL  TRANSPORT  -  24% 


HELICOPTER- 10% 


MILITARY  FIXED-WING  -  48% 


Parker's  diversification  within  the 
aerospace  market  provides  solid, 
long-term  growth. 


were  there  on  the  first  flights  of  many  air 
and  we're  still  there,  supplying  literally  tr 
sands  of  repair  and  replacement  parts  ea« 
year.  Aviation  not  only  represents  an  imp 
part  of  our  business  picture,  it  demonstn 
our  attitude  to  business:  get  involved  earl 
stay  involved. 

Parker  is  currently  involved  in  two 
commercial  aviation  projects  which  we 
believe  will  develop  into  excellent  on-goir 
programs. 

An  efficient  engine  of  1 
future. 


y 
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The  highly 
efficient  turbo 


A..''  f  «  ! 


propfan  engine  '«,  ,>v"-w..j 
of  the  future  will  'V     «  > 
employ  vital  •*»»»»'' 
technologies     /  *•****»' 
from  Parker.     .*'    /  .•' 


One  of  the  projects  is  the  new  turbo 
propfan  engine,  which  is  expected  to  prov 
least  25%  fuel  savings  over  today's  turbo! 
engines.  Our  engineering  teams  are  also  ci 
at  work  on  parts  and  components  which  v 
widely  used  on  the  new  generation  of  med 
range  transport  aircraft. 


IOLOGIES 

id  aerospace...  <:,:^g|^S 

Advanced  technology 
*"iet.  ^ 


\..--\**  .>•">"  Parker 
"  \  's  helping 

this  new  MD-11 
r      widebody  jet 
soar  with  advanced 
components  and  systems. 


vvvvv-vi  —  

I  is  also  making  significant  contributions  to 
to  McDonnell  Douglas  MD-11  widebody  jet. 
irge-capacity  trijet,  offered  in  various  config- 
ns,  provides  a  variety  of  cost-saving,  perfor- 
ance-improving  features.  It  will  seat  up  to 
..  400  passengers  or  carry  a  100-ton  pay- 
A  load.  This  fuel-efficient  jet  featuring 

\    vertical  winglets,  will  have  a  range 
<'  \  of  8,800  nautical  miles.  In  addition, 
Parker  systems  and  components 


saving  systems 
member  of  the  power 
plant  team,  and  we  fully  intend 
to  contribute  to  the  airframe  prototypes. 


Parker  is  taking  part... 
everywhere. 

Parker  offers  over  100,000  different 
catalog  items  to  over  1 ,000  markets  such  as 
automotive,  biomedical,  industrial,  and  marine. 
We  are  meeting  customer  needs  for  original 
.^^••\>77  equipment  and  retrofit,  as 

Sf!/  weN  as  repair  and  replacement. 
>cyVV  This  provides  Parker  with  both 


growth  and  stability. 
» -v  The  Vital  Technologies  of 

\- Parker  are  setting  growth 
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\  ation,Dept.  FB-4 
17325  Euclid 

Avenue, 
\  Cleveland, 
Ohio 


itary  patrol 

i  skies. 

We  also  have  a  long  and  successful 
y  of  providing  vital  motion-control  teen- 
ies for  military  applications. 
For  example,  the  Air  Force's  Advanced 
:al  Fighter  about  to  enter  demonstration/ 
ition,  may  utilize  new  high-pressure 
:ulic  systems.  Parker  has  already  made 
icant  contributions  to  these  self-contained, 
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rital  technologies  for  today  and  tomorrow. 


Science  & 
Technology 


plied,  of  course,  so  have  problems  of 
organ  supply.  "There  is  a  natural  do- 
nor supply  constraint,"  says  Roger  Ev- 
ans, research  scientist  at  the  Battelle 
Human  Affairs  Research  Center  in  Se- 
attle, Wash.  "Surveys  show  only  50% 
of  all  people  are  willing  to  donate 
their  organs." 

In  response,  29  states 
have  now  passed  so- 
called  donor-organ 
laws  that  require  hos- 
pital physicians  and 
nurses  to  discuss  dona- 
tions with  the  families 
of  dead  and  dying  pa- 
tients. Health  care  ad- 
ministrators have  a  lot 
of  talking  to  do.  Some 
20,000  brain  deaths  oc- 
cur annually,  for  exam- 
ple, but  only  15%  of 
those  patients  become 
organ  donors. 

Even  when  organs  do 
become  available,  dis- 
tributing them  to 
needy  patients  remains 
a  complex  undertak- 
ing. At  any  given  time 
there  are  10,000  pa- 
tients waiting  for  an  or- 
gan donation.  Yet  too  often  the  needi- 
est case  is  not  necessarily  the  success- 
ful one.  A  family  with  an  adorable 
blonde  8-year-old  dying  of  diseased 
kidneys  can  leap  to  the  head  of  the 
line  by  appearing  on  Phil  Donahue's 
TV  show,  leaving  a  patient  with  a 
better  chance  for  long-term  survival 
waiting  as  the  weeks  turn  into 
months.  Each  transplant  center  has 
its  own  list  of  patients  waiting  for  an 


organ,  and  each  hospital  uses  different 
criteria. 

Until  recently,  hospitals  in  need  of 
organs  have  had  no  place  to  turn  be- 
yond some  voluntary  clearinghouses 
like  the  New  England  Organ  Bank. 
Through  them,  some  200  hospitals 
and  organ  procurement  agencies  try 
to  match  up  patients  with  available 
donororgans. 

To  overcome  the  inherent  inequi- 
ties in  the  present  arrangement,  the 
U.S.  Department  of  Health  &.  Human 
Services  has  recently  put  a  national 


clearinghouse  for  donor  organs  in  op- 
eration. "The  old  boy  network  will 
become  less  of  a  factor,"  says  Roger 
Evans,  the  Battelle  research  scientist. 
"Certain  centers  get  more  referrals 
than  others  for  organ  donors.  The  na- 
tional network  should  make  things 
more  equitable." 

Through  the  new  computerized 
center,  situated  in  Richmond,  Va.,  the 
tissue  and  blood  type  of  a  critically  ill 


kidney  patient  in,  say,  Los  Anga 
can  be  matched  for  the  kidneys  c 
brain-dead  accident  victim  in,  a 
Bangor,  Me.  This  is  a  possibility  tl 
didn't  previously  exist.  Says  Jo 
Gold,  the  deputy  director  of  the  ] 
partment  of  Health  &  Human 
vices,  Office  of  Organ  Transplar 
tion:  "The  idea  is  to  have  a  single 
of  rules  for  everyone." 

Plausible  as  the  central  netwi 
seems  in  theory,  administrators  of 
cal  agencies  fear  that  it  might  usi 
local  decision  making  and  creatt 
"by  the  book"  bure 
cracy  in  which  patie 
will  inevitably  sufj 
Says  Barry  Duncan, 
gan  transplant  coon 
nator  of  the  Medi 
College  of  Wiscons 
"I  look  to  see  w 
needs  a  donation  mc 
Will  Washington? 

Such  fears,  althou 
understandable,  rrJ 
be  unfounded.  "T 
real  problem  is  tl 
they  are  worried  abc 
losing  all  discreti 
about  where  orgs 
go,"  says  Gold 
Health  &  Human  S 
vices.  "The  intent 
the  system  is  to  eliri 
nate  some  of  these 
equitable  situations. 
In  fact,  local  trai 
plant  centers  and  organ  procureme 
agencies  are  represented  on  the  i 
tional  network's  board,  which  is  « 
veloping  operating  policies  now.  Til 
rules  will  guide  the  way  waiting  li: 
are  handled  and  outline  the  crite: 
for  matching  organs  and  patients.  E 
reaucratic  squabbling  aside,  the  coj 
puterized  databank  has  but  one  pi 
pose:  to  save  lives.  If  it  succeeds,  it 
assuredly  worth  the  trouble. — G.B. 


Office  tests  for  doctors 


Diagnostics 


Patients  who 
come  to  Dr. 
Thomas  Scott, 
a  Falls  Church,  Va.  obstetrician,  to  be 
tested  for  diabetes  no  longer  have  to 
wait  the  usual  two  days  to  find  out 
the  results.  Thanks  to  a  blood  analyz- 
er, Dr.  Scott  can  obtain  a  diagnosis 
without  having  his  patients  ever  leave 
the  office.  He  earns  extra  money  per 
test,  too,  that  would  otherwise  go  into 
a  laboratory's  bank  account. 

Dr.  Scott  is  only  one  of  many  physi- 
cians with  office  practices  expanding 
their  services  to  include  tests  previ- 
ously relegated  to  outside  laborato- 


ries. A  fairly  flat  market  for  test  mate- 
rials and  equipment  used  by  clinical 
labs  and  hospitals  over  the  past  few 
years  has  spurred  equipment  makers 
to  market  more  creatively.  The  solu- 
tion? Take  their  wares  to  the  ultimate 
customer — the  office  physician. 

Procedures  that  have  moved  into 
the  office  from  the  lab  over  the  past 
few  years  are  now  routinely  used  to 
detect  everything  from  pregnancy  to 
common  infections.  With  150,000 
solo  practices  and  partnerships  and 
another  15,000  group  practices  across 
the  country,  there  is  obviously  a  mar- 
ket niche  there  to  exploit. 


"Office  tests  and  equipment  is  t; 
fastest-growing  segment  of  the  die 
nostics  industry,"  says  Robert  Eastc 
a  partner  in  The  Wilkerson  Group; 
health  care  consulting  firm.  About 
companies,  including  Abbott  Laboi 
tories,  Becton  Dickinson,  Boehring 
Mannheim,  Du  Pont,  Kodak  aj 
Miles  Laboratories,  are  pursuing 
slice  of  this  fledgling  market,  estircu 
ed  at  $500  million  by  Abbott. 

Physicians  are  willing  customei 
For  one  thing,  office  tests  can  be  b 
moneymakers.  Boehringer  figur 
that  a  physician  who  uses  its  $4,51 
Reflotron  blood  analyzer  only  fo 
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Introducing  the  A300  Allocator,  a  unique  way 
to  allocate  postal  expenses,  cut  mailing  costs, 
and  make  your  mailroom  run  faster  and  more 
efficiently  than  ever  before. 

The  A300  Allocator  lets  you  account  for  every  dime 
your  company  spends  on  postage,  by  client  or  depart- 
ment—all automatically.  Accurate,  comprehensive 
reports  analyzing  all  postal  and  shipping  transactions  are 
at  your  fingertips.  Best  of  all,  the  A300  hooks  up  with  all 
Pitney  Bowes  electronic  mailing  systems. 

So  even  when  your  growing  business  is  running  full 
tilt,  your  mailroom  can  keep  up  with  it. 

Without  being  overrun. 

For  more  information,  calll-800-MR.  BOWES 
(1-800-672-0937),  ext.  701.  Or  write  to  Pitney  Bowes, 
1711  Pacific  St.,  Stamford,  CT  06926-070G. 

Dp  Pitney  Bowes 


Eight  states  were  in  the  running  for  their  new  regional  facility. 
They  chose  Florida. 

In  large  part  because  of  our  people.  Florida's  work  force  has  earned 
a  reputation  for  being  highly  skilled  and  reliable.  Along  with  having 
strong  company  loyalty. 

They  chose  Florida  because  of  our  business  climate.  Our  state 
and  local  governments  want  and  welcome  new  businesses.  And  our 
corporate  taxes  allow  businesses  to  be  competitive.  There  is  no  unitary 
tax.  And  no  personal  income  tax. 

And  they  looked  at  the  most  current  data  and  found  Florida  to 
be  the  trend-setting  state  in  the  nation.  So,  when  you're  looking  at 
Florida  today,  you're  seeing  the  state  of  the  future. 

The  bottom  line.  Florida  is  considered  to  be  the  premiere  business 
opportunity  state  in  the  country. 

So,  when  they  set  out  to  open  their  new  facility,  it  was  clear  why 
they  chose  Florida. 

For  more  information,  write  to  Jeb  Bush,  Secretary  of  Commerce, 
Florida  Dept.  of  Commerce,  501  Collins  Building,  Suite  FB, 
Tallahassee,  FL  32301.  Or  call  (904)  488-5507. 

FI©RICA 

■\  IW<7    Sun-  i>t  Fl  iriJs.  Division  of  Economic  Development      Based  on  an  original  phoco  concept  by  A.  Zanr  Black  Star. 
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Edited  by  William  G.  Flanagan 

espite  increasing  costs,  attacks  by  civil 
ghts  groups  and  less  favorable  tax  treat- 
ment, top-rung  private  clubs  are  thriving. 

Boys  continue 
to  be  boys 


The  all-male  Bohemia)!  Club  hi  San  I 
Some  of  the  boys:  Ronald  Reaga 

Tanctsco 

n,  George  Bush,  lUerv  Griffin. 

ml 
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By  Barbara  Kallen 

'  f  you  apply  for  membership  at 
Boston's  Somerset  Club  today, 
i  chances  are  you  won't  get  in  be- 
e  1991 — assuming,  of  course,  that 
u  have  obtained  the  written  sup- 
rt  of  six  Somerset  members,  have  a 
:stigious  job  or  pedigree  and  are  not 
roman. 

'I  remember  the  Seventies,"  says 
:  club's  manager,  Dennis  Michel. 
fe  were  looking  for  members."  To- 
y  many  of  Boston's  young  profes- 
inals  clamor  to  join  the  ranks  of 
ilman  Mockler  of  Gillette;  Cabot 


Corp.'s  former  chairman  and  current 
director,  Louis  Cabot;  Raytheon's  for- 
mer chairman  and  current  finance 
committee  head,  Charles  Francis  Ad- 
ams;  architect  Graham  Gund;  and  a 
host  of  other  prominent  Bostonians. 

The  all-male  Bohemian  Club  of  San 
Francisco  is  even  harder  to  get  into: 
There  are  13-year  waits  for  San  Fran- 
cisco residents,  18-year  waits  for  out- 
of-towncrs.  Entertainers,  artists  and 
writers,  however,  are  often  accepted 
immediately  by  the  ivy-covered  Bohe- 
mian Club,  whose  members  include 
Levi  Strauss  former  Chairman  Walter 
Haas,  former  United  Technologies 


Chairman  Harry  Gray,  Bank  of  Amer- 
ica Chairman  A.W.  Clausen,  talk 
show  host  Merv  Griffin,  comedian 
Dan  Rowan,  Vice  President  George 
Bush  and  President  Ronald  Reagan. 

Says  one  longtime  member,  "It  just 
gets  more  and  more  impossible  to  get 
in.  I  think  everyone  wants  to  go  to 
'The  Grove.'  "  That's  the  famous  riv- 
erside encampment  70  miles  north  of 
San  Francisco,  where  Bohemians 
gather  for  two  weeks  each  summer  to 
stage  all-male  revues  and  celebrate 
the  great  outdoors  with  nature  stud- 
ies, boating,  hiking  and  a  fair  amount 
of  drinking. 

New  York's  elite  Metropolitan 
Club  is  also  alive  and  well.  The  2,300- 
member  club  is  seeing  a  strong  flow  of 
people  in  their  30s  knocking  on  its 
door  on  East  60th  Street,  steps  from 
Fifth  Avenue. 

Across  the  street  is  the  1,300-mem- 
ber  Harmonie  Club,  originally  found- 
ed by  Jews  denied  admittance  to  the 
Metropolitan  Club  (which  does  have 
Jewish  members  today;  conversely, 
the  Harmonie  Club  also  has  non-Jew- 
ish members).  But  chances  of  admis- 
sion are  equally  slim.  The  60  people 
currently  in  line  to  join  the  Harmonie 
Club  will  be  admitted  when  an  exist- 
ing member  dies  or  resigns. 

All  across  the  country,  private 
clubs  continue  to  thrive,  despite  at- 
tacks by  civil  rights  and  women's 
groups,  as  well  as  by  federal  and  local 
governments.  In  New  York  City,  for 
example,  Mayor  Edward  I.  Koch  has 
prohibited  city  employees  from  con- 
ducting business  at  the  Union  League 
Club,  the  Century  Association,  the 
New  York  Athletic  Club,  the  Univer- 
sity Club  and  other  clubs  that  ban 
women.  Yet  their  waiting  lists  are 
still  long. 

Obviously,  members  of  private 
clubs  like  things  pretty  much  the  way 
they  are,  and  potential  members 
aren't  that  keen  on  change,  either. 
Many  men  in  their  20s  who  might 
have  shunned  private  clubs  a  genera- 
tion ago  now  eagerly  want  in. 

In  fact,  the  more  pressure  being 
brought  on  private  clubs  to  open  their 
doors  to  all  comers,  the  more  deter- 
mined they  seem  to  be  to  retain  the 
status  quo.  And  the  more  the  IRS 
squeezes  them,  the  more  adept  they 
become  at  financial  survival. 

Take  New  York  City's  all-male 
University  Club,  one  of  four  clubs 
currently  embroiled  in  a  bitter  sex- 
discrimination  dispute.  Earlier  this 
year  the  4,000-member  club  narrowly 
voted  to  continue  excluding  women, 
causing  the  president  to  resign  in  pro- 
test. In  an  attempt  to  thwart  further 
legal  action,  the  club  is  maintaining  it 
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.t's  true.  Chicago  and  New  York  do 
have  something 


in  common. 


CHICAGO       '  NEW  YORK 

A  REGENT«1NTERNAT10NAL  HOTEL 


AUCKLAND  BAM.kHk  RIVLRLY  MILLS  LHIl  Al*l  missEUVRF  FIJI  HONG  KON(i  KUALA  LUMPUR  MELBOURNE  NEW  YORK  OKINAWA  SYDNEY 


Both  Chicago  and 
New  York  have  a  Mayfair 
Regent.  With  the 
elegance  and  poise  of  a 
bygone  era,  both  cater 
to  the  traveller  in  search 
of  perfection. 


'nt 


800-545-4000 

u.mt»,o.  cIh<f]eadingHo(elsofth<?Worid' 


Tiffany  holds  the  secret  to  a 
successful  service  recognition  program. 


Tiffany  &  Co.  introduced  the  concept  of  high-quality  gifts 
for  service  recognition  programs  many  years  ago.  Today,  with 
the  new  Tiffany  System,  major  corporations  can  receive 
the  ultimate  in  customer  service. 

Every  Tiffany  client  works  with  a  Recognition  Consul- 
tant who  can  custom  design  a  program  that  meets  the  most 
exacting  gift  and  budget  requirements. 

The  Tiffany  System  provides  simplified  ordering  and 
on-line  tracking.  Large  and  small  orders  are  filled  quickly. 
Our  computer  gives  clients  an  instant  status  report. 

The  Tiffany  System  requires  no  special  staffing.  Virtu- 
ally all  the  administrative  details  are  handled  by  Tiffany's 
professionals.  To  arrange  a  meeting  with  a  Tiffany  Recogni- 
tion Consultant  call  Sandra  Alton  at  212-605-4641. 


Tiffany  &  Co. 

NEW  YORK    BEVERLY  HILLS    CHICAGO    DALLAS    HOUSTON  PHILADELPHIA 
BOSTON    ATLANTA    SAN  FRANCISCO    WASHINGTON  DC    ©T&. CO  1987 


is  a  social,  not  a  business,  club.  1 
club  sent  out  letters  instructing  mc 
bers  to  stop  seeking  company  rei 
bursement  for  club  costs  ($2,400 
trance  fee  and  $1,200  annual  du 
That  hardly  seems  to  faze  such  mc 
bers  as  Henry  Kissinger,  former  C 
corp  Chairman  Walter  Wriston,  La 
ance  Rockefeller,  SEC  chief  John  SI 
and  General  Motors  head  Rq 
Smith.  In  the  luxurious  seventh-fl 
dining  room,  where  women  are  i 
permitted  at  lunch,  the  old  boys  a 
tinue  to  savor  fine  roast  beef,  la 
chops  and  fillet  of  Dover  sole  as  tl 
have  for  120  years.  (Women  guq 
may  eat  lunch  in  the  Univera 
Club's  ground-floor  dining  room, 
they  may  not  use  the  gym,  squ 


San  Francisco's  Pacific-Union  Club\ 
An  oasis  for  the  pin-striped  set 


courts,  card  room,  billiard  room  or  t1 
pool,  where  members  enioy  swii 
ming  in  the  buff.) 

For  some  clubs,  tokenism  seer 
the  answer.  Take  Pittsburgh's  large 
male  Duquesne  Club,  for  example, 
is  still  the  focal  point  of  the  busine 
life  of  the  city.  Major  industrial  coi 
panies  like  Alcoa,  USX  and  Nation 
Intergroup  have  their  own  priva 
oak-paneled  suites  at  the  club.  In  19! 
the  club  bowed  to  prevailing  soci 
pressures  and  admitted  its  first  wor 
an.  She  turned  out  to  be  Pau 
Hughes,  a  New  York  investment  e 
ecutive  who  would  not  be  able  to  u 
the  club  much.  Today  there  are  few 
than  20  women  among  the  2,6( 
members. 

Members  of  New  York's  Centu 
Association  are  busy  drawing  up  lis 
of  prospective  women  members  th< 


94 


FORBES,  APRIL  27,  198 


-iiiu  vuniiiiiii  m  mmmw  nm  m 

use  people's  talents  and  energies,  worms: 

businesses  are  coming  to  realize  that  gineers, 

keeping  a  person  in  full-time  thrall  to  advertising 

a  single  company  is  not  necessarily  tors,  cam 

thi^CTO^t  productive  use,  of  th^tjjor-   It's  no  si 


MORE 


NONSTOPS 
TO  AUSTRALIA. 


Not  only  does  Qantas  have  the  most  nonstops 
to  Australia,  but  starting  June  1,  we'll  offer  them  from 
San  Francisco  as  well  as  Los  Angeles. 

These  new  nonstops  are  part  of  our  convenient 
daily  flight  service  from  Los  Angeles,  San  Francisco, 
and  Honolulu. 

What's  more,  if  you're  a  member  of  the  * 
American  Airlines  A^Advantage"  Frequent  Traveler 
Program,  you  can  earn  valuable  mileage  for  your  trip  | 
Down  Under. 

No  wonder  Qantas  flies 
more  business  travelers  to  Australia  and  the  South 
Pacific  than  any  other  airline. 

After  all,  with  service  this  good  you  have  no 
business  flying  anyone  else.  Call  Qantas  at  800-227-4500 
or  your  travel  agent  for  more  information. 


.matter  of_  ratcs_and  rv^ 

The  Airline  of  Australia 


AVAdvantage"  is  a  registered  service  mark  uf  American  Airlines,  Inc. 


Baltimore's  Maryland  Club 

If  you  don't  hunt  duck  or  geese,  don't  bother. 


The  Somerset  Club  in  Boston 
Pedigrees,  pals  and  patience. 


deem  compatible,  should  law  or  club 
vote  force  their  acceptance. 

Clubs  are  proving  quite  resourceful, 
too,  when  it  comes  to  economic  sur- 
vival. Tax  law  changes  in  1984  and 
1986,  which  limit  corporate 
writeoffs  for  club  dues,  could 
have  hit  private  clubs  hard.  In 
1982  53%  of  major  companies 
footed  the  bills  for  their  execu- 
tives' private  luncheon  clubs.  But 
last  year  only  43%  offered  that 
perk,  because  of  the  tax  law 
changes. 

One  way  of  adding  value  to 
club  memberships  (and  also 
boosting  revenues)  is  through  re- 
ciprocal dining  privileges.  When 
the  Metropolitan  Club  of  New 
York  became  strapped  for  cash 
some  years  ago,  for  example,  it 
set  up  such  agreements  with  oth- 
er elite  clubs.  Now  if  members 
like  Richard  Nixon,  Gerald  Ford 
and  Laurance  Rockefeller  get 
hungry  downtown,  they  may  eat 
at  the  India  Club.  If  they  are  over- 
seas, they  may  use  the  Carlton 
Club  in  London  or  the  Uebersee 
Club  in  Hamburg,  Germany.  "I 
can  tell  you  that  we're  on  very 


sound  footing  financially,"  says  one 
member  of  the  Metropolitan  Club, 
which  costs  $1,500  to  join  and  about 
$1,200  in  annual  dues.  But  just  to 
make  sure  the  club  stays  in  the  black, 


Neu>  York's  embattled  University  Club 
Still  insistent  on  "men  only." 


it  is  currently  petitioning  the  cit 
Landmarks  Preservation  Commissi 
to  allow  it  to  sell  development  rig 
to  its  19th-century,  Renaissance-st 
courtyard. 

Several  university  alun 
clubs  have  also  joined  ranks 
bent  their  membership  rules 
order  to  survive.  In  the  mid- 19', 
the  Dartmouth  Club  of  N 
York  moved  onto  the  premises 
the  Yale  Club.  The  Princel 
Club  has  been  accepting  gra< 
ates  of  the  University  of  Penns 
vania,  Columbia,  the  Univers 
of  Virginia  and  others  since  19 
Even  the  Harvard  Club  does  i 
insist  that  members  be;  alumni 
alumnae;  witness  member  h 
Boesky,  a  graduate  of  the  Detr 
College  of  Law.  Boesky  was 
benefactor  of  Harvard,  but 
contribution  to  the  school  was 
less  than  reported — oi 
$200,000  over  seven  years. 

Moral:  Discrimination  sv 
and  the  IRS  notwithstandii 
boys  will  continue  wanting  to 
boys,  and  they'd  rather  fight  tr 
switch.  ■ 
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Message  To  Entrepreneurs  Puerto  Rico's  investment  opportunities  are  back  on  track  at  a 
le  when  globalization  of  manufacturing  and  marketing  is  influencing  corporate  business 
:isions  to  an  increasing  extent. 

U.S.  corporations  and  their  top  managers  are  no  longer  assured  of  a  "safe"  or  "guaranteed" 
ire  of  domestic  market  as  the  forces  of  internationalization  either  penetrate  tariff  walls  or 
ng  external  competitors  with  their  investments  inside  our  walls. 

To  meet  these  rapidly  changing  conditions,  Puerto  Rico  has  restructured  its  famous 
peration  Bootstrap"  program  of  investment  incentives  and  economic  development.  We  have 
haped  and  broadened  our  multiple  tax  incentives  and  locational  inducements,  first,  to 
nulate  investment  attraction  to  Puerto  Rico  and  to  its  Caribbean  neighbors,  and,  second,  to 
ure  mutually  beneficial  results  for  our  Island  economy  for  that  of  the  mainland  United 
tes,  and  for  other  countries.  We  are  seeing  steady  progress  from  this  strategy,  continued  <>n  next  Page. 
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PUERTO  Rl 


Gov.  Rafael 
Hernandez-Colon 
Commonwealth 
of  Puerto  Rico 


We  think  Puerto  Rico's  program  merits 
close  scrutiny  by  American  CEOs  seeking 
to  enhance  corporate  profitability  in  the 
face  of  accelerating  global  competition.  In 
its  own  way  our  program— indeed  the 
entire  industrial  evolution  of  Puerto  Rico 
—is  a  successful  demonstration  of  how  the 
inherent  advantages  of  distinct  geopoliti- 
cal economies  ( large  and  small)  can  be 
harmonized  through  pro-business  mecha- 
nisms and  policies  designed  to  advance 
mutual  socio-economic  goals  and  private 
corporate  objectives. 

Two  years  ago, 
Puerto  Rico  en- 
dorsed the  Carib 
bean  Basin  Initiative 
program  of  the 
United  States,  pledg- 
ing involvement  by 
the  Commonwealth 
to  assist  the  hard- 
pressed  economies 
of  our  neighbors 
and  to  lay  the  foun- 
dations for  growth 
and  political  stability 
in  the  region. 
Last  year,  the  Congress  passed  and  the 
President  signed  the  U.S.  Tax  Reform  Law. 
Section  936  of  the  Internal  Revenue  Code 
—supporting  improvement  of  the  eco- 
nomic circumstances  prevailing  in  the 
Commonwealth  of  Puerto  Rico  and  in 
possessions  and  territories  of  the  United 
States— was  reaffirmed  under  the  tax 
reform  law,  and  liberalized  to  facilitate  the 
development  of  complementary  "twin 
plants"  in  Caribbean  countries. 

Early  this  year,  the  Commonwealth 
Government  enacted  the  Puerto  Rico 
Industrial  Incentives  Act  No.  8,  fixing  tax 
exemption  for  the  earnings  of  936  com- 
panies operating  on  the  Island  at  90%  for 
grant  periods  from  10  to  25  years.  Earn- 
ings of  export-oriented  service  industries 
were  also  provided  90%  exemption. 

Meanwhile,  under  other  Common- 
wealth legislation,  tourist  hotel  earnings 
now  also  receive  90%  exemption  from 
Puerto  Rico  taxes,  among  other  generous 
inducements  provided  to  this  sector. 

These  measures  and  a  renewed  pro- 
gram of  infrastructure  creation  were 
undertaken  to  rekindle  Puerto  Rico's 
attractions  in  the  competitive  world 
climate  for  private  investments. 

Private  manufacturing  operations  are 
the  keystone  1 )  to  Puerto  Rico's  industrial- 
ization efforts,  2)  to  those  of  our  Carib- 
bean neighbors,  and  3)  to  the  economic 
and  political  goals  of  the  United  States  as 
well. 

Working  in  close  cooperation  with 
the  federal  government,  Caribbean- 
beneficiary  countries  and  private  corpora- 
tions, Puerto  Rico  now  has  the  building 
blocks— the  requisite  policies  and  pro- 
grams—firmly in  place.  As  a  consequence, 


our  promotional  efforts  are  beginning  to 
show  increased  results. 

Manufacturing  and  service  industry 
investment  expenditures  in  Puerto  Rico, 
combined  with  related  public 
infrastructure  commitments  and  pro- 
grams, are  expected  to  surpass  a  billion 
dollars  in  the  current  fiscal  year.  Total 
construction  expenditures  are  projected 
to  exceed  $1.5  billion. 

Private  capital  commitments  to 
production-sharing  ("twin  plant")  pro- 
jects, already  in  operation  or  announced, 
now  exceed  $25  million.  These  projects, 
where  complementary  plants  are  estab- 
lished both  in  Puerto  Rico  and  another 
Caribbean  country,  take  advantage  of  our 
tax  benefits  and  the  lower  wage  costs  of 
our  neighbors. 

Growing  numbers  of  private  investors 
are  now  actively  investigating  Puerto 
Rico's  incentives  and  other  advantages. 

What  they  are  discovering  is  a  location 
that  provides  the  security  of  operating 


within  the  U.S.  framework,  90%  tax 
emption  for  profits  under  Puerto  Rl 
law,  a  100%  credit  on  U.S.  tax  liabili 
income  generated  from  Puerto  Rio 
sources,  a  modern  infrastructure  tr 
includes  industrial  sites  and  buildii 
ready  for  utilization,  and  workforce 
ductivity  and  quality  control  that  m 
or  surpasses  U.S.  Mainland  perforrr 

Puerto  Rico  welcomes  entrepren 
A  visit  to  our  Island  will  quickly  ver 
economic  benefits,  the  beauty  of  on 
coastal  areas  and  countryside,  and  I 
warmth  and  hospitality  of  our  peop 

In  Puerto  Rico,  the  climate  is  rigl 
your  next  expansion.  We  look  forw; 
your  visit. 


Governor  of  Puerto  R 


.    _.   ' 


Puerto 


Expanded  Opportunities 
Attract  New  Investors 

Corporate  and  individual  business 
decision-makers  in  growing  numbers  are 
responding  to  Puerto  Rico's  expanded 
opportunities  for  profitability  with  a 
variety  of  investment  commitments  and 
proposals. 

"We're  getting  50%  more  CEOs  to  Puerto 
Rico,  funneling  through  our  promotional 
offices,"  says  Antonio  J.  Colorado,  the 
Harvard-trained  tax  expert  who  heads  the 
Economic  Development  Administration. 
EDA,  called  "Fomento"  in  Spanish,  is 
Puerto  Rico's  primary  industrial  promo- 
tion agency  with  offices  across  the  states, 
in  Europe  and  the  Far  East. 

"More  important,  we're  now  seeing 
steady  acceleration  in  the  allocation  of 
corporate  resources  to  projects  in  Puerto 
Rico,"  he  points  out,  adding:  "That  means 
more  jobs  for  our  people,  which  is  my 


agency's  bottom  line." 

In  part,  the  renewed  flow  of  man 
turing  and  service  industry  investm 
are  attributable  to  a  number  of  evei 
that  Colorado  says  have  "restored  tr 
bloom  to  the  Island's  business  clim 

Entrepreneurial  confidence  in  Pi 
Rico  took  an  upturn  with  enactmen 
year  of  the  U.S.  Tax  Reform  Act.  The 
.  reaffirmed  federal  government  sup] 
for  Section  936  of  the  Internal  Reve 
Code  after  intensive  scrutiny  by  Coi 
last  year,  Colorado  stresses.  U.S.  cor 
tions  receive  100%  federal  tax  exerr 
on  income  derived  from  sources  wi 
Puerto  Rico  and  for  earnings  repatr 
from  the  936  company  to  the  parem 
corporation. 

"The  most  important  point  aboui 
settlement  of  the  936  issue  last  year 
fact  that  Puerto  Rico  now  has  what 
amounts  to  a  policy  endorsement  ft 

Con 


larness  the  power 

a  full-service  investment  banking  firm  that  is 
mamically  growing  with  Puerto  Rico-and 
ilping  Puerto  Rico  grow.  Merrill  Lynch  Capital 

Markets  has 
underwritten 
over  75%  of  all 
locally  tax- 
exempt  financ- 
ings in  Puerto 
Rico  over  the 
past  15  months. 

And  we  offer 
a  full  range 
of  financial 
services  to 
businesses  in 
this  dynamic 
environment, 
eluding  top-ranked  research,  global  distribution, 
novative  financial  engineering,  M&A  expertise, 
id  24-hour  trading. 

Come  share  the  future  we're  proudly  helping  build 

n  Puerto  Rico. 


?  Merrill  Lynch  Capital  Markets 


Merrill  Lynch 
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Congress  and  the  Executive  Branch  of  the 
federal  government,"  Colorado  says. 

"We  believe  the  Federal  Establishment 
is  now  aware,  at  various  levels,  that  936 
must  be  viewed  as  the  most  successful 
economic  development  instrument  in 
modern  times. 

"It  was  made  clear  that  Section  936  also 
creates  substantial  benefits  for  the  econ- 
omy of  the  United  States.  Our  total  im- 
ports from  the  U.S.  now  amount  to  better 
than  $6  billion  per  year.  A  large  num- 
ber of  jobs  and  tax  revenue  in  the  U.S.  are, 
therefore,  a  direct  result  of  the  purchases 
of  U.S.  goods  and  services  by  Puerto  Rico 
—made  possible  by  our  progress  under 
the  936  program,"  the  EDA  chief  notes. 


RIO  RICO 


full  90%  exemption  from  Commonwealth 
taxes— for  grants  up  to  25  years— to  the 
earnings  of  export-oriented  service  in- 
dustries. Previously,  eligible  service  activi- 
ties only  received  75%  exemption. 

( The  90%  exemption  was  also  accorded 
to  the  earnings  of  tourist  hotels  and  pro- 
jects, under  other  laws  passed  last  year  by 
the  Puerto  Rico  Legislature.  Previously, 
only  property  taxes  were  abated.  Earnings 
of  tourist  hotels  may  attain  100%  ex- 
emption in  certain  cases. ) 

"Even  before  positive  action  on  936  by 
the  Congress  last  year  and  the  reshaping 
of  Puerto  Rico's  industrial  incentives  law 
this  year,  alert  investors  continued  to  look 
at  Puerto  Rico  as  a  favorable  site  to  estab- 


Congress  also  extended  the  benefits  of 
the  936  program  to  stimulate  private 
investment  under  the  U.S.  Caribbean 
Basin  Initiative  program.  CBI  allows  a  long 
list  of  products  manufactured  in  22  desig- 
nated countries  in  the  region  to  enter  the 
U.S.  duty  free.  However,  CBI  countries 
have  been  hard-pressed  to  attract  private 
capital  to  take  advantage  of  this  Customs 
abatement. 

Consequently,  Congress  authorized 
the  investment  of  936  funds  in 
eligible  Caribbean  production-sharing 
projects. 

Meanwhile,  the  Commonwealth  Gov- 
ernment enacted  more  flexible  and 
expanded  tax  exemption  benefits  under 
its  Industrial  Incentives  Act  of  January 
1987,  placing  Puerto  Rico  in  a  more  com- 
petitive position  for  the  attraction  of  U.S. 
and  foreign  investments. 

Complementing  the  federal  legislation, 
the  new  Puerto  Rico  law  provides  eligible 
businesses  with  90%  tax  exemption 
throughout  the  duration  of  the  tax  grant. 
Grants  can  be  extended  from  10  to  25 
years,  depending  on  the  geographical 
location  where  the  company  establishes 
its  operation. 

The  new  Puerto  Rican  law  also  extends 


lish  new  or  expand  existing  manufac- 
turing operations,"  Colorado  notes. 

"Response  to  EDA  seminars  and  private 
meetings  across  the  U.S.  Mainland,  in  the 
Far  East  and  in  Europe  over  the  past  12 
months  has  been  encouraging.  Approxi- 
mately 16,000  new  jobs  were  committed 
to  the  Island  in  1986  and  there  are  strong 
prospects  that  this  year  will  be  even  bet- 
ter," he  predicts. 

"We've  been  able  to  demonstrate  that 
Puerto  Rico  is  an  excellent  location  for 
corporations  seeking  manufacturing  and 
marketing  presence  within  the  various, 
competing  global  markets. 

"We  are  finalizing  negotiations  for  a 
cashmere  sweater  operation,  involving 
interests  from  the  Republic  of  China. 
Japan  and  the  U.S.  The  project  will  create 
up  to  400  new  jobs  on  the  Island  and  give 
a  global'  aspect  to  our  traditional  textile 
and  apparel  investment. 

"The  project  will  bring  together 
raw  materials  from  China,  design  and 
technical  input  from  Japan,  U.S.  marketing 
expertise  and  Puerto  Rico's  tax  incentives 
and  very  productive  labor,"  he  explains. 
"That's  effective  globalization." 

Similar  ventures  are  possible  in  phar- 
maceuticals, electronics,  instrumentation 


and  other  industries.  EDA  is  activel 
ing  out  projects  that  provide  bene! 
participating  home-base  economic 
Colorado  declares.  "There  has  to  b, 
someth  ing  on  the  table  for  everylxl 
today's  world." 

Meanwhile,  Puerto  Rico's  re-targi 
incentives  and  the  productivity  of  ii 
trained  workforce  continue  to  attrs 
leading  high-tech  and  so-called  tra 
manufacturers  to  the  Island. 

One  of  the  fastest  growing  pharr 
tical  firms  in  the  U.S.  and  a  bio-tecl1 
pioneer,  Genentech,  Inc.,  of  Califoi 
establishing  a  $40  million  plant  in 
Canovanas,  Puerto  Rico.  Startup  is  : 
for  1988. 

The  facility  will  be  the  first  in  Pu> 
Rico  to  use  recombinant-DNA  tech 
for  the  commercial  manufacture  ot 
products,  according  to  Vice  Preside 
William  Young. 

Genentech  will  manufacture  Pro 
a  children's  growth  hormone,  in  a  fi 
to  be  built  by  the  Puerto  Rico  Indu: 
Development  Company.  PRIDCO  is 
financial  and  factory  facility  constD 
arm. 

A  British  company,  Imperial  Chei 
Industries  PLC,  has  announced  plar 
$20  million  operation  in  Puerto  Ric 
to  manufacture  Tenormin,  a  drug  u: 
control  cardiovascular  diseases  and 
pertension.  ICI  is  the  19th  largest  pi 
ceutical  producer  in  the  world. 

Scan-Tron  Corp.,  a  leading  printe 
standardized  school  testing  forms, : 
up  its  first  operation  in  Puerto  Rico 
September. 

Scan-Tron,  which  is  expanding  id 
fornia  production  facilities,  chose  P 
Rico  because  of  tax  advantages,  lowi 
labor  costs  and  proximity  to  its  ease 
marketing  operations,  according  to 
pany  officials. 

Bel-Tronics,  Ltd.,  an  Ontario-base 
manufacturer  of  satellite/radar  micr 
receivers,  expects  its  Guanica  factoc 
the  Island's  south  coast  to  employ  2 
workers  at  peak  operation.  When  it* 
ond  facility  at  nearby  Ponce  is  on  str 
its  overall  employment  will  reach  It 

Juston  Enterprises,  Inc.,  a  major  > 
York-based  apparel  firm,  is  investing 
million  in  a  state-of-the-art  textile  n 
in  Humacao,  on  the  eastern  end  of  F 
Rico. 

"This  is  a  totally  automated,  comp 
ized  and  vertically  integrated  projec 
says  Joseph  M.  Neira,  president.  "It's! 
example  of  what  's  needed  to  compe 
against  the  Orient." 

Juston  will  mill  its  own  fabric  in  Pi 
Rico  from  yarn  shipped  in  from  the : 
Other  operations  at  the  Humacao  fa« 
will  include  jet-dyeing,  high-speed  k 
ting  equipment  ( 10  times  faster  than 
current  machinery),  cutting,  sewing, 
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Bacardi  and  the  Bat  device  are  registered  trademarks  of  Bacardi  6*  Company  Limited 


Nothing  mixes  better  with  Bacardi 
than  Chase  Electronic  Banking 


When  a  company  the  size 
}f  Bacardi  Corporation  goes  looking 
for  solutions  to  its  complex 
international  cash  management  needs, 
it  goes  to  the  experts. 

That  is  why  they  came  to  Chase. 
Dur  leadership  in  innovative  electronic 
Danking  is  well  recognized. 

With  our  expertise  and  resources 
:he  solution  was  quickly  found: 


The  Chase  InfoCash 
MicroStation.  This  custom-designed 
electronic  banking  system,  unlike  any 
off-the-shelf  product,  is  built  around 
a  company's  specific  formatting  and 
reporting  methods  after  a  thorough 
analysis  by  our  team  of  experts. 
It  is  also  an  extremely  flexible  system, 
which  allows  for  changes  and 
adjustments  to  be  made  in-house,  in 


a  matter  of  minutes,  without  the  need 
of  a  programmer. 

Chase  Electronic  Banking.. .the 
perfect  mixer  for  Bacardi  Corporation 
could  work  as  well  for  you. 

For  more  information  contact 
your  Chase  Relationship  Manager 
or  our  Electronic  Banking  Team 
at  753-3651  or  753-3652. 


"holo  insert,  from  W-jl  to  right  Jose 1  Diaz,  Assistant  Treasurer,  Chase  Electronic  Banking  /  Mario  S  Be/aial, 
V  P  Treasurer,  Bacardi  Corp  /  Ricardo  Toro,  V  P  Chase  Corporate  Group  /  Jose  Rodriguez, 
■nfesrment  Manager.  Bacardi  Corp. 
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"he  Chase  Manhattan  Bank,  N  A     Member  F.D.I.C 


The  effective  performance  of  your 
business  in  today's  competitive  marketplace 
depends  on  the  vital  role  communications 
play. 

At  the  Puerto  Rico  Telephone  Company 
we  are  keenly  aware  of  this  role.  This  is  why 
we  offer  a  vast  array  of  the  latest  state  of  the 
art  communications  equipment.  From  your 
basic  needs  to  the  most  advanced 
technology  in  computerized  switchboards, 
WATS  lines,  packet  switching,  modems, 
digital  electronics,  digital  terminating 
systems,  satellite  earth  stations,  cellular 

phones,  fiber  optics.  All  backed  by  skilled, 
highly  motivated  technicians.  To  keep  you 
in  touch.  At  all  times.  Over  any  distance. 


Heralding  a  new  era. 


Puerto  Rico 
Telephone 
Company 


."he  $500  Million  Hotel  Bill 


Yes.  We're  making  more  money  on 
urists  than  ever  before.  It's  the  second 
)lden  era  of  tourism  in  Puerto  Rico,  and  the 
^rfect  time  to  invest. 

In  fact,  $250  million  have  already  been 
vested  in  the  hotel  and  airline  industries, 
id  $250  million  more  will  be  invested  in 
urism  within  the  next  two  years. 

So  that's  why  our  hotels  are  looking  so 
>od.  Renovation  is  at  a  boom.  From  industry 
ants  to  five-room  country  inns.  The  roster 
eludes  such  prestigious  companies  as  Hyatt, 
illiams  Hospitality,  Hilton  International, 
uality  Inn,  Howard  Johnson's,  Holiday  Inn, 
•avel  Lodge  and  Best  Western. 


New  projects  are  under  way  as  well.  Like  a 
Sheraton  Hotel  at  Luis  Munoz  Marin  Airport 
and  a  Club  Mediterranee  on  the  southwestern 
shore  of  the  Island. 

The  climate  is  right  for  you  to  join  the 
bandwagon.  With  tax  incentives,  easily 
available  936  funding,  and  an  exceptionally 
good  product:  the  Puerto  Rican  vacation. 

Every  year  we're  visited  by  more  and  more 
tourists.  All  in  need  of  a  wide  range  of 
facilities  and  services:  hotels,  shops, 
restaurants,  transportation,  communication 
systems,  financial  institutions  and  much  more. 
No  wonder  the  climate  in  Puerto  Rico  is 
right.  And  that's  not  just  for  vacationing. 


UERTO  RICO  HOTEL  &  TOURISM  ASSOCIATION 
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screen-printing.  Company  labels  include 
Just  America,. lust  On,  Just  on  Kids  and 
American  Cutie. 

Excess  fabric  production  will  be  sold  to 
Caribbean  area  manufacturers,  producing 
duty  free  products  for  the  U.S.  market 
under  the  807  Tariff  Schedule.  Neira  sees 
the  possibility  of  twin-planting  in  the 
Caribbean,  once  his  Humacao  operation 
gets  rolling. 

Projects  scheduled  for  Island  startup 
this  year  or  next  include:  LyphoMed,  Inc., 
a  leading  supplier  of  critical  care  pharma- 
ceuticals; Rostone  Corp.,  precision  plastic- 
products;  Whitehall  Laboratories  (an 
American  I  lome  Products  subsidiary ), 
manufacturer  for  Advil,  Anacin,  and 
Isordil;  St.  Jude  Medical,  artificial  heart 
valves;  and  Mennen  Co.,  deodorants, 
among  many  others. 

Sophisticated  Banking 
On  Par  With  the  World 

An  international  mix  of  commercial 
banks,  trust  companies,  savings  and  loan 
banks,  and  investment  brokerage  houses 
place  Puerto  Rico's  financial  infrastructure 
on  a  par  with  sophisticated  world  centers. 

Two  leading  local  institutions,  Banco 
Popular  de  Puerto  Rico  and  Banco  de 
Ponce,  are  ranked  among  the  top  200 
Mainland  U.S.  banks  in  terms  of  assets.  In 
addition,  there  is  a  group  of  well-managed 
Island  thrift  organizations. 

Together,  Puerto  Rico's  commercial 
banks  alone  held  over  $18.6  billion  in 
assets  in  fiscal  1986,  offering  full-range 
support  to  businessmen,  manufacturers, 
investors  and  the  community  at  large. 

Terrence  Wadsworth,  vice  president  and 
general  manager  of  Chase  Manhattan 
Bank,  offers  a  succinct  description  of  what 
businessmen  can  expect  from  Puerto 
Rico's  banking  industry: 

"Whatever  climate  and  facilities  inves- 
tors may  expect  in  the  financial  capitals  of 
the  world— New  York,  Tokyo,  London, 
Paris— they  are  all  here. 

"Every  visitor  I  have  seen  has  left  with 
the  observation,  T  didn't  expect  this— such 
a  difference,  so  modern,  so  sophisticated.' 
They  include  Congressmen  and  their  staff 
members,  businessmen,  industrialists.  No 
one  fails  to  be  surprised,"  Wadsworth 
notes. 

The  12  Savings  and  Loan  institutions  in 
Puerto  Rico  are  generally  smaller,  locally- 
owned,  and  collectively  account  for  over 
$3  billion  in  deposits.  Traditionally, 
they  concentrate  their  activity  in  residen- 
tial mortgaging.  In  the  new  era  of  deregu- 
lation, however,  Island  institutions  have 
begun  moving  aggressively  into  new 
forms  of  commercial,  industrial  and  con- 
sumer lending. 

Puerto  Rico's  brokerage  houses— which 
include  such  names  as  Drexel  Burnham 
bert,  Eastman  Dillon,  Dean  Witter,  E.F. 


PUERTO 


"The  Golden  Mile"  financial 
district  of  San  Juan. 

Hutton,  First  Bpston,  Kidder  Peabody, 
Merrill  Lynch,  Paine  Webber,  and  Pruden- 
tial Bache— act  both  as  agents  and  princi- 
pals in  the  island's  financial  transactions. 

All  play  a  role  in  the  placement  of  Com- 
monwealth bond  issues  and  private 
borrowings. 

An  important  institution  is  The 
First  Boston  Corporation,  which  last  year 
managed  the  first  Collateralized  Mortgage 
Obligation  (  CMO)  for  the  Puerto  Rico 
Housing  Finance  Corp.  and  only  the  sec- 
ond municipal  CMO  handled  in  the  U.S., 
according  to  Vice  President  and  General 
Manager  Hector  Mayol,  Jr. 

First  Boston  has  financed  a  significant 
portion  of  Puerto  Rican  corporate  and 
government  debt,  raising  more  then  $9 
billion  since  1947. 

Javier  M.  Uribe,  chairman  of  Merrill 
Lynch- Government  Securities,  praises 
Commonwealth  debt  management. 

"The  Island's  public  debt  financing 
capability  has  been  sharply  improved  by 
overall  restructuring,  begun  in  1975  to 


Private  Commercial  Banks 
and  Trust  Companies  in 
Puerto  Rico 

(Total  Assets-June  30, 1986) 

(In  $  Millions) 

Banco  Popular  de  Puerto  Rico  4,320 

Citibank,  N.A.  4,020 

The  Chase  Manhattan  Bank,  N.A.  2,316 

Banco  de  Ponce  1 ,973 

Banco  Central  Corporation  1,235 

Banco  de  Santander— Puerto  Rico  1 ,093 

The  Royal  Bank  of  Canada  586 

The  Bank  of  America  561 

Scotiabank  de  Puerto  Rico  429 

Royal  Bank  de  Puerto  Rico  4 1 7 

Banco  Comercial  de  Mayagiiez  38 1 

First  National  Bank  of  Boston  376 

Roig  Commercial  Bank  365 

The  Bank  of  Nova  Scotia  255 

Banco  Financiero  160 

Banco  Cooperative  de  Puerto  Rico  61 

Banco  de  Caguas  38 

Las  Americas  Trust  Co.  36 

Universal  Trust  Co.  26 
Banco  Nacional 

Espanola  de  Finanzas  Trust  Co.  4 
Total  Assets  $18,655 


increase  average  maturity  of  the  ov 
obligations 

"Meanwhile,  the  financing  of  pril 
investments  has  been  affected  poj| 
by  increasing  participation  of  Japar] 
and  European  financial  institutions 
guarantors  of  the  issues  through  le) 
credit.  Key  institutions  include  Mit.1 
Bank,  Fuji  Bank,  Banque  Paribas  anj 
Bayerishe  Bank,"  he  observes 

One  unique  feature  of  Puerto  Rh 
financial  system  is  the  so-called  "Ij 
funds  market." 

Approximately  $8  billion  in  936 
company  earnings  are  retained  in  c 
posits  with  the  Island's  banking  ins 
tions,  roughly  equivalent  to  40%  of 
bank  deposits.  This  pool  of  funds,  j 
ally  regarded  as  a  source  for  perha| 
lowest  cost  financing  in  the  world 
expected  to  play  a  role  in  financing 
worthy  "twin-plant"  projects  under 
Caribbean  Basin  Initiative  program 

Biggest  Island 
Merger  Proposed 

Puerto  Rico's  biggest  banking  m< 
history  would  place  Caguas  Centrall 
eral  Savings  Bank  in  the  No.  2  positii 
among  local  financial  institutions  ai 
3  among  all  banks  operating  in  Puei 
Rico.  Approval  of  the  purchase  agre< 
between  Caguas  Central  Federal  Sa^ 
Bank  and  the  Bayamon  Federal  Savij 
and  Loan  Association  would  give  Ca, 
Central  assets  of  $2.7  billion . 

The  agreement  by  their  respectiv) 
Boards  of  Directors  calls  for  both  irj 
tions  to  be  brought  under  the  contrt 
holding  company  to  be  organized  b 
Caguas  Central,  which  is  directed  b} 
Lorenzo  Muhoz-Franco,  president. 

Under  the  terms  of  the  agreemenl 
of  the  outstanding  or  issuable  stock| 
Bayamon  Federal  would  be  acquired 
the  Caguas  Central  holding  compan) 

The  transaction  entails  the  convel 
of  Caguas  Central  Federal  Savings  Bi 
Puerto  Rico  into  a  stock  form  institu 
and  is  dependent  upon  the  success  • 
associated  public  offering  of  holdin] 
company  snares.  Further,  the  transao 
is  subject  to  Bayamon  Federal  sharel 
ers  approval.  The  transaction  is  also 
ject  to  various  regulatory  approvals 
beyond  the  control  of  either  institut 
and  could  require  several  months. 

GDB  Is  Providing 
Public  And  Private 
Financial  Leadership 

Government  Development  Bank 
Puerto  Rico  (GDB)  negotiated  finan 
and  refinancing  in  excess  of  $3.6  bill 
for  public  sector  purposes  during 
fiscal  1986.  Total  assets,  up  by  7.5%,  j 
to  nearly  $4.6  billion  during  the  ye; 
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WHAT  MAKES  THESE  CEOs 
MORE  IN  THE  KNOW 
THAN  OTHERS? 


H-  Olsen,  President,  CEO,  Digital  Equipment  Corporotic 


Vernon  R.  Louclcs,  Jr.,  President,  CEO,  Baxter  Travenol  Laboratories,  Inc.         Jim  R  Manzi,  Chairman,  CEO,  Lotus  Development  Corporation 


Breakstone,  President,  CEO,  HealttvTex 


D- Wayne  Calloway,  Chairman,  CEO,  PepsiCo,  Inc. 


Sidney  W.  Swartz,  President,  CEO,  The  TimbeHand  Company 


NO  QUOTAS. 

NO  HIGH  LABOR  COSTS. 

NO  SHIPPING  DELAYS. 

NO  LANGUAGE  BARRIER. 

NO  HIGH  RENT. 

NO  IMPORT  DUTIES. 


Not  a  yes  man  in  the  bunch.  Yet  every  one  of  these  industry  leaders 
gave  the  nod  to  Puerto  Rico  for  expansion  of  their  production  facilities. 

And  not  just  for  all  the  wonderful  things  Puerto  Rico  doesn't  offer.  In  a 
most  revealing  survey  of  executives  of  parent  firms  with  plants  in  Puerto 
Rico,  77%  attributed  their  company's  success  to  the  labor  force  and 
native  Puerto  Rican  management. 

This  is  not  to  say  that  substantial  federal  tax  credits,  local  tax 
incentives,  proximity  to  the  U.S.  market,  factory  space  starting  at 
$1 .25/sq.  ft./yr.,  and  government-subsidized  training  programs  didn't 
factor  in  their  decisions.  But  once  they  noted  the  direct  correlation 
between  impressive  quarterly  results  and  their  workers'  commitment  to 
excellence,  these  leaders  of  American  industry  all  had  basically  the  same 
thing  to  say:  "We  came  to  Puerto  Rico  for  the  taxes,  but  we  stayed  for  the 
people."  No  wonder  these  guys  are  smiling. 

For  more  of  what  these  and  hundreds  of  other  U.S.  and  international 
CEOs  know  about  Puerto  Rico  that  you  don't,  yet,  mail  in  the  coupon  or 
call  Maria  Lopez  in  New  York  at  212-245-1200,  Ext.  230.  No  obligation, 
of  course. 


NAMF 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATF 

7IP 

TELEPHONF  1  | 

PRODUCT  or  SERVICF 

□  Current  expansion  project  Q  Future  expansion  planning 
Mail  tor      COMMONWEALTH  OF  PUERTO  RICO 

Economic  Development  Administration 

1 290  Avenue  of  the  Americas 

New  York,  N  Y.  10104-0092 


FOB-0427 

Or  coll  Maria  Lopez,  212-245-1200,  Ext.  230 


I  


PUERTO  RICO 

The  climate  is  right. 
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An  influential  instrumentality  in  Island 
financial  affairs,  GDB's  primary  functions 
arc  to  serve  as  the  fiscal  agent,  investment 
banker,  financial  advisor  and  direct  lender 
to  the  Commonwealth  Government,  mu- 
nicipalities and  public  agencies.  It  also 
provides  developmental  financing  to  the 
private  sector. 

GDB  has  taken  on  new  national  and 
international  responsibilities  as  a  result  of 
recent  amendments  to  Section  936  of  the 
I  IS  Internal  Revenue  Code  and  to  GDB's 
charter,  according  to  President  Jose  R. 
Gonzalez. 

GDB  and  private  lending  institutions 
received  authorization  to  provide  936 
financing  for  the  non-Puerto  Rican  phases 
of  complementary  projects  linking  Puerto 
Rico  and  qualified  Caribbean  Basin  Initia- 
tive (CBI)  countries  "as  of  January  1, 
1987,"  Gonzalez  observes.  "That's  when 
the  936  amendments  under  the  U.S.  Tax 
Reform  Act  entered  into  effect." 

The  936  amendments  require  authori- 
zation from  GDB  for  all  lending  activities 
outside  Puerto  Rico  using  936  funds  in 
CBI  projects,  pursuant  to  regulations 
issued  by  the  Secretary  of  Treasury  in 
Puerto  Rico.  Currently,  it  is  estimated  that 
the  Island's  banking  sector  holds  approxi- 
mately $8  billion  in  936  funds. 

When  assuming  direct  lending  activities 
in  this  area,  GDB  will  continue  its  tradi- 
tional banking  practices  of  requiring 
financially  well-structured  projects. 

However,  GDB  is  generally  more  flexi- 
ble in  its  lending  policies  than  private 
financial  institutions  due  to  its  role  as  a 
public  development  bank. 

GDB's  Charter  was  recently  amended 
by  the  Puerto  Rico  Legislature  to  permit 
use  of  up  to  18%  of  its  total  capital  for 
eligible  CBI  production-sharing  projects, 
popularly  known  as  "twin  plants."  Cur- 
rently, this  percentage  represents  about 
$68  million. 

The  936  amendments  under  the  LI  S.  Tax 
Reform  Act  allows  financing  with  936 
funds  only  for  projects  located  in  CBI 
beneficiary  countries  that  have  signed 
bilateral  Tax  Information  Exchange  Agree- 
ments (TIEA)  with  the  U.S.  Government. 
To  date,  Barbados  and  Jamaica  have  signed 
such  agreements  and  final  action  vis-a-vis 
Grenada  and  St.  Lucia  is  expected  shortly 
Other  CBI  countries  are  actively  consider- 
ing such  agreements. 

In  Puerto  Rico,  1986  was  a  record  year 
for  GDB  in  direct  private  sector  develop- 
ment lending,  with  $99.8  million  in 
loans  approved,  of  which  $42.2  million 
were  disbursed. 

Of  the  88  loans  approved  last  year,  50 
loans  totaling  $74.9  million  were  for 
the  manufacturing  sector;  seven  loans, 
totaling  $13. 1  million,  were  for  hotels 
and  guest  houses  and  31  loans,  $11.8 
million,  were  for  commercial 
ventures. 


Economy,  Retailing 
Pick  Up  Steam 

Favorable  developments  during  the  past 
12  months  have  converged  to  add  mo- 
mentum to  Puerto  Rico's  growth.  The 
Puerto  Rico  Planning  Board  announced 
that  there  had  been  a  "vigorous  economic 
recuperation"  in  1986.  Banco  Popular  de 
Puerto  Rico,  one  of  the  75  largest  com- 
mercial banks  in  the  LJnited  States,  re- 
ported that  "the  current  condition  of  the 
economy  could  be  described  as  a  small 
bonanza." 

This  mini-boom,  which  picked  up 
steam  in  the  fourth  quarter  of  1986,  re- 
sulted in  record  high  employment  on  the 
island.  Some  847,000  persons  were  ac- 


Computer/peripheral 
production  is  near  $  1  billion. 


tively  employed  in  January  1987,  or  7.4% 
more  than  recorded  in  January  1986. 
Creation  of  jobs  reached  a  record  in  1986 
under  Island  industrial  promotion  pro- 
grams. Llnemployment  today  is  at  17.5%, 
its  lowest  seasonally  adjusted  level  in  over 
a  decade,  and  efforts  to  reduce  it  remain 
the  No.  1  priority  of  the  Commonwealth 
Government. 

Real  economic  growth  in  Puerto  Rico  in 


calendar  1986  reached  4.4%,  pushin| 
Island's  GNP  over  $  16  billion .  This  v3 
well  above  the  U.S.  growth  rate  of  lA 
the  same  year.  Inflation  was  among  t 
world's  lowest,  dropping  to  a  negligi 
0.4%. 

Job  generation  in  fiscal  1986  reacH 
the  highest  rate  in  10  years  in  the  virj 
manufacturing  sector  (some  16,000  < 
mined  jobs)  and  the  July-February  h 
1987  figures  are  above  the  same  peri 
year  ago.  Tourism,  meanwhile,  contii 
its  recovery  with  visitors  spending  q 
$750  million  last  year. 

Increases  in  ongoing  construction 
activities  support  forecasts  that  the  P 
Rico  economy  will  continue  to  grow 
above-average  rates  throughout  the 
present  ( 1987)  fiscal  year. 

Public  construction  investments  aij 
scheduled  to  rise  from  $768  million 
in  fiscal  1986  to  $958  million  in  1987 
a  gain  of  some  25%.  Major  public  all< 
tions  for  fiscal  1987  include:  a  record 
million  by  the  Puerto  Rico  Telephone 
Company,  $171  million  bythePuertc 
Rico  Aqueducts  and  Sewer  Auth<  >rity 
$150  million  by  the  Department  of 
Transportation. 

All  these  activities  will  have  a  stron| 
impact  on  re-spending  cycles  within 
Island  economy.  Gross  retail  sales  are 
expected  to  close  out  the  fiscal  year  a 
ingjune  30,  1987  at  a  record  $7.9  bill] 
according  to  the  Island's  Commerce 
Department. 

Prospects  for  the  future  look  good| 
local  businessmen. 

"Pueblo  has  been  involved  in  Puer 
Rico  for  32  years.  We  are  current  lv  ex 
panding  new  merchandising  and  mai 
ing  concepts,  and,  in  the  next  five  yea| 
we  plan  to  invest  at  least  $70  million 
in  new  and  remodeled  stores,"  says  D 
Morrow,  president,  Pueblo  Internatio 
As  supermarket  leaders  and  an  impo 
part  of  Puerto  Rico's  economy,  we  int< 
to  continue  in  that  position." 

Pueblo  International  stock  is  trade* 
the  New  York  Stock  Exchange.  The  co 
pany  has  a  division  in  South  Florida, 
which  is  also  expanding.  contii 


TOTAL  PUERTO  RICO  EXPORTS  AND  IMPORTS 

(Millions  of  Dollars) 


Fiscal  Years  Endingjune  30 

1960 

1970 

1980 

1985 

198i 

Exports 

$  612 

$1,729 

$6,942 

$10,543 

$11,57: 

To  United  States 

594 

1,534 

5,874 

9,059 

10,101 

To  Foreign  Countries 

18 

195 

1,068 

1,484 

1,47: 

Imports 

917 

2,556 

8,638 

10,114 

10,13* 

From  United  States 

761 

1,964 

5,134 

5,946 

6,151 

From  Foreign  Countries 

156 

592 

3,504 

4,168 

3,98i 

Total  External  Trade 

$1,529 

$4,285 

$15,580 

$20,657 

$21, 70S 

Source:  Puerto  Rico  Planning  Board 

GIVE  A 
TRADITIONAL 

DRINK 
AWHOLE  NEW 


Nobody  blinks  when  soda 
pours  into  a  turn  bier  of  whiskey. 

It's  a  tradition.  Safe,  com- 
fortable (yawn),  the  same 
old  thing. 

Rum  and  soda,  ahhh.  Now 
there's  a  refreshing  idea.  Espe- 
cially if  it's  one  of  the  rums 
from  Puerto  Rico. 

They're  the  only  ones  that 
are  aged  by  law,  for  a  minimum 
of  one  year.  So  smoothness 
is  assured. 

A  gold  rum  from  Puerto 
Rico  not  only  feels  good  going 
down,  it  delights  any  tastebud 
it  happens  to  meet  on  the  way. 

Treat  a  world-class  rum  as 
you  would  any  world-class 
whiskey.  Try  it  with  soda.  Or 
on  the  rocks. 

You  won't  really  be  break- 
ing tradition.  Just  bending  it. 
THE  SPIRIT  YOU'VE 
BEEN  LOOKING  FOR. 


11 

IB 

OF 
PUERIO 
RICO 
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Modem  Communications 
And  Transportation 

Puerto  Rico's  annual  output  of 
some  $11.5  billion  in  diverse  high- 
technology  and  traditional  manufactured 
products  is  supported  by  one  of  the  most 
modern  transportation  and  communica- 
tions networks  in  the  world. 
Communications 

Puerto  Rico's  sophisticated  $1.5  billion 
communications  infrastructure  is  being 
rapidly  expanded  with  capital  injec- 
tions of  approximately  $1  billion 
through  the  year  1990. 

All  standard  business  voice  and  data 
telecommunications  are  offered  in  Puerto 
Rico  by  major  U.S.  carriers  and  Common- 
wealth agencies,  with  the  same  quality  and 
variety  as  the  US.  Mainland.  Super-high- 
speed data  transmission  to  and  from  the 
U.S.  is  also  available  up  to  a  rate  of  1.544 
megabits,  about  the  maximum  achievable 
with  current  technology. 

Computer-controlled,  digital-switching 
telephone  equipment,  computerized 
telex  operations,  satellite  earth  stations, 
direct  distance  dialing,  packet  data  switch- 
ing and  fiber  optics  are  some  of  the  fea- 
tures now  available  in  Puerto  Rico. 
Cellular  wireless  telephone  service  was 
introduced  in  the  greater  San  Juan  area  in 


1986  by  the  Government-owned  Puerto 
Rico  Telephone  Company  ( PRTC),  di- 
rected by  President  Pedro  Galarza. 

"Our  company  now  is  the  15th  largest 
among  the  more  than  1 ,400  telephone 
companies  in  the  nation,  including  such 
industry  giants  as  the  seven  Bell  operating 
companies,  GTE,  United  and  Central," 
Galarza  says. 

By  1 990  the  company  expects  to  have 
more  than  one  million  telephones  in 
operation. 

Island  communications  and  postal 
systems  are  fully  integrated  into  the  U.S. 
system,  insuring  customer  convenience 
and  low-cost  domestic  rates  for  communi- 
cations and  mail  to  and  from  the  U.S. 
Mainland. 

Public-line  telephone  calls  between 
Puerto  Rico  and  the  U.S.  Mainland  in- 


Power  lunch  at  Condado  Plaza. 


As  Puerto  Rico's  premier 
business-class  resort,  we  take 
lunch  very  seriously  at  the 
Condado  Plaza.  And  we  don't 
stop  with  lunch.  We  offer 
our  business  guests  a 
fully  equipped  Executive 
Service  Center,  the  exclusive 


Plaza  Club,  Executive 
Meeting  Facilities,  rooms 
furnished  with  mini-offices, 
and  a  complete  fitness  center. 

For  reservations,  contact 
your  travel  agent  or  call: 
1-800-468-8588. 


rONDAm  PT  AZA 

HOTEL  &  CASINO 
We  mix  business  with  pleasure. 

999  Ashford  Avenue,  San  Juan,  Puerto  Rico  00907  (809)  721-1000 

Operated  by  Williams  Hospitality  Corp..  a  subsidiary  of  Williams  Electronics,  Inc. 


creased  over  500%  in  11  years,  fromi 
eight  million  calls  in  1975  to  over  4G 
million  in  1986.  This  is  over  half  of  a 
such  calls  for  the  entire  Caribbean  r< 

All  major  long-distance  telephone 
services  in  the  U.S.— including  Ar&T 
ITT's  jointly  provided  WATS,  U.S.  Spr 
and  MCI— are  available  in  Puerto  Ric 
Transportation 

Munoz  Marin  International  Airpoi 
metropolitan  San  Juan  is  the  17th  bu 
air  cargo  terminal  in  the  world.  Bori 
quen  Airport  in  Aguadilla,  in  the  noi 
west  corner  of  the  Island,  has  an 
11,700-foot  runway  capable  of  handl 
multiple  types  of  cargo  carriers. 

Air  cargo  accounts  for  16%  of  the 
of  Puerto  Rico's  trade  ( $3  billion )  bu 
1%  of  the  tonnage.  Many  of  the  Islam 
high-tech  companies  use  this  system 
transport  their  high  value  products. 

Bulk  cargo  is  handled  by  modern 
facilities  and  some  39  shipping  linesi 

Conn 


1985  Top  10  Latin 
American  and 
Caribbean  Basin 
Export  Leaders 

(Millions  of  Dollars) 


Country 

Value    1985  Ra 

Brazil 

$25,639.0 

1 

Mexico 

21,866.4 

2 

Venezuela 

14,197.0 

3 

PUERTO  RICO 

10,543.0* 

4 

Argentina 

8,398.0 

5 

Colombia 

3,671.0 

6 

Chile 

3,646.5 

7 

Peru 

2,966.5 

8 

Ecuador 

2,8510 

9 

Trinidad  and  Tobago 

2,133.0 

10 

Source:  Inter-American  Development  Bank, 

Economic  and  Social  Progress  in  Latin 
America-1986  Report. 

'Fiscal  year  1984-85  data  used. 


1985  Top  10  Latin 
American  and 
Caribbean  Basin 
Import  Leaders 

( Millions  of  Dollars) 


Country 

Value    1985  Rai 

Mexico 

$13,460.4 

1 

Brazil 

13,1890 

2 

PUERTO  RICO 

10,114.0' 

3 

Venezuela 

6,593.0 

4 

Colombia 

4,027.0 

5 

Argentina 

3,766.0 

6 

Chile 

2,934.2 

7  j 

Panama 

2,602.7 

8 

Peru 

1,869  1 

9 

Ecuador 

1,723.0 

10 

Source:  Inter-American  Development  Bank, 

Economic  and  Social  Progress  in  Latin 
America— 1986  Report 

'Fiscal  year  1984-85  data  used. 
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[HE  ROOTS" 
UERTOR1CO 


As  the  Puerto  Rico  of  the  Santeros  evolves  into  the  new 
lerto  Rico,  the  deep  values  and  traditions  of  it's  people  continue 

guide  their  vitality  in  creating  a  future  of 
ogress  and  excellence.  ^ 

the  leading  securities 
m  in  Puerto  Rico,  we 
ve  generated  a  significant 
rt  of  the  financial 
sources  which  have  helped 
lild  the  new  Puerto  Rico, 
e  are  proud  of  our  active  role 
d  thank  the  people  of 
lerto  Rico  for  allowing  us  to 
are  in  their  achievements. 


aineVlfebber 


eet  Level 

nco  de  Ponce  Building 
to  Rev,  Puerto  Rico 
09)  7544100 
cth  Floor 

lase  Manhattan  Bank  Building 
to  Rev,  Puerto  Rico 
09)  754-2030 

85  Avenue  of  the  Americas 
ineWebber  Building 
w  York,  New  York 
12)  713-2000 


rly  XEX  century  icon  representing  St.  Michael 
hangel.  Crafted  by  an  anonymous  Santero  of  the 
nicipality  of  Yauco,  from  the  Santos  collection 
he  Folk  Art  and  Traditions  Museum  of  Puerto  R  ico. 


The  Island  handles  $21  billion 
in  exports/imports  annually. 
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Juan  harbor  is  among  the  10  busiest  con- 
tainer ports  in  the  world. 

The  government-owned  shipping  line, 
"Navieras  de  Puerto  Rico,"  operates  one  of 
the  largest  containership  fleets  in  the  U.S. 
domestic  trade. 

Over  $44  million  has  been  invested  in 
"land  Meet"  equipment  by  Navieras,  with 
delivery  of  new  container  vans,  tractors 
and  other  rolling  stock  to  be  completed 
this  year  at  the  carriers  Puerto  Nuevo 
marshaling  yards,  according  to  Executive 
Director  Esteban  Davila. 

"Navieras  assures  the  Island,  its  people, 
industry  and  commerce  of  quality  trans- 
portation service  at  reasonable  cost," 
Davila  notes. 

Two  private  carriers— Trailer  Marine 
Transport,  operating  a  fleet  of  super 
barges,  and  Sea-Land  Service— also  have 
their  Caribbean  hubs  in  San  Juan.  All 
three  major  carriers  have  been  expanding 
their  "feeder"  services  to  other  Caribbean 
countries. 

Puerto  Rico  has  an  8,568-mile  network 
of  highways  including  the  cross-Island 
superhighway,  "Las  Americas"  Expressway. 
No  plant  in  Puerto  Rico  is  more  than  two 
hours  away  from  an  airport  or  seaport. 

General  cargo  trucking  firms,  with 
9,317  vehicles,  provide  door-to-door 
service  in  Puerto  Rico. 


Caribbean  Outreach 
At  Take-Off  Stage 

Two  years  ago,  Puerto  Rico  endorsed 
the  Caribbean  Basin  Initiative  program  of 
the  United  States,  pledging  involvement 
by  the  Commonwealth  in  the  develop- 
ment of  the  region. 

As  one  of  his  first  acts  upon  assuming 
office  injanuary  1985,  Governor  Rafael 
Hernandez-Colon  announced  his  inten- 
tion to  develop  a  mechanism  by  which 
part  of  the  eight  billion  dollars  retained  in 
Puerto  Rico's  banks  by  so-called  "936 
corporations"  could  be  used  to  finance 
complementary  projects  between  Puerto 
Rico  and  neighboring  beneficiary  CB1 
countries. 


PUERTO  RICA 

This  pronouncement  has  been  folll 
by  action,  both  by  the  Commonwealt! 
by  the  U.S.  government,  permitting  ta 
exempted  reinvestment  of  936  funds 
financing  of  qualifying  Puerto  Rico- 
Caribbean  projects.  (936  funds  are  th| 
Island  earnings  of  I  IS.  subsidiaries  op 
ing  under  federal  tax  exemption  proJ 
sions  of  Section  936  of  the  U.S.  Intern 
Revenue  Code  and  similar  provisi<  m> 
Puerto  Rico's  tax  laws.) 

With  936  funds,  the  lowest-cost  doll 
financing  in  the  world  is  now  at  the  d| 
posal  of  companies  willing  and  able  ti 
take  advantage  of  these  funds.  As  de- 
scribed below,  the  more  enterprising 
companies  have  already  begun  to  do 

By  splitting  the  production  process 
between  a  Caribbean  Basin  location, 
which  offers  abundant  low-cost  labor| 
(and  in  some  cases  special  natural  re-' 
sources),  and  Puerto  Rico,  which  offe 
high  technology,  skilled  labor  and  ma 
advanced  infrastructure,  the  competit 
export  powers  can  be  countered. 

A  pivotal  element  of  this  strategy  in 
volves  Puerto  Rico's  unique,  simultani 
position  as  a  special  U.S.  tax  jurisdictn 
providing  federal  corporate  tax  credij 
Mainland  companies,  as  a  part  of  the 
United  States  common  market,  and  as 

Com 


COMPETITION  MAY  LOOK  GOOD. 
ONLY  ON  PAPER. 


Only  Navieras  has  the  fastest  vessels  and 
the  most  frequent  sailings  in  the  business. 

Only  Navieras  de  Puerto  Rico  gives  you: 

•  Superior  services  to  and  from  Puerto 
Rico  and  the  Caribbean  with 
connecting  carriers  to  the  rest  of 
the  world. 

•  The  only  fleet  offering  LO/LO  and 
RO/RO  vessels  serving  more  U.S.  and 
Caribbean  ports  than  any  other  line 
from  Puerto  Rico. 

•  $42.5  million  invested  in  1986  to  offer 
our  customers  the  largest  and  best 
choice  of  new  rolling  stock . 

•  The  fastest  port-to-port  and  intermodal 
transit-times  available. 

Quality  services,  unmatched  total  transit- 
times  and  competitive  rates  make 
Navieras  de  Puerto  Rico  your  best  choice 
ever! 

For  information  call:  U.S.  (201)  225-2121 
P.R.  (809)  793-3000 

MkV/EMS 

M  JmMBKDS PUERTO  RiCOBEs 
Best  Choice 


INDULGE 
YOURSELF 


After  conquering  the  world  all  year, 
you've  earned  the  tropical  paradise 
that  marries  European  amPiance  with 
Caribbean  casualness.  Welcome  to 
the  American  Riviera  nestled  on  the 
secluded  east  coast  of  Puerto  Rico, 
where  you  can  vacation  and  live 
blissfully  ever  after. 

Romantic  architecture.  Waterside 
wonders.  Smashing  tennis.  Gratifying 
golf.  Secret  coves.  Hidden  riding  trails. 
Lazy  days  of  sun,  sea  and  sail.  Mem- 
orable nights  of  music,  moonlight  and 
entertainment.  All  yours  to  enjoy. 

Discovering  Palmas  is  easy;  book 
a  stay  at  the  comfortable  Candelero 
Hotel.  When  first  love  becomes  an  ob- 
session, join  our  private  club  or  make 
Palmas  your  permanent  hideaway. 

For  more  details  about  this  world- 
class  resort,  call  1-800-221-4874,  in  New 
York  (212)  935-3200.  Do  it  now.  You've 
waited  too  long  to  indulge  yourself. 


MP  m 


P.O.  Box  2020,  Humacao,  Puerto  Rico  00661  (809]  852-6000 
Palmas  del  Mar  New  York  Office:  350  Park  Avenue,  New  York,  NY  10022  (212)  935-3200 
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CBI  beneficiary  area.  Puerto  Rico  is  at- 
tempting to  use  these  assets  to  become  a 
major  regional  economic  growth  pole  in 
the  Caribbean  Basin. 

Puerto  Rico  today  is  aggressively  pro 
moting  production-sharing  operations 
with  its  Caribbean  neighbors.  To  date,  its 
Caribbean  Economic  Development  Pro- 
gram office  has  helped  promote  18  new 
complementary  projects,  which  involve 
over  $25  million  in  investments. 

As  one  Puerto  Rican  official  says:  "Not 
only  are  we  helping  our  neighbors  by 
doing  this,  we  are  also  helping  ourselves. 
We  are  attracting  industries  which  once 
would  not  come  to  Puerto  Rico,  and  in- 
dustries which  once  left  Puerto  Rico  now 
come  back.  Not  only  does  Puerto  Rico 
become  more  attractive  as  a  location  site, 
the  entire  Caribbean  Basin  does." 

Kenneth  J.  Wilson,  general  manager  of 
Westinghouse  offshore  manufacturing 
operations,  reports  his  company's  experi- 
ence with  shared  production  involving 
both  Puerto  Rican  and  Dominican  Repub- 
lic facilities: 

"Blended  hourly  rates  resulting  from 
this  combination  could  be  as  low  as  15% 
of  our  current  stateside  rates.  The  new 
twin  plant  combines  low-cost  competitive 
labor  with  936  tax  incentives,  without 
sacrificing  quality  and  producing  a  maxi- 
mum return  to  shareholders." 

These  are  the  three  main  advantages  of 
the  new  twin  plant,  according  to  Wilson: 

"In  the  first  place  it  improves  the  com- 
petitiveness of  current  936  products. 

"Secondly,  the  new  twin  plant  concept 
encourages  a  new  generation  of  936  prod- 
uct candidates.  Westinghouse  has  brought 
down  very  few  new  products  in  recent 
years;  but  the  new  twin-plant  idea  has 
improved  that  situation  and  we  have  al- 
ready identified  several  new  936 
products. 

"The  third  advantage  of  this  concept  is 
that  it  contributes  significantly  to  Carib- 
bean Basin  Initiative  goals,'  he  notes. 

A  $5  million  loan  was  made  by 


Chase  Manhattan  Bank  to  Westinghouse 
for  its  new  facilities  in  the  Dominican 
Republic.  These  new  operations  will 
strengthen  Westinghouse's  competitive 
position  in  Puerto  Rico,  according  to 
Wilson. 

"Chase  has  committed  another  $20 
million  to  similar  projects  for  other 
companies  in  the  CBI  region.  The  partici- 
pation of  most  of  the  financial  institutions 
in  Puerto  Rico  represents  a  significant 
expansion  of  the  potential  financial  re- 
sources available  for  complementary 
production  in  the  region,"  Wilson 
observes. 

Another  example  of  an  established  twin 
plant  is  St.  Crispin  Shoe  Corp.  located  in 
Puerto  Rico's  southern  city  of  Ponce.  St. 
Crispin  was  wholly  located  in  Puerto  Rico, 
producing  a  wide  variety  of  shoes  from 
American  leather.  They  obviously  wanted 
to  minimize  production  costs. 

By  establishing  an  assembly  operation 
in  the  Dominican  Republic,  they  are  able 
to  send  leather  pieces  cut  in  Puerto  Rico 
to  be  sewn  into  shoe-uppers  in  Santo 
Domingo,  and  do  the  finishing  and  pack- 
aging in  Puerto  Rico. 

Johnson  and  Johnson  established  a  twin 
plant  in  St.  George's,  Grenada  early  this 
year,  one  of  the  first  projects  to  come 
through  Puerto  Rico's  program.  Right  now 
J&J  brings  in  synthetic  fabric  processed  in 
the  United  States,  cuts  it  in  Puerto  Rico, 
sews  the  pieces  in  St.  George's,  and  ships 
out  finished  surgical  caps. 

R&D  Taking  Root 

Last  year,  American  Cyanamid  Corpora- 
tion's pharmaceutical  division,  Lederle 
Laboratories  of  Wayne,  New  Jersey,  estab- 
lished a  $450,000  development  laboratory 
on  the  Island.  Lederle  currently  has  plants 
in  Puerto  Rico  manufacturing  injectables 
such  as  Piperacillin,  an  antibiotic,  and 
Methotrexate,  a  drug  used  to  treat  cancer 
and  arthritis. 

To  date  the  lab  has  developed  a  new 


Puerto  mem 

generic  antibiotic,  Vancomycin,  whiq 
in  production  in  Puerto  Rico.  The  lat 
also  completed  R&D  for  three  other 
ucts,  expected  to  receive  FDA-appro\ 
within  two  months. 

Stewart  A.  Rose,  president  and  gen 
manager  of  Lederle  Parenterals  and 
Lederle  Piperacillin  in  Puerto  Rio  i,  s 
that  "the  lab  has  been  so  successful  I 
that  we  are  looking  for  ways  to  expai 
operations." 

Flow  Cytometry  Standards  Corp.,  a 
North  Carolina  Research  Triangle  Par 
company,  has  established  Caribbean 
Microparticle  Corp.  as  a  936  tax-exen 
subsidiary  in  Puerto  Rico.  Both  parei 
subsidiary  perform  basic  research,  pi 
uct  development,  manufacturing  and 
marketing  of  microbeads,  used  as  alij 
ment  and  calibration  standards  for  fl< 
cytometers  and  fluorescent  mien  >st  < 

Recently,  Puerto  Rico  obtained  funi 
from  the  National  Science  Foundatioi 
order  to  create  a  program  to  develop 
Island  science  and  engineering. 

Working  with  Island  universities  ar 
industries,  the  Economic  Developme! 


Puerto  Rico  supplies  one- 
third  of  U.S.  tuna  products. 

Administration  of  Puerto  Rico  is  givini 
high  priority  to  laying  the  foundation? 
increased  local  research  and  developi 
to  support  a  dynamic  manufacturing 

sector. 

There  is  now  heightened  awarenesi 
among  entrepreneurs  and  governmer 
leaders  of  the  desirability  of  creating 
technological  intangibles  ( e.g.  new  im 
tions)  within  Puerto  Rico. 

Puerto  Rico-sourced  intangibles  ha 
unique  tax  advantage.  Their  net  earnii 
are  in  effect  free  of  federal  taxes  both 
before  and  after  repatriation  to  the  U 
mainland.  In  addition,  under  the  Islar 
new  Industrial  Incentives  Act,  income 
from  intangibles  can  enjoy  90%  exem! 
tion  from  income  taxes  for  periods  rai 
ing  from  10  to  25  years. 


CAGUAS  CENTRAL 

Federal  Savings  Bank 


£  4  In  the  biggest  banking  acquisition  in  Puerto  Rican  history,  Caguas 
Central  Federal  Savings  Bank  announced  Tuesday  it  intends  to  purchase  the 
Bayamon  Federal  Savings  and  Loan  Association,  which  would  make  Caguas 
Central  the  second  largest  Puerto  Rican  banking  institution.    .    .  . 

Last  September,  Caguas  Federal  Savings  Bank  and  Central  Federal  Sav- 
ings Bank  merged,  creating  Caguas  Central  Federal  Savings  Bank,  with 
total  resources  of  $1.5  billion  and  deposits  of  almost  $1  billion.  The  merger 
made  Caguas  Central  Federal  first  among  10  federally  chartered  thrift 
institutions  in  Puerto  Rico. 

With  the  acquisition  of  Bayamon  Federal,  Caguas  Central  assets  will 
increase  from  $1.6  billion  to  $2.7  billion,  ranking  Caguas  Central  second  to 
Banco  Popular  de  Puerto  Rico  among  island  banking  institutions.  ^  y 

(The  San  Juan  Star,  February  11,  1987) 

4  4  Our  strategic  purpose  never  has  been  growth  for  growth's  sake  — 
nor  will  it  be  in  the  future.  We  always  have  insisted  on  planned,  highly 
capitalized  growth...  Our  managerial  priorities  can  be  put  in  three  words: 
control,  profitability,  and  growth  —  in  that  order. 

Lorenzo  Munoz  Franco,  President 
Caguas  Central  Federal  Savings  Bank 


(The  San  Juan  Star,  June  23,  1985) 
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Machinery  and  equipment  carry  top  corporate  brand  names. 


Service  Industry  Benefits 

Puerto  Rico's  Service  Industry  Program 
came  of  age  on  January  24,  1987  when 
Governor  Rafael  Hernandez-Colon  signed 
Puerto  Rico's  new  Industrial  Incentives 
Act.  The  law  provides  qualifying  service 
operations  for  the  first  time  with  full  90% 
tax  exemption  benefits,  previously  appli- 
cable only  to  manufacturing.  This  allows 
services  to  pay  taxes  on  only  10%  of  their 
income,  a  substantial  improvement  from 


the  25%  subject  to  tax  under  the  old  law. 

Service  operations  receive  further 
benefits  under  the  new  law  because  it 
extends  the  90%  exemption  from  local 
corporate  income  taxes  for  the  full  length 
of  the  tax  exemption  grant. 

Yet  another  important  benefit  to  the 
service  industry  is  the  law's  expanded 
definition  of  activities  which  qualify  for 
tax  exemption  and  other  assistance.  Previ- 
ously, the  service  firm  had  to  export  its 


own  services,  greatly  restricting  tax  e 
emption  eligibility.  It  is  now  possible 
service  firm,  rendering  services  to  a! 
ond  company  that  does  the  exporting 
qualify  for  exemption. 

Even  under  the  old  incentives,  attr; 
tion  of  export-oriented  service  indus 
has  been  impressive.  To  date,  over  1( 
U.S.,  Puerto  Rican  and  international  I 
have  petitioned  to  establish  service  i 
tions  on  the  Island.  Investments  of  o\| 
$46  million  and  over  2,200  jobs  have 
been  committed. 

Fiscal  1986  produced  41  new  servi 
industry  projects  in  Puerto  Rico,  reprj 
senting  commitments  for  over  780  jo 
$11.9  million  in  new  payroll,  and 
cumulative  investments  of  $7.7  millia 
in  new  plants  and  equipment.  This 
was  a  gain  of  almost  one-third  over  tfj 
preceding  year.  In  the  first  half  of  rise 
1987,  50%  more  projects  were  promc 
than  during  the  fiscal  1986  period. 

The  caliber  of  promoted  projects  i; 
worth  noting:  both  Citibank  and  Pfizfl 
International  Bank  operate  internatic 
banking  projects;  General  Electric,  a 
distribution  and  heavy  machinery  rej 
operation;  L'Oreal,  Estee  Lauder,  Isuz] 
Avon,  and  Electro-Biology  all  utilize 
Puerto  Rico  as  a  major  distribution  ba 

Con 


Pueblo 


providing  jobs,  providing  low  price 
Quality  foods  to  The  people  of  Puerto  Rico 

for  32  years. 


We're  the  largest  supermarket 
chain  in  Puerto  Rico. 

We  opened  our  first  store  over 
three  decades  ago.  Today  there  are 
thirty-four  Pueblo  and  Xtra 
supermarkets  being  run  by  over 
four  thousand  talented  Puerto 


Ricans.  And  we  keep  growing. 

The  Shining  Star  of  the  Caribbean 
has  a  bright  future.  Come  share  it. 

Pueblo  and  Puerto  Rico  are 
growing  together! 


■P 


Pueblo  International,  Inc. 

Listed  on  the  New  York  Stock  Exchange 

Loiza  Expressway 

corner  of  Campo  Rico  Avenue 

Carolina,  Puerto  Rico  00630 


80VERNMENT  DEVELOPMENT 
SANK  FOR  PUERTO  RICO: 
A  UNIQUE 
BANKING 
INSTITUTION 


Government  Development  Bank  for 
Puerto  Rico  (GDB)  is  the  fiscal  agent  and 
:entral  bank  for  the  Commonwealth  of 
Puerto  Rico,  its  agencies,  political 
subdivisions  and  public  corporations, 
during  fiscal  1 986,  GDB  structured  more 
han  $2.3  billion  in  financing  for  the 
Commonwealth  of  Puerto  Rico  and  other 
jovernment  issuers  of  bonds. 

GDB  also  plays  an  important  role  in 
private  sector  financing.  During  fiscal 
1986,  GDB  approved  direct  private  sector 
oans  of  approximately  $100  million,  a 
new  record,  and  through  its  industrial 
development  bond  issuing  affiliate, 
\FICA,  arranged  approximately 
H06.9  million  in  additional  private 
sector  financing. 

Government  Development  Bank  for 
Puerto  Rico.  It's  more  than  a  bank.  It's  the 
financial  arm  of  the  Commonwealth  of 
Puerto  Rico. 


YE  RN  ME  NT  DEVELOPMENT  BANK 
FOR  PUERTO  RICO 

For  further  information,  contact  us  at: 
3.0  Box  42001,  Mmillas  Station,  San  Juan,  P  R  00940 
Tel  (809)  722-2525  /  Telex  3857265 
Telecopier  (809)  726-1440  or 
)  Broadway,  New  York,  N  y  10005,  Tel  (212)  422-6420 
Telecopier  (212)  422-6434 


$500,000,000 
Commonwealth  of  Puerto  Rico 

* 35 1 . 355,000  Public  Improvement  Refunding  Bond;.  Series  l')85 
$148,645,000  Public  Improvement  Bonds  of  1985 
(General  Obligation  Bonds) 
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$160,000,000 
Commonwealth  of  Puerto  Rico 

Public  Improvement  Bonds  of  1986 
(General  Obligation  Bonds) 


$300,000,000 
Puerto  Rico  Aqueduct  and  Sewer  Authority 
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$275,000,000 
Puerto  Rico  Electric  Power  Authority 

 Power  Revenue  Bonds.  Series  J 
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$163,820,000 

Puerto  Rico  Public  Buildings  Authority 


$23,270,000  Revenue  R 
$140,550,000  Public  Edi 
Refunding  B 

Guaranteed  by  the  Coi 
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OFFICIAL  STATEMENT 


$267,000,000 

Government  Development  Bank  for  Puerto  Rico 


H'Hril  HICO  TAX 


$74,000,000 

PUERTO  RICO  INDUSTRIAL,  MEDICAL.  HIGHER  EDUCATION 
AND  ENVIRONMENTAL  POLLUTION  CONTROL  FACILITIES 
FINANCING  AUTHORITY 
INDUSTRIAL  REVENUE  BONDS,  1986  SERIES  A 
ilWadn  twt  MM  '''—I""  Project) 
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J220.0O0.0O0 
Puerto  Rico  Housing  Finance  Corporation 
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$200,000,000 

PUERTO  RICO  HOUSING  BANK  AND  FINANCE  AGENCY 

Hofnrowrarrshlp  Dtvetoproeoi  Program 
 Mnal*  tamll.  yi.irtgay  Rttenue  Bonds  fourth  PartfoUo 


$85,000,000 

Puerto  Rico  Public  Buildings  Authority 

Public  Education  and  Health  Facilities  Bonds.  Series  F 
Guaranteed  by  the  Commonwealth  of  Puerto  Rko 
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Tropical  flowers  burst  with  color  in  Puerto  Rico. 


and  Colgate-Palmolive,  Bausch  &  Lomb, 
McDonnell  Douglas  (McAuto),  Clorox, 
Upjohn  and  Ponds,  who  are  taking  advan- 
tage of  trained  service  personnel,  facilities 
and  the  infrastructure  that  Puerto  Rico 
offers. 

Tourism  Shows 
Upward  Trend 

Tourism  activities  are  on  an  upswing  in 
Puerto  Rico.  This  trend  was  supported  in 
1986  by  new  legislated  incentives  and 
very  heavy  investments  in  hotels  as  well  as 
in  port  and  airport  facilities.  These  in- 
clude two  new  major  Caribbean  air  hubs, 
established  by  American  and  Eastern 
Airlines  at  combined  investments  totaling 
over  f0  million. 

Meanwhile,  non-resident  hotel  registra- 
tions increased  22.3%  in  the  July  to  De- 
cember period  of  1986,  and  the  number 
of  total  visitors  to  the  Island  is  expected  to 
increase  8%  by  the  end  of  the  fiscal  year, 
June  30th.  In  part,  this  reflects  aggressive 
promotional  efforts  in  the  U.S.  Mainland 
by  The  Tourism  Company  of  Puerto  Rico. 

"We're  having  a  banner  year,"  says 
Arnold  Benus,  President  of  the  Puerto 
Rico  Hotel  and  Tourism  Association. 
"We  have  the  most  visitors  of  any  of  the 
last  ten  years.  We've  had  an  increase  in 
hotel  rooms  and  an  increase  in  room 
occupancy. 

"In  the  last  18  to  24  months,  private 
enterprise  has  invested  $250  million  in 
our  tourism  infrastructure.  In  the  next  24 
months,  we  should  see  another  $250 
million  invested,"  Benus  points  out, 
adding:  "Now  more  than  ever,  the  time  is 
right  to  invest  in  the  tourism  industry  of 
Puerto  Rico." 

Benus  and  Jose  Morales,  association 
executive  director,  are  delighted  with  the 
change  in  the  tourism  picture: 

"Years  ago,  the  hoteliers  were  pleading 
for  more  passengers  from  the  airlines. 
Mow  it  is  the  other  wav  around— the  air- 


lines are  pleading  for  more  rooms  to 
accommodate  their  passengers." 

Heavy  private  and  public  investment  in 
tourism  hotels  and  related  tourist  facilities 
continued  for  the  third  successive  year, 
with  additional  expansions  anticipated  in 
the  immediate  future.  Some  $500  million 
has  been  committed  for  purchases, 
reopenings,  refurbishing,  new  construc- 
tion and  expansions  of  hotels  alone. 

Private  expenditures  include  an  esti- 
mated $200  million  for  remodeling 
and  relurbishing  the  exclusive  north  coast 


Convention  Center  can  cater 
to  4,000  people. 

Dorado  Beach  and  Cerromar  Beach 
Hotels,  purchased  by  the  Hyatt  Hotel 
Corporation. 

El  San  Juan  Hotel  in  Isla  Verde  has  been 
restored  and  modernized  at  a  cost  of  $50 
million  by  the  Williams  Hospitality 
Corporation. 

Williams  Hospitality,  also  owner  of  the 
Condado  Plaza  Hotels,  is  utilizing  its 
Puerto  Rican  profit-base  to  advance  Car- 
ibbean tourism  investment  plans.  In 
early  March  1987,  the  company  an- 
nounced plans  to  expand  operations  to 
another  (as  yet  undisclosed )  island  in  the 
Caribbean.  The  company  already  has  a  5% 
interest  in  Divi  Hotels,  operator  of  over 
2,000  rooms  on  five  Caribbean  islands. 

Palmas  del  Mar,  a  2,700-acre  resort  and 
residential  complex  on  the  Caribbean 


Coast,  is  being  expanded  at  a  cost  o| 
million. 

"We  at  Palmas  del  Mar  are  expend 
an  incredible  surge  in  real  estate  iml 
ment  and  sales  Our  retail  real  estaq 
in  the  past  90  days  exceed  $16  millM 
and  there  is  a  backlog  of  demand,  ej 
cially  for  ocean-front  condominium) 
would  anticipate  retail  sales  in  excel 
$50  million  in  1987,"  says  Ered  Munr 
vice  president  of  sales  and  marketini 

Other  private  projects  include: 

Rio  Mar,  a  north  coast  resort  beinj 
developed  along  the  lines  of  Palmas 
Mar,  is  planning  a  $50-million,  300- 
room  golf  resort  involving  Hilton  i  [< 
operator  of  the  flagship  Caribe  Hiltu 
Old  San  Juan  and  the  Mayaguez  Hike 
the  west  coast. 

The  Palace  Hotel,  purchased  last  y« 


Cruise  ship  business  is  booraii 
in  Puerto  Rico. 

the  Pratt  Hotel  Corporation  at  a  pricj 
$12  million,  is  scheduled  to  reopen| 
September  in  the  Isla  Verde  sector  I 
metropolitan  San  Juan. 

Altogether,  the  private  sector  plan 
build  or  restore  10  new  hotels  in  Put) 
Rico  in  1987  and  1988. 

Miguel  Domenech,  the  director  ai 
Puerto  Rico  Tourism  Company,  stated 

"We  expect  that  the  new  and  resto 
facilities  will  result  in  the  addition  ol 
2,000  units  to  our  inventory  of  hotel 
rooms. 

"Besides  increasing  our  appeal  to 
vidua!  vacationers,  expansion  of  avai 
rooms  will  also  enhance  our  potenti 
meetings  and  convention  business,  a 
industry  segment  in  which  we  expet 
.  growth  this  year.  Approximately  880 
rooms  in  the  Isla  Verde  area,  for  exai 
will  give  marketing  clout  to  the  excel 
convention  facilities  of  El  San  Juan  H 
he  notes. 

In  1987,  some  300,000  additional  J 
sengers  are  expected  to  utilize  the  n 
American  and  Eastern  hubs,  located 
Munoz  Marin  International  Airport  ii 
metropolitan  San  Juan. 

Designed  by  November  and  Lawrence  Inc. 
Cover  photo  by  Doug  Fornuff 
Photo  of  Governor  by  La  Fortaleza  Photo 
All  other  photos  by  Marvin  W.  Schwartz. 


Puerto  Rico 
s  not  an  island. 


one  can  afford  to  be  an  island  in 
ay's  international  world  of  finance 

Thanks  in  part  to  First  Boston, 
erto  Rico  hasn't  been  an  island  for 
ny  years. 

Our  commitment 
ches  back  to  1947J  when 
managed  a  $50  million 
iring  for  the  Puerto 
:an  Water  Resources 
thority. 

Since  then,  we've  helped 
se  over  $9  billion  for  the 
finesses  and  government  of 
erto  Rico.  Last  year  alone 
managed  $1.27  billion  in 
ancings. 

Together  with  our  Ix>ndon-based 
liate,  Credit  Suisse  First  Boston, 
provide  Puerto  Rico  with  wide 
•ess  to  global  markets. 

We  actively  make  markets  in 
erto  Rican  securities  and  our  capital  of 
;r  $1.3  billion  allows  us  to  take  major 
iitions  in  such  securities.  Our  subsidiary, 


First  Boston  (Puerto  Rico),  Inc., 

is  ranked  among  the  top  market  makers 

on  the  island  today. 

Our  combination 
of  local  know-how  and 
international  expertise 
has  earned  us  positions  of 
trust  as  bankers  for  the 
Commonwealth  and  the 
Government  Develop- 
ment Bank  for  Puerto 
Rico,  and  as  Financial 
Advisors  to  the  City  of 
San  Juan. 

To  put  our  skills 
to  work  for  you,  call 
Kenneth  McGrath 
or  Hector  Mayol,  Jr. 
at  (809)  766-4200. 

When  it  comes  to  finance,  Puerto 
Rico  is  no  island.  We've  helped  join  it 
firmly  to  the  rest  of  the  world. 

First  Boston 

First  Huston  (Puerto  Rico),  Inc. 
Hanco  Popular  Center,  San  Juan,  Puerto  Rico  00918 


Forty  years  ago, 
First  Boston  first  assisted  Puerto  Rico 
with  this  history-making  issue. 


Chi  Chi  Rodriguez:  "There  are  14  challenging  reasons  why 
Puerto  Rico  is  called  Scotland-in-the-SunV 


Puerto  Rico  has  more  golf  courses  than 
any  other  island  in  the  Caribbean— 14 
in  all.  And  four  of  them  are  Robert 
Trent  Jones  classics. 

But  one  of  the  unexpected  joys  of  a 
golf  vacation  in  Puerto  Rico  is  leaving 
the  links  for  a  few  days  and  exploring 
this  beautiful  100- mile-long  island. 

You'll  find  tropical  forests,  historic 
400-year-old  towns,  shops,  festivals, 
beaches,  gambling,  endless  night  life, 
and,  in  the  opinion  of  many,  the  best 
restaurants  in  the  Caribbean. 

You'll  also  discover  a  wonderful 
spirit  about  the  people  you'll  meet  that 
sets  Puerto  Rico  apart.  A  spirit  that  has 
made  this  island  a  model  for  peace  and 
progress  in  the  Caribbean. 

For  a  free  color  brochure,  write:  Puerto 
Rico  Tourism,  1290  Ave.  of  the  Ameri- 
cas, Box  9,  NY,  NY  10104.  Or  call  a 
Puerto  Rico  Travel  Expert  at  (800)  223- 
6530.  In  NY,  (212)  541-6630. 


PUERTO  RICO/The  Shining  Star  of  the  Caribbean 


ffartm  Sosnoff  i)i  bis  Manhattan  office 

The  painting,  Perseus  and  Andromeda,  is  by  Tim  Woodman. 


Careers 


Jartin  Sosnoff,  the  chap  who  is  after  Cae- 
irs  World,  sneers  at  Wall  Street  and  the 
usiness  press.  Whatever  the  rest  of  the 
}orld  may  think  of  Marty,  he  admires  him- 
ylf profoundly. 

My  wife, 
the  Comtesse 


By  Dyan  Machan 


nvcstment  manager  Martin  Sos- 
noff, 55,  surprised  the  gambling 
I  industry,  most  of  his  investors 
d  a  lot  of  big  players  on  Wall  Street 
len  he  announced,  on  Mar.  9,  a  $28- 
hare  bid  for  Caesars  World, 
rhcre  are  some  on  The  Street  who 
nk  Sosnoff  couldn't  have  cared  less 
it  his  first  bid  was  rejected.  They 
nk  he  is  more  interested  in  getting 


attention — and  a  quick  profit — than 
in  actually  buying  the  casino. 

Sosnoff,  however,  swears  he  is  for 
real.  Though  once  interested  in  Cae- 
sars only  as  an  investment,  he  says,  he 
got  angry  when  he  was  denied  a  seat 
on  Caesars'  board  and  decided  he'd 
make  a  run  for  the  whole  company. 
He  now  owns  over  11%  of  Caesars, 
having  anted  $61  million  of  his  own 
money,  and  he  says  he  has  an  addi- 
tional $1  billion  in  financing  lined  up 


/ 


to  buy  the  remaining  shares  and  con- 
vertible debentures. 

Even  if  he  fails  to  win  his  prize, 
however,  Sosnoff  seems  bound  to 
pocket  close  to  $60  million,  given  cur- 
rent market  prices. 

It  has  been  quite  a  trip  for  the 
Bronx-born  Sosnoff,  who  has  intellec- 
tual and  artistic  pretensions.  He  says 
he  wanted  to  write  fiction,  but  after 
graduation  from  City  College  of  New 
York  and  a  semester  of  graduate  study 
at  Columbia  University,  he  had  to 
face  the  grim  truth  that  he  lacked  the 
talent. 

After  a  stint  as  commander  of  a  rifle 
company  in  Korea,  in  1954  he  landed 
his  first  job — as  a  copy  editor  for  Fair- 
child  Publications  at  $40  a  week.  Two 
years  later  an  old  Army  buddy,  Robert 
Stovall,  then  director  of  research  for 
E.F.  Hutton,  needed  a  wordsmith  for 
his  market  letter  and  hired  Sosnoff. 
"He  was  bright,  alert,  articulate  and, 
most  of  all,  cheap,"  recalls  Stovall. 

For  $100  a  week,  Sosnoff  boiled 
down  stock  and  technical  reports  for 
Hutton's  morning  wire  to  brokers  and 
also  did  some  original  research.  His 
manner,  to  put  it  mildly,  was  brassy. 
"I  would  call  anyone,  anywhere — like 
the  president  of  Chrysler.  1  would  also 
find  the  name  of  a  Lehman  Brothers 
partner  in  a  report  and  I  would  call 
him  up  and  go  over  and  talk  to  him," 
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MARTIN  SOSNOFF 
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LOSER 


It  has  been  quite  a  trip  for 
Sosnqff,  who  has 
intellectual  and  artistic 
pretensions.  He  himself 
wanted  to  write  fiction.  But 
he  had  to  face  the  grim  truth 
that  he  lacked  the  talent. 
So  he  tried  Wall  Street. 


Sosnoff  recalls. 

Promised  a  shot  as  a  better-paid  an- 
alyst if  he  would  earn  an  M.B.A.  de- 
gree, Sosnoff  attended  New  York  Uni- 
versity at  night  but  swears  he  learned 
nothing  of  value  there.  "They  learned 
more  from  me,"  he  says  with  a  touch 
of  the  arrogance  that  attends  every- 
thing he  docs. 

Within  two  years,  newly  married  to 
his  first  wife,  Sofia,  he  became  a  se- 
nior institutional  analyst  and  began 
investing  on  his  own.  By  1961  his 
portfolio  was  worth  about  $10,000. 

He  might  have  stayed  an  analyst  all 
his  life,  but  instead  he  took  a  plunge, 
based  on  his  own  research,  that 
changed  his  life.  Commercial  jets 
were  just  coming  on  the  scene,  and 
Sosnoff  believed  in  them  mightily.  He 
borrowed  $50,000  to  buy  convertible 
bonds  in  United  Aircraft,  the  Boeing 
Co.  and  Eastern  Air  Lines.  "I  was  all 
over  those  companies.  I  knew  them  as 
well  as  anyone  on  The  Street,"  he 
recalls.  The  stocks  took  off,  and  the 
underlying  convertibles  doubled.  He 
would  never  be  content  as  an  analyst 
again  and  decided  to  try  managing 
other  people's  money. 

For  the  next  decade  and  more  Sos- 
noff kept  moving  and  learning,  only  to 
discover,  in  the  end,  that  the  company 
he  found  most  congenial  was  his  own. 
His  enormous  self-confidence,  some- 
times justified  and  sometimes  not, 
made  it  difficult  for  him  to  work  with 
partners. 

He  had  a  bumpy  start  with  the  late 
jack  Kaplan,  the  philanthropist,  who 
was  looking  for  help  running  his  en- 
dowment fund.  "I  was  totally  analyti- 
cal, and  he  shot  from  the  hip,"  says 
Sosnoff.  Then  came  Starwood  Corp., 
where  he  oversaw  the  $200  million 
personal  portfolio  of  Sears,  Roebuck 
&  Co.  founder  Julius  Rosenwald. 

In  1968,  his  kitty  grown  to 
$500,000,  he  joined  with  partners 
Mark  Newman  and  Milton  Kirsch- 
baum  to  form  Atalanta  Partners.  It 
was  a  hedge  fund  named  after  the  fleet 
Greek  goddess  who  asked  suitors  to 
race  her.  The  fund  attracted  investors 
like  Eli  Black  of  the  old  United  Fruit 
Co.,  Laurence  Tisch  of  Loews  Corp. 
and  Eli  Broad  of  developers  Kaufman 
&  Broad.  But  when  the  market  soured 
around  1968,  his  limited  partners 
backed  out.  Sosnoff  learned  a  hard 
lesson:  Never  manage  flighty  cash. 

He  then  joined  Joel  Leff  and  Antho- 
ny Forstmann,  of  investment  firm 
Forstmann-Leff  Associates,  in  a  joint 
venture  that  would  concentrate  on 
managing  pension  and  endowment 
funds.  But  that  didn't  work  either 
when  their  investment  styles  clashed. 
While  Sosnoff  was  a  fundamental 


stock  picker  with  an  eye  for  the  k 
term,  Forstmann  and  Leff  were  bo 
fide  market  timers. 

In  1972  he  and  partner  Mark  Nt 
man  formed  another  firm,  ag 
named  after  that  fleet-footed  goddq 
Atalanta  Capital.  During  the  Sev 
ties  he  wrote  an  iconoclastic  ; 
highly  opinionated  monthly  inve 
ment  column  for  Forbes. 

As  with  his  earlier  partners,  he  sd 
parted  with  Mark  Newman.  Afte 
decade  of  steady,  consistent  grovi 
and  with  $500  million  under  manai 
ment,  the  two  parted.  Each  took  I 
name  Atalanta  with  him.  Newm 
retained  Atalanta  Capital,  while  S 
noff  called  his  new  institutional  fi 
Atalanta/Sosnoff  Capital.  Soon  aft 
Newman  went  on  to  launch  Digi 
Switch,  making  $45  million  in  I 
process. 

Four  years  later,  in  1986,  Sosni 
did  his  ex-partner  one  better  when 
took  Atalanta/Sosnoff  public  throu 
Drcxcl  Burnham  Lambert.  His  58 
stake  is  presently  valued  at  some 
million. 

Through  these  years  Sosnoff  nei 
wholly  abandoned  his  typewrit 
Last  month  he  began  writing  a  fina 
cial  column  for  Rupert  Murdocl 
New  York'  Post.  And  earlier  this  year 
published  his  second  book,  Silent  I 
restor.  Silent  Loser  (Richardson  &  Ste 
man,  $22.50).  While  personal  am 
dotes  make  the  book  quite  readable 
is  of  little  value  to  an  intelligent 
vestor.  But  the  book  isn't  really  abc 
the  stock  market.  It's  about  hq 
smart  and  artistic  Marty  Sosnoff 
and  how  stupid  everyone  else  i^ 
business  journalists  in  particular. 

fa  the  dedication  he  cites  his  secoi 
wife,  the  Comtesse  Toni  du  Mont  A 
ban.  The  title  is  a  phony,  coming  frc 
the  name  of  their  villa  on  the  Cfj 
d'Azur.  Toni  Gross  actually  grew 
on  Long  Island. 

All  of  which  leaves  one  wonderi 
how  seriously  to  take  Sosnoff.  Mea 
while,  investors  in  Atalanta/Sosn< 
are  doubtless  wondering  how  sa 
ously  he  takes  them.  Sosnoff's  bid  i 
Caesars  is  strictly  private,  not  i 
volving  their  money  at  all.  Sosnofl 
explanation:  As  investors  in  a  gai 
Wing  outfit,  they  would  have  had 
undergo  a  lengthy  investigation 
the  gaming  agencies  of  New  Jersi 
and  Nevada.  But  he  admits  he  coil 
have  bought  shares  for  them  eai 
on,  and  by  owning  less  than  51 
they  would  probably  have  escap' 
investigation. 

Say  this  for  Sosnoff:  Although  he 
only  a  relatively  minor  player  in  t 
day's  investment  drama,  he  does  adc 
bit  of  color  to  the  scene.  ■ 
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OF  SWITZERLAND 


The  difference  between  dressed,  and  well  dressed. 


Shoes  Briefcases  Small  Leather  Goods  Belts 

Bally  of  Switzerland  Shops;  Bullocks  &  Jones,  San  Francisco;  Cedrics,  Minneapolis; 
Goldwater,  SCottsdale,  Arizona  (Fashion  Square);  K.  Barchetti,  Pittsburgh 

For  free  brochure  write:  Dick,  One  Bally  Place,  New  Rochelle,  New  York,  10801. 


ONE  METHOD  OF  PAYING  FOR 
CORPORATE  AIR  TRAVEL 
SOARS  ABOVE  THE  REST  " 


;ur  company  still  paying  for 
the  old  way?  If  so,  you  should 
>■  t  there  is  a  simpler  and  more 
htive  way  of  doing  this.  The 
il  Card  charge  account. 
-  100,000  companies,  in- 
alf  the  Fortune  500,  now  use 
lent  system. 

CONVENIENT 

i  Air  Travel  Card  account  is 
>e.  Whoever  makes  the  reser- 
hether  it's  you  or  your  travel 
mply  bills  the  airfare  to  your 
lumber.  If  you  prefer,  you  can 
is  to  employees. 

CUSTOMIZED, 
rRALIZED  BILLING 

[ravel  Card's  one  statement 
1  corporate  air  travel  on  all 
ind  you  may  qualify  for  bill- 
ticludes  coding  air  charges  by 
er,  client  or  project,  or  item- 
ngby  department. 

IEDIT  WITHOUT 
SDH  CARD  ABUSE 
Air  Travel  Card  account  gives 
Dlete  control  over  one  of  your 
portant  travel  expenditures, 
de  who  uses  the  system  and 
le  Card  can't  be  used  for  gifts, 
entertainment. 

[LIMITED  CREDIT 

e  a  company's  application  is 
,  employees  can  fly  as  often 
:e  because  there  are  no  credit 


AUTOMATIC  INSURANCE 

Anyone  charging  their  ticket  to 
an  Air  Travel  Card  account  receives 
$100,000  air  travel  insurance  automa- 
tically, plus  worldwide  medical  con- 
sultation benefits.  At  no  extra  cost.  For 
$24. 75  per  person,  per  year,  this  can  be 
raised  to  $600,000  plus  lost  or  stolen 
baggage  insurance  and  up  to  $3,000 
rental  car  collision  deductible  reim- 
bursement. 

NO  ANNUAL  FEE  AND 
MONEY  BACK  GUARANTEE 

The  Air  Travel  Card  account  has 
no  annual  fee— your  company  simply 


pays  a  one-time,  refundable  deposit  of 
$425,  which  gives  you  unlimited  use 
of  the  charge  account  plus  as  many 
cards  as  you  need* 

All  of  which  explains  why  $4.5 
billion  in  air  travel  was  charged  to  Air 
Travel  Card  charge  accounts  last  year. 

It's  the  modern,  simple  and  most  1 
cost-efficient  method  of  controlling 
and  paying  for  corporate  air  travel. 

Just  complete  this  application  to 
apply  for  an  Air  Travel  Card  account. 
Or,  for  more  information,  call  toll-free 
1-800-222-4688. 


'Amount  of  deposit  or  fee,  if  required,  varies  by  airline;  most 
require  $425  deposit  per  account. 


REQUEST  FOR  AIR  TRAVEL  CARD 


Please  return  with  your  latest  financial  statemei 

r  Travel  Card.  Cardholder  Services  Division.  1709  New  York  A  v. 


r  annua!  report  to: 

.  N.W  .  Washington.  DC  20006 


APPLICANT  (Exact  legal  corporate,  partnership  or  individual  r 


ADDRESS  (Street) 


CITY.  STATE.  ZIP  CODE 


PHONE  NUMBER  BII.I.I.M,  ADDRESS  01  different  fromabovel 

□  CORPORATION  □  PARTNERSHIP  DOTHER 


TYPE  OF  BUSINESS  ACTIVITY 


YRS  IN  BUSINESS 


D&B  OR  DUNS  CODE 
□  DIVISION   □  SUBSIDIARY 


PARENT  COMPANY,  IF  ANY 


APPLICANT  INFORMATION 


APPLICATION  IS  BEING  MADE  FOR  □CORPORATE  CARD 
IF  APPLICANT  IS  A  CORPORATION: 


□  INDIVIDUAL  CARD 

IF  APPLICANT  IS  AN  INDIVIDUAL 


STATE  WHERE  INCORPORATED 

DATE  OF  INCORPORATION 

HOME  ADDRESS 

OFFICERS'  NAMES/TITLES 

CITY.  STREET,  ZIP  CODE 

PHONE  NUMBER 


SOCIAL  SECURITY  NUMBER 


ilJJJdJJMJJ 


NAME  OF  BANK  AND  BRANCH 
CREDIT  REFERENCES 


ACCOUNT  NUMBER 


TELEPHONE M  MBER 


NAME 

ADDRESS                                                                           ACCOUNT  NUMBER 

NAME 

3 

ADDRESS                                                                           ACCOUNT  NUMBER 

NAME 

ADDRESS                                                                            ACCOUNT  NUMBER 

AIRLINE  INFORMATION 

PLEASE  INDICATE  WHICH  A1RLINEISI  YOU  WOULD  PREFER  TO  ISSUE  CARDtS)  You  may  specify  your  order  of  preference  numerically  (e.g.  1.2. 
31  Your  request  will  be  forwarded  to  the  airlinels)  o(  your  choice.  The  airline(s)  will  send  you  a  detailed  agreement  or  contract  for  your  signature,  subject  to 
credit  approval.  Most  airlines  require  a  imc  hmc.  irfindeblf  drptv.it  of  $425  No  matter  which  airline  issues  your  card,  it  will  be  welcomed  by  all  participating 
airlines-250  worldwide.                                             CONTRACTOR  AIRLINES 

□  American  Airlines 

□  Continental  Airlines 

□  Delta  Air  Lines 

□  Eastern  Air  Lines 

□  Northwest  Airlines 

□  Piedmont  Airlines 

□  Republic  Airlines 


□  Trans  World  Airlines 

□  United  Airlines 

□  USAir 


□  Aer  Lingus 

□  Air  Canada 

□  Air  France 

□  Air  New  Zealand 


ESTIMATE  THE  FOLLOWING: 

TOTAL  MONTHLY  TRAVEL:  $  


□  Air  Portugal 

□  Alitalia 

□  Austrian 

□  British  Airways 

□  Deutsch  Lufthansa 

□  EMIRATES 

□  Finnair 

□  Iberia  Air  Lines  of  Spain 

□  Icelandair 


□  Japan  Air  Lines 

□  Kenya  Airways 

□  KLM  Royal  Dutch  Airlines 

□  SABENA  Belgium  World  Airlines 

□  Scandinavian  Airlines  System 

□  South  African  Airways 

□  Swissair 

□  VARIG 

\Z  VIASA  International  Airways 


.  NUMBER  OF  CARDS  . 


.  YOUR  TRAVEL  AGENCY. 


FREQUENT  DESTINATIONS:  

MAIL  AIR  TRAVELCARDCONTRACTTO  _ 


(NAME) 

WE  HEREBY  AUTHORIZE  THE  ABOVE  LISTED  BANK  AND  CREDIT  REFERENCES  TO  RELEASE  INFORMATION  TO  THE  AIR  TRAVEL 
CARD  AND/OR  ITS  CONTRACTOR  AIRLINES  FOR  THE  USE  IN  THE  EVALUATION  OF  THIS  CREDIT  REQUEST  (If  individual,  the  undersigned 
hereby  gives  authorization  to  the  airline<s)  indicated  above  to  obtain  a  consumer  credit  report) 


REQUESTING  OFFICER'S  SIGNATURE  PLEASE  TYPE  NAME/TITLE  HERE 

PLEASE  ALLOW  FOUR  WEEKS  FOR  PROCESSING  OF  YOUR  APPLICATION 

Because  this  is  a  nnpnutc  credit  card,  we  must  have  a  financial  statement  or  annual  report  in  order  to  complete  processing. 


AIR  TRAVEL  CARD 


Just  the  ticket 
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Behind  the  Figures 


Geneva's  Arthur  Perrone 

Why  are  small  companies  hot? 


Edited  by  Gary  Slutsker 


Don't  blame  the  bureaucrats 


Thanks  in  part  to  the  lofty  yen, 
Japanese  banks  now  head  the  list 
of  the  world's  biggest  banks  in  terms 
of  assets.  The  leader:  $255  billion  (as- 
sets) Dai-Ichi  Kangyo  Bank  of  Tokyo. 
But  bigger  in  this  case  is  not  better. 
Dai-Ichi  earned  less  last  year — $391 
million — than  smaller  but  more  ag- 
gressive domestic  rivals  Sumitomo, 
Fuji  and  Mitsubishi. 

The  problem?  For  one,  too  much 
regulation,  says  Nobuya  Hagura,  67, 
president  since  1982.  Hagura,  who  is 
descended  from  a  long  line  of  Shinto 
priests,  lately  has  been  pushing  for 
speeded-up  deregulation  of  the  do- 
mestic banking  industry.  Japan's  ver- 
sion of  the  Glass-Steagall  Act  protect- 
ed the  infant  securities  industry  in  the 
postwar  era.  "There's  no  need  for  it 
today,"  says  Hagura,  who  wants  Dai- 
Ichi  to  move  into  securities  under- 
writing and  trading  and  other  finan- 
cial services — the  turf  of  Nomura  and 
other  rich  Japanese  brokers. 

Competitors  have  found  their  way 
around  the  red  tape  by  aggressively 
expanding  overseas,  as  Sumitomo  has 
done  by  investing  $500  million  for  a 
12.5%  stake  of  Goldman,  Sachs'  prof- 


its. Dai-Ichi  has  a  low-profile  overseas 
presence,  mostly  in  low-risk  areas 
like  wholesale  banking,  trust  busi- 
ness and  Euroyen  financing. 

Dai-Ichi's  great  strength  is  its  domi- 
nant retail  banking  network,  with  360 
branches  nationwide.  However,  its 
portfolio  is  full  of  loans  to  companies 
in  troubled  industries  like  steel  and 
shipbuilding. 

The  real  drag  on  profits  is  from  Dai- 
Ichi's  adherence  to  the  Japanese  cus- 
tom of  lifetime  employment.  Born  of 
a  1972  bank  merger,  Dai-Ichi  has 
20,226  employees,  while  Sumitomo, 
with  more  profits,  employs  17,291. 
Thus,  it  will  take  more  than  blaming 
the  bureaucrats  to  improve  Dai-Ichi's 
prospects. — Marc  Beauchamp 


Sell  now 

ention  mergers  and  acquisitions 
these  days  and  most  people 
think  of  the  multibillion-dollar  deals 
being  financed  on  Wall  Street.  But  on 
Main  Street  the  market  for  buying  and 
selling  small,  private  companies  is 
also  going  strong.  Geneva  Business 


Nobuya  Hagura  of  Dai-Ichi  Kangyo  Bank 
■•sr  ten'>  always  b*ctcr. 


Mix  Agwlcra  HeHl 

Services,  Inc.,  a  leading  national  br0 
ker  of  small  businesses,  figures  15,00( 
deals  involving  companies  valued  a 
$1  million  to  $50  million  will  clos< 
this  year — 20%  more  than  last  year. 

Why  are  small  companies  hot?  Taj 
reform  is  a  big  reason,  says  Arthui 
Perrone,  president  of  Costa  Mesa 
Calif.-based  Geneva.  This  year  Per 
rone  expects  to  close  80  deals  wortl 
$750  million,  or  50%  more  volumj 
than  in  1986,  thanks  largely  to  a  loop 
hole  in  the  1986  act. 

The  loophole,  which  stays  open  un| 
til  the  end  of  1988,  affects  a  populai 
deal  structure  in  which  a  corporatioi 
sells  assets  and  then  liquidates,  disj 
tributing  sale  proceeds  to  shareholdl 
ers.  Under  the  1986  act  the  sellinj 
corporation  would  pay  a  tax  on  gain: 
from  the  sale  at  the  corporate  rate  (uj 
to  40%  currently)  before  passinj 
through  the  proceeds  to  shareholders 
who  then  pay  tax  on  their  own  capita 
gain.  The  loophole  puts  off  entirely 
until  1989  the  corporate  tax  on  deal: 
valued  under  $5  million.  (Those  vail 
ued  under  $10  million  will  get  a  par 
tial  break.)  On  the  sale  of  a  $5  milhot 
business,  that  means  a  saving  of  som< 
$750,000  for  those  who  act  soon. 

Perrone,  48,  a  CPA  who  co-owned; 
small  mergers  and  acquisitions  finr 
before  joining  Geneva  in  1983 
doesn't  foresee  a  shortage  of  buyers  o 
small  businesses.  Foreigners,  lured  b} 
the  cheap  dollar  and  a  low  corporatf 
tax  structure,  will  purchase  businessi 
es  to  get  a  foothold  in  the  U.S. 
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TROUBLE-FREE 
NEVER  LOOKED  SO 
_  GOOD  1987CAMRY 

Look  beyond  the  fresh,  new  styling.  The  beauty  of  Toyota 
Camry  runs  deep.  Its  reputation  is  firmly  established  as  the 
most  trouble-free  new  car,  domestic  or  import,  sold  in 
the  U.S.,  as  proved  by  a  national  survey  of  thousands  of 
owners  of  143  most  popular  new  car  models* 
And,  now,  it's  even  better.  Its  advanced-design,  16-valve 
engine  assures  impressive  passing  power  lively  acceleration, 
effortless  cruising.  Refined  suspension  turns  highways  into 
glide-paths,  and  front-wheel  drive  inspires  confidence  in 
any  weather.  Dependability,  performance  and  comfort  are 
very  much  in  style  this  yearToyota  Camry. 


LOOKS  THAT  MOVE  YOU 

Aerodynamically  shaped.Toyota 
Camry's  stylish  silhouette— a  smooth 
blend  of  form  and  function- 
hugs  the  road  at  highway  speeds. 


INNER  BEAUTY 

Camry's  wide  interior  accommodates 
five  adults  in  deeply  cushioned 
velour  comfort,  and  now  there's 
more  trunk  space,  too. . .  14.6  cu.  ft. 


Faces 

Behind  the  Figures 


And  small  businessmen,  with  or 
without  tax  incentives,  will  always 
sell  out — at  the  right  price.  "Our  mar- 
ketplace—probably 800,000  small, 
private  companies — is  going  to  keep 
churning,"  says  Perrone.  "People  are 
still  going  to  turn  65  years  old,  and 
they're  still  going  to  get  burnt  out  or 
bored." — John  Heins 


HMO  survivor? 

By  the  1990s  health  maintenance 
organizations  are  expected  to  be 
the  dominant  form  of  health  care  deliv- 
ery in  the  U.S.  But  right  now  the  indus- 
try is  going  through  a  brutal  period  of 
consolidation.  Of  18  publicly  held 
HMOs  in  1985,  9  have  already  disap- 
peared, and  by  the  turn  of  the  decade 
only  a  handful  will  be  in  operation. 

Richard  Burke,  43,  chief  executive 
of  United  Healthcare,  Inc.,  wants  his 
HMO  to  be  among  the  survivors.  So 
far  the  Minneapolis/St.  Paul-based 
HMO  has  endured  with  an  eat-or-be- 
eaten  strategy,  growing  from  revenues 
of  $32  million  in  1984  to  $216  mil- 
lion, mostly  by  buying  partial  owner- 
ship in  HMOs  and  signing  on  new 
ones  to  manage  (United  wholly  owns 
four  large  HMOs).  Total  membership 
is  1.5  million.  Revenues  are  expected 
to  almost  double  this  year. 

Now  Burke  plans  to  send  United 
Healthcare  in  a  new  direction:  writing 
supplemental  coverage  for  Medicare 
patients.  At  a  cost  to  the  patient  of  as 
little  as  $7  a  month  in  some  markets, 


National  steel's  Kokichi  Hagiwara 
Trading  givebacksfor  profit  sharing. 


Itm  Br.indfnburg 


y  t 


Richard  Burke  of  United  Healthcare 
Eat  or  be  eaten. 


Burke's  plan  looks  like  a  bargain  next 
to  traditional  "major  medical"  cover- 
age offered  by  insurance  companies. 
Such  plans  generally  carry  premiums 
of  $40  to  $100  a  month  and  also  re- 
quire the  patient  to  submit  reams  of 
confusing  paperwork. 

"You  can't  ignore  the  portion  of  the 
population  that  represents  a  third  of 
health  expenditures,"  Burke  says. 
"Part  of  being  effective  is  getting  the 
numbers  so  you  can  get  some  econo- 
mies of  scale."  Burke  is  aware  of  the 
risk  of  cutbacks  in  Medicare  funding 
by  a  tightfisted  Administration,  but 
points  out  that  traditional  carriers 
would  be  hit,  too.  Ultimately,  says 
Burke,  "We  simply  have  to  take  our 
chances  and  assume  that  rational  de- 
cisions will  be  made." — Jan  Parr 


Bonuses  for  steelworkers? 

I want  to  make  National  Steel  Corp. 
the  most  efficient  and  profitable 
steel  company  not  just  in  the  U.S.,  but 
in  the  world,"  says  the  firm's  new 
president,  Kokichi  Hagiwara,  63,  the 
first  Japanese  to  hold  a  top  post  in  a 
major  American  steel  company. 

National  Steel  has  come  a  long  way 
since  September  1984,  when 
Hagiwara's  employer,  Nippon  Kokan 
K.K.,  Japan's  second-largest  steel- 
maker, bought  50%  of  the  company 
from  National  Intergroup.  National,  a 


major  sheet  producer,  reported  an  o 
erating  profit  of  $11.4  million  for  tl 
fourth  quarter  of  1986  after  four  qu£ 
ters  of  consecutive  losses. 

Hagiwara  isn't  taking  the  bows  f 
turning  around  National,  but  1 
notes,  "We  have  made  tremendoi 
progress  in  the  past  six  months."  Jij 
before  Hagiwara's  arrival  in  Pitt 
burgh  last  July,  National  pried  giv 
backs  out  of  its  unions,  resulting  in 
reduction  in  hourly  wages  and  ben 
fits  of  about  6.5%  in  return  for  pro) 
sharing  and  productivity  gain  sharin 
So  far,  National  employees  have  I 
ceived  two  quarterly  bonus  checks. 

National's  workers  and  manage 
now  travel  to  Japan  to  see  how  NK 
produces  steel.  They  go  expecting 
see  major  differences  but  return  su 
prised  at  how  similar  the  steelmakii 
operations  are.  "They  tell  me  they  s« 
conventional  technology  producii 
unconventional  results,"  says  Hag 
wara.  "And  I  tell  them  that  is  wh. 
they  are  going  to  do  here." 

National's  biggest  problem?  HI 
Pension  Benefit  Guaranty  Corf 
which  takes  over  the  pension  habi 
ities  of  various  bankrupt  steel  firm 
permitting  those  firms  to  low 
prices.  "We,  of  course,  are  not  ban! 
rupt,  so  we  continue  to  pay  into  tl 
agency's  fund,"  says  Hagiwara.  ' 
worry  that  the  weak  might  drag  dow 
the  strong." — Stanley  W.  Angrist 
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A  hundred  years  ago, 
the  race  went  to  the  swift, 


the  battle  to  the  strong* 


6 


M»oU*by-<iP-  Kirkland,  Dcnwr  Public  Library,  VV^Pm  History  Departm** 


roday,  being  well  capitalized 
doesn't  hurt  either* 

A  business  needs  to  be  well  capitalized  in  order  to  be  successful  in  today's  marketplace.  We're 
U  S  WEST  Financial  Services,  a  diversified,  billion-dollar  subsidiary  of  the  telecommunications 
giant.  We  help  corporations  throughout  the  world  achieve  their  goals  by  providing  equipment 
leasing,  sales  financing,  and  a  wide  range  of  other  asset-based  lending  programs.  These  financial 
programs  are  tailored  to  fit  the  particular  needs  of  each  client. 

Give  us  a  call  at  our  Denver  headquarters,  (303)  773-2363.  Our  offices  are  also  located  in 
New  York,  Kansas  City,  Los  Angeles  and  San  Francisco.  We're  ready  to  put  our  extensive  capital 
resources  and  special  expertise  to  work  for  you.  |^  Mi^^WEStTFI  NA  NC I  A  L  SERVICES 


«  1987,  U  S  WEST  Financial  Services,  Inc. 
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nternational  competitiveness.  That's  the  bat- 
tle cry  these  days  in  American  business,  and  it 
;  translates  into  cost-cutting  and  layoffs.  Total 
ployment  at  the  companies  making  one  or  more 
She  four  500  lists  has  slumped  steadily  downward, 
ching  21.1  million  by  year-end  1985.  Last  year  the 
total  was  off  another  517,000,  to  20.6  million,  as 
ployers  divested  divisions,  closed  factories  and 
leezed  more  production  from  workers.  Giant 
npanies  dropped  from  the  lists  as  they  were  gob- 
d  up,  taken  private  or  upstaged  by  outfits  that 
n't  exist  a  generation  ago.  Evidently  big  business 
isn't  have  quite  the  control  over  its  destiny  that 
n  Kenneth  Galbraith  told  us  about  20  years  ago. 
Notwithstanding  the  five-year  economic  expan- 
n,  profits  of  the  500  most  profitable  public  compa- 
s  are  inching  up  at  3.5%  a  year  (see  table),  barely 
re  than  the  rate  of  inflation. 

\.  roster  of  big  public  companies,  of  course,  can't 
the  whole  story  of  American  business.  The  un- 
lg  heroes  of  the  economy — the  ones  that  account 
most  job  growth — are  smaller  and  usually  pri- 
e.  Thus,  we  can't  include  here  the  happy  story  of 
ployee-owned  Laidlaw  Corp.,  a  leading  Scotts- 
e,  Ariz,  flyswatter  firm.  Laidlaw,  with  $30  mil- 
i  in  sales,  had  its  best  year  ever,  reports  Chairman 
in  S.  Mueller,  and  it  is  now  number  one  world- 
ie  in  the  wire-handled  variety.  "We  don't  worry 
nit  foreign  competition,"  he  says.  The  news  is  not 
bad  on  the  international  front,  even  if  the  big 
npanies  are  having  a  rough  go  of  it. 
rhe  790  companies  listed  in  the  following  tables 
:ount  for  a  combined  $2.6  trillion  in  sales  and 
>bably  at  least  a  fifth  of  the  gross  national  product. 
:>rder  to  make  the  list,  a  corporation  had  to  have  at 
st  $1,258  billion  in  sales,  $55.9  million  in  profits, 
489  billion  in  assets  or  $888  million  in  market 
ue  of  its  common  stock.  Rules  and  definitions 
)ear  on  pages  199  and  232. 


Where  to  find  the  lists 


Sales 


130 


Profits 

140 

Assets 

156 

Market  value 

168 

Jobs  and  productivity 

183 

Alphabetical  rankings 

199 

Stock  market  performance 

232 

Addresses,  chief  executives 

278 

The  grand  totals 

Not  only  the  performance  of  the  economy — 
GNP  was  up  5.3%  last  year  before  inflation 
adjustment — but  the  activity  of  mergermakers 
shaped  these  numbers. 

Category 

1986 
totals 

Change 
from  1985 

5-year 
growth  rate 

Sales  500 

$2.60  trillion 

-2.3% 

+  2.2% 

Profits  500 

141  billion 

+  6.1 

+  3.5 

Assets  500 

5.65  trillion 

+  10.6 

+  10.0 

Market  value  500 

1  80  trillion 

+  14.3 

+  13.9 

Total  employment 
of  500s  companies 

20.6  million 

-2.5 

-1.4 
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The  Forbes  Sales  500 


Combined  sales  of  these  500 firms  were 
$2.6  trillion  last  year,  down  $62  billion  from 
the  previous  years  list. 


B 


|ig  companies  are  not  gaining  any 
^monopoly  on  the  American  ccon- 
'omy.  The  combined  sales  of  the 
500  largest  sellers  were  $2.6  trillion  last 
year,  down  slightly  from  the  year  before. 
There  are  industries  that  are  getting 
oligopolistic-airlines  and  banks-but 
breakups,  divestitures  and  competition 
from  abroad  seem  to  be  making  most 
markets  less  concentrated. 

With  1986  sales  of  $102.8  billion,  6.7%  higher  than  the 
previous  year,  General  Motors  remains  in  first  place.  With  a 
$32. 9  billion  lead  over  second-place  Exxon,  GM  is  likely  to 
maintain  its  position  despite  its  recent  problems.  In  fact, 
lower  oil  prices  brought  Exxon's  sales  down  19.4%  from 
1985,  to  $69.9  billion.  Chevron,  Philips  Petroleum  and  Atlan- 
tic Richfield  also  posted  sharp  revenue  declines. 

The  500th  company  is  Foster  Wheeler,  which  has  sales  of 
$1,258  billion.  One  year  ago  the  last  firm  had  sales  of  $1,251 
billion.  That's  only  a  0.6%  increase,  even  less  than  the 
modest  1.1%  rise  in  consumer  prices 


Rank 
1986  1985 

Company- 

Sales 
iSmill 

Change 
over 
1985 

% 

1 

1 

General  Motors 

102,814 

6  7 

2 

2 

Exxon 

69,888 

-194 

3 

4 

Ford  Motor 

62716 

18.8 

4 

5 

IBM 

51,250 

:  4 

5 

3 

Mobil 

44,866 

-19.8 

which  is  liquidating;  Charter, 
remains  in  Chapter  1 1 ;  and  Crov 
lcrbach,  which  was  acquired 
James  Goldsmith.  Morgan  Stanlj 
of  a  number  of  investment  banke 
brokerage  firms  to  go  public  in  d 
two  years,  joins  with  revenues  t 
billion.  Thanks  to  an  initial  pub 
fenng  last  September,  Reliance 
is  back  and  ranks  235th  with  s. 
S3.1  billion.  Stone  Container,  which  acquired  Cha| 
International's  packaging  operations,  is  added  to  the  lid 
sales  of  S2.03  billion. 

This  list,  like  the  rest  of  The  Forbes  500s,  has  no  i 
rules  to  segregate  "service"  companies  from  "manufao 
and  mining."  All  industries  are  represented  here.  For 
factunng  firms,  our  figures  include  net  sales  and  other  c 
ing  revenues.  For  financial  companies,  sales  include  c 
ing  income  and  other  income.  For  oil,  liquor  and  tfl 
companies,  sales  exclude  excise  taxes.  Unconsolidate 
sidiarics  are  included  if  significant — FPL  Group's  Q) 


Gone  from  the  Sales  500  are  the  likes  of  Beneficial  Corp.,     Penn  insurance  unit,  for  example. 


Winners 

The  leaders  in  sales  growth 

Rank 

1986 

1985 

Company 

Sales 
[Smil] 

Change 
over 
1985 

% 

422 

■ 

Revlon  Group 

1,611 

814.4 

168 

■ 

Capital  Cities/ABC 

4,124 

304  0 

118 

299 

Baxter  Travenol  Labs 

5,543 

135.4 

318 

■ 

Berkshire  Hathaway 

2,177 

Ml  6 

158 

•  i : 

Texas  Air 

4,407 

126.7 

■  Not  on  500 

list  in  1985. 

Losers 

The  laggards  in  sales  growth 

C 

Rank 

Sales 

1986 

1985 

Company 

iSmill 

172 

■ : 

Amerada  Hess 

4,015 

11 

7 

Chevron 

14  352 

367 

232 

Williams  Cos 

1,859 

487 

314 

Murphy  Oil 

1,313 

497 

Tesoro  Petroleum 

1.270 
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We  work  hard  to  earn  these  stripes, 


^hen  nearly  700  senior  executives  were  polled* on  the  companies  that 
y  associated  with  high  quality,  they  named  more  than  200  different 
lerican,  Asian  and  European  firms.  But  one  company  was  named  more 
n  twice  as  often  as  any  other:  IBM. 

Still,  a  reputation  for  quality  isn't  something  you  can  rest  on. That  s  why 
keep  working  hard  to  earn  our  stripes. 


missioned  by  The  American  Society  lor  Quality  Control.  For  a  free  copy  write  ASQ( 310  West  Wisconsin  Ave.,  Milwaukee,  Wl  53203. 


The  Forbes  Sales  500 


flank 
1986  1985 

Company 

Sales 

Change 
over 
1985 

% 

Rank 
1986  1985 

l~""(»tn  net  n  v 
1  '  i .  1 1  pa  1 1  y 

Sales 
l\mill 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

1 

Sales 

•  MM  ]  1 

0 

o 
O 

Vars,  Roebuck 

44,282 

8.8 

61 

71 

General  Dynamics 

8  892 

8.9 

116 

133 

Northrop 

5,608 

7 

1  1 

General  Electric 

35  2 1  1 

24.5 

62 

106 

A m **  r  i  c  n  n  Intl  G rn 1 1 n 

.  illll  1  ILall    lllll    v  i  l  mill 

8  876 

5  5  5 

117 

128 

Archer  Daniels 

8 

9 

American  Tel  &  Tel 

34  087 

-2.4 

63 

82 

"si i  ni ■  r  Villi  ^tfnrpc. 
>)uuci   v  aiu  ijiuits 

8  762 

16.2 

118 

299 

Baxter  Travenol  Labs 

5  543 

9 

6 

31  613 

-31.7 

64 

54 

Kraft 

8  742 

10.4 

119 

1 26  Supermarkets  General 

10 

10 

EI  du  Pont 

26,907 

-8.0 

65 

76 

Coca~Cola 

8,669 

9.7 

120 

154 

International  Paper 

5  500 

1  1 
1  1 

7 

Chevron 

24,352 

-41.7 

66 

77 

Minn  Mining  &.  Mfg 

w  aoi 

9.6 

121 

111 

Chemical  New  York 

5,488 

12 

15 

K  mart 

23,812 

5.2 

67 

74 

Winn-Di yip  >tnn"s 

Willi!    1/1  AH     l  till  i  > 

8  580 

6.6 

122 

135 

Commonwealth  Ed 

5  479 

13 

14 

Citicorp 

23,496 

4.4 

68 

87 

I  1 1 1 '  1 1  1 1  1  1 1 1 1 1  nm en  t 

If icilal    ■  1 1  1 1  1  j  J  1  1  1 1  1  I  t 

8  414 

19.7 

123 

164 

FPL  Group 

5  429 

14 

17 

Chrysler  22,586 

6.3 

69 

72 

Cars  I  pp 
i.ll  il  LCC 

8  340 

3.2 

124 

132 

Albertson's 

5  380 

15 

39 

Philip  Morris  Cos 

20,681 

70.2 

70 

79 

US  West 

8  308 

6.3 

125 

94 

Honeywell 

5  }78 

16 

20 

Aetna  Life  &  Cas 

20,483 

10, 1 

7] 

93 

Loews 

8  256 

30.6 

126 

181 

Zayre 

^,o5I 

17 

13 

Amoco 

18,281 

-32.1 

^2 

38 

Sou  t  hla  nd 

8, 187 

-33.9 

127 

130 

Pacific  Lighting 

5  324 

18 

22 

Kroger 

17,123 

0.0 

73 

75 

Southwestern  Bell 

7,902 

-0.3 

128 

123  Southern  Calif  Edison 

5  312 

19 

23 

Cigna 

17,064 

5.4 

74 

95 

Great  A&P  Tea 

7  835 

18.4 

129 

167 

Marriott 

5  267 

20 

18 

ITT 

16,946 

-14.9 

75 

68 

Pacific  G&E 

7  817 

-7.3 

130 

142 

Melville 

5  262 

21 

41 

American  Express 

16,809 

29.3 

76 

69 

Mfrs  Hanover 

/  ,  /  V4 

-7.1 

131 

120 

First  Interstate  Bncp 

-  1  Jo 
3,Zoi>  ■ 

22 

30 

Procter  &  Gamble 

16,580 

17.1 

77 

88 

A  11 1 1 1  ■  1 1  v  i  ■  r-  K  1 1  sc  ll  (   1 1 

7  677 

9.7 

132 

117 

Consolidated  Edison 

5  198 

23 

34 

Boeing 

16,341 

19.8 

78 

86 

pip  m  mp  (~* n ^ 

I  1  l  1  I  1  1  1  1       V   '  1  > 

7  653 

7.9 

133 

148 

Emerson  Electric 

5  156 

24 

28 

Travelers 

16,047 

10.0 

79 

52 

7  591 

-26.0 

134 

144 

Borden 

5  002 

25 

35 

RfR  Nabisco 

15,978 

18.1 

80 

46 

Unocal 

7  482 

-30.3 

135 

152 

Colgate-Palmolive 

4  985 

26 

27 

United  Technologies 

1  .,669 

4.5 

81 

134 

Unisys 

7  A 
/  ,4oZ 

47.5 

136 

136 

Texas  Instruments 

4,974 

27 

29  Occidental  Petroleum 

1  S,  ?44 

5.6 

82 

91 

I     1 1  i  ■  r  m  1 1 1  'if 
V  il  I  L  I  |  J  1 1 1 14 1 

7  321 

8.9 

1  $7 

173 

Hospital  Corp 

4  931 

28 

24 

GTE 

15,112 

-4.0 

83 

100 

1 J  Qvt  nprtn 
i\d  y  1 1  icuu 

7  308 

14.0 

138 

147  American  Home  Prod 

4  927 

29 

,3 

(C  Penney 

14,74(1 

7.2 

84 

70 

LTV 

7  271 

-11.3 

139 

145 

Bankers  Trust  NY 

4  923 

30 

26 

Tenneco 

14,529 

-4.9 

85 

97 

H c w? li'ii-l'  ii  L  irn 

7  245 

10.3 

140 

166 

\(  R 

4  882 

31 

16 

Atlantic  Richfield 

14,487 

-33.3 

86 

121 

Weyerhaeuser 

16.8 

141 

156 

General  Mills 

4,843 

32 

31 

American  Stores 

14,021 

1.0 

87 

92 

VjtUI  s 

7  223 

7.5 

142 

138 

American  Electric 

4  843 

33 

21 

USX 

14,000 

-24.0 

88 

99 

Innticnn  X  Innncnn 

|U11119(JI1    OC    I'lllll  Oil 

7  003 

9.1 

143 

155 

Bristol-Myers 

4  835  ^ 

34 

44 

Xerox 

12,919 

12.1 

89 

109 

1  C  All  UI1 

6  95 1 

21.5 

144 

258 

Wickes  Cos 

4  770  J 

35 

45 

McDonnell  Douglas 

12,661 

10.3 

90 

65 

Burlington  Northern 

A  QAl 

-19.8 

145 

157 

Martin  Marietta 

4  753 

36 

42 

Rockwell  Intl 

12,397 

5.6 

91 

90 

Monsanto 

6,879 

2.0 

146 

165 

PPG  Industries 

4,687 

37 

36 

BankAmerica 

12,072 

-9.9 

92 

89 

'UliUK  II!  V*IMl['.lll\ 

6  847 

0.5 

147 

124 

Alcoa 

4  667 

38 

66 

Wal-Mart  Stores 

12,026 

40.1 

93 

12 

Vw  'l  1  nm  nn 
^  lI  1  U  1  1  i  1  1  1  1 

6  789 

19.1 

148 

149 

CBS 

4  646 

39 

59 

Allied-Signal 

11,794 

29.4 

94 

96 

JP  A^organ 

6  67^ 

1.5 

149 

143 

Teledyne 

4  553 

40 

49 

Eastman  Kodak 

11,550 

8.6 

95 

105 

6  67 1 

14.5 

150 

169 

CPC  International 

4  549 

41 

48 

BellSouth 

11,444 

7.3 

96 

84 

Coastal  Corp 

A  AAU 

-8.3 

151 

168 

HI  Heinz 

4,546 

42 

51 

Nynex 

11,342 

10.0 

97 

80 

Union  Pacific 

6  574 

-15.7 

152 

161 

North  Amer  Philips 

4  532 

43 

43 

Dow  Chemical 

11,113 

-3.7 

98 

78 

\    111  nul  Oil 

6  515 

-16.9 

153 

146 

Delta  Air  Lines 

4  517 

44 

47 

Westinghouse 

10,731 

0.3 

99 

103 

6  501 

9.1 

154 

159  Public  Svc  Enterprises 

4  498 

45 

50 

Fedl  Natl  Mortgage 

10,540 

1.9 

100 

58 

Lucky  Stores 

6,441 

-31.4 

155 

170 

Campbell  Soup 

4,484 

46 

53  Federated  Dept  Stores 

10,512 

5.4 

101 

1  12 

ConAgra 

0,03  / 

12.9 

156 

182 

Pfizer 

1  A  7  A 

4,4/0 

47 

■ 

May  Dept  Stores 

10,376 

8.6 

102 

83 

CSX 

6  345 

-13.3 

157 

158 

Fluor 

4  457 

48 

57 

Lockheed 

10,273 

7.7 

103 

62 

I  lnir»n       orKi fw> 
KJ  11 1U1I  V   .1 1  1 1 1  111 

6  343 

-29.6 

158 

354 

Texas  Air 

4  407 

49 

(-1) 

Bell  Atlantic 

9,921 

9  : 

104 

114 

American  Brands 

6  ^21 

10.8 

159 

107 

Champion  Intl 

4  388 

50 

25 

Phillips  Petroleum 

9  7X6 

-37.4 

105 

110 

American  General 

6  1 60 

8.5 

160 

203 

USF&G 

4  337 

51 

85 

Merrill  Lynch 

9,475 

33.1 

106 

1  15 

Transamerica 

6,076 

8.7 

161 

127 

Bethlehem  Steel 

1   3  13 

4,.5.10 

52 

55 

Chase  Manhattan 

9,460 

-2.8 

107 

104 

TRW 

a  n  *a 

2.0 

162 

177 

Kimberly-Clark 

4  303 

53 

32 

Sun  Company 

9,376 

-31.9 

108 

102 

AMD 

a  n  i  w 

-1.9 

163 

150 

Litton  Industries 

4  291 

54 

61 

Ameritech 

9,362 

3.8 

109 

129 

Continental  Corp 

a  nm 

17.9 

164 

160 

IC  Industries 

4  222 

55 

73 

PepsiCo 

9.291 

15.3 

110 

137 

Lincoln  IVational 

5  999 

22.3 

165 

185 

Alco  Standard 

4  157 

56 

64 

Dayton-Hudson 

9,259 

5.3 

111 

116 

Security  Pacific 

5,977 

7.9 

166 

194 

McDonald's 

4, 144 

57 

37 

Standard  Oil 

9,219 

-29.1 

112 

119 

Motorola 

S  KSS 

8  2 

167 

197 

Merck 

4,129 

58 

101 

UAL 

9,196 

44.1 

113 

125 

Pillsbury 

5,713 

1 1.0 

168 

■ 

Capital  Cities/ABC 

4,124 

59 

56 

Goodyear 

9,103 

-5.0 

114 

113 

Ralston  Purina 

5,696 

1  4 

169 

184 

Carter  Hawley  Hale 

4,090 

60 

67 

Pacific  Telesis 

8,977 

5.6 

115 

98 

Santa  Fe  Southern 

5,631 

-12.6 

170 

186 

Norfolk  Southern 

4,076 

■  Not  on 

500  list  in  1985 
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1914,  when  the  Panama  Canal  was  finally  carved  out,  Allendale's 
engineers  had  been  cutting  losses  for  79  years. 

>ok  $352  million  and  ten  years.  And  when  chief  engineer  control  with  engineering,  training,  research  and  testing, 

z  W.  Goethals  watched  the  first  ship  steam  through  the  responsiveness  and  fairness  in  the  way  we  do  business. 
Allendale  had  been  setting  a  steady  course  for  79  years.         After  a  century  and  a  half,  our  philosophy  is  not  about 

ict,  former  Allendale  president  John  R.  Freeman,  him-  to  change.  Allendale  Insurance,  P.O.  Box  7500,  Johnston, 

engineer,  served  as  consultant  during  the  construction  Rhode  Island  02919. 

canal-  Allendale  Insurance/Factory  Mutual  System 

ay  at  Allendale,  we  continue  to  shape  the  history  of  loss     Over  150  years  of  progress  and  stability. 


The  Forbes  Sales  500 

Rank 
1986  1985 

Company 

Sales 

1  Cm  Ml 
1  >  111  1  1  ' 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

Sjks 
v  m  i  r 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

Sales  I 
i  cmai 

171 

1 18 

Texas  Eastern 

4,(P4 

— 2j.4 

77  A 

zag 

7  A7 
ZOZ 

Mead 

6,1 1  r> 

1  7  d 

AO  t 

OZV 

lohnson  Controls 

2  535  \ 

172 

81 

Amerada  Hess 

4,Ulo 

-47.6 

227 

296 

LIIIIUU 

3  ^09 

34.0 

282 

216 

Kerr-McGee 

_  ,  7  S  7 

173 

201 

,  i    .  i 
\v  mnpooi 

15.4 

228 

261 

National  Medical 

J.U  1 

16.6 

283 

411 

First  Union 

Z,7Zy 

174 

211 

liull  is.  western 

i  nn7 

18.9 

229 

26S 

i'  iiii  c~ 

71    1  .1111  V.US 

19  1 

284 

308 

Giant  Food 

Z,  7ZO 

175 

163 

First  Chicago 

i  nn  l 
4,UU  I 

-8.5 

230 

$25 

General  Re 

2  1  7S 

49.6 

285 

280 

Service  Merchandise 

Z,32/ 

176 

274 

lanu's  River  Corp  Va 

3,982 

77.1 

AO  1 

7  A  A 
Z44 

Inland  Steel  Inds 

•>.  1  •> 

~  o 

o.o 

7CA 
AOU 

1  7A 
I/O 

Diamond  Shamrock 

2,  -2 13 

177 

212 

Wells  Fargo 

J  OA^ 

o,yo7 

17.9 

232 

■ 

Henley  Group 

J,  I  r-X 

71.9 

287 

322 

Turner 

2  1t)7 

178 

199 

Quaker  Oats 

12.4 

233 

265 

Bergen  Brunswig 

)  i;i 

Ot  IDi 

16.6 

288 

295 

American  Medical 

2  A  Ci  A 

179 

17] 

Texas  Utilities 

2  0  27 

-5.7 

234 

192 

Trans  World  Airlines 

3  14S 

-15.6 

289 

■ 

Morgan  Stanley 

2    1/.  3 
Z,4(20 

180 

195 

Mop  ci  >nop  t^os 

2  V177 

0,0/  Z 

5.0 

235 

■ 

Reliance  Group 

3  14S 

24.9 

290 

380 

SunTrust  Banks 

2  1/;  x 

181 

2  1 8 

Wetterau 

3,847 

1 5.5 

7 7.  A 
AOO 

107 

2.7  1 

Limited 

3, 1 4  ^ 

2  17 
Ol .  / 

AVl 

J  Z  1 

oo  1 

Toys  "R"  L's 

2,445  I 

182 

198 

American  Cyanamid 

2  tt  1  A 
0,0  1C7 

7.9 

237 

260 

I    1  111     Jit      U  r   i/l.   I  r.    .  t 

2  111 
.2,11-+ 

12.3 

292 

331 

ur  a 
.  V 1 1^  >\ 

2  A  A  1  I 

Z,4-4l  1 

183 

196 

Eaton 

x  a  1 1 

0,0  1 Z 

3.7 

238 

220 

Consumers  Power 

x  i  n« 

.2,  1  Uo 

5  - 

293 

282 

Norwest 

2    1  2/2  J 

Z.4ZU  H 

184 

2]  5 

Abbott  Laboratories 

x  wnii 

1  3  3 

239 

229 

W  arner-Lsmbert 

o,  1  Uo 

-3.0 

294 

347 

PaineWebber  Group 

 i 

^  4  1  2  A 

185 

223 

\V  algreen 

2  wn  2 

16  3 

240 

242 

GenCorp 

),UVV 

2.6 

295 

376 

Food  Lion 

2  in7  i 

Z,4U'  3 

186 

207 

Gt  Western  Financial 

3,773 

l  r\  u 
tU.o 

Z41 

7  ^  A 

Z  JO 

Staley  Continental 

3,097 

u  z 

O.J 

70A 
AVO 

2  1  « 
o  I  o 

Safeco 

2,299  J 

187 

248 

Ryder  System 

2  7AM 

29. 7 

242 

243 

Philadelphia  Electric 

x  no  i 

2.6 

297 

359 

Schering-Plough 

2  2qo  m 

188 

208 

Time  Inc 

2  7A7 

O,  '  OZ 

10.5 

243 

231 

Greyhound 

-4.1 

298 

304 

Genuine  Parts 

189 

225 

SmithKline  Beckman 

2  7,1  Z 

15  0 

244 

275 

Contel 

s3,U  r  *+ 

20.2 

299 

279 

Penn  Central 

2    2UQ  2 

190 

189 

Boise  Cascade 

2  7 An 

O,  '  <+U 

0.1 

245 

263 

Dominion  Resources 

?  07") 

13.3 

300 

505 

v.airea 

2    2 'jt  1 

191 

122 

WR  Grace 

3,726 

— Zo.o 

*)  1  A 

Z40 

")  2.n 

United  Telecom 

3,059 

 A  A 

out 

2  1  O 

o  l  v 

Kidde 

2,356 

192 

222 

Lll  Lilly 

i  7in 

13.8 

247 

200 

Pan  Am 

5.  n*w 

-12.8 

302 

300 

Bear  Stearns  Cos 

")  X4Q 

193 

214 

Fireman's  Fund 

2  AOO 

10.4 

248 

241 

HF  Ahmanson 

3.  mo 

00 

303 

307 

|im  Walter 

~i  XA_a 

194 

]  ss 

Dana 

2  AO^ 

o,ovo 

-1.6 

249 

224 

x  r\PiX 

304 

323 

Cummins  Engine 

T  XC\A 
Z,oU4  2 

195 

191 

Transco  Energy 

2  AO  1 
.i,(lV  1 

-1.1 

250 

247 

American  Standard 

Z,  Wo 

2.9 

305 

367 

M  Ml 

2  70^  1 

1  oa 

219 

Owens-Corning 

3,644 

i  n  ^ 

Z">  i 

")y  x 

Zoo 

First  Bank  System 

2,930 

1  A 

32' 

Capital  Holding 

2 ,292 

197 

205 

Reynolds  Metals 

2  A  20 

O,  UO  V 

6.5 

252 

245 

Ximes  Mirror 

z,vzu 

-0.9 

307 

346 

Upjohn 

z,zyi  | 

198 

249 

First  Executive 

3  6^9 

25.2 

253 

301 

Federal  Express 

")  OQl 

25.0 

308 

306 

Engelhard 

2  2  on  •] 
z ,  z  y\i  3 

199 

278  MCI  Communication 

2  ^07 

41.3 

254 

172 

American  Can 

■)  WW7 
Z,oo  t 

-30.7 

309 

334 

Lowe's  Cos 

■»   IOI  I 

z,Zoo  aj 

200 

270 

\  \\  A 

2  ^SiO 
o,  joy 

35.2 

255 

2S6 

Avon  Products 

1  MIX 

i,OOJ 

16.7 

310 

251 

Panhandle  Eastern 

1  2  ^n  _a 

Z,ZDU 

-ill 

204 

Bank  of  Boston 

3,540 

x  n 

o.u 

ZDV 

Detroit  Edison 

2,869 

z.y 

287  Marine  Midland  Bank 

2,244  -| 

202 

187 

Firestone 

2^27 

0,00  ' 

-6.8 

25^ 

310 

Warner  Co m m u n 

2  84K 

27.4 

312 

340 

RR  Donnellev 

2  ^34 

203 

r- 

Houston  Industries 

2  ^  2A 

0,000 

-13.0 

258 

294 

i  1 1 1 .  ■  ■  ■  j  ■ 

~>  a  l  si 

Z,  o  1  o 

17.4 

313 

317 

Ethvl 

1  ")  XI 

204 

141 

Halliburton 

o,3Z  / 

-26.2 

259 

32s 

Price  Co 

i  un7 

33.2 

314 

342  Kaiser  Alum  &  Chem 

205 

226 

Middle  South  Utils 

3  486 

7.6 

260 

257 

Burlington  Inds 

2  SOS 

-1.0 

315 

344 

Circle  K 

Z.ZIO  9 

auo 

180 

American  Motors 

2    1  A  J 
S.-H71 

1  A  X 
—  1  4.o 

7A1 
ZOl 

2  1  1 
o  1 Z 

Gannett 

■)  wn  i 

7A  SI 
ZO.o 

31/. 
3  1  (1 

:-; 

Home  Group 

2   1  O/l  1 

i,  i  y4  | 

207 

22T 

Mellon  Bank 

2  ,1^7 

7.3 

262 

271 

Ingersoll-Rand 

2  700 

Z,  /VV 

6.1 

317 

350 

Pennsy  lvania  P&.L 

2   1  QO  1 

Z,  1  0  7  J 

208 

175 

Dresser  Industries 

2  .1  ^  1 

-16.4 

263 

255 

General  Public  U tils 

2  787 

-2  9 

318 

■ 

Berkshire  Hathawav 

2  1  77  H 

209 

239 

Grumman 

i  1  in 

12.8 

264 

233 

EF  Hutton  Group 

Z,  f  ou 

-12.1 

319 

348 

Hershey  Foods 

T  1 7n  1 

Z,  1  '  U  ^! 

210 

238 

Scott  Paper 

3  jl  17 
0,40  ' 

12.7 

265 

210 

Household  Intl 

")  7J  1 
Z,  '  *+ 1 

-19.0 

320 

311 

Best  Products 

")  1  Al  J 
Z,  IM-Z  "1 

zl  l 

236 

Cooper  Industries 

3,433 

1 1 .9 

266 

281 

USG 

2,724 

7.8 

321 

313 

MCorp 

2,129  1 

212 

254 

Sysco 

o,41o 

18.7 

267 

209 

Enserch 

2  72  2. 

-19.7 

322 

368 

Consol  Freightwavs 

7  1  ~)A  1 
Z,  1Z4  1 

213 

250 

Duke  Power 

2  im 

17.3 

268 

332 

Walt  Disney 

?  7? 7 

30.1 

323 

■ 

UNUM  Corp 

7  117  9 

1,1 i  f  4 

214 

217 

Borg- Warner 

2  2  70 

o,o  IV 

1.5 

269 

289 

Wang  Laboratories 

Z,(2(2V 

9.9 

324 

387 

Emhart 

7  no/i  l 
z,uy4  ^ 

215 

202 

Navistar  Intl 

2   2  7  1 

0,0  /  4 

-2.4 

270 

414 

Triangle  Industries 

Z,(2(20 

62.1 

325 

326 

Morrison-Knudsen 

7  nui 

l,\Joo  -j 

ilO 

179  Columbia  Gas  System 

3  }70 

- 1 6.9 

271 

303 

Humana 

2, 66  7 

1  7.0 

326 

338 

Rohm  &.  Haas 

2,067 

217 

140 

Control  Data 

2  3  17 

-30.4 

272 

267  Niagara  Mohawk  Pwr 

2  /in 

-1.3 

327 

349 

PacifiCorp 

7  nA7 

218 

■ 

National  Intergroup 

3  XAA 
O,o44 

273 

190 

Armco 

-29.3 

328 

375 

Union  Camp 

7  n  i  ^ 

219 

246 

Kellogg 

2  XA  1 

14.0 

274 

221 

Consol  Natural  Gas 

Z,(2Zo 

-20.1 

329 

35v 

Carolina  Power  &  Lt 

7  C\A  1 

220 

215 

Finl  Corp  of  America 

2  2  2  1 

O,oo  1 

-0.4 

275 

272 

Hercules 

2/1)- 

1.1 

330 

374 

Air  Prods  &  Chems 

7  n^n 

221 

252 

Kemper 

3    3i ! 

15.5 

276 

253 

Continental  Illinois 

2,566 

-10.9 

331 

Gt  Northern  N'ekoosa 

2,039 

222 

234 

Tandy 

3,323 

6.3 

2" 

264  Central  &  South  West 

:  ss, 

3  32 

■ 

Stone  Container 

2,032  ^ 

223 

■ 

United  Brands 

3,307 

7.2 

278 

228 

BF  Goodrich 

2  5  S3 

20 : 

333 

333 

Northeast  Utilities 

2,032  - 

224 

183 

Deere 

3,293 

-17.7 

279 

292 

Combustion  Eng 

2,551 

6.0 

334 

392 

Apple  Computer 

2.030  1 

225 

288 

First  Boston 

3,258 

32.9 

280 

284 

Interco 

2,545 

1.5 

335 

355 

Tribune 

2,030 

■  N 

>t  on 
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ieing  in  business  means  making 
)ices.  Like  these. 

fou  can  fly  the  airlines  if  you're  going 

lere  they're  going.  And,  you  have  the 

le  to  make  connections. 

)r,  you  can  buy  from  the  competition. 

ou  think  471  miles  an  hour  is  jet 

rformance. 

)r,  you  can  acquire  a  Beechjet.  For 
y  simple  reasons, 
"ake  speed.  The  Beechjet  cruises  at 
)  miles  per  hour. 


Take  comfort.  The  Beechjet  cabin  is  29 
cubic  feet  larger  than  the  competition. 
With  more  head  and  shoulder  room  plus 
a  flat  floor. 

Take  efficiency.  New  York  to  Dallas  is 
39  minutes  closer  on  199  lbs.  less  fuel. 

Take  technology.  The  Beechjet  was 
certificated  more  recently  than  any  jet 
in  its  class  with  state-of-the-art  airfoils 
and  aerodynamics. 

Take  service.  There  are  24  Beechjet 
service  facilities  coast  to  coast. 


So  make  your  choice.  Play  business 
hardball.  Call  Beechcraft  today  at 
1-800-835-7767  Ext.  931  for  further 
information  on  the  Beechjet. 

©eechcraft 

A  Raytheon  Company 

©1986,  Beech  Aircraft  Corporation 

Member  General  Aviation  Manufacturers  Association 


The  Forbes  Sales  500 


Rank 
1986  1985 

Company 

Sales 
($mil) 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

Sa(es 
($mil) 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

Sales 
($mil) 

C 

336 

370 

Mercantile  Stores 

2,028 

7.9 

391 

400 

(  astle  is.  C  ook 

1,738 

3.4 

446 

■ 

Monarch  Capital 

1,444 

337 

291 

American  Petrofina 

2,019 

—  1  o .  X 

392 

394 

First  Wachovia 

1,730 

-1.3 

447 

464 

Cyclops 

1,441 

338 

4U6 

Beverly  Enterprises 

2,019 

19.4 

393 

290 

Singer 

1,725 

-28.6 

448 

451 

Dover 

1,440 

Provident  Life  &  Acc 

2,018 

19.5 

394 

■ 

Maytag 

1,724 

-0.7 

449 

■ 

American  President 

1,440 

i  in 

A  1  C 
4  I  o 

Waste  Management 

2,018 

24.1 

395 

402 

Meritor  Financial 

1,72.3 

-0.4 

450 

493 

Sundstrand 

1 ,434 

341 

412 

Subaru  of  America 

2,017 

22.0 

396 

425 

Roadway  Services 

1,717 

8.7 

451 

487So  N  England  Telecom 

1 ,433 

342 

36 1 

US  Shoe 

2,003 

4  3 

397 

429 

Brunswick 

1,717 

1 1.6 

452 

420 

Peoples  Energy 

1,432 

jIj 

393 

Sterling  Drug 

1,990 

13.5 

398 

431 

■%r    |I_         ■"•       "  _  L  .  c  

}  ellow  f  reight  Sys 

1 ,  7  1  4 

12.0 

453 

449  New  England  Electric 

1,432 

344 

302 

Harris  Corp 

1,989 

-13.8 

399 

335 

Mack  Trucks 

1,712 

-1 7.0 

454 

■ 

Geico 

1,430 

— 

378 

Pitney  Bowes 

1,987 

8.5 

400 

395 

Olin 

1 ,707 

-2.5 

455 

■ 

Ohio  Casualty 

1,415 

346 

■ 

West  Point-Pepperell 

1,981 

62.6 

401 

379 

Allegheny  Power 

1,704 

-6.9 

456 

489 

Carson  Pirie  Scott 

1,413 

34/ 

341 

Long  Island  Lighting 

1,977 

—2.8 

402 

428 

Rite  Aid 

1,702 

10.3 

457 

364 

Baker  International 

1,412 

348 

383 

PNC  Financial 

1,967 

9.9 

403 

285 

Sonat 

1,692 

-32.3 

458 

450 

Wisconsin  Energy 

1,41  1 

349 

293 

Amfac 

1,962 

-18.4 

404 

■ 

Fred  Meyer 

1,688 

6.6 

459 

386 

First  City  Bancorp 

1,410 

350 

■ 

Premark  Intl 

1,959 

1 1.1 

405 

352 

National  Distillers 

1,685 

-14.3 

460 

443 

Wilson  Foods 

1,407 

351 

■ 

Coca-Cola  Enterpr 

1,951 

53.4 

406 

421 

Natl  Semiconductor 

1,678 

4.5 

461 

Dpnilnlir    \  <>i*     \  nrL 
IxcUUIJIH  .M  «     1  lllh 

1,407 

ISO 

343 

Irving  Bank 

1,935 

—4.6 

407 

467 

Citizens  &  Southern 

1,663 

20.8 

462 

458 

Brown  Oroup 

1,407 

353 

415 

AMP 

1,933 

18.1 

408 

397 

Public  Service  Colo 

1,658 

-5.1 

463 

■ 

\  li'ti  l  I  ( •  t  i  I  li  >prvirpc 
I  ltd  III  I   Jtl  VUvS 

1,406 

354 

409  Armstrong  World  Ind 

1,920 

14.4 

409 

405 

JP  Stevens 

1,656 

-2.9 

464 

460 

Cincinnati  G&E 

1,403 

355 

369 

Manville 

1,920 

2.1 

410 

381 

Holiday 

1,648 

-8.7 

465 

476 

Square  D 

1,403 

356 

A  1  7 

George  A  Hormel 

1,920 

18.1 

41 1 

■ 

Tyson  Foods 

1,637 

41.0 

466 

American  ramily 

1,401 

7£7 

.5  OO 

Morton  Xhiokol 

1,919 

1  6 

412 

446 

Longs  Drug  Stores 

1,635 

10.4 

467 

459 

Koppers 

1 ,396 

358 

■ 

TW  Services 

1,918 

31.6 

413 

398 

San  Diego  G&E 

1,634 

-6.0 

468 

V   1 1 1  I  1 1  d  I  I       i  III. NIL  KM 

1,391 

359 

■ 

Centerior  Energy 

1,918 

3.8 

414 

440 

Monfort  of  Colorado 

1,632 

8.9 

469 

■ 

Becton  Dickinson 

1,390 

360 

427 

Barnett  Banks  Fla 

1,914 

21.6 

415 

490 

Nordstrom 

1,630 

25.2 

470 

■ 

Browning-Ferris  Inds 

1,387 

361 

AD  1 
4U  1 

ivnigni-Kiuuer 

1,91  1 

10.5 

416 

491 

Polaroid 

1,629 

25.8 

471 

484 

Hill  MUlllMMiu^ 

1,387 

><>_ 

330 

DonnnlirRinb 
tVcpUUIllDdllK 

1,894 

— 10  0 

417 

362 

No  Indiana  Pub  Svc 

1,626 

-14.8 

472 

494 

Student  Loan 

1,377 

363 

419 

Zenith  Electronics 

1,892 

16.5 

418 

442 

Crown  Cork  &  Seal 

1,619 

8.9 

473 

Stanley  Works 

1,371 

364 

269 

Valero  Energy 

1,880 

-29.4 

419 

426 

Colt  Industrie1. 

1,616 

2.3 

474 

483 

Potomac  Electric 

1,371 

365 

413 

Florida  Progress 

1,875 

13:4 

420 

435 

NBD  Bancorp 

1,615 

6.6 

475 

480 

Centel 

'1,370 

366 

432 

Piedmont  Aviation 

1,865 

22.1 

421 

■ 

Revlon  Group 

1,61 1 

814.4 

476 

i  'v  Jii  ruuus 

1,361 

367 

232 

Williams  Cos 

1,859 

—40  8 

422 

492 

Bally  Manufacturing 

1,593 

23.0 

477 

466 

(    i  ■  1 1 1 1  ■  1 1   V \.  pel  I  1 1 1  1 
uUIUCll   *T  csi  run 

1,359 

368 

407 

Corning  Glass  Works 

1,856 

9.8 

423 

382 

General  Signal 

1,583 

-12.1 

478 

468 

1,358 

369 

422 

Dillard  Dept  Stores 

1,851 

15.6  . 

424 

356 

Texas  Commerce 

1,579 

-18.4 

479 

448 

Witco 

1 ,355 

370 

■ 

Banc  One 

1,847 

55.0 

425 

441 

McGraw-Hill 

1,577 

5.7 

480 

456 

Tektronix 

1,352 

371 

404 

Westvaco 

1,836 

7.5 

426 

482 

Nash  Finch 

1,574 

18.9 

481 

N  JM'I  U 

1 ,345 

372 

388 

LISAir  Group 

1,835 

4  0 

427 

363 

Mapco 

1,570 

-17.7 

to^ 

g 

CicriiKarn 
FISCllUdi.ll 

1,342 

373 

390 

Baltimore  G&E 

1,834 

4.5 

428 

462 

New  York  Times 

1,565 

12.3 

483 

337 

Allpohpnv  Intl 
\  1 1    _  1 1  *-  .  I  \  lllll 

1,327 

374 

433 

Parker-Hannifin 

1,830 

20.4 

429 

473 

Torchmark 

1,555 

14.2 

484 

488 

National  City 

1,326 

375 

403 

Bank  of  New  England 

1,830 

7.0 

430 

373 

Primark 

1,554 

-17.0 

485 

452 

Leaseway  Transport 

1,318 

376 

■ 

Ames  Dept  Stores 

1,828 

47.7 

431 

315 

Sherwin-Williams 

1,553 

-29.3 

486 

495 

Adolph  Coors 

1,315 

377 

424 

Union  Electric 

1,807 

13.5 

432 

472 

Fort  Howard  Paper 

1,549 

13.6 

487 

314 

Murphy  Oil 

1,313 

378 

324 

Nicor 

1,807 

-15. 1 

433 

436 

ICH 

1,545 

2.0 

488 

384 

AMAX 

1,308 

$79 

474 

Combined  Intl 

1,806 

32.8 

434 

445 

VF 

1,545 

4.3 

489 

485 

Perkin-Elmer 

1 ,303 

380 

469 

Marsh  &  McLennan 

1,804 

31.9 

435 

463 

Payless  Cashways 

1,526 

9.9 

490 

■ 

Harcourt  Brace 

1,300 

381 

396 

Black  &  Decker 

1,798 

2.7 

436 

497 

Louisiana-Pacific 

1,506 

19.5 

491 

■ 

Automatic  Data 

1,298 

382 

365 

Paccar 

1 , 796 

— j.z 

d17 

■ 

Springs  Industries 

1,505 

48.5 

■ 

Temple-Inland 

1,296 

383 

316 

InterFirst 

1,790 

-17.9 

438 

■ 

Sovran  Financial 

1,495 

8.6 

493 

■ 

National  Service 

1,288 

384 

339 

Squibb 

1,785 

-12.6 

439 

377 

Gulf  States  Utilities 

1,478 

-20.5 

494 

■ 

Data  General 

1,288 

385 

309 

Pennzoil 

1,782 

-20.4 

440 

465 

Avnet 

1,477 

6.6 

495 

■ 

NY  State  E&G 

1,277 

386 

385 

No  States  Power 

1,782 

-0.4 

441 

430  Intl  Minerals  &  Chem 

1,463 

-4.7 

496 

■ 

AZP  Group 

1,274 

387 

439 

GlenFed 

1,774 

17.5 

442 

457 

Super  Food  Services 

1,462 

1  8 

497 

327 

Tesoro  Petroleum 

1,270 

388 

423 

Bank  of  New  York 

1,750 

9.8 

443 

371 

11  International 

1,455 

-22.5 

498 

470 

Intel 

1,265 

389 

391 

Ohio  Edison 

1,742 

-0.7 

444 

■ 

Masco 

1,452 

25.8 

499 

■ 

Federal  Co 

1,262 

390 

I 

Universal  Leaf 

1,740 

34.9 

445 

360 

Trinova 

1,447 

-24.7 

500 

■ 

Foster  Wheeler 

1,258 

■  N 

>t  on 

500  list  in  1985. 
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HSK  IS 

LVERYWH  ERE. 


'id  True, "Promises  Kept",  acrylic  on  canvas,  1986 


THAT'S  WHY 
YOU  NEED  REFCO. 

In  every  market  24  hours  a  day  Refco  is  ready  to  help  you  manage  risk. 
Refco  Group.-  world  leader  in  financial  risk  management  through  the 


use  of  futures  and  options. 


How  do  you  make 
your  people  are 


You're  John  Licardi  and  you're  in  a 
tough  spot. 

You've  been  negotiating  for  months  to 
buy  a  radio  station  and  now  you're  down 
to  the  wire. 

They've  made  a  firm  offer  and  you've 
got  five 

mi«es'     AT&Tcomes  through 
™nieeff  o  for  John  Licardi  w& 
take  it  or     AT&T  ALLIANCE 
leave  it      Teleconferencing  Service. 

Only  the 

people  you  depend  on  to  make  the 
decision  are  scattered  in  different  cities 
around  the  country  maybe  the  world. 
What  do  you  do? 

You  pick  up  your  touch- tone  phone  and 
make  a  conference  call. 
That's  what  you  do,  by  dialing 

0  700  456-1000* 
And  the  sound  is  so  crystal- clear,  you 

feel  like  it's  all  taking  place  in  the  same 
room. 

Yet  you  never  left  your  desk. 

What  makes  it  possible  is  AT&T 
ALLIANCE®  Teleconferencing  Service 
and  it's  a  must  capability  for  the  fast- 
moving  world  of  business  today 

You  don't  need  any  special  equipment, 
just  a  touch- tone  phone. 

Or,  if  you  prefer  to  have  an  AT&T 
operator  set  up  the  call  for  you,  just  call 

1  800  544-6363. 
Either  way  you're  getting  the  reliability 

•Available  in  most  U.S.  locations  Special  rates  apply.  ©  1987  AT&T 


of  AT&T  Long  Distance  working  for  y< 
From  equipment  to  networking,  fro 
computers  to  communications,  AT&T 
comes  through. 
To  use  AT&T  ALLIANCE  Teleconfer- 


1st  decision  when 
over  the  place? 


|  Service  to  set  up  your 
:onference  call,  just  dial 
456-1000. 

1  follow  the  step-by-step  in- 
ions  you'll  get  over  the  phone. 


AT&T 

The  right  choice. 


The  Forbes  Profits  500 


The  500  most  profitable  public  companies 
earned  a  total  $140.9  billion  last  year.  That  was 
about  what  they  did  two  years  earlier. 


Earnings  at  big  com- 
panies were  mediocre 
last  year.  With  total 
earnings  of  $140.9  billion, 
the  500  most  profitable  cor- 
porations in  the  U.S.  made 
6.1%  more  in  1986  than  they 
did  in  1985.  But  1985  profits 
were  off  5%  from  1984.  In- 
deed, since  1980  net  income 
of  the  biggest  firms  is  up  only 
18.8%,  vs.  a  28.1%  gain  in 
the  price  level.  Last  year  109 
of  the  Profits  500  companies 
earned  less  than  they  did  the 
previous  year. 

Many  firms  were  hurt  by  restructuring  programs.  AT&T 
had  a  S2.2  billion  writeoff.  United  Technologies  charged  S593 
million  against  earnings  for  closing  or  cutting  back  divisions. 
Union  Carbide's  1986  earnings  were  S100  million  lower  than 
they  would  have  been,  since  the  company  sold  several  busi- 
nesses to  defend  against  a  hostile  takeover  attempt  by  GAF. 


Rank 
1986  1985 

Company 

Net 
profits 
[Smill 

Change 
over 
1985 

% 

Cash 
flow 
(Smill 

Cash 
flow 
rank 
1986 

1 

2 

Exxon 

5,360.0 

10.1 

9,775 

1 

2 

1 

IBM 

i  7H9  0 

-27.0 

? 

3 

4 

Ford  Motor 

3,285.1 

30.6 

6,245 

4 

4 

3 

General  Motors 

2,944.8 

-26.4 

9,538 

2 

5 

General  Electric 

:  40: 

6.7 

3,952 

6 

6 

: 

BellSouth 

1,588.7 

12.1 

3,524 

9 

7 

14 

EI  du  Pont 

1,538.0 

37.6 

3,657 

8 

8 

12 

Philip  Morris  Cos 

1,478.0 

17  8 

2,133 

21 

9 

18 

Mobil 

1,407.0 

35.3 

3,878 

7 

10 

Chrysler 

1,403.6 

-14.2 

1,947 

22 

The  full  effect  of  wri 
isn't  reflected  in  our  t 
That's  because  many  cc 
nies  that  took  the 
medicine  didn't  make 
list.  USX  wrote  down  e 
operations  and  other  ; 
to  the  tune  of  SI. 5  bi 
and  thus  can't  be  found 
(It  does  qualify  for  the  ! 
Assets  and  Market  1 
lists,  and  the  consoli 
rankings  beginning  on 
199  show  USX  net  inco: 
minus  SI. 6  billion.) 
Net  income  figure! 
elude  gains  and  losses  from  discontinued  operation: 
exclude  such  extraordinary  items  as  gains  from  the  cui 
tive  effect  of  a  change  in  accounting.  For  companies 
insurance  operations,  net  income  includes  portfolio  c; 
gains  and  losses.  Cash  flow  is  net  income  plus  depreci; 
depletion  and  amortization  of  intangible  assets. 


Winners 

The  leaders  in  profit  rebounds 

Rank 

1986 

1985 

Company 

Net 
profits 
(Smilt 

Change 
over 
1985 

O/ 

379 

■ 

Dime  Savings  Bank  of  NY  FSB 

84.6 

1.514.3 

92 

■ 

CBS 

389.2 

1,320.4 

35 

480 

Dow  Chemical 

741.0 

1,177.6 

394 

318 

Alleghany 

79.5 

1,026.8 

364 

■ 

Seagate  Technology 

90.4 

938.5 

■  Not  on  500 

Losers 

The  laggards  in  profit  growth 

Rank 
1986  1985 

Company 

Net 
profits 
iSmil) 

CI 
0 

1 

115 

American  Tel  &  Tel 

314.0 

428  106 

United  Technologies 

72.7 

490  154 

Enron 

57.7 

289  "4 

Goodyear 

124.1 

-i 

228 

Occidental  Petroleum 

172.1 
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here  are 224  Nobel  Prize  winne 
in  the  world.  But  only  210"  Leading  F 


Here's  where  to  find  them . 


Even  in  today's  hurried  world,  there  is  still  opportunity  to  enjoy  grace 
ality  and  elegance  as  a  way  of  life.  'The  Leading  Hotels  of  the  Worldpare  part  of 
it  life.  Around  the  world,  210  hotels  provide  the  service,  decor,  cuisine  and 
?ntion  to  detail  which  qualify  them  as  'Leading  Hotels  of  the  World:  Send  $2  00 
our  worldwide  directory.  For  reservations,  telephone  1-800-223-6800;  from  NY 
ite  and  Alaska,  212-838-3110  collect.  Or  see  your  travel  consultant 


tie. 


.Address. 
.State  


e  To:  The  Leading  Hotels  of  the  World,  747  Third  Avenue,  New  York,  NY  10017-2847 


_Zip_ 


cIh^Jeadin^Hotels  ofthdWorld 


The  Forbes  Profits  500 


Net 


Rank 


Change 
over 
1985 


Cash 
flow 


Cash 
flow 
rank 


Change 


1986 

1985 

Company 

[$milj 

% 

[Smil) 

1986 

11 

1] 

Sears,  Roebuck 

1,351 3 

3.7 

1,886 

23 

12 

27 

American  Express 

1.250.0 

54.3 

1,250 

38 

13 

is 

Nynex 

1,215.3 

1 1  0 

2/871 

15 

14 

■ 

GTE 

1,184.3 

D-P 

1,489 

1  1 

15 

16 

Bell  Atlantic 

1,167.1 

6  a 

3.094 

14 

16 

17 

Ameritech 

1,138.4 

5.6 

2,803 

16 

17 

19 

Pacific  G&E 

1,081.2 

4  9 

1,775 

24 

18 

24 

Pacific  Telesis 

1,079.4 

16.2 

2,591 

17 

19 

20 

R|R  Nabisco 

1,064.0 

6.3 

1,699 

25 

20 

21 

Citicorp 

1,058.0 

6.0 

1,508 

28 

21 

23 

Commonwealth  Ed 

1,049.6 

9.8 

1,690 

26 

22 

22 

Southwestern  Bell 

1,022.7 

2.7 

2,410 

19 

23 

29 

Coca-Cola 

934.3 

29.4 

1 ,364 

30 

24 

25 

US  West 

924.3 

-0.1 

2,324 

20 

25 

26 

Southern  Company 

882.9 

6.4 

1,540 

27 

26 

31 

|P  Morgan 

872.5 

23.7 

962 

5 1 

27 

88 

Aetna  Life  &  Cas 

865.2 

132.8 

912 

54 

28 

80 

Digital  Equipment 

861  6 

115.1 

1,263 

37 

29 

72 

American  lntl  Group 

795.8 

96.3 

860 

59 

30 

33 

Minn  Mining  &  Mfg 

779.0 

17.3 

1,286 

34 

31 

30 

American  Home  Prods 

778.8 

8.6 

887 

56 

32 

28 

Southern  Calif  Edison 

768.6 

-0.7 

1,273 

35 

33 

32 

Procter  &  Gamble 

"  0 

97 

1,325 

33 

34 

6 

Amoco 

747.0 

-61.8 

3,165 

13 

35 

480 

Dow  Chemical 

741.0 

1,177.6 

1,485 

29 

36 

13 

Texaco 

725.0 

-41.2 

3,457 

12 

37 

9 

Chevron 

715.4 

-53  - 

3,502 

10 

38 

■ 

Union  Carbide 

699.0 

D-P 

1,152 

42 

39 

■ 

Cigna 

691.7 

D-P 

825 

64 

40 

48 

Merck 

675.7 

25.2 

870 

58 

41 

36 

Westinghouse 

670.8 

10.8 

1,042 

46 

42 

55 

American  General 

669.2 

U  1 

723 

81 

43 

41 

Boeing 

665.0 

"  ; 

1,128 

43 

44 

40 

Pfizer 

660.0 

13.9 

807 

65 

45 

39 

Rockwell  lntl 

634.8 

9.? 

: 

40 

46 

38 

Texas  Utilities 

626.9 

6.7 

57 

47 

■ 

Atlantic  Richfield 

615.1 

D-P 

2  4^4 

18 

48 

■ 

Allied-Signal 

605.0 

D-P 

973 

49 

49 

140 

K  mart 

598.7 

170.7 

976 

47 

50 

49 

Bristol-Myers 

589.5 

10.9 

694 

84 

51 

42 

Chase  Manhattan 

585.4 

3.6 

759 

76 

52 

51 

Philadelphia  Electric 

566.3 

7.8 

917 

53 

53 

5} 

Eli  Lilly 

558.2 

7.8 

736 

79 

54 

43 

Consolidated  Edison 

546  4 

-3.1 

849 

61 

55 

37 

Loews 

^4^  5 

-7.4 

604 

102 

56 

63 

Abbott  Laboratories 

540.5 

16.1 

740 

?8 

57 

111 

ITT 

5?9.5 

83.8 

907 

55 

58 

92 

Ralston  Purina 

533.8 

53.4 

706 

83 

59 

81 

|C  Penney 

530.0 

33.4 

759 

60 

59 

Hewlett-Packard 

523  0 

8.5 

-.4- 

62 

61 

SniithKline  Beckman 

521.1 

1.3 

679 

86 

62 

Norfolk  Southern 

.518.7 

3.7 

800 

66 

63 

Anheuser-Busch  Cos 

518.0 

16.7 

796 

68 

64 

14 

Salomon 

516.0 

-7.4 

558 

114 

65 

-Mnericar  Electric 

507.2 

4  6 

945 

52 

■  Not 

ist  in  !  985.    D-P:  deficit  to  pr 

Rank 

1986     -  1985 

Company 

Net 
profits 

ovei 
1985 

Cash 
flow 
^Smill 

66 

86 

Travelers 

504.6 

37.2 

587 

67 

251 

Baxter  Travenol  Labs 

c/vi  n 
dUz.U 

266.4 

787 

68 

70 

McDonald's 

479.7 

10.8 

764 

69 

68 

Detroit  Edison 

477. 1 

9.0 

709 

70 

1 37 

Merrill  Lynch 

469.2 

i  no  7 

647 

71 

67 

Duke  Power 

467.8 

6.9 

970 

72 

60 

Xerox 

464.5 

—L.o 

1 ,270 

73 

136 

Squi nn 

464.3 

104.9 

503 

74 

47 

PepsiCo 

457.8 

—  15.8 

859 

/  D 

TO 

f  y 

Middle  South  Ltils 

AZ  I  1 

1  1  Z 
1  Z.T 

700 

fyc> 

76 

99 

Wal-Mart  Stores 

450. 1 

of  A 

573 

77 

457 

Continental  Corp 

449.6 

OoJ.4 

472 

78 

■ 

Monsanto 

a  1 1  n 
4jo.U 

I  J—  i 

1 ,213 

/V 

89 

Bankers  Trust  NY 

,17  7  0 

1C  1 
ID.  J 

487 

8U 

64 

Houston  Industries 

A1A  O 

— Z.  1 

7  ~i  7. 

/Zo 

81 

■ 

rev 

845 

82 

77 

Emerson  Electric 

414.7 

588 

83 

90 

Ohio  Edison 

a  i  n  q 
4  lU.o 

lU.o 

CO  1 

r>y  I 

QA 
84 

/O 

Manufacturers  Hanover 

41U.  1 

-  Ctf\ 

85 

131 

Times  Mirror 

a  nu  i 

7")  1 

DOU 

86 

78 

Lockheed 

408.0 

1  7 

i.  1 

68 1 

87 

83 

Chemical  New  York 

402.4 

1  1 

o.  1 

"AO 

88 

75 

Niagara  Mohawk  Power 

1(17  fl 

oyr.y 

3  1 

— o.o 

571 

89 

85 

Raytheon 

393.2 

4.6 

631 

90 

■ 

Centerior  Energy 

20  1  O 

7  2 

—1.6 

91 

62 

Kraft 

390. 1 

—4.4 

503 

92 

■ 

CBS 

389.2 

1 ,320.4 

497 

93 

101 

Security  Pacific 

385.9 

19.5 

521 

94 

50 

Sun  Company 

385.0 

—27.0 

1 , 1 54 

95 

■ 

May  Dept  Stores 

iu  i  n 
ool  .U 

O  1 

o.o 

644 

96 

102 

Dominion  Resources 

379.8 

18.8 

769 

97 

46 

Public  Svc  Enterprises 

378-5 

—5.3 

770 

98 

164 

Time  Inc 

376.4 

88.4 

536 

99 

97 

Eastman  Kodak 

374.0 

12.7 

1 ,349 

100 

193 

Waste  Management 

370.9 

1 1 6.2 

CC1 

ddJ. 

101 

87 

rPL  Group 

365.4 

—1.8 

766 

102 

71 

American  Brands 

365.3 

—  13.2 

494 

103 

98 

Carolina  Power  &  Lt 

614 

104 

95 

Central  &.  South  West 

355.2 

4.5 

600 

105 

96 

Union  Electric 

o4o.y 

7  n 

z.U 

-  Q  7 

JO  / 

106 

117 

Dayton-Hudson 

342.3 

20.7 

525 

107 

110 

Dun  &.  Bradstreet 

340.0 

1 5.4 

504 

108 

104 

First  Interstate  Bncp 

337.9 

7.9 

1  Z  7 

43  ' 

109 

103 

NCR 

336.5 

6.8 

614 

110 

35 

Johnson  &.  Johnson 

329.5 

—46.3 

111 

1 14 

HJ  Heinz 

326.4 

13.3 

418 

112 

1 19 

Kellogg 

318.9 

13.4 

412 

113 

52 

Long  Island  Lighting 

316.7 

—39.6 

387 

114 

109 

PPG  Industries 

316.4 

4.5 

567 

115 

8 

American  Tel  &.  Tel 

314.0 

-79.8 

4,239 

116 

■ 

Warner-Lambert 

309.5 

D-P 

117 

253 

General  Re 

305.3 

L24.8 

^  - 

118 

262 

International  Paper 

305.0 

132.8 

631 

llf> 

141 

HF  Ahmanson 

303.6 

37.5 

3?5 

120 

186 

Walt  Disnev 

302.4 

71.8 

643 
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Buckle  up  — Together  we  can  save  lives. 


981 


■ 


ationwide  quality  survey 
ows,  Ford  Motor  Company  is 
making  the  highest  quality  cars 
and  trucks  designed  and  built 
in  North  America. 


1982. 

Ford  does  it  again.  , 

4  -  -_m  " 

1983. 

And  again. 


0  00 


*|brd  Motor  Company's 
new  6-year,  60,000 
mile  warranty. 


Wm 


1984. 

And  again. 

1985. 

And  again. 

1986. 

And  again. 

#  ~. 

Based  on  an  average  of  owner- 
eported  problem*  in  a  aeries  of 
urveys  of  '81-'86  model*  designed 
md  built  in  North  America. 


With  a  quality  record  better 
than  any  other  major  American 
carmaker,  we  realized  we  could 
give  you  a  better  warranty  than 
we  ever  had  before. 

A  6-year,  60,000  mile 
powertrain  warranty  on  all  our 
new  Ford,  Mercury  Lincoln 
and  Merkur  cars ,  our  vans , 
and  our  light  trucks.** 

With  a  warranty  like  that, 
and  a  quality  record  like 
ours,  there's  really  no  reason 
to  go  with  anyone  else. 

*  Restrictions  and  deductible  apply. 
Ask  your  dealer  for  a  copy  of  this 
limited  warranty. 


uality  is  Job  1. 

Ford  •  Lincoln  •  Mercury  •  Merkur 
Ford  Trucks  •  Ford  Tractors 


ANEW 
ECHANISM 

FOR  SUCCESS 
IN  THE 
BUSINESS 
WORLD. 


0 


■  m 


THE  XEROX 
FINANCIAL 
MACHIN 


Xerox  has  created  a  new  machine  to  help  you 
:ceed  in  business. 

It's  Xerox  Financial  Services,  a  network  of 
nponent  companies  that  together  form  the  basis 
a  financial  machine  even  stronger  than  the  sum  of 
parts. 

Crum  and  Forster.  A  multiple-line  property/ 
?ility  insurance  organization  with  total  assets  of 
it  $8.5  billion. 

Van  Kampen  Merritt.  An  investment  banking 
m  that's  sponsored  over  $20  billion  in  Unit 
estment  Trusts  and  mutual  funds. 
Xerox  Credit  Corporation.  A  major  provider  of 
ancing  for  capital  equipment  purchases,  with 
:r  $2.5  billion  in  assets. 


And  a  select  group  of  other  financial  and  joint 
venture  companies;  clearly  a  monetary  mechanism 
designed  to  create  powerful  new  opportunities. 

Its  a  machine  put  together  with  a  very  logical 
point  of  view.  To  succeed  in  business  requires 
power,  precision,  and  professionalism. 

And  at  Xerox  Financial  Services,  that's  what 
we're  geared  to  give  you. 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 


The  Forbes  Profits  500 


Rank 
1986  1985 

Company 

Net 
profits 

i    ■>  1  M  1  1 

Change 
over 
1985 

0/ 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1986 

Rank 
1986  1985 

Company 

Net 
prolits 
(Smil) 

Change 
over 
1985 

% 

Cash 
flow 
(Smil) 

121 

115 

Federated  Dept  Stores 

jw  1  .V 

c  3 

D.J 

C40 

116 

176 

194 

217  7 

1  7  A 

z  /  .0 

33ft 
ZZo 

122 

1 13 

Northeast  Utilities 

300  9 

4.3 

481 

135 

177 

■ 

TRW 

217.7 

D-P 

478 

123 

158 

Gt  Western  Financial 

300  8 

49  1 

337 

188 

178 

270 

Oeneral  Mills 

217.6 

72.3 

340 

124 

112 

Pennsylvania  P&L. 

300  1 

3.3 

527 

120 

179 

155 

216.4 

6.2 

276 

125 

184 

Oeorgia-Pacif  ic 

296  0 

67.2 

635 

94 

18(1 

184 

FW  Woolworth 

2 14.0 

20.9 

339 

126 

190 

First  Union 

IOC  u 

/U.4 

J /D 

167 

181 

175 

Farmers  Group 

112c 

Z 1 .3 .  D 

1  c:  A 
lj.O 

3  3fl 

127 

279 

Xribune 

292  9 

136  5 

390 

158 

182 

157 

San  Diego  C&E 

213.2 

5.2 

354 

128 

129 

Illinois  Power 

292  y 

22  0 

376 

164 

183 

176 

Pi  1 1  <thn  rv 

209.1 

13.3 

410 

129 

146 

Lincoln  National 

284  4 

32  7 

309 

202 

184 

166 

\Ifi  ^italp*.  Pnu'cr 

206.9 

4.6 

435 

130 

69 

Berkshire  Hathaway 

—35  2 

282 

223 

185 

181 

P»nro-  Warnpr 

UUI  w    TV  alllCI 

206.3 

1 5.6 

344 

131 

93 

AMR 

279. 1 

—  I  y  .d 

AAft 

87 

186 

177 

Potomac  Electric 

7flA  1 

1  3  3 

1  Z.Z 

3 1  7 

D  1  / 

132 

94 

McDonnell  Douglas 

277  5 

—  19  7 

785 

70 

187 

202 

Tnrrnm  i  r  L 

X  1  f  1  l  1  1  J  1  1  a  1  r\ 

205.7 

22.9 

220 

133 

163 

Weyerhaeuser 

276  7 

38  3 

624 

97 

188 

343 

f^p n pn  1  P11KI1P  'tits 

205.2 

112  7 

485 

134 

123 

Gannett 

276  4 

9  1 

420 

146 

189 

182 

Alipvnpnv  P a wp r 
a  1  h     1 1 1.  1 1  \  ruwcl 

203.7 

1 4  2 

355 

135 

196 

First  Chicago 

276  2 

63  4 

358 

173 

190 

207 

^\  a  S  C  0 

203.4 

23.7 

247 

136 

■ 

i  ice  iii  c 

Z  O.U 

1J— 1 

ion 

217 

191 

204 

First  Bank  System 

ZUZ.y 

3  1  7 

Zl .  1 

3  33 

ZdZ 

ir 

128 

R^lrimnrp  (  1 
DdllllllUlC  \  i  Ov  I. 

274.6 

1 1  0 

470 

139 

192 

266 

A  m  pn  ran  Pvana  m  iri 

-  1  1  1  1  1  Hull    V  yclllallllU 

202.5 

56.9 

393 

138 

172 

Weils  rdigu 

273  5 

43.9 

358 

193 

124 

W  t  r  1 1  n  W\  a  r  1  p  1 1  a 

1  1  si  1  l  1  1  1  'l<.JlFt.lli] 

202.3 

-18.9 

355 

139 

238 

Capital  Holding 

273  4 

91.5 

293 

2 1  ! 

194 

■ 

M  nroan  ^tanlpv 
•  1  y '  1  j^aii   '  1  ii  1 1  it  \ 

201.3 

90. 1 

201 

140 

121 

K  \  in  hf»r1  v- C 1  art 

269  4 

0.9 

439 

144 

195 

355 

K  1  •  111  npr 
I\CII1|ICI 

201.1 

1 1 5.6 

201 

141 

420 

\_nUDD 

ZO  f  ,V 

1 70  « 
z '  y.fi 

3  ft3 
ZoD 

222 

196 

210 

Champion  Intl 

3  fin  k 

3  3  1 

Zo.  1 

A7\ 

142 

235 

1  1  il  1  I  >  il  1  M  I.  1  1  t  .1 

267.5 

83.4 

389 

159 

197 

147 

'Sniitnl'int. 

JUUlllldllU 

200.4 

—5.7 

388 

143 

170 

^rnprino.Plniion 

265.8 

38.0 

345 

180 

198 

263 

Ranr  Onp 

1  >  il  1 1  v.    t  /lit 

199.8 

53.3 

235 

144 

■ 

264.0 

D-P 

611 

100 

199 

178 

W  n  1  r   n  1  ( 1 
W  1 1  1  I  I  [ '  1 1 J  1 

199.7 

9.5 

317 

145 

132 

finlf  &  Wpctprn 

V  i  U  i  I  Ot    Vr  I  MU  II 

263.8 

11.8 

664 

88 

200 

206 

NCNB 

198  8 

20  8 

270 

146 

156 

Upjohn 

L  jZ.O 

34  c 

Z4.D 

3  3/1 

190 

201 

218 

Delta  Air  Lines 

1  O/l  A 
1  V4.4 

3  a  n 

/IOC 

4yD 

147 

125 

r  ii  L  J  i  i  v  %ji  \ ' 

250.9 

1.0 

491 

132 

202 

413 

\1  ntnrnl  'i 

194  0 

169  4 

653 

148 

231 

&  miirir^n  \i3tl  Ins 
\  II  IL  i  Rdll     N  ill  1 

248.4 

68. 1 

255 

239 

203 

174 

riiSl    VTdLHU\  Id 

193  8 

3  3 

238 

14') 

150 

H  i\  i  ilt  'ii  i  i     [  ill  i1  nil  t  inn  i 
rilllnlillllU  llllCllldllUIltll 

247.8 

17.5 

292 

215 

204 

282 

Pnlnmhia  <\Js.  I 

193  5 

58  3 

207 

150 

179 

tti  hinpH  1  n  1 1 

t.   t  J  1  1  1  1 '  1  1 1 1.  U  llltl 

247.2 

35.9 

299 

208 

205 

■ 

American  Standard 

193  2 

776  2 

298 

151 

139 

Textron 

*)A^  0 

z-M-j.y 

1  n  n 

1U.U 

37n 
0  /  u 

168 

206 

201 

Marriott 

191.7 

14.5 

333 

ODD 

152 

203 

Sun  Trust  11  inks 

JUU  1  1  1131  Udlln3 

245.1 

46.9 

328 

194 

207 

161 

Scott  Paper 

186  5 

—7.3 

400 

153 

122 

(.nit  St  iti-s  I  tili  iics 

VlUII    JldlCS    L    UMUV  i 

245.0 

—7.7 

407 

150 

208 

286 

Greyhound 

1 86  2 

55  0 

254 

154 

211 

Ob    .  1  i  V  1_  L  1 1  1 1  U  J !    v  il> 

243.2 

49.3 

299 

209 

209 

168  Warner  Communications 

185  8 

—4  9 

304 

155 

144 

Vu  i  I  pp 
Jala   l  a  I 

241  1 

11.4 

395 

155 

210 

197 

Ashland  Oil 

1  OD.D 

0  ft 
y.o 

4.30 
*+Dy 

156 

151 

Melville 

Zjo.o 

10. 1 

in^ 
0U0 

203 

211 

214 

Golden  West  Finl 

183.8 

14.9 

207 

157 

173 

P\Jf"^  V  i  ii  i  ii   i  1 1 
r i^t  v.  Fiiidin  i«s  i 

237.4 

26.4 

262 

2  ?4 

212 

249 

Dow  Jones 

1  ft  3  4 

33  3 

DZ.D 

z*+y 

158 

162 

A  renpr  Han  ipI  t. 
\  II.I1C1  1 J 1 1 1 1 1 i  s 

235.9 

17.4 

383 

162 

213 

159 

Mellon  Bank 

1  A3  3 
i  OD.D 

0  3 

— y.z 

341 
z*+ 1 

159 

209 

Onalipr  (  Vils 

234.8 

43.7 

320 

196 

214 

■ 

Fedl  Natl  Mortgage 

1  ft  3  n 

1  OD.U 

3.UA  1 

1  ttl 

1  nj 

160 

120 

A7P  f.riiiir* 

rt  l—  1  V»lHll|l 

234.2 

-16.2 

395 

154 

215 

240 

Capital  Cities/ABC 

1  ft  1  O 

3  7  0 

Z  t  .7 

34 1 
D4 1 

161 

368 

Lucky  Stores 

Zoo.o 

1  AO  A 
1  OV.O 

3 1  o 

198 

216 

213 

Florida  Progress 

181.2 

12.6 

337 

162 

130 

232.9 

-2.9 

637 

93 

217 

■ 

United  Telecom 

1  wn  a 

1  oU.O 

7AO  3 

1  oy.z 

74 1 

"3 

189 

Rinlr  ( . )  H 1 1  >•  1 1 1 1 , 

Uall!\  Ul  IJli.S lv/1 1 

232.8 

33.9 

301 

207 

218 

264 

First  Boston 

1  oU.ID 

3ft  A 

1  Oft 

1  yo 

195 

Safeco 

228.7 

34.2 

229 

261 

219 

■ 

Consumers  Power 

1  77  u 

LJ— 1 

zinc 

4UD 

152 

NY  Staif*  F&.G 

228.5 

9.6 

329 

193 

220 

293 

Ethvl 

1  77  7 

If/./ 

D  1 .  / 

3  A3 
ZOZ 

|  166 

■ 

Fireman's  Fund 

~)  ^  Q  A 

ZZB.-*+ 

U—  r 

247 

245 

221 

312 

Colgate-Palmolive 

1  77.5 

62.2 

267 

167 

73 

Pnillinc  Pplriilpiini 
1   M  1  1  i\  | '  s    1   1  HUH  lllii 

228.0 

-45.5 

1  325 

32 

222 

100 

Unocal 

1 76.0 

—45.9 

1  1  no 
1 ,  iuy 

168 

148 

Campbell  Soup 

7779 

7  3 

ODD 

175 

223 

149 

Consol  Natural  Gas 

1 74.7 

—  1 7.8 

3A3 
DOZ 

10" 

LSI 

I  i  ii*  iii'.1 

227.8 

56.7 

327 

195 

224 

1  16 

Hospital  Corp 

1  '4.0 

3ft  £ 
— DO.D 

A  AQ 

4oy 

170 

257" 

'  Hercules 

226.7 

70.3 

352 

178 

225 

301 

Bear  Stearns  Cos 

£3  ft 
DZ.O 

1  C3 
1  oZ 

171 

138 

ZZD.O 

U.o 

311 

201 

226 

376 

Singer 

173.0 

146.8 

242 

172 

169 

Borden 

223.3 

15.2 

J61 

170 

227 

198 

Cincinnati  G&E 

172.9 

2  6 

256 

J  

45 

Teledyne 

221.8 

-59.4 

330 

192 

228 

65 

Occidental  Petroleum 

172.1 

-62.2 

1,078 

i  J74 

229 

American  Can 

220.0 

47.6 

255 

23b 

229 

208 

New  England  Electric 

172.0 

4.8 

375 

?  75 

242 

CPC  International 

219.2 

54.4 

390 

157 

2J0 

261 

Bank  of  New  England 

171.8 

31.0 

209 

j  *  Not 

on  500  1 

ist  in  1985.    D-P:  deficit  to  p 

rofit. 
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Geniuses, 
Smids^piophets, 
tycoons  and 
other  reasons 
to  read 
Barronk 

Every  week,  Barron's  brings  you  absorb-  Barron's  addresses  itself  to  the  whole  brain. 

ing  coverage  of  contemporary  drama.  And  when  you  find  yourself  actually  en- 
Except  the  drama  is  real,  and  the  players  joying  Barron's,  don't  be  alarmed.  You're  nor- 

portray  themselves.  mal:  the  pursuit  of  wealth  is  one  of  the  most 

They  may  include  a  market  forecaster  on  fascinating  journeys  any  of  us  will  ever  take. 

close  speaking  terms  with  the  future.  You  can  further  that  pursuit  at  a  news- 

Or  the  daring  takeover  specialist  who  stand  this  weekend.  Or  subscribe  to  Barron's 

is  either  committing  acts  of  genteel  piracy  or  by  calling*  1-800-345-8000.  Ext.  187. 

maximizing  shareholder  values. 

Or  an  entrepreneur  who's  grown  from  o/\JRi>43N  S\Sl 

garage  to  multinational  conglomerate.  f  m- t.m«u       \ri  > 

10  ^        -  11/-  /  Aml  Means        \|  I 

So  if  you  ve  always  thought  of  Barron's  as  >  j  | 

offering  insightful  analysis,  comprehensive  \fe  ^.  J 

market  data,  and  other  nourishments  for  the  I^b^^^iiiiiiIiiiI^W  t    /  * 

left  brain,  you're  right- but  only  half  right.  HOW  THE  SMART  MONEY  GETS  THAT  WAY. 

*IN  THE  CONTINENTAL  US  ONLY  ©1987  DOW  JONES  &  COMPANY.  INC 


The  Forbes  Profits  500 


Rank 
1986  1985 

Company 

Net 
profits 
iSmil) 

Change 
over 
1985 

Cash 
flow 

V  ....  1 

{  5111 1 1  1 

Cash 
flow 
rank 

1  'IV/. 

1  VoO 

231 

311 

Sterling  Drug 

171.5 

56  3 

215 

272 

232 

226 

Pitney  Bowes 

167.9 

11.7 

Ly  1 

7  1  A 

zio 

233 

255 

CalFed 

164.4 

22.0 

7 1  O 

zly 

7  7  1 
LI  1 

234 

316 

AMP 

1 64.3 

52.2 

ion 
zoy 

7  1  O 
Lly 

235 

J 19 

Corning  Glass  Works 

162.2 

3U.  ' 

7Q7 
Ly  L 

1  1  A 
Z14 

236 

268 

Barnett  Banks  Fla 

162.0 

26.3 

215 

273 

237 

273 

Ryder  System 

1 60.9 

28.4 

DOO 

i  nu 

238 

349 

St  Paul  Cos 

1 59.6 

69.5 

1  fi  J 

2.H7 
jyjl 

239 

■ 

Avon  Products 

1 58.7 

L>—  r 

7  2W 

7  ZA 
Z74 

240 

230 

RR  Donnelley 

1 58.3 

6.6 

177 

LI  1 

7  7  A 

Zzo 

241 

200 

Wisconsin  Energy 

1  5"7.7 

-5.8 

279 

225 

242 

280 

First  Executive 

157.0 

17  1 

2.1 .1 

1  £7 

ID  1 

DDK) 

243 

277 

Citizens  &  Southern 

1 55.8 

ZD.  1 

7  1/1 
Z14 

7  7/1 
Z  f  4 

244 

412 

Apple  Computer 

1 55 . 5 

i  i  c  a 

7  1  1 
Zl  1 

17^ 

LID 

245 

265 

Bank  of  New  York 

1  ;  ;  7 
1  37. Z 

1(1  1 

1  9.z 

1  fiA 
I  oD 

7UZ 

246 

227 

MCA 

1 55.2 

3.5 

974 

48 

247 

296 

|im  Walter 

1 54.4 

1  O  1 

Ly.  1 

7 

7  77 

Zo  / 

248 

308 

Penn  Central 

1 54.2 

in  i 
Dy.L 

7  7G 

Lly 

7  7/1 
ZZ4 

249 

232 

11     i              i j ;  1 1 

Mctiraw  -Hill 

154.0 

4.5 

in- 

zU:> 

Zo4 

250 

167 

FMC 

152.5 

—22.4 

.747 

nil 
1 8 1 

251 

288 

Toys  "R"  Us 

152.2 

27.1 

186 

303 

252 

241 

ICH 

152.0 

6.9 

1  Z  7 

loz 

2  17 

342 

253 

187 

Duquesne  Light 

151.4 

-14.0 

249 

243 

254 

234 

Public  Service  aJW 

151.0 

3.2 

229 

259 

255 

283 

Republic  New  York 

148.5 

21.6 

164 

338 

256 

171 

CoreStates  Financial 

148.1 

-22.9 

180 

314 

25' 

357 

Sovran  Financial 

148.0 

19.2 

201 

291 

258 

254 

Cooper  Industries 

147.7 

9.4 

275 

228 

259 

329 

James  River  Corp  V  a 

147.1 

44.2 

229 

260 

260 

276 

Provident  Life  &  Acc 

146.8 

1 7.5 

165 

335 

261 

217 

Fort  Howard  Paper 

146.4 

-6.8 

249 

244 

262 

220 

Utah  Power  &  Light 

146.3 

—6.2 

246 

247 

263 

291 

NBD  Bancorp 

145.8 

23.6 

172 

326 

264 

297 

Browning-Ferris  Inds 

145.7 

25.4 

289 

218 

265 

■ 

Home  Group 

145.1 

D— P 

145 

368 

266 

274 

Marine  Midland  Banks 

144.9 

15.8 

177 

317 

267 

28] 

Student  Loan 

144.6 

17.2 

148 

363 

268 

224 

American  Stores 

144.5 

-6.4 

340 

185 

269 

258 

Knight- Ridder 

linn 
1 4U.U 

5.5 

7  7  2 

ZZO 

1/7 

Lol 

2T0 

287 

So  \  England  Telecom 

1  39.2 

16.1 

336 

1  ~->1.' 

27\ 

244 

Rohm  &  Haas 

138.0 

-2.3 

250 

241 

272 

135 

Eaton 

137  / 
13 '.O 

^40.4 

242 

251 

273 

377 

Fleet  Financial 

136.7 

66.3 

175 

320 

274 

315 

National  City 

1.35.0 

24.4 

160 

346 

275 

306 

Hershev  Foods 

132.8 

18.3 

192 

295 

276 

295 

New  York  Times 

1.32.2 

13.7 

207 

281 

277 

■ 

Reebok  International 

132.1 

239.1 

133 

389 

278 

160 

Morton  Thiokol 

1.31.6 

—34.8 

208 

279 

279 

399 

GenCorp 

130.0 

72.8 

2s" 

221 

280 

346 

Union  l  amp 

1 29.9 

36.6 

296 

2 1 1 

281 

248 

VF 

129.4 

—7  2 

1S4 

305 

282 

298 

1 ; ving  Bank 

128.1 

10.5 

166 

333 

283 

313 

Oklahoma  G&E 

126.3 

16.3 

219 

2" 

284 

489 

DPL 

125.9 

122.9 

183 

M  19 

285 

a 

Rorer  Group 

125.6 

241.3 

167 

$30 

■  Not  i 

st  in  1985.    D-P:  deficit  to  pr 

>fit. 

Change 

Net 

over 

Cash 

f 

Rank 

profits 

1985 

Mow 

1986 

1985 

Company 

iSmill 

iSmil) 

286 

■ 

Nicor 

125.0 

D-P 

224 

287 

359 

Becton  Dickinson 

124.8 

37.1 

206 

288 

398 

Cray  Research 

124.8 

65.1 

m 

289 

74 

Goodyear 

124.1 

-699 

503 

290 

360 

General  Cinema 

124.0 

36.2 

173 

291 

.309 

Public  Service  Colo 

123.8 

1 1.9 

244 

292 

269 

(efferson-Pilot 

12.3.1 

-3.9 

127 

293 

419 

Ipalco  Enterprises 

122.7 

7.3.1 

182 

294 

402 

Trinova 

122.6 

64.2 

165 

295 

331 

Armstrong  World  Inds 

122.4 

21.3 

197 

296 

302 

Scana 

122.2 

7.6 

243 

297 

319 

Norwest 

121.7 

13.1 

164 

298 

271 

Genuine  Parts 

1216 

-.3.7 

141 

299 

325 

Deluxe  Check 

121.1 

16.2 

153 

300 

■ 

Ogden 

119.6 

D-P 

136 

301 

351 

First  Fidelity  Bncp 

1  19.5 

2"  5 

139 

302 

290 

Public  Service  Ind 

118.8 

0.6 

205 

303 

310 

Tucson  Electric 

ll7. 4 

6.4 

160 

304 

339 

ConAgra 

1  17.4 

19.5 

177 

305 

■ 

Lone  Star  Industries 

1  17.4 

115.4 

164 

306 

414 

Maytag 

1 16.9 

-6.4 

; ; 

307 

345 

Automatic  Data 

1 15.5 

20.9 

224 

308 

■ 

UNUM  Corp 

1  15.1 

-2.9 

116 

309 

386 

Hartford  National 

114.0 

41.9 

141 

310 

361 

Midlantic 

112.8 

24.5 

137 

311 

327 

Mercantile  Stores 

8.4 

158 

312 

.332 

Brunswick 

110.3 

10.0 

172 

313 

272 

Puget  Sound  P&.L 

110.2 

-12.5 

:  : 

314 

455 

GlenFed 

;  1 19  _ 

>  4 

:  - 

315 

267 

Centel 

109.0 

-  .  ;  - 

-  : 

316 

317 

Winn-Dixie  Stores 

107.8 

0.0 

270 

317 

328 

Westvaco 

107.3 

5.1 

229 

318 

496 

First  Federal  Mich 

106  - 

93.5 

116 

319 

222 

Kansas  City  P&L 

106.5 

-31.4 

209 

320 

$48 

Boston  Edison 

106.2 

12.7 

229 

321 

401 

Sherwin-Williams 

106.0 

42.0 

138 

322 

^  i 

Norstar  Bancorp 

104  8 

12." 

135 

323 

.314 

Rochester  G&E 

104.5 

-  ;  - 

175 

324 

353 

US  Tobacco 

103.9 

11.1 

120 

325 

■ 

Reliance  Group 

103.9 

139.6 

126 

326 

■ 

Polaroid 

103.5 

.  -  = 

175 

 - 

327 

243 

Holiday 

103.4 

-26.8 

260 

328 

410 

Home  Federal  S&L 

103.4 

42.0 

127 

329 

■ 

Ohio  Casualty 

102.7 

133.0 

107 

330 

■ 

Revnolds  Metals 

101.9 

D-P 

264 

331 

United  IHuminating 

101.6 

2.0 

136 

332 

324 

Bcise  Cascade 

101.5 

-2.6 

293 

333 

500 

American  Family 

100." 

84.3 

108 

334 

389 

Ingersoll-Rand 

100.6 

26.5 

175 

335 

358 

Clorox 

100.6 

.  - 

128 

336 

299 

Washington  Post 

100.2 

-12.3 

166 

337 

370 

Albertson's 

100.2 

17.7 

167 

338 

■ 

Columbia  Gas  System 

99.4 

D-P 

360 

339 

544 

Walgreen 

99.2 

3.6 

145 

: 

340 

-  ;- 

Hasbro 

99.2 

0.2 

143 

! 

148 
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"I  LOOKED  AT  THIS  INCREDIBLE  DIAMOND. 
I  LOOKED  AT  HER.  I  HAD  TO  SEE  THEM  TOGETHER" 


Every  quality  diamond  of  a 
at  or  more  is  one  of  natures  rarest 
i  most  exquisite  phenomena— 
:h  more  fire,  more  sparkle  and 
ntillation. 

Each  is  a  visible  reflection  of 
i.  Unique  in  all  the  world, 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4@  s :  Cut,  Color,  Clarity  and 
Carat-weight.  These  determine  the 
value  of  a  diamond— and  to  an 
astonishing  degree,  the  beauty  and 
value  of  your  jewelry. 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


:  ring  shown  features  -       * -' 

lality  diamond  of  2  carats. 

A  CARAT  OR  MORE. 
EXTRAORDINARY  DIAMONDS  FOR 
EXTRAORDINARY  WOMEN. 


The  Forbes  Profits  500 


Change  Cash 
Net       over      Cash  flow- 
Rank  profits     1985      How  rank 


1980 

1985 

Company 

[$mil) 

% 

[$mil] 

1986 

341 

367 

Square  D 

98.9 

13.5 

155 

353 

342 

256 

Continental  Illinois 

98.7 

-26.4 

131 

390 

343 

382 

Interco 

98.5 

21.0 

144 

369 

344 

294 

USAir  Group 

98.4 

-16.0 

192 

296 

345 

}33 

Hilton  Hotels 

97.8 

-2.3 

146 

366 

346 

i  l$ 

TECO  Energy 

97.6 

-1.2 

191 

297 

347 

.505 

Southwestern  Pub  Svc 

97.5 

-13.6 

153 

356 

348 

342 

Delmarva  Power  &  Lt 

96. 1 

-0.5 

166 

332 

349 

304 

El  Paso  Electric 

95  6 

-15.4 

i  1  i 

420 

350 

■ 

Finl  Corp  ol  America 

95.4 

,SW  -J 

153 

354 

351 

■ 

Tele-Communications 

94.8 

837.1 

220 

268 

352 

374 

Subaru  of  America 

94  8 

13.8 

100 

450 

353 

■ 

Gt  Am  First  Savings 

93.7 

105.3 

118 

412 

354 

497 

Cincinnati  Financial 

93.5 

70.0 

101 

447 

355 

407 

McKesson 

93.3 

27  6 

151 

359 

356 

417 

Vulcan  Materials 

93.2 

30.7 

170 

329 

357 

347 

Zayre 

92.4 

-2.4 

158 

348 

358 

373 

Alexander  &  Baldwin 

92.4 

10.5 

134 

385 

359 

395 

USLife 

92.3 

21.1 

101 

446 

360 

■ 

Fidelcor 

92.3 

91.4 

117 

413 

361 

408 

Maryland  National 

91.8 

25.7 

1 13 

425 

362 

352 

Kansas  Power  &  Light 

91  4 

-2.6 

157 

351 

363 

188 

Portland  General 

90.8 

-36.0 

208 

280 

364 

■ 

Seagate  Technology 

90.4 

938.5 

115 

418 

365 

387 

Parker-Hannifin 

90.3 

12.7 

156 

352 

366 

250 

Colt  Industries 

89.3 

-35.3 

136 

382 

367 

391 

Consol  Freightways 

89.1 

12.4 

183 

306 

368 

385 

AmeriTrust 

88.5 

10  1 

104 

437 

369 

322 

Consolidated  Papers 

87.5 

-18.1 

120 

407 

rn 

443 

Southeast  Banking 

86.5 

33.3 

121 

402 

371 

225 

National  Medical 

86.5 

-42.6 

225 

264 

372 

418 

Signet  Banking 

86.3 

21.4 

104 

440 

373 

461 

Liz  Claiborne 

86.2 

42.3 

91 

464 

374 

375 

Brown-Forman 

86.1 

4.1 

115 

419 

375 

415 

WW  Grainger 

86.1 

20.0 

105 

434 

376 

205 

Dana 

85.9 

-48.0 

190 

299 

377 

426 

Intl  Flavors  &  Frags 

85.7 

22.9 

105 

435 

378 

■ 

Gt  Northern  Nekoosa 

85.3 

84.6 

.200 

292 

379 

■ 

Dime  Savings  Bank 

84.6 

1,514.3 

91 

463 

380 

464 

Society 

84.1 

39.5 

106 

433 

381 

334 

Dover 

83.8 

-16.2 

140 

374 

382 

221 

Pacific  Lighting 

83.6 

-46.4 

289 

22(1 

383 

364 

lohnson  Controls 

83.2 

-5.9 

176 

319 

384 

428 

Minnesota  Power 

82.6 

19.0 

120 

405 

385 

430 

KeyCorp 

82.2 

20.1 

102 

443 

386 

433 

United  Virginia  Bkshs 

81.9 

21.2 

111 

429 

387 

456 

AH  Robins 

81.8 

33.2 

102 

444 

388 

■ 

Manville 

S1.2 

D-P 

171 

328 

389 

371 

Temple-Inland 

80.8 

-5.0 

160 

344 

390  * 


391  493  Dreyfus         80.6  44  9  82  477 

392  350  Siipet  Valu  Stores         79.6  -15.3  174  324 

393  ■  Illinois  Tool  Works         79.6  152.3  117  415 

394  318  Alleghany         79.5  1,026.8  90  466 

395  416         Crown  Cork  &  Seal         79  4  10  8  127  394 

■  Not  011  500  list  in  1985     D-P:  deficit  to  profit. 
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Change  t 

Net  over  Cash 

Rank  profits  1985  How 

1986  1985               Company  (Smil)  %  (Smil) 

396  ■  Tandem  Computers  79  2  147  6 

397  ■  Hanover  Insurance  78.9  238.2  79 

398  392  Stanley  Works  78.7  0.5  121 

399  381  Grumman  78.7  -3.5  160 

400  485  Shawmut  78.6  37.3  105 

401  372  Idaho  Power 

402  326  Mapco  7gj  -24.8  150 

403  466  Lubrizol  78.2  29.8  126 

404  477      Boatmen's  Bancshares  78  1  319  101 

405  449  Old  Republic  Intl  77.5  26.4  77 

406  439  US  Bancorp  77,2  16.5  94 

407  406  NWA  76.9  5.2  319 

408  397  Roadway  Services  76.5  0.7  177 

409  165  Caterpillar  76.0  -61.6  512 

410  ■  USHealthcare  75.8  209.0  80 

411  379  Peoples  Energy  75.6  -7.4  120 

412  393  National  Distillers  75  6  -2.1  181 

413  ■  Newmont  Mining  75.4  D-P  146 

414  ■  Olin  75,2  D-P  189 

415  m  PaineWebber  Group  75  0  78.6  94 

416  437  Bausch  &  Lomb  74.7  119  104 

417  465  Willamette  Inds  74.7  23  9  147 

418  ■  General  Signal  74.6  51.5  135 

419  436  Dillard  Dept  Stores  74.5  11.3  126 

420  490  Monarch  Capital  73  9  312  ^4 

421  ■  Wickes  Cos  73.9  81.8  141 

422  404  Central  III  Pub  Svc  73  7  -0.7  134 

423  448  Rite  Aid  73.7  15.4  111 

424  440  Petrie  Stores  73.7  -5.4  119 

425  427  Louisville  G&E  73.3  5.5  119 
426  ■  Nordstrom  72.9  45.6  120 

427  435  Telex  72.7  8.4  104 

428  106        United  Technologies  72.7  -76.8  535 

429  438  Piedmont  Aviation  ?2.4  8.5  190 

430  425  National  Service  72.3  3.5  98 

431  ■  Washington  Mutual  71  8  266.6  77 

432  239  Coastal  Corp  71.6  -49.7  397 

433  ■  United  Jersey  Banks  71.5  227  82 

434  495  State  Street  Boston  7 1,4  29  2  86 
435  ■  Marion  Laboratories  71.0  53.8  84 

436  ■  Harcourt  Brace  70.5  39.4  123 

437  432  Intergraph  70.4  3.8  84 

438  486  Rubbermaid  70.1  22.6  103 

439  442  Rainier  Bancorp  7Q  Q  7.4  89 

440  ■  Potlatch  69  9  85  7  134 

441  341  -  Southmark  69.8  -28.4  97 

442  ■  Medtronic  69.8  103  0  95 

443  462       Atlantic  City  Electric  69.6  14.9  112 

444  453  Tambrands  69.1  11.2  80 


446  491  Great  A&.P  Tea  69.0  23.0  162 

447  460  Harris  Corp  68.6  13.0  209 

448  503  Pennzoil  68.5  -39.5  348 

449  380  North  Amer  Philips  68.5  -16.0  P9 

450  4QQ  American  Greetings  68.4  -8.7  96 
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GAF 


80.7 


48.6 


98 


452 


445 


482 


Meridian  Bancorp 


69.1 


20.0 


83 


■'    '  "X 


OF! 


J  THE  LOOKAUKE  WORLD 
OAL  SERVICES,  ONE  STANDS  OUT. 


Everywhere  you  look,  there's  another  one.  Another 
financial  network.  Another  financial  service. 
Which  one's  for  you? 

Look  for  the  one  with  the  long  record— more  than  120  years 
of  financial  success. 

The  one  who  never  missed  a  dividend  in  all  those  years. 

The  one  with  a  solid  foundation— over  $46  billion  in  assets. 

The  one  with  the  diversity  that  protects  against  adversity. 

The  one  who  knows  when  to  fund  ventures  and  when 
to  buy  Treasury  notes . 

The  one  that  America's  most  demanding  corporations 
count  on  for  pension  plans,  employee  benefits,  risk  management 
and  leadership  in  comprehensive  health  services. 

Look  for  The  Travelers. 

One  of  the  most  respected  financial  experts  in  the  world. 

The  Travelers  Insurance  Company  and  its  Affiliates;  Hartford,  CT  06183. 


TheTravelersj 

You're  better  off  under  the  Umbrella  fM 


m 


The  Forbes  Profits  500 


Rank 
1986  1985 

Company 

Net 
prolils 

j  c ... :  n 
I91I111J 

Change 
ovei 
1985 

Cash 
flow 
(Smil) 

Cash 
now 
rank 
1986 

Rank 
1986  1985 

V  1 1 1 1 1  |f  J  1 1  \ 

Net 
profits 
(Smil) 

Change 
over 
1985 

(  ash 

flow 

\     Mill  1 

« 

451 

■ 

Gap 

68. 1 

145.8 

89 

469 

4",, 

E-Systems 

6 1 .6 

36. 8 

86 

452 

494 

Yellow  Freight  System 

67.1 

20.8 

1 59 

477 

■ 

AmSouth  Bancorp 

61 .0 

31.2 

72 

453 

285 

.Montana  Power 

OO.  V 

—44  9 

1  1  A 
114 

422 

478 

450 

Superm  arkc ts  O  en t ral 

ah  0 

ou.y 

 A  C 

1  17 

454 

a 

Attiliated  Pubs 

AA  1 
OO.  1 

1  Ij.j 

82 

476 

4"'' 

■ 

flli'l    k  ■  ■  1 1  1    1  1  r  1  1  m  ,   1  i  1 

> '  1  u  rxciii  riiidiiLidi 

60  6 

2  2  6 

7f\ 

'U 

455 

471 

Snap-on  Tools 

65  5 

9  6 

80 

483 

480 

4  59 

60  5 

-0  4 

456 

46' 

YVeis  Markets 

65.3 

8.5 

82 

479 

481 

499 

Sysco 

60.3 

10.1 

95 

457 

394 

Valley  National 

65.2 

- 1 5  ..3 

89 

\  AU 

482 

■ 

Manufacturers  Natl 

60.0 

20.0 

72 

458 

488 

\  »  1 1 L  0 

A^  1 

1  ±  0 

1  1  Q 
1  1  V 

409 

483 

■ 

Adolph  Coors 

CO  A 

11.: 

1  oz 

459 

390 

Perk  in- Elmer 

A^  1 

1  ^  1 

—  1  o.  1 

113 

421 

484 

■ 

Comsat 

r»o.y 

r\_p 

U—i 

1  AT 

460 

■ 

Louisiana-Pacific 

A^l  O 

1 54  5 

InJ 

304 

485 

■ 

Rill    f  nrn 

nJii  \„orp 

~u  0 

ID.  U 

1  Ci  1 
1  Uo 

461 

-T5 

Central  Hudson  G&.E 

64.9 

8.7 

91 

465 

486 

■ 

BavBanks 

58.9 

21.1 

81 

462 

■ 

Huntington  Bcshs 

64.7 

23.2 

79 

485 

487 

■ 

Cincinnati  Bell 

58.2 

12.8 

117 

463 

■ 

Progressive 

64  7 

82  6 

71 

497 

488 

■ 

Burlington  Inds 

jo.  1 

Z3o.V 

zuz 

464 

■ 

v,aDoi 

64  7 

Pi  p 

15' 

358 

489 

476 

Iowa-Illinois  G  &  E 

57  8 

1  A 

— Z.O 

— 

465 

441 

Kentucky  Utilities 

64  2 

—2  2 

1 13 

424 

490 

1^4 

Enron 

7  1  7 

465 

466 

474 

Arkla 

64.2 

7.5 

140 

375 

491 

■ 

Microsoft 

57.7 

84.7 

64 

467 

■ 

LIN  Broadcasting 

63.8 

78.4 

t  f 

488 

492 

■ 

......  1  f .. 

reaeral  t_o 

57.6 

42.5 

92 

1 

468 

405 

Nalco  Chemical 

63  7 

106 

432 

493 

■ 

.Wacmil  Ian 

57  6 

7w  0 

O") 
y  1 

469 

446 

Comdisco 

A  J  r 

1  7 

—  1 .  / 

97 

453 

494 

■ 

CertainXecd 

~  7  x 

1  1  I 
111 

470 

■ 

Price  Co 

Oj-J 

*>z  3 

74 

492 

495 

■ 

Downey  Savings  &  Loan 

7  1 

AT 

oz 

471 

■ 

Koppers 

63.2 

D-P 

134 

388 

496 

■ 

AIco  Standard 

S~\0 

14.2 

102 

472 

383 

W  ashington  Water 

62.4 

—23.3 

101 

449 

497 

340 

Kansas  Gas  &  Elec 

57.0 

—41.7 

149 

473 

■ 

Comerica 

61.9 

17.5 

79 

484 

498 

■ 

Loral 

56.6 

16.3 

E 

474 

■ 

Lomas  &  Nettleton 

61.9 

34.2 

490 

499 

■ 

Gibraltar  Financial 

56.3 

45.0 

475 

■ 

Food  Lion 

• 

29.9 

91 

462 

500 

■ 

Block 

55.9 

V3 

■  \oi  on  ; 

jll  1985     1)-!':  deficit  to  pi 

ofit 

12  FABERGE  EGGS 
500  TOY  BOATS 
12,000  TOY  SOLDIERS 

Rare  autographs,  priceless 
paintings,  trophies,  and  dozens 
of  jeweled  treasures  made  for 
the  Czars. 

All  on  view  at 

The  FORBES  MAGAZINE  GALLERIES 
62  Fifth  Avenue  (at  12th  Street) 
New  York,  N.Y.  100U 

Tuesday  through  Saturday;  10am  to 
4pm.  Thursdays  for  advance  reserva- 
tions and  groups.  For  information  call 
(212)  206-5548 

Admission:  FREE 


This  is  a 
Motorola 
semi-custom 
chip. 


Our  Application  Specific  Integrated  Circuits  offer 
an  economical  path  to  a  wide  variety  of  devices. 
Using  Computer  Aided  Design,  our  customers 
can  develop  instructions  that  we  can  transform 
into  fully-tested  prototype  chips  in  as  little  as 
three  weeks. 

c  1987  Motorola.  Inc.  Motorola  and  ®  are  registered  trademarks  ul  Motorola.  Inc. 


It  counts. 
It  compares. 
It  almost  thinks. 
It  makes 
new  products 

more  helpful, 

friendly, 
courteous, 

kind  and, 
saleable. 


M)  MOTOROLA 


Advanced  Electronics  for 
a  More  Productive  World. 


The  Forbes  Assets  500 


The  shuffle  of  assets  at  the  top  is  keeping 
dealmakers  busy:  $60  billion  in  divestitures, 
$1 73  billion  in  acquisitions. 


c 


hicago-based  merger  consul- 
tant W.T.  Grimm  &  Co.  says 
that  divestitures  by  large  firms 
hit  an  apparent  record  level  of  $60  bil- 
lion in  1986,  up  31%  from  the  1985 
total.  With  all  those  expansions  from 
past  years  going  sour  or  looking  irrele- 
vant, you'd  think  big  companies  would 
lose  their  appetite  for  new  acquisitions. 
Think  again.  The  total  value  of  take- 
overs fell  only  slightly,  from  $180  billion  in  1985  to  $173 
billion  in  1986. 

Last  year  there  were  more  acquisitions,  but  they  were 
smaller.  W.T.  Grimm  counts  a  total  of  3,336  deals  of 
$500,000  or  more  in  1986,  up  from  3,001  in  1985.  In  1985 
there  were  36  takeovers  or  buyouts  in  excess  of  $1  billion.  In 
1986  there  were  only  27  such  transactions. 

Total  assets  of  the  500  most  asset-rich  public  companies 
climbed  steadily  last  year,  up  $543  billion,  to  $5.65  trillion. 
That  nearly  matches  the  10.6%  annual  upward  trend  of  the 
past  five  years.  More  is  going  on  here,  of  course,  than  mergers 
and  internal  growth.  Financial  firms  dominate  this  list,  and 


Rank 
1986  1985 

Company 

Assets 
(Smil) 

Change 
over 
1985 

% 

1 

1 

Citicorp 

196,124 

13.0 

2 

2 

BankAmerica 

104,189 

12  1 

3 

3 

Fedl  Natl  Mortgage 

100,406 

1  1 

4 

7 

American  Express 

99,476 

53.0 

5 

s 

Chase  Manhattan 

94,766 

8.1 

the  increasingly  complex  final 
marketplace  makes  for  large  bal 
sheets.  A  dollar  of  underlying  tanj 
assets,  e.g.,  inventory,  may  give  ri: 
several  dollars  of  financial  assets.  1 
a  catsup  firm  finances  inventor 
selling  commercial  paper  to  a  brc 
age,  which  borrows  from  a  bank,  w 
sells  its  debentures  to  a  thrift. 
Citicorp,  the  largest  firm  by  bal 
sheet  size,  climbed  another  13%,  to  $196  billion.  At  the  h 
end,  the  cutoff  for  the  500th  firm,  BanPonce  this  year,  \ 
up  8.7%,  to  $2.5  billion.  Texas  Air  and  Capital  Cities  s 
sharp  jumps  that  are  results  of  acquisitions. 

Of  500  companies  that  were  on  the  list  last  year,  83  sto 
decrease  in  assets.  Union  Carbide  exited  from  consi 
products  and  farm  chemicals,  with  a  $2.9  billion  dro 
assets.  Assets  fell  nearly  40%  at  Panhandle  Eastern  as  it ! 
off  Anadarko  Petroleum.  Halliburton,  struggling  with 
decline  in  oilfield  services,  posted  a  28.6%  decline  frorr 
selloff  of  its  marine  vessels,  while  W.R.  Grace,  busy  selhn 
stores  and  restaurants,  cut  assets  24.4%. 


Winners 

The  winners  in  asset  growth 

1986 

Rank 

1985 

Company 

Assets 
[Smil] 

Change 
over 
1985 

% 

360 

a 

Coca-Cola  Enterprises 

3,811 

388.9 

183 

■ 

Texas  Air 

8,000 

309.6 

263 

Capital  Cities/ ABC 

5,293 

180.8 

275 

■ 

Integrated  Resources 

5,100 

141.6 

343 

■ 

Tele-Communications 

l.i  108 

128.9 

^  Not 

in  500  list  in 

1985. 

Losers 

The  laggards  in  asset  growth 

Rank 

1986 

1985 

Company 

Assets 
(Smil) 

Chs 
o\ 
19 

485 

146 

Control  Data 

2,595 

-6! 

434 

250 

Panhandle  Eastern 

3,024 

-3S 

400 

269 

Halliburton 

3,329 

-2J 

197 

115 

Union  Carbide 

7,571 

-2j 

336 

229 

WR  Grace 

4,097 

-2l 
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Fereghan  Horse.  Tang  Dynasty,  sold  at  Sotheby's  New  York,  June  4, 1986  ®  is  a  registered  service  mark  of  Citibank,  N.A. 

I  LIQUIDITY  IS  IN  THE  EYE  OF  THE  BEHOLDER. 

By  seeing  opportunity  where  others  see  risk,  Citicorp  Private  Banking 
tends  credit  on  such  illiquid  assets  as  privately  held  companies,  art  collections 
id  thoroughbred  horses.  We  respond  quickly  and  confidentially  to  the 
ost  complex  needs  of  the  successful  entrepreneur.  For  more  information  call 
Patrick  Cooney  at  212-559-9474.  CITICORPO  PRIVATE  BANKING' 

|i  iticorp,  Member fdic  Fluent  in  the  ways  of  the  affluent.® 
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The  Forbes  Assets  500 


Rank 
1986  1985 

Company 

Assets 
-mil 

(  hange 
over 
1985 

% 

Rank 
1986  1985 

Company 

Assets 
(Smil) 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

Assets 

iSmill 

( 

6 

4 

Salomon 

7S 

164 

1  !  8 

61 

81 

American  Intl  Group 

21,023 

35.0 

116 

124 

Home  Federal  S&L 

12,075 

7 

8 

JP  Morgan 

76 

039 

9.6 

62 

60- 

Pacific  G&E 

21,002 

10.0 

117 

233 

AZP  Group 

12,036 

i: 

8 

6 

Mfrs  Hanover 

74 

1  Q 

— Z.o 

/.  j 

Oj 

44 

RepublicBank 

20,944 

-9.8 

1  1  ft 

1 1 0 
1 1  y 

Midlantic 

1  1,874 

9 

1 1 

General  Motors 

77 

411  i 

1  1  u 

A/1 
04 

A  } 

Bank  of  New  York 

20,709 

12.0 

119 

Textron 

1  1,712 

10 

9 

Exxon 

69 

484 

n  c 

u.o 

A£ 
03 

rj 

Pacific  Telesis 

20,321 

4.0 

1 

1  7  1 

Fleet  Financial 

1 1 ,690 

11 

12 

Aetna  Life  &  Cas 

66 

830 

1  1.6 

66 

64 

Southern  Company 

20,307 

10.0 

121 

93 

Sun  Company 

1  1,684 

12 

10 

Sears,  Roebuck 

65 

995 

-0.6 

67 

59 

Southwestern  Bell 

20,300 

5.2 

122 

1 04 

Santa  Fe  Southern 

11,602 

- 

13 

14 

Security  Pacific 

62 

606 

Aft 
Oft 

q  3 

oO 

Barnett  Banks  Fla 

20,229 

36.4 

1  Z  j 

1  H7 

Fidelcor 

1  1,392 



14 

1.3 

Chemical  New  York 

60 

564 

A  3 

AO 
O  V 

Att 
On 

Commonwealth  Ed 

19,389 

7.0 

1  J  A 
1  Z4 

1  ZZ 

First  Federal  Mich 

1  1,272 

! 

15 

15 

IBM 

57 

814 

1  o 

73 

Xerox 

19,299 

12.4 

l_i 

92 

Allied-Signal 

11,268 



-  1 

16 

16 

Bankers  Trust  NY 

56 

420 

IIS 

71 

"  i 

Texas  Commerce 

19,192 

-4.4 

126 

11^ 

|C  Penney 

11,188 

17 

17 

First  Interstate  Bncp 

55 

422 

13.1 

72 

80 

Loews 

19,024 

18.0 

127 

2  1  2 

Weyerhaeuser 

11,171 



18 

18 

Merrill  Lynch 

53 

013 

1  f\  1 
1  U.Z 

7} 

/  o 

Ofl 

yu 

Citizens  &  Southern 

18,757 

38.0 

1  lit 
1  ZO 

1  37 

Norstar  Bancorp 

1  1,132 

- 

19 

20 

Cigna 

50,016 

1  1  ii 

74 

/  4 

AO 

US  West 

18,747 

4.3 

1  Z  / 

1  1  A 

United  Technologies 

11,092 

20 

19 

First  Boston 

48 

618 

A  Q 
O.o 

7<; 

A7 

Ameritech 

18,739 

3.3 

1  3ft 

1  3A 

Boeing 

1  1 ,068 

21 

22 

Travelers 

16 

300 

1 1.2 

76 

71 

First  Wachov  ia 

18,690 

6 

131 

114 

Union  Pacific 

10,863 

22 

31 

Wells  Fargo 

44 

577 

i  1  S 

77 

74 

Meritor  Financial 

18,447 

7  S 

132 

1 23 

Philadelphia  Electric 

10,748 

Li 

L  1 

Mobil 

39,412 

—5  6 

78 

85 

Student  Loan 

18,232 

26.2 

1 33 

1  ^4 

CityFed  Financial 

10,728 

J 

24 

25 

First  Chicago 

39 

148 

n  7 

79 

flA 

(.k  ill  id 

18,046 

22.3 

1  3A 

1  ZO 

Valley  National 

10,715 

25 

23 

American  Tel  &  Tel 

38 

883 

3  O 

oil 

52 

Tenneco 

18,021 

-1 1.8 

i  3  s 

1  A  3 
1  DO 

Shawmut 

10,697 

j 

26 

29 

Ford  Motor 

ov  f 

20.2 

81 

46 

InterFirst 

17,986 

-18.5 

136 

98 

Burlington  Northern 

10,651 

27 

35 

Bear  Stearns  Cos 

56 

3A  1 
.54. 1 

oZ 

71 

Philip  Morris  Cos 

17,642 

1  2 

1  37 

11/ 

1  30 
loy 

fl'L  Croup 

10  6^ 

m 
£.0 

1 A 

ITT 

$5 

SOS 

—5  4 

83 

105 

Occidental  Petroleum 

17,467 

50.8 

1 38 

1 25 

K  mart 

10,578 

27 

Texaco 

$4 

940 

—7.3 

84 

82 

Republic  New  York 

1  7,465 

14.0 

1 39 

118 

Public  Svc  Enterprise 

10,578 

in 

O  / 

General  Electric 

$4 

591 

3n  o 

as 

1  1 i 
i  1  z 

Banc  One 

17,372 

60.5 

1  Aft 
14U 

Columbia  S&L 

10,223 

4 

31 

24 

Chevron 

i  i 

-11.1 

86 

75 

R|R  Nabisco 

17,019 

0.5 

141 

1 13 

Unocal 

10,133 

Til 
Zo 

Mellon  Bank 

?4 

499 

3  i 

H7 

0 1 

Lincoln  National 

16,244 

19.9 

1  A") 
14Z 

1  ^0 
1  Dy 

CrossLand  Savings 

10,096 

: 

11 

Bank  of  Boston 

$4 

045 

in  3 

oo 

87 

Transamerica 

16,182 

17.7 

1  A3 
14  5 

1  3J. 

Detroit  Edison 

9,998 

33 

Finl  Corp  of  America  33 

953 

JA  Q 

RO 

66 

Standard  Oil 

15,955 

-13.0 

144 

1  zy 

Comerica 

9,983 

35 

30 

Continental  Illinois 

$2 

809 

7  5 

90 

79 

PaineWebber  Group 

15,700 

-4.7 

145 

Centerior  Energy 

9,968 

36 

■ 

Morgan  Stanley 

29 

205 

S4.9 

91 

95 

First  Fidelity  Bncp 

15,170 

20.2 

146 

P6 

Boatmen's  Bancshare 

9,919 

37 

38 

First  Bank  System 

2,8 

011 

9.9 

92 

1 33 

Sovran  Financial 

14,952 

14.7 

147 

1 2 1 

Allied  Bancshares 

9.K64 

is 

JO 

Gt  Western  Financial 

27 

630 

o.D 

1  no 

CoreStates  Financial 

14,595 

31.7 

1  ah 

1  4o 

1  3fl 

1  jU 

Norfolk  Southern 

9752 

10 

34 

HF  Ahmanson 

27 

592 

1  3 
1  ,o 

OA 

74 

07 

Chrysler 

14,463 

14.9 

1  AO 
14  V 

1  3^ 

Kemper 

9,735 

40 

56 

NCNB 

27 

472 

J7,  1 

OQ 

1  A  3 

First  Executive 

14,384 

64  - 

1  Sft 
1  jU 

1  A7 

10/ 

Coast  S&L  Assoc 

9,725 

41 

36 

GTE 

402 

3,2 

96 

88 

Middle  South  Utils 

14,337 

5.0 

151 

157 

Imperial  Corp  of  Am 

9,597 

78 

First  Union 

26 

S20 

6 1 .9 

97 

99 

National  City 

14,107 

12.8 

152 

1 64 

Marvland  National 

9,513 

: 

A  3 
4  J 

41 

EI  du  Pont 

26 

733 

6.3 

98 

1 5 1 

Hartford  National 

13,879 

66.4 

153 

1 49 

US  Bancorp 

9.491 

1 

42 

BellSouth 

26 

2  is 

4.8 

99 

76 

First  City  Bancorp 

13,681 

-18.7 

154 

1 65 

Signet  Banking 

9,471 

2 

4  j 

58 

SunTrust  Banks 

26 

165 

100 

94 

Procter  &  Gamble 

13,650 

7.1 

155 

156 

United  Virginia  Bksh 

9,413 

46 

47 

EF  Hutton  Group 

2  5 

922 

19.2 

101 

107 

Continental  Corp 

13,623 

18.5 

156 

271 

Unisys 

9,409 

47 

43  Marine  Midland  Bank 

24 

790 

6.0 

102 

89 

American  Electric 

13,592 

-0.2 

157 

1  50 

Rainier  Bancorp 

9,216 

1 

4S 

40 

48 

Irving  Bank 

24 

233 

1 1 .9 

103 

96 

Southern  Calif  Edison 

13,245 

5  2 

158 

1 60 

Fireman's  Fund 

9  178 

. 

49 

40 

Amoco 

2  ) 

706 

— o.y 

1 U4 

Household  Intl 

13,207 

10.7 

159 

138 

Consolidated  Edison 

9, 1  1  1 

50 

50 

American  General 

22 

899 

1  U.iS 

1  fiQ. 
IV  J 

Gt  Am  First  Savings 

13,065 

59.1 

160 

■ 

Empire  of  America 

9,095 

51 

70  Bank  of  New  England 

22 

473 

26.2 

106 

100 

Eastman  Kodak 

12,896 

6.3 

161 

166 

Northern  Trust 

9,090 

: 

52 

62 

PNC  Financial 

22 

199 

18.2 

107 

131 

AmeriTrust 

12,882 

32.7 

162 

1  74 

KeyCorp 

9,073 

2 

53 

45 

MCorp 

21 

887 

-3.1 

108 

108 

CSX 

12,661 

10.2 

163 

142 

Society 

9,061 

54 

65 

USX 

21 

823 

L8.3 

109 

106 

Gulf  &  Western 

12,568 

9  I 

164 

i 

American  Brands 

9,056 

55 

51 

Nynex 

21 

805 

5.8 

110 

110 

Southeast  Banking 

12,46V 

12.8 

165 

141 

Houston  Industries 

9,028 

56 

53 

Atlantic  Richfield 

2 1 

604 

6.5 

111 

101 

Golden  West  Finl 

12,435 

2.5 

166 

147 

Dominion  Resources 

8,940 

57 

61 

CalFed 

21 

553 

1  3.4 

112 

86 

Phillips  Petroleum 

12,399 

-11.7 

167 

168 

USF&G 

8,936 

1 

58 

49 

Norwest 

2i 

539 

0.6 

113 

1 1 1 

Texas  Utilities 

12,318 

13.4 

168 

161 

Long  Island  Lighting 

8,844 

1 

59 

77 

NBD  Bancorp 

21 

176 

27.0 

114 

128 

Gibraltar  Financial 

12  2  4-' 

24  2 

169 

162 

UAL 

8,717 

1 

6(S 

Bell  Atlantic 

2 : 

091 

6.6 

115 

103 

Dow  Chemical 

12,242 

3.5 

170 

189 

General  Re 

8,677 

2 

■  Nor  on 
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navafion A  place 

space  where 
possible  dreams 
>/ne  true. 


Imagine  a  place  where  crystals 
with  flawless  symmetry.  Where 
Is  coalesce  into  alloys  of  unusual 
gth,  and  biological  research  cre- 
niraculous  new  medicines. 
The  location  is  Earth  orbit  in 
iid-1990s.  The  address  is  NASA's 
2  Station.  It's  here  that  the  tre- 
lous  potential  of  space  will  be 
led,  if  only  we  realize  the  irripor- 
:  of  supporting  the  Station's 
opment  today. 


Lockheed  is  a  principal  member 
of  the  teams  now  working  on  prelim- 
inary contracts  for  the  design  and 
fabrication  of  this  space  platform.  Its 
responsibilities  include  providing  the 
Station  with  power,  and  its  crew  with 
the  necessities  of  life.  Lockheed  is 
also  working  on  ways  to  service  the 
Station  and  its  instruments,  and  to 
build  a  scientific  laboratory  into  one 
of  its  modules. 

A  vantage  point  in  space  will 


reveal  natural  processes  that  cannot 
occur  in  any  lab  under  Earth  gravity. 
It  also  will  prompt  new  discoveries 
about  the  universe  around  us  and  the 
Earth  below. 

NASA's  Space  Station  is  an  idea 
whose  time  has  come.  Now  it's  time 
for  those  of  us  who  can  see  the  future 
to  help  make  it  come  true. 

^yiockheecf 

Giving  shape  to  imagination. 


tevens  McAleer  is  a  member  of  our 
Triple-A  Team.  That's  the  name  we  give  our 
research  staff  of  74  specialists  in  business,  govern- 
ment and  finance. 

It's  the  largest,  most  experienced  group 
in  the  municipal  bond  insurance  industry. 

And,  like  other  team  members,  Stevens  goes 
beyond  simply  analyzing  the  bonds  we  insure. 

For  instance. 

A  power  authority  was  about  to  launch  one  of 
the  largest  public  projects  ever. 

The  financing  was  complex. 

To  help  gain  an  advantageous  interest  rate  and 
solid  investor  confidence,  the  authority  wanted  its 
issue  insured  by  the  leader  in  the  industry. 

The  hitch:  review  and  approval  had  to  be  com- 
pleted in  less  than  three  days  to  take  advantage  of 
market  conditions. 

That  meant  Stevens  and  others  had  to  work  all 
hours— including  'round-the-clock  at  Christmastime 
—to  do  it.  And  they  did. 

What  does  all  this  mean  to  you? 

More  viable  bonds  for  issuers. 
More  valuable  bonds  for  buyers. 

As  a  municipal  bond  issuer,  you  enjoy  a  more 
favorable  interest  rate,  help  in  structuring  complex 
issues,  and  more. 

As  a  municipal  bond  buyer,  you  get  our  guar- 
antee that  principal  and  interest  will  be  paid  on  time 
and  in  full. 

And  all  our  bonds  enjoy  the  Triple-A  ratings 
from  Standard  &  Poor's  and  Moody's  that  we've 
earned  as  an  insurer. 

Municipal  Bond  Insurance  Association  began 
as  a  several  liability  association  in  1973.  In  1986 
MBIA  Corporation  was  formed  as  a  limited  liability 
corporation,  maintaining  the  same  experienced 
staff  and  high  standards.  The  bonds  mentioned 
above  were  insured  by  the  Association. 

For  more  information  call  914  681-1300. 
Or  write  us  at  445  Hamilton  Avenue, 
Box  788,  White  Plains,  NY  10602. 


Municipal  Bond  Investors 
Assurance  Corporation 


Corporation 


The  Forbes  Assets  500 


Rank 
1986  1985 

Company 

Assets 
($mil) 

Change 
over 
19X5 

Rank 
1986  1985 

Company 

Assets 

,    >  1  1  1  1  1 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

Assets 

ic,n:i\ 

171 

145 

Consumers  Power 

8,631 

0  2 

226 

206 

General  Public  Utils 

6,086 

-1.5 

281 

204 

Amerada  Hess 

4,914  - 

172 

180 

Goodyear 

8,6  1 0 

2 '..8 

227 

■ 

Reliance  Group 

6  079 

282 

■ 

M\~  a  i  \_orp 

4,nOfS 

173 

127 

Enron 

8,490 

14.2 

228 

208 

C  h  a  m  p  i  o  n  Intl 

A  HI  6 

1  s 

—  1  .z 

283 

■ 

Commercial  Credit 

4.K64  — 

174 

132 

Westinghouse 

8,482 

-  12.4 

229 

263 

iviarsnaii  ct  nsiey 

( l,  Ul  J  1 

^6  6 

284 

301 

First  Florida  Banks 

4,845 

175 

182 

(_  oca-Cola 

8,373 

21.4 

230 

230 

California  First  Rank 

5  996 

1  1  0 

285 

256 

United  Banks  of  Colo 

•4,mO' 

176 

■ 

Dime  Savings  Bank 

8,367 

2  6 

231 

1 96 

Texas  American  Bcsh 

5,986 

—6.7 

286 

322 

Ryder  System 

4,784 

177 

315 

1CH 

8,327 

118.5 

232 

225 

Federated  Dept  Stores 

S  982 

8  2 

2X" 

226 

Krait 

1  7  1 11 

178 

140 

Monsanto 

8,269 

-6.9 

233 

■ 

Atlantic  Financial 

5  979 

35  5 

288 

225 

Deere 

4,  /  4D 

179 

158 

Duke  Power 

8,227 

2.5 

234 

24X 

McDonald  s 

~ ,  Vuy 

.  rV.J. 

289 

253 

Entex 

1  711 

4,  '  4  I 

180 

178 

Manufacturers  Natl 

8,1  10 

16.2 

235 

261) 

First  American 

5  951 

Z*4  ..5 

290 

284 

Louisiana  Bancshares 

1  711 

4,  f  4  1 

1  O  1 

214 

PepsiCo 

8,029 

37.0 

236 

289 

Lockheed 

5,94.3 

42.0 

291 

2X7 

South  Carolina  Natl 

4,740 

182 

278 

United  Jersey  Banks 

X,UZ4 

17.6 

237 

236 

AmSouth  Bancorp 

5  94.3 

13  7 

292 

258 

IC  Industries 

A  7  1  5 

4,  '  1  <5 

183 

■ 

Texas  Air 

V   Ml  \i  1 

309.6 

238 

267 

Dominion  Bankshare 

5  9^  1 

76  3 

293 

a 

Henley  Group 

4,  OV  n 

184 

181 

Digital  Equipment 

7  OAA 
/  ,VOO 

15.2 

239 

376 

Combined  Intl 

5  90S 

84  8 

294 

2s] 

Motorola 

A  AKT 
4,  uoZ 

185 

193 

Capital  Holding 

f  ,  y  Z  3 

20.3 

240 

221 

First  Pennsylvania 

5  888 

4  2 

295 

262 

Bethlehem  Steel 

4  661 

1  Hi* 
1  ou 

170 

McDonnell  Douglas 

7.91  1 

8.8 

241 

244 

Johnson  &  fohnson 

r^,877 

1 5.3 

296 

29X 

PPG  Industries 

4,64  ] 

187 

169 

Ohio  Edison 

7  Oft  } 

8.4 

242 

274  Northeast  Savings  FA 

5  846 

30  1 

297 

305 

Eli  Lilly 

4,  TVO 

188 

232  First  of  America  Bank 

7  U7M 

47.8 

243 

243 

Anheuser-Busch  Cos 

S  N  34 

13  9 

298 

334 

Marriott 

4,  r>  f  y 

189 

209 

International  Paper 

7  u  1  w 
/  ,X4X 

30.0 

244 

261 

Safeco 

5  78") 

Z  1  .H 

299 

297American  Continental 

A  Z.1  z 

190 

152 

Coastal  Corp 

7  777 

-6.2 

245 

■ 

Talman  Home  Fedl 

5  708 

—5  8 

300 

3X1  Fin  Corp  Santa  Barbara 

A  ^^0 
4,  jjy 

101 

202 

Huntington  Bcshs 

7,718 

23.7 

246 

245 

Home  Group 

5,68 1 

1  1  7 

11.' 

301 

361 

Emerson  Electric 

4,558 

192 

172 

Michigan  National 

'  ,0 '  Z 

5  8 

247 

240 

Centerre  Bancorp 

5  665 

9  5 

302 

276 

General  Dynamics 

4  553 

193 

171 

Rockwell  Intl 

7  A~)0 

5  1 

248 

216  Columbia  Gas  System 

5  590 

—4  ' 

303 

293 

Banco  Popular  PR 

A   Z.1  Z, 

194 

200 

BayBanks 

'  ,  OZo 

21  7 

24'» 

2X3 

Old  Kent  Financial 

5  5.S  2 

29  1 

304 

311 

Central  Bancorp 

i  ;m 

4,  j  I U 

195 

1X3 

St  Paul  Cos 

7  A  ~l  7 

I  ,Ol  f 

10.6 

250 

235 

First  Tennessee  Natl 

r>  .55  6 

5.8 

305 

268 

Litton  Industries 

4,4o' 

196 

177 

Niagara  Mohawk  Pwr 

7,61 1 

8.5 

251 

259 

Western  S&L 

5,547 

1  5.4 

306 

.577 

Berkshire  Hathaway 

4,442 

197 

115 

Union  Carbide 

7^7  1 

-28.5 

252 

21! 

Carteret  Savings 

>,  Dh  1 

o.U 

507 

542 

AMAX 

1    J  LIU 

198 

195 

AMR 

7  528 

17.2 

253 

1  J.1 

PacifiCorp 

z  z  i  1 

J,Til 

7  X 

508 

First  Alabama  Bcshs 

199 

217 

Provident  Life  &  Ace- 

7,468 

28.5 

254 

198 

LTV 

1  1  o 

—  1  Z.V 

309 

a 

Benj  Franklin  S&L 

4,396 

200 

192 

Minn  Mining  &  Mfg 

7  348 

1  1.5 

255 

a 

Homestead  Financial 

■  Ann 
j  t  *\y  z 

i  7  n 

310 

a 

Kaufman  &  Broad 

4  375 

201 

144 

Beneficial  Corp 

7,267 

—  16.6 

256 

273 

First  Maryland  Bncp 

5,487 

22.1 

311 

290 

Baltimore  G&E 

4.  3^  I 

202 

220 

Chubb 

7  1  T  7 

'  ,  ZZ  ' 

25.4 

257 

239 

Florida  Federal  S&L 

5,465 

3.0 

312 

358 

First  Natl  Cincinnati 

4,368 

203 

190 

l  arolina  Power  &  It 

'  ,ZO  / 

8.3 

258 

264 

Illinois  Power 

Z  A  1  1 

1  c  1 
1^.1 

313 

355 

First  Jersey  Natl 

4,366 

204 

191 

State  Street  Boston 

7  l  on 

8.1 

25'' 

286 

Washington  Mutual 

-    jo  1 

77  7 

314 

302 

Perpetual  Savings 

1  in 

4,o.io 

205 

185 

Central  &  South  West 

7  1  ,1  1 

',141 

4.8 

260 

246 

Contel 

6. 1 

315 

496 

XWA 

i  ill 

206 

179 

Pennsylvania  P&L 

7, 139 

2.5 

261 

23X 

American  Can 

5,350 

2.6 

316 

458 

Conifer  Group 

4,305 

207 

194 

First  Wisconsin 

7,090 

y  s 

262 

252 

Commerce  Bcshs 

5,29,3 

7.5 

317 

211 

Teledyne 

4,305 

208 

184 

Baxter  Travenol  Labs 

7  MAU 

/,Uoo 

5  5 

263 

a 

Capital  Cities/ABC 

1  xu.x 

318 

391 

Time  Inc 

4,300  * 

209 

■ 

UNUM  Corp 

o,V.j  1 

22.3 

264 

27y 

Dayton-Hudson 

Z,  Ttfl 
S,ZoZ 

1  O  A 

319 

5  5^  Howard  Savings  Bank 

1   1  OA 

4 .  Zv4 

210 

213 

Florida  Natl  Banks 

A  U77 

15.0 

265 

272 

MCI  Communication 

C    1  ZQ 

D ,  Z  D  o 

1 6.6 

320 

412 

Hibernia 

4,Znn  * 

211 

203 

Meridian  Bancorp 

6,801 

9.2 

266 

231 

Texas  Eastern 

5,249 

— 2.7 

321 

285 

Transco  Energy 

4,257 

212 

201 

Hospital  Corp 

8.5 

267 

2  7  5 

Pfizer 

^ .  1  n4 

ID./ 

322 

317 

Equitable  Bancorp 

1  ")  Z.A 
4 ,  Z  D  4 

213 

197 

Alcoa 

A  7A7 

O,  '  O ' 

6.5 

268 

249 

Honeywell 

5,  ]  .39 

2  1 

323 

300 

No  States  Power 

4,Z4  / 

214 

186 

Mercantile  Bancorp 

A  ^  C  A 

-2.6 

269 

294 

First  Kentucky  Natl 

"i  12s 

Zo.o 

524 

592 

Trustcorp 

4  ^27 

215 

■  TCF  Banking  &  Saving 

A  ^  1  si 

IX.  2 

270 

215 

Greyhound 

5,122 

—  12.5 

325 

504 

NY  State  E&G 

1  1  1  z 

216 

20" 

Northeast  Utilities 

6,480 

5  4 

271 

255 

Georgia-Pacific 

5,1 14 

5  1 

-)ZO 

.52" 

SmithKline  Beckman 

4,222 

217 

251 

United  Financial 

A  /1A^ 

35.2 

272 

280 

Indiana  National 

1  A  2 

1  o.o 

327 

299 

Allegheny  Power 

i  inn 

218 

218 

Hewlett-Packard 

A  201 

o,oV  1 

10.8 

273 

254 

Merck 

5, 105 

4. 1 

328 

a 

AmeriFirst  Federal 

4,189 

219 

219 

United  Telecom 

A  3  70 

0,0  'y 

10.6 

274 

2  xx 

SouthTrust 

5,101 

21.2 

329 

404 

Wickes  Cos 

4, 1 86 

220 

205 

Union  Electric 

A  3  T  2 

0,oZo 

2.3 

275 

a 

Integrated  Resources 

5, 100 

141.6 

330 

328 

Bristol-Myers 

1  IOl 

4, 1  8j 

221 

210 

Caterpillar 

6,288 

4.5 

276 

■ 

American  Capital 

5,100 

55.0 

331 

360  American  Home  Prod 

4,175  ; 

222 

228 

Riggs  National 

6,253 

15.1 

277 

234 

First  Securitv 

5,080 

-4.1 

332 

347 

Central  Fidelity  Bank 

4  1  i7 

223 

a 

May  Dept  Stores 

6,.  )9 

5.3 

278 

277 

Bancorp  Hawaii 

5.0611 

14.0 

333 

329 

Marine 

4,130 

224 

266 

CenTrust  Sayings 

6,!  67 

27.8 

279 

295 

Pacific  Lighting 

5,020 

21.5 

334 

323 

Torchmark 

4,123 

225 

224 

Gulf  States  Utilities 

6 

10.1 

280 

344 

Delta  Air  Lines 

4,952 

39.3 

335 

364 

Pacific  First  Finl 

4,097  - 

■  No;  on  500  lisi  in  ly.ss 
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DEVILLE 

The  Contemporary  Spirit  of  Cadillac, 


At  Cadillac,  we  believe  today's 
luxury  cars  should  reflect  today's 
values.  The  newly  styled,  longer 
De  Ville  is  as  contemporary  as  it 
is  Cadillac.  This  six-passenger 
luxury  car  offers  renowned 
comfort  and  convenience, 
enhanced  by  leading-edge 
technology.  De  Ville  also  delivers 
a  smooth  ride  and  precise  driver 
control.  There's  even  an  Anti-Lock 
Braking  System  available. 

The  new  look  of  luxury. 

De  Ville  adds  the  distinction  of  a 
restyled  front  end  with  a  new, 
boider  grille  and  composite 
headlamps.  The  profile  assumes 
a  longer  silhouette.  And  new 
taillamps  complete  the  elegant 
update. 

'See  your  dealer  for  the  terms  and  conditions  of  this  new  limited  warranty. 


The  increasingly  rare  comfort  of 
full-size  room  for  six. 

How  can  a  luxury  car  this  effortless 
to  maneuver  still  accommodate 
six  adults  in  Cadillac  comfort? 
The  answer  is  a  front-wheel-drive, 
transverse-mounted  V8  engine. 
By  putting  the  engine  sideways, 
valuable  room  is  passed  along 
to  the  interior. 

Cadillac  touches  that  anticipate 
your  every  want. 

In  addition  to  its  six-way  power 
driver  seat  and  Electronic 
Climate  Control,  De  Ville  allows 
you  to  operate  the  stereo  radio 
and  other  conveniences  up  to 
10  minutes  after  you  turn  off  the 
ignition,  or  until  you  open  a  door. 


A  unique  blend  of  smooth  ride 
and  responsive  handling. 

With  four-wheel  independent 
suspension  and  Electronic  Level 
Control,  De  Ville  merges  a  silky 
ride  with  a  firm  feel-of-the-road. 
And  with  its  available  Anti-Lock 
Braking  System,  De  Ville  can  help 
take  the  panic  out  of  panic  stops. 

De  Ville's  new  6-year/60,000-mile 
warranty. 

Now  De  Ville  has  a  confidence- 
inspiring  6-year/60,000-mile 
warranty* 

Your  Cadillac  dealer  invites  you 
to  experience  the  car  that  defines 
luxury  for  today.  De  Ville,  the 
contemporary  spirit  of  Cadillac. 
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The  Forbes  Assets  500 


Rank 
1986  1985 

Company 

Assets 
(Smil) 

Change 
over 
1985 

% 

Rank 
1986  1985 

Com  pany 

Cvrnill 
.Mill 

Change 
over 
1985 

% 

Rank 
1986  1985 

Compa  n  v 

Assets 
,  5  m  m 

0 

3  $6 

229 

WR  Grace 

4,097 

-24.4 

i'>  1 

338 

Cooper  Industries 

3  a  nn 
o,4UU 

-6.5 

446 

461 

Centel 

2,888 

1 

291 

Kroger 

4,076 

-2  4 

392 

34H 

V  0 .3 

.3  370 

-4.0 

447 

■ 

' )  u  j  k  1  1  Oats 

1  uuu 

Z,ofto 

/. 

338 

.385 

Wal-Mart  Stores 

4,049 

30.5 

393 

425 

Trans  World  Airlines 

a  3.7fl 

.J,j/U 

217 

448 

462 

Whitney  Holding 

l,r>r>  1 

1 

339 

■ 

lames  River  Corp  Va 

4,040 

114.9 

394 

368 

Pennzoil 

.3  .369 

2.1 

449 

444 

North  Amer  Philips 

Z,ooO 

34U 

.312 

Duquesne  Light 

4,039 

4  8 

395 

395 

Walt  Disney 

.3  .368 

11.3 

450 

41.3 

Guarantee  Financial 

Z,n  / 

341 

442 

Ralston  Purina 

4,030 

51.9 

396 

497 

Gannett 

3, 366 

45.5 

451 

415 

Borg-W  arner 

2,853 

342 

307 

NCR 

4,01  5 

1.9 

397 

421 

Bank  South 

3  357 

20  4 

452 

459 

FW  Woolworth 

Z,o  3U 

343 

■  Tele-Communications 

4,008 

128.9 

398 

409 

National  Bcshs  Texas 

16,1 

453 

417 

Colgate-Palmolive 

Z,o'»7-0 

344 

.313 

Pillsburv 

3,980 

3.4 

399 

388 

Texas  Instruments 

0,00  1 

8.5 

454 

500 

Liie  Investors 

T  W/l  1 
Z,o*+  I 

■) 

345 

314 

No  Indiana  Pub  Svc 

3,943 

2.9 

400 

269 

Halliburton 

3  3^9 

i-  f, 

455 

405 

Colorado  Natl  Bkshs 

2  828 

3  1/. 

i46 

Scott  Paper 

.3,939 

12.0 

401 

38.3 

National  Medical 

3,310 

6.2 

456 

485 

Northeast  Bancorp 

2,824 

1 

347 

326 

TRW 

.3,909 

4.7 

402 

■ 

American  Family 

3  3m 

45,4 

457 

419 

|im  Walter 

■Jul] 

z,o 1  i 

348 

282 

H  illiams  Cos 

3,908 

-9.9 

403 

420  Farm  &  Home  Saving 

3  3rt  1 

17  9 

458 

■ 

Waste  Management 

1  7llC 

-) 

349 

451 

Merchants  National 

.3,902 

51.5 

404 

37s 

Zions  Utah  Bancorp 

3  TO 7 

o,  zy  1 

3  ' 

459 

495 

\\  ilmington  Trust 

1  77U 

Z,  '  '  O 

1 

350 

■ 

Lomas  &  Nettleton 

3,885 

97. S 

405 

341 

Sonat 

1  3  WW 

-7.9 

460 

455 

Wisconsin  Energv 

1  777 

L,f  (  f 

1C1 
i">l 

362 

Sara  Lee 

3,884 

1 5  4 

406 

■ 

Puget  Sound  Bancorp 

3,286 

19.3 

461 

400 

Public  Service  NM 

2,756 

352 

379 

First  Virginia  Banks 

3,881 

2  3  4 

407 

426 

Branch  Corp 

0,Z?S  I 

18.6 

462 

4  39 

Lnion  Camp 

~)  7  Z  1 

LttO\ 

353 

330 

Old  Stone 

?  s  "  6 

4.6 

408 

,380 

Citadel  Holding 

3  3  7/1 
o,Z  / 

4.3 

463 

■ 

Natl  Community  Bk 

1  7^n 
1,  tU 

i 

354 

324 

American  Natl  Ins 

3.7 

409 

407 

Sumitomo  Bank  Cal 

3  3  71 

12.5 

464 

■ 

Mead 

T  7T  1 

Z,  '  1 1 

■y 

335 

384 

Commerce  L'nion 

3,875 

24.4 

410 

4 1  If" 

H|  Heinz 

3  3  ?n 

o,Z  /U 

.  7 

465 

449 

Wang  Laboratories 

1  71/ 

z, '  lO 

353 

Abbott  Laboratories 

3,866 

1 1.5 

411 

411 

Deposit  Guaranty 

3,241 

13.2 

466 

488 

Geico 

2, 7 1 5 

1 

35" 

309 

American  Medical 

.3,862 

-0  3 

412 

365 

Enserch 

3  3  3  4 

-3.7 

467 

437 

Public  Service  NH 

1,  'Uo 

358 

340 

American  Savings 

.3,8.33 

6.1 

413 

390 

Pennbancorp 

3  3  3H 

5.0 

468 

441 

Kansas  City  P&L 

")  7m 
Z,  'KjL 

359 

319 

Consol  Natural  Gas 

3,826 

0.7 

414 

387 

San  Diego  G&E 

3  3  3  7 
o,ZZ  ' 

4  6 

469 

■ 

Apple  Bank 

z,oyy 

c 

360 

■ 

Coca-Cola  Enterpr 

3,8 1 1 

388.9 

415 

■ 

Warner  Comm 

3  3  3  3 

41.0 

470 

494 

Northrop 

_,oyy 

1 
1 

361 

332  New  England  Electric 

3,8 10 

3.4 

416 

371 

Kaiser  Alum  &  Chem 

3  21s 

—1.3 

471 

If- 

First  Columbia  Finl 

2,696 

362 

3,39 

lelferson-Pilot 

.3,805 

417 

316  United  Missouri  Bcsh 

3  3n a 

15.9 

472 

479  Great  Lakes  Fedl  S&L 

1  AO  1 

z,oy  1 

1 
I 

363 

336 

Archer-Daniels 

3  sill) 

4.0 

418 

443 

Farmers  Group 

a  1 07 

.3, 1  v  / 

20  5 

473 

433 

FMC 

T  AU A 

364 

467 

Monarch  Capital 

3, 795 

52.6 

419 

■ 

Southmark 

3  173 

80.9 

474 

389 

BancOklahoma 

1  A7  A 

z,o  f  4 

1 

365 

373 

Central  Bancshares 

16.6 

420 

,9  7 

Potomac  Electric 

3   1  A  7 
O,  1  (7  / 

4.9 

475 

482 

Firestone 

z,o  f  1 

1 
1 

366 

306 

Ashland  Oil 

3,767 

-4.5 

421 

468 

City  National 

3  142 

27.0 

476 

489 

Upjohn 

1 

367 

5*6 

No'yvestern  Natl  Life 

O,  /  op 

21.7 

422 

463 

Union  National 

3  1  30 

1  1 .3  V 

2^  ; 

477 

465 

Valley  Federal  S&L 

Z,DOZ 

368 

3  3" 

Reynolds  Metals 

3  ?no 

0, '  Uy 

1.7 

423 

■  Rochester  Community 

3   1  3  w 
6,  loo 

- : 

478 

■ 

MCA 

1 
1 

369 

349 

Kimberly-Clark 

3,676 

4.9 

424 

$98 

Utah  Power  &  Light 

3, 125 

3.5 

479 

44" 

Dauphin  Deposit 

3T0 

366 

USLife 

0,007 

10.3 

425 

4  36 

Dun  &  Bradstreet 

3  t  1  w 

16,6 

480 

453 

Fourth  Financial 

Z ,  D£r£* 

371 

359 

American  Cyanamid 

3,667 

7.7 

426 

331 

Kerr-McGee 

3,090 

—16.5 

481 

434 

Air  Prods  &  Chems 

2,641 

372 

399 

CPC  International 

21.0 

427 

382 

Dresser  Industries 

3  nu  3 

-1.2 

482 

■ 

( Jld  Republic  Int] 

1  All) 

i 
_ 

373 

320 

First  Commerce 

3,650 

-3.7 

428 

403 

Cincinnati  G&E 

3,066 

3.1 

483 

454 

Affiliated  Bkshs  Colo 

2,620 

374 

346 

American  Stores 

O,o4o 

3.7 

429 

452 

Mercantile  Bkshs 

0,100 

19,0 

484 

■ 

Libertv  National 

1  Ann 

■) 

3^5 

321 

Revlon  Group 

3,620 

-1.6 

4  so 

427 

First  Citizens  Bcshs 

3,032 

9.7 

485 

146 

Control  Data 

2,595 

-  1 

376 

$72 

First  Hawaiian 

3,610 

1 '  .4 

431 

4"-; 

Far  West  Financial 

.3,030 

24  9 

486 

466 

PHH  Group 

2,589 

3^7 

396 

Ethyl 

18.8 

432 

■ 

Triangle  Industries 

.3,028 

104.9 

487 

47,3 

Tribune 

2,589 

3^8 

350 

Florida  Progress 

3  :nn 

2.7 

433 

416 

Eaton 

3,025 

7  = 

488 

491 

Sunwest  Financial 

2,589 

379 

406 

Borden 

3,582 

22  2 

434 

250 

Panhandle  Eastern 

3,024 

39  - 

489 

457 

Scana 

2,575 

380 

394 

Western  Capital  Inv 

3,564 

"" 

435 

423 

Schering-Plough 

3,001 

-  2 

490 

475 

Gillette 

2,540 

381 

357 

Raytheon 

3,556 

a  3 
0.0 

^31) 

414 

Humana 

2,968 

A  W 

491 

.369 

Armco 

2,528 

-2 

382 

393 

Horizon  Bancorp 

5  552 

17.2 

437 

375 

US  Trust 

2,959 

-7.6 

492 

445 

Inland  Steel  inds 

2,527 

383 

318  Banks  of  Mid-America 

3,545 

-6.8 

43N 

464 

Society  for  Savings 

2  '4.S 

17.6 

493 

4^7So  N  England  Telecom 

2,525 

384 

370 

Boise  Cascade 

3,534 

8.1 

439 

429 

Campbell  Soup 

2,941 

7.0 

494 

476 

Dana 

2,525 

385 

270 

Diamond  Shamrock 

3,517 

-23.8 

440 

- 

Penn  Central 

2  933 

2.0 

495 

492 

Warner-Lambert 

2,516 

386 

428 

Fifth  Third  Bancorp 

3.  AQl 

26.5 

441 

431 

Times  Mirror 

3  030 
2,92y 

8.5 

496 

483 

Manville 

Z,0  lo 

387 

■ 

Commercial  Federal 

3,444 

20.1 

442 

456 

First  Empire  State 

2.919 

14.6 

497 

499 

First  Capital 

2,510 

388 

325 

Southland 

3,421 

-8.4 

443 

402 

Public  Service  Colo 

2,918 

-2.6 

498 

■ 

Oklahoma  G&E 

2,500 

389 

354 

Moore  Financial 

3,412 

-1.4 

444 

440 

Hercules 

2,914 

9.6 

499 

435 

Fluor 

2,489 

390 

352 

Cullep/Fiost  Bankers 

3,410 

-1.8 

445 

■ 

National  Distillers 

2,904 

43.8 

500 

■ 

BanPonce 

2,489 

1 
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HE  Let  yourself  go. 

-I  Ff^ANT      Head  for  Califor 
— i—  1—VJ/Vl  N  1    nias  unspoiled 

_  A  Pf-         Costa  Brava  coun- 

v-rf#YI  1—         try  and  the  new 

x>sta  Hotel  and  Spa;  to  liberate  body  mind,  and  spirit, 
e  challenged  by  two  luxuriant  18-hole  courses  that 
the  annual  MONY  Tournament  of  Champions  golf 
;ic.  Chase  down  a  lob  from  your  partner,  or  resident 
Pancho  Segura,  on  grass,  clay  or  all-weather  tennis 
|s,  Immerse  yourself  in  vast,  sparkling  pools  and 
-days-a-year  of  pure  southern  California  sunshine. 

Saturate  your  senses  with  the 
shameless  pampering  of  interna- 
tional fitness  and  beauty  experts  in 
the  world  s  most  complete  mens' 
and  womens'  spas.  Have  every  want 
fulfilled  with  the  gracious  attention 
of  three  employees  for  every  guest. 
Savor  the  culinary  masterpieces  of 


seven  brilliant  restaurants;  dedicated  to 
the  finest  offerings  from  roast  pheasant  to 
authentic  New  York  pastrami  on  rye.  And, 
after  dark,  revel  in  first-run  movies,  two 
piano  lounges,  and  orchestra  for  dancing. 

Then,  when  evening  wanes,  there  is 
the  comfortable  opulence  of  your  master- 
fully-decorated room  or  suite  for  a  night 
of  deep  serenity. 

Call  your  travel  agent  or  La  Costa  at  1-800-854-6564. 
And  ask  about  the  special  escape  plans  at  the  Elegant  Escape; 
90  minutes  south  of  Los  Angeles  and  35  minutes  north  of 

San  Diego.  Then,  come  experience  the 
exceptional,  the  rare,  the  remarkably- 
rewarding  new  La  Costa. 

Can't  get  away  to  La  Costa  right  now?  Let  La  Costa  come 
to  you  through  free  illustrated  brochure  or  VHS  or  Beta 
videotape  for  a  nominal  $5.00  handling  charge. 

Just  telephone  your  preference. 


LA  COSTA 

One  of  the  world's  two  great  resorts. 


FIRST  FORUM 


JOHNSCULLEY 

ON  BECOMING  COMPUTER  FLUENT 


At  the  turn  of  this  century, 
only  the  mechanically  inclined 
drove  horseless  carriages.  Today, 
millions  of  drivers  travel  inter- 
state highways  in  automobiles 
that  remind  them  to  fill  the  fuel 
tank. 

By  the  year  2000,  we'll  look 
back  on  the  1970s  as  the  horse- 
less carriage  days  of  computers. 

Desktop  computing  and 
telecommunications  are  con- 
verging at  a  rapid  pace.  An 
important  infrastructure  is 
emerging  that  will  change  the 
role  of  microcomputers  from 
enthusiast  machines  into  highly 
productive  communications 
workstations  for  the  office. 

Computer  connected  work- 
groups will  instantly  access  and 
share  information.  Global  net- 
works will  permit  awesome 
gains  in  productivity.  From  the 
executive  suite  to  the  assembly 
line,  desktop  publishing  with 
laser  printers  will  enhance  the 
form  and  flow  of  reports,  pro- 
posals and  documents. 


The  gains  of  new  technology 
will  alter  the  very  nature  of 
business  when  the  use  of  the 
computer  within  and  between 
organizations  becomes  as  com- 
monplace as  using  the  telephone. 
For  such  radical  change  to  occur, 
the  applications  of  technology 
will  have  to  be  intuitive,  inter- 
active and  invisible  to  everyone 
from  company  presidents  to 
secretaries. 

Today,  hardware  and  soft- 
ware are  the  obvious  costs  of 
using  computers  for  productivity 
gains.  Less  apparent,  however,  is 
the  expense  of  teaching  em- 
ployees how  to  use  new  software 
as  it  becomes  available.  Few 
companies  will  be  able  to  justify 
a  separate  staff  to  continually 
train  and  retrain  employees  to 
use  new  programs.  Yet  breaking 
this  roadblock  to  learning  is 
a  task  that  software  can  be 
designed  to  perform. 

The  priority  therefore,  must 
be  to  make  using  the  computer 
as  easy  as  making  a  telephone 
call.  For  we  will  not  become  a 
computer  fluent  society  until  the 
technology  infrastructure  is  in 
place  and  very  transparent  to 
most  of  us. 


At  Fi  rst  Ch  icago,  easy-to- 
software  to  enhance  performa 
and  productivity  of  global  casj 
management  operations  is  a  reg 

First  Window™  provides 
microcomputer  access  to  our 
array  of  electronic  cash  manag 
ment  innovations.  Instant  on-{ 
balance  information  is  preserr 
in  spreadsheet  formats  you  ere 

FirstManager™  automatic 
initiates  wire  transfers,  transnri 
trade  documents  and  reconcil 
bank  statements.  It  also  helps  nr 
age  short-term  debt,  investme 
and  foreign  exchange  position 

First  Chicago  will  tailor 
today's  technology  to  your  nee 
Train  your  staff.  And  structure 
obsolescence  to  keep  your 
system  decades  beyond  soft- 
ware's "Model  T"  era. 

Scott  Bates,  senior  vice 
president  of  First  Chicago's 
Cash  Management  Sales  Grouj 
will  help  you  make  the  micro-' 
computer  a  vehicle  to  gain  a 
business  advantage. 

Call  Scott  at  312-732-2193 
He'll  be  speaking  your  languag 

FIRST  CHICAGO 

The  First  National  Bank  of  Chica 


d  CI  -f  Executive  Officer  of  Apple  Computer,  Inc. 


The  Forbes  Market  Value  500 


The  bull  market  pushed  the  combined 
market  value  of  this  500  list  to 
$1.8  trillion. 


B 


lue  chips  did  well  last  year.  As 
of  Dec.  31,  1986  the  combined 
market  value  of  the  U.S.'  500 
most  valuable  companies,  measured  by 
common  stock  in  public  hands,  was 
$1.8  trillion,  up  14.3%  from  the  previ- 
ous year.  That's  better  than  the  12.5% 
gain  in  the  Wilshire  5000  index  of  stock 
price  performance. 

There  are  several  reasons  why  The 
Forbes  Market  Value  500  total  had  a  larger  gain  than  the 
average  share  of  stock.  One  is  that  large  companies  have  been 
doing  better  than  small  ones,  and  there  are  a  lot  of  small  ones 
that  last  year  were  holding  back  performance  of  the  Wilshire 
5000.  Another  is  that  mergers  can  boost  the  500s  total  when 
they  are  paid  for  with  stock.  Wells  Fargo  shot  up  from  $1.3 
billion  to  $2.7  billion  in  part  because  it  issued  more  shares  to 
buy  Crocker  National  Bank. 

Many  mergers,  of  course,  have  a  reverse  effect  on  the 
combined  market  value  of  outstanding  stock.  When  GE 
bought  RCA  last  year,  it  took  RCA's  common  out  of  circula- 
tion but  didn't  issue  more  of  its  own  shares.  The  elimination 


Rank 
1986  1985 

Company 

Market 
value 
(Smil) 

Change 
over 
1985 

% 

1  1 

IBM 

72,71  1 

-24.0 

2  2 

Exxon 

50,329 

25.0 

3  3 

General  Electric 

39,207 

18.2 

4  4 

American  Tel  &  Tel 

26,800 

0.2 

5  5 

General  Motors 

20,932 

-5.9 

of  RCA  ($5.4  billion  in  last  year's  i 
ing)  created  a  vacuum  filled  this  ye 
Millipore  (number  500  with  only 
million  in  market  value). 

Also  affecting  the  market  value 
is  the  fad  for  share  buybacks,  wi 
continues  despite  rising  share  pu 
Repurchases  were  done  to  fend  off  t 
over  artists  or  to  boost  per-share  prt 
IBM  bought  back  $1.5  billion  won 
its  stock,  Exxon,  $800  million,  American  Express,  $860 
lion.  All  told,  mergers  and  share  repurchases  took  $131 
lion  out  of  the  equity  market  last  year,  Salomon  Brol 
estimates.  Only  $65  billion  returned  via  sales  of  new  shi 
Merck,  Digital  Equipment  and  Minnesota  Mining  &.  Ml 
factunng  moved  into  the  top  20  this  year.  The  loss  oi 
atrice,  which  went  private,  removed  some  $5  billion  in  ■ 
tahzation  from  the  Market  Value  500. 

To  be  consistent  with  the  three  other  rankings — by  s 
profits  and  assets — this  list  uses  market  values  on  Dec 
1986.  For  current  stock  prices,  see  The  Forbes  500s  on 
Street  beginning  on  page  232. 


Winners 

Losers 

The  largest  increase  in  market  value 

The  largest  decrease  in 

market  value 

Rank 

1986 

1985 

Company 

Market 
value 
(Smil) 

Change 
over 
1985 

% 

Rank 

1986 

1985 

Company 

Cha 

Market  o\ 
value  9 
[$mil] 

367 

■ 

Texas  Air 

1,267 

322.8 

468 

IV 

Intergraph 

959  -52 

285 

■ 

Tyson  Foods 

1,743 

197.9 

168 

"4 

Union  Carbide 

2,873  -4C 

139 

361 

Genentech 

3,270 

185.6 

272 

133 

Humana 

1,864  -3« 

382 

■ 

Reebok  International 

1,235 

176.0 

279 

161 

MCI  Communication 

1,781  SI 

489 

■ 

Seagate  Technology 

908 

i6;  o 

270 

149 

Wang  Laboratories 

1,876  -31 

■  Not  on  500  list  in  1985 
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The  watch  that  won't  show 
the  passing  of  time. 

Scratchproof  midnight  blue  links,  interspersed  with 
18  kt.  gold,  form  the  band  of  the  new  Rado® 

Anatom.®  Anatomically  curved  to  fit  your  wrist, 
^    the  case  top  and  crystal  are  scratchproof,  too. 
The  result:  a  watch  that  won't  show 
the  passing  of  time.  But  will,  of  course, 
measure  each  second  with  the 
precision  of  watersealed  Swiss 
quartz  technology.  Available 
for  men  and  women. 
Rado  Watch  Company,  Inc., 
1 140  Avenue  of  the  Americas, 
New  York,  NY  10036. 
(212)  575-0920. 


RADO 

Switzerland 


The  Forbes  Market  Value  500 


Rank 
1986  1985 

(  ompany 

Market 
value 

1  (mill 
,-'11111 

C  hange 
over 
1985 

% 

ft 

6 

El  du  Pont 

20, 1 58 

23.4 

7 

8 

DCliMiutn 

1  ?S,.MV7 

T)  ft 

ZZ  ,o 

8 

20 

Philip  Morris  Cos 

i  7  hoa 

fsl  1 

OZ.  1 

9 

26 

Merck 

1  A  WO  7 
1  o,  rs v  / 

75  8 

10 

7 

Amoco 

1 6  684 

4  2 

j  J 

1  j 

Mobil 

1 6,400 

32.8 

12 

10 

Chevron 

l    ^7 2 

iy.u 

13 

16 

Eastman  Kodak 

1  Q  AQ7 
13, 4W 

jj.O 

14 

9 

Sears,  Roebuck 

1 1  070 

15 

18 

Ford  Motor 

1  A  AA  1 
]  4, no  1 

10  ft 

16 

17 

Coca-Cola 

14,534 

33.7 

17 

39 

Digital  Equipment 

1  3  AO  2 

71  n 

i  l.U 

18 

19 

Bell  Atlantic 

l.j,4o  1 

ZO.j 

19 

22 

Minn  Mining  &  Mfg 

Z/.D 

20 

31 

Wal-Mart  Stores 

lo,  1  ZZ 

•40. D 

21 

23 

Nynex 

12,998 

\  1  5 

22 

13 

Procter  &  Gamble 

1  7  SiAA 
1  Z,oOO 

1  u.u 

23 

24 

tj  1  fc 

n  oil  I 
1  Z,K4  1 

\  i  ft 

24 

21 

Ameritech 

1  7  AH.7 
1  Z,OU  / 

Z  1 .0 

25 

40 

KJK  NaDlSCO 

17  227 

26 

12 

American  Express 

1 1, 190 

3.6 

27 

29 

Bristol-Myers 

11   Q  1  7 
1  l,o  1  I 

ZV.Z 

28 

14 

Standard  Oil 

11    ^  SI  O 

— u.v 

29 

30 

Pacific  Telesis 

11   A  A  2 

i  1 ,4oo 

Zo.Z 

30 

27  American  Home  Prod 

i  i  Ann 

ZU.Z 

31 

25 

Johnson  &  Johnson 

1 1,343 

1 7.9 

32 

32 

Southwestern  Bell 

11    7  7  1 

1  1  ,ZZ  1 

33 

41 

Dow  Chemical 

1 1, 1 89 

A  1  Z 

34 

28 

Hewlett-Packard 

in  7r  I 

1U,  /  3 1 

1  T  / 

lo.o 

35 

15 

Atlantic  Richfield 

in  /  ci 

lU,CO  1 

7  1 

36 

36 

Abbott  Laboratories 

10,441 

27.7 

37 

42 

Eli  Lilly 

10,325 

32.8 

38 

33 

US  West 

10,259 

21.1 

39 

54 

Pfizer 

l  n  nA^ 
1  U,Uoo 

Z 1 .0 

40 

37 

American  Intl  Group 

O  07A 

9,9  /  o 

22.8 

41 

46 

Pacific  G&E 

8,927 

32.3 

42 

43 

Texaco 

8,692 

Z  1  .0 

43 

50 

Dun  &  Bradstreet 

7  ooo 

ZD.D 

44 

45 

Westinghouse 

7,942 

16.0 

45 

38 

Boeing 

7,929 

46 

44 

McDonald's 

.7,704 

1 1 .2 

47 

68 

ITT 

7  ZA  A 
1 ,344 

4 1 .0 

48 

60  Southern  Calif  Edison 

7,348 

27.4 

49 

64 

|P  Morgan 

7,341 

3 1 .0 

50 

48 

Citicorp 

7,294 

14.2 

51 

52 

Southern  Company 

7,230 

20.8 

52 

57 

Anheuser-Busch  Cos 

7,024 

20.0 

53 

$5 

Allied-Signal 

6,996 

-14.6 

54 

62 

Commonwealth  Ed 

6,868 

20. 1 

55 

49 

PepsiCo 

6,768 

6. 1 

56 

51 

Kraft 

A  A  7 D 
O,0/O 

0.4 

57 

54 

Union  Pacific 

6,535 

10.5 

58 

67 

Rockwell  Intl 

6,399 

19.8 

59 

86 

Kellogg 

6,394 

49.2 

60 

55 

Aetna  Life  &  Cas 

6,349 

7.5 

Rank 
1986  1985 

Company 

Market 
value 
(Smil) 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

Market 
value 
(Smil) 

CI 

61 

56 

FniPTdiii  Flpntrip 

1    II,  1    1  >l'll     1    1  1.  L  1  1  1  I. 

6  084 

3.3 

116 

92 

1      i  1  i  ■  r  1 1  i  1  1  i  r 

VJlLI|lllldl 

3  966 

62 

58 

SmithKline  Beckman 

6,049 

3.5 

117 

1  10 

Merrill  Lynch 

3,951 

63 

66 

United  Technologies 

6,001 

11.6 

118 

71 

Burlington  Northern 

3,929 

64 

99 

Limited 

5,993 

60.0 

119 

176 

International  Paper 

3,927 

65 

105 

Waste  Management 

5,981 

65.1 

120 

97 

AMP 

3,905 

66 

102 

\t  nn  S3  n  t  n 

'I'lll^rll'LII 

5  941 

62.1 

121 

127 

Gulf  &  Western 

3  894 

67 

87 

Squibb 

5,900 

37.9 

122 

119  Federated  Dept  Stores 

3,883 

68 

61 

Xerox 

5,859 

1.7 

123 

104 

Tandy 

3,824 

69 

82 

K  mart 

5,853 

51  4 

124 

146 

General  Mills 

3,803 

70 

63 

Sun  Company 

5,849 

4.1 

125 

169 

Masco 

3,795 

71 

47 

Qa  Inmnn 

JdlUIIIUII 

5  834 

-9.5 

126 

i  r-, 

Marriott 

3  788 

72 

72 

Gannett 

5,826 

18.5 

127 

1  52 

Dow  Jones 

3,773 

73 

90 

Upjohn 

5,822 

40.6 

128 

123 

Campbell  Soup 

3,699 

74 

73 

General  Re 

5,707 

17.4 

129 

143 

Unisys 

3,692 

75 

103 

Walt  Disney 

5,641 

54.3 

130 

130 

Kimberly-Clark 

3,671 

76 

59 

Tenneco 

5  619 

131 

155 

American  Cyanamid 

3  581 

77 

75 

Consolidated  Edison 

5,585 

In  9 

132 

144 

Tovs "R"  Us 

3,579 

78 

118 

USX 

5,574 

69.7 

133 

150 

Sara  Lee 

3,577 

79 

88  Public  Svc  Enterprises 

5,429 

30.3 

134 

9  s 

Teledvne 

3,530 

80 

157 

May  Dept  Stores 

5,422 

102.6 

135 

162 

Borden 

3,451 

81 

91 

)C  Penned 

5  406 

30.7 

136 

122 

Lockheed 

3  288 

82 

76 

Chrysler 

5,345 

13.2 

137 

173 

CPC  International 

3,272 

83 

70 

Norfolk  Southern 

5,333 

4.2 

138 

196 

Browning-Ferris  Inds 

3,271 

84 

80 

American  Electric 

5,322 

16.4 

139 

361 

Genentech 

3,270 

[| 

85 

85 

HI  Heinz 

5,289 

22.3 

140 

208 

Borg-Warner 

3,268 

86 

108 

Ralston  Purina 

5  236 

46.1 

141 

166  Central  &  South  West 

3  246 

87 

89 

Raytheon 

4,982 

19.6 

142 

148 

Berkshire  Hathaway 

3,235 

88 

94 

Weyerhaeuser 

4,929 

23.4 

143 

131 

Federal  Express 

3,234 

89 

134 

American  General 

4,713 

55. 1 

144 

171 

Bankers  Trust  NY 

3,175 

90 

83 

Loews 

4,710 

6.0 

145 

191 

Quaker  Oats 

3,159 

91 

106 

American  Brands 

4  669 

29.4 

146 

174 

AMR 

3  150 

92 

53 

Santa  Fe  Southern 

4,650 

-21.4 

147 

126 

Unocal 

3,097 

93 

137 

Schering-Plough 

4,620 

53.6 

148 

117 

Fort  Howard  Paper 

3,096 

94 

109 

Duke  Power 

4,581 

28.0 

149 

185 

Carolina  Power  &  Lt 

5,095 

95 

78 

Motorola 

4,567 

-1.5 

150 

■ 

Centerior  Energy 

3,076 

96 

1  1  1 

Occidental  Petroleum 

4,530 

31.6 

151 

ln|] 

Texas  Instruments 

3,021 

97 

93 

Texas  Utilities 

4,498 

9.1 

152 

1  59 

Archer-Daniels 

5  016 

98 

139 

Marsh  &  McLennan 

4,488 

50.0 

153 

240 

Fedl  Natl  Mortgage 

3,006 

')<) 

79 

CSX 

4,486 

-2.7 

154 

223 

Deluxe  Check 

3,006 

100 

^4 

Travelers 

4,452 

1.7 

155 

154 

CBS 

2,988 

101 

136 

PPG  Industries 

4  351 

43.9 

156 

124 

Alcoa 

2  949 

102 

77 

Cigna 

4,324 

-7.1 

157 

201 

Union  Electric 

2,936 

a 

103 

142 

Capital  Cities/ABC 

4,324 

48.2 

158 

153 

Melville 

2,929 

104 

129 

Philadelphia  Electric 

4,278 

38.6 

159 

192 

Ohio  Edison 

2,921 

• 

105 

96 

Time  Inc 

4,220 

8.2 

160 

158 

Pillsbury 

2,920 

106 

lO7 

Warner-Lambert 

4  210 

17.1 

161 

224 

New  York  Times 

2  9ii 

j 

107 

116 

Baxter  Travenol  Labs 

4,165 

25.2 

162 

141 

General  Dynamics 

2,908 

108 

120 

Dominion  Resources 

4,158 

28.9 

163 

101 

MCA 

2,908 

109 

95 

NCR 

4, 147 

5.2 

164 

183 

Champion  Intl 

2,897 

110 

81 

Dayton-Hudson 

■  4,138 

-7.2 

165 

138 

McDonnell  Douglas 

2,890 

111 

112 

FPL  Group 

4,112 

20.3 

166 

230 

Pacific  Lighting 

2,889 

! 

112 

100 

Times  Mirror 

4,093 

10.2 

167 

14~ 

Chase  Manhattan 

2,880 

113 

115 

Goodvear 

4,065 

20.3 

168 

74 

L  nion  Carbide 

2,873 

-A 

114 

152 

Georgia-Pacific 

3,972 

45.2 

169 

182 

Colgate-Palmolive 

2,862 

2 

115 

135 

Houston  Industries 

3,966 

30.5 

170 

204 

Gillette 

2,830 

: 

Not  on  500  list  in  1985.    NO  Not  comparable 
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Introducing  the  only  $5,500*  car  en- 
leered  like  a  Subaru,  the  Subaru  Justy. 

It's  reliable,  durable  and  built  to  last. 

What's  more,  the  Justy  offers  a  range 
standards  including  front  wheel  drive, 
iurprisingly  roomy  interior  and  a  heri- 


tage of  customer  satisfaction.  Not  to  men- 
tion a  9  valve,  3  cylinder  engine  that's  as 
powerful  as  it  is  economical  (38  mpg  city, 
41  hwy).** 

Of  course,  we  wouldn't  be  doing  the 
Justy  justice  if  we  left  out  another  reason 


A 


to  'buy  one:  the  car  is  truly  fun  to  drive. 

So  think  about  it.  Why  spend  your 
disposable  income  on  a  disposable  car 
when  you  can  put  your  money  into  a 
much  more  lasting  investment,  the  new 
Subaru  Justy. 


lesied  'etaii  price  Dealers  actual  price  may 
Price  does  not  include  dealer  prep,  inland 
portation.  taxes,  license,  and  title  fees 
Est  Mpg  tor  comparisons  Your  actual  mile- 
mil  probably  be  less 


Inexpensive.  And  built  to  stay  that  way. 


The  Forbes  Market  Value  500 


Rank 
1986  1985 

Company 

Market 
value 
(Smil) 

Change 
over 
1985 

Rank 
1986  1985 

Company 

Market 
value 
($mjl) 

Change 
over 
1985 

% 

Rank 
1986  1985 

Company 

Market 
value 
i$mil) 

Ch 

O' 

1' 

171 

258 

Marion  Laboratories 

2,824 

66.7 

226 

211 

Southland 

2,27.3 

8.6 

281 

347 

Westvaco 

1,766 

i 

172 

24.3 

Pitney  Bowes 

2,821 

54.0 

227 

220 

AZP  Group 

2,272 

12.2 

282 

221 

Enron 

1,754 

-i; 

173 

184 

Warner  Comm 

2,807 

21.7 

228 

179 

BankAmerica 

2,266 

-5.5 

283 

253 

Morton  Thiokol 

1,75.3 

174 

.32.3 

[ames  River  Corp  Va 

2,788 

107.9 

229 

189 

Tribune 

2,256 

-0.3 

284 

328 

Wisconsin  Energy 

1,752 

3; 

175 

164 

Pennzoil 

2,775 

5.0 

230 

263 

Allegheny  Power 

2,251 

35.2 

285 

■ 

Tyson  Foods 

1,743 

p.1 

176 

207 

Hercules 

2,772 

29.5 

231 

27.3 

American  Can 

2,249 

39.6 

286 

335 

Boise  Cascade 

1,741 

;> 

177 

178 

McGraw-Hill 

2,760 

14.1 

232 

251 

Tele-Communication 

2,236 

31.2 

287 

262 

Combined  Intl 

1,736 

i 

178 

168 

Continental  Corp 

2,737 

5.6 

233 

271 

Hershey  Foods 

2,221 

37.6 

288 

397 

Gt  Northern  Nekoosa 

1,720 

6: 

179 

.324 

Wells  Fargo 

2,72.3 

103.3 

234 

238 

Contel 

2,177 

1.5.0 

289 

267 

NCNB 

1,714 

180 

205 

Pennsylvania  P&L 

2,720 

27.0 

235 

266 

No  States  Power 

2,158 

30.2 

290 

218 

American  Stores 

1,711 

181 

195 

Sterling  Drug 

2,718 

21.5 

236 

209 

Eaton 

2, 1  56 

2.4 

291 

313 

Mead 

1,710 

: 

182 

172 

USF&G 

2,709 

8  8 

237 

,318 

HF  Ahmanson 

2,1  58 

56  5 

292 

285 

NY  State  E&G 

1,696 

183 

210 

Consol  Natural  Gas 

2,699 

28.6 

238 

167  Niagara  Mohawk  Pwr 

2,130 

-18.2 

293 

346 

Bank  of  Boston 

1,695 

51 

184 

114 

Honeywell 

2,698 

-20.5 

239 

227 

Martin  Marietta 

2,122 

8.4 

294 

284 

Torchmark 

1,694 

185 

202 

Middle  South  Utils 

2,685 

23.5 

240 

198 

Chemical  New  York 

2,115 

-4.7 

295 

462 

Nordstrom 

1,690 

9i 

186 

151 

Phillips  Petroleum 

2,683 

-2.6 

241 

309 

Gt  Western  Financial 

2,095 

50.7 

296 

249 

National  Medical 

1,681 

—4 

187 

175 

Security  Pacific 

2,681 

9.9 

242 

272 

VF 

2,086 

29.3 

297 

27,5 

Hilton  Hotels 

1,672 

■  J 

188 

180 

Farmers  Group 

2,673 

13.8 

243 

298 

Banc  One 

2,081 

39.6 

298 

296 

Holiday 

1,663 

1 

189 

193 

Knight-Ridder 

2,667 

18.8 

244 

264 

PNC  Financial 

2,061 

23.9 

299 

301 

Barnett  Banks  Fla 

1,656 



1- 

190 

226 

Baltimore  G&E 

2,664 

35.5 

245 

214 

Penn  Central 

2,061 

0.8 

300 

2"2 

GenCorp 

1,653 



191 

247 

First  Union 

2,657 

50.5 

246 

325 

Polaroid 

2,059 

53.8 

301 

319So  N  England  Telecom 

1,649 

2 

192 

2.3.5 

Northeast  Utilities 

2,635 

38.4 

247 

199 

Lincoln  National 

2,05.5 

-7.3 

302 

286 

Geico 

1,647 

193 

250 

UAL 

2,621 

49.4 

248 

165 

WR  Grace 

2,041 

-22.7 

303 

3.31 

Centel 

1,617 

Z 

194 

206 

Automatic  Data 

2,601 

21.5 

249 

337 

Beclon  Dickinson 

2,009 

58.9 

304 

■ 

Morgan  Stanley 

1,614 

195 

279 

Ryder  System 

2  588 

62.2 

250 

237 

Cooper  Industries 

2,003 

5.8 

305 

469 

Republic  New  York 

1,606 

:  196 

235 

SunTrust  Banks 

2,583 

35.7 

251 

291 

Washington  Post 

2,001 

31.4 

306 

276 

Price  Co 

1,601 

< 

197 

225 

IC  Industries 

2,582 

31.3 

252 

■ 

Coca-Cola  Enterpr 

1,995 

NA 

307 

306 

Utah  Power  &  Light 

1,597 

198 

140 

Halliburton 

2,582 

-13.6 

253 

239 

Air  Prods  &  Chems 

1,995 

5.6 

308 

■ 

Home  Shopping 

1,595 

199 

317 

Apple  Computer 

2,541 

85.5 

254 

398 

VI  ay  tag 

1,992 

18.4 

309 

357 

Oklahoma  G&E 

1,571 

200 

233 

FW  Woolworth 

2,527 

31.6 

255 

255 

Walgreen 

1,991 

15.1 

310 

288 

First  Chicago 

I  568 

201 

289 

Student  Loan 

2,521 

65.2 

256 

268 

USG 

1,979 

20.7 

311 

303 

Dana 

1,556 

202 

187 

United  Telecom 

2,513 

10.3 

257 

190 

Amerada  Hess 

1,973 

-12.8 

312 

229 

Deere 

1,553 

203 

212 

Kroger 

2,51  1 

20.1 

258 

302 

Florida  Progress 

1,970 

36.6 

313 

2oo 

Capital  Holding 

1,549 

204 

245 

Whirlpool 

2,51  1 

58  7 

259 

358 

Food  Lion 

1,966 

69.8 

314 

330  New  England  Electric 

1,523 

1- 

205 

234 

Textron 

2,510 

31.1 

260 

244 

First  Wachovia 

1,953 

7.7 

315 

307 

Mellon  Bank 

1,523 

206 

232 

Union  Camp 

2,503 

28.7 

261 

203 

Household  Intl 

1,937 

-10.7 

316 

448 

Tandem  Computers 

1,518 

• 

207 

170 

TRW 

2,489 

-2.6 

262 

295 

Illinois  Power 

1,927 

28  5 

317 

505 

Dover 

1,509 

208 

128 

Hospital  Corp 

2,486 

-19.6 

263 

278  Columbia  Gas  System 

1,924 

20.2 

318 

538 

Kemper 

1,509 

i{ 

209 

■ 

Henley  Group 

2,477 

NA 

264 

188 

Litton  Industries 

1,910 

- 1  5  8 

319 

.5  5  2 

General  Cinema 

1  506 

t 

210 

113 

Intel 

2,473 

-27.2 

265 

308 

ConAgra 

1,901 

34.9 

320 

428 

|im  Walter 

1,501 

211 

228 

Cray  Research 

2,449 

25.4 

266 

231 

Mfrs  Hanover 

1,896 

-2.7 

321 

-i  54 

Brunswick 

1,500 

6 

212 

186 

First  Interstate  Bncp 

2,445 

6  5 

267 

281 

Winn-Dixie  Stores 

1,894 

20.6 

322 

426 

LIN  Broadcasting 

1,476 



5( 

213 

163 

Corning  Glass  Works 

2,442 

-7.8 

268 

293 

San  Diego  G&E 

1,892 

25.5 

323 

364 

Scana 

1,476 

214 

213 

PacifiCorp 

2,434 

18.2 

269 

200 

Avon  Products 

1,885 

15  0 

324 

312 

Dresser  Industries 

1,466 

215 

181 

Detroit  Edison 

2,421 

4.0 

270 

149 

Wang  Laboratories 

1,876 

51  9 

325 

419 

NWA 

1,457 

4 

216 

248 

Rohm  &  Haas 

2,406 

36.7 

271 

304 

Newmont  Mining 

1,872 

3 1 .0 

326 

381 

Citizens  &  Southern 

1,455 

217 

177 

RR  Donnellev 

2,386 

-1.8 

272 

133 

Humana 

1,864 

-38.8 

327 

257 

Panhandle  Eastern 

1,454 

-1$ 

218 

197 

Transamerica 

2.371 

6.6 

273 

2^7 

St  Paul  Cos 

1,861 

16.2 

328 

373 

Bank  of  New  England 

1,451 

31 

219 

256 

Ethyl 

2,366 

38.3 

274 

404 

Liz  Claiborne 

1,850 

77.8 

329 

241 

Texas  Eastern 

1,448 



220 

282 

Delta  Air  Lines 

2,336 

49.3 

275 

216 

Northrop 

1,829 

-10.5 

330 

354 

First  Bank  System 

1,448 

it 

221 

2!5 

Fireman's  Fund 

2,327 

13.9 

276 

395 

Ashland  Oil 

1,820 

70.9 

331 

385 

Albertson's 

1,436 

5: 

222 

254 

Chubb 

2,302 

33.1 

277 

265 

Super  Valu  Stores 

1,807 

8.7 

332 

496 

Sovran  Financial 

1,424 

i 

223 

270 

Potomac  Electric 

2,296 

40.9 

278 

283 

Safeco 

1,805 

15.7 

333 

290 

American  Standard 

1,423 

-< 

224 

242 

Scott  Paper 

2,285 

24.3 

27<) 

161 

MCI  Communication 

1,781 

-32.8 

334 

408 

Tucson  Electric 

1,423 

a 

225 

219 

Genuine  Parts 

2,285 

12.6 

280 

342 

Rubbermaid 

1,776 

42.3 

335 

392 

General  Public  Utils 

1,422 

3,: 

■  Not  on  500  list  in  1985.    NA:  N( 

t  avail. ill 
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Hyattfatrcxluces 


Of  Frequent 
TMer  Programs 


With  a  Hyatt  Gold  Passport  membership, 
you  will  finally  get  the  very  special  treatment 
you  deserve.  Along  with  the  generous  travel 
awards  you  expect. 

Hyatt  Gold  Passport8"' offers  you  more  than 
twenty  innovative  personal  services,  including 
Five-Minute  Express  Check-inf  exclusive 
members-only  rooms,  complimentary  access  to 
health  club  facilities.  And  a  Hyatt  Morning 
Expresssv  breakfast  that's  delivered  to  your 
room  within  ten  minutes,  or  it's  free. 

What's  more,  your  Hyatt  Gold  Passport 
personal  profile  enables  us  to  consistently 
serve  your  individual  needs  at  over  125  Hyatt 
Hotels  and  Resorts  worldwide. 


Exclusive  services  are  just  the  beginning.  As 
you  stay  at  Hyatt,  earn  points  that  entitle  you  to 
Regency  Club®  and  suite  upgrades,  free  Hyatt 
stays  including  sumptuous  dining,  even  a  ten- 
day  dream  holiday  at  any  Hyatt  in  the  world 
including  air  awards  from  Gold  Passport  partners. 

All  of  this  for  an  annual  fee  of  just  twenty- 
five  dollars.  And,  when  you  enroll,  you'll 
immediately  receive  a  special  award— up  to 
$500  in  discounts  on  accommodations,  airfares 
and  car  rentals. 

The  Hyatt  Gold  Passport  Frequent  Traveller 
Program.  More  than  a  program,  it's  our  way  of 
life.  It's  also  the  standard  by  which  all  others 
will  forever  be  judged. 


HYATT©HOTELS  &  RESORTS" 

For^burGoldPassport  Membership,  Call  1-800-54-HYATT. 

Check,  uitb  llyutl  fiir  cnm/Me  terms  ami  vwulitiom  f //At'  (ioljrl  litss/jbrt  fttigmm  ©  /  W  // 1  .///<<>//  > 


The  Forbes  Market  Value  500 


Rank 
1986  1985 

Compan\ 

Market 
value 
Mini 

Change 
1985 

Rank 
1986  1985 

Companv 

Market 
value 

iSmill 

Change 
over 
1985 

336 

390 

Armscrons  World  Ind 

.  12 

39 1 

4  ■. 

C  incinnati  G&.E 

1  196 

217 

3/1/1 

Mercantile  Stores 

:  : 

22  6 

392 

■ 

Fleer  Financial 

69 Jt 

338 

363 

Viacom  International 

.  -  - 

2-1  * 

39  3 

177 

American  Natl  Ins 

.  . 

S3 

139 

435 

CoreStates  Financial 

-15.4 
 — ' 

394 

179 

Dillard  Dept  Stores 

1,179 

7  -J 

340 

300 

!ntl  Flavors  &.  Frags 

1,400 

—5.5 

395 

43k 

Bau->ch  i<  Lomb 

.  .  77 

22.8 

341 

252 

Zavre 

-19  3 

10/. 
3v0 

Bank  of  New  York 

*  J7 

Temple-Inland 

.  ■ 

3!  7 

J97 

- 

Parker-Hannifin 

1,164 

- 

J43 

3 10 

Roadwav  Services 

1,386 

-0  1 

398 

261 

FMC 

.  . 

-   .  . 

344 

■ 

Consumers  Power 

1,375 

I  - : 

399 

412 

C  onsol  Freightwavs 

1.15k 

.  -  - 

}45 

366 

Public  Service  NM 

1  363 

400 

437 

H&R  Block 

1 . 1 54 

20.3 

346 

311 

Jefferson-Pilot 

1  361 

-1.9 

4U  1 

NBD  Bancorp 

.  7 : 

14 

260 

Kerr-McGee 

402 

■ 

Amdahl 

.  .  - 

■ : 

348 

336 

Clorox 

1  352 

403 

115 

Perkin-Elmer 

.  : -: 

-  .  '•  - 

349 

269 

Diamond  Shamrock 

!  344 

404 

45- 

Burlington  Inds 

1, 132 

i-  7 

350 

Square  D 

1  343 

40  5 

339 

Weis  Markets 

1,131 

-9.8 

351 

■ 

UNUM  Corp 

-: 

NA 

406 

■ 

Louisiana-Pacific 

1  129 

43.C 

}74 

417 

Sysco 

1    ; ; 

: 

407 

■ 

Nav  istar  Intl 

1.125 

109.0 

353 

391 

McKesson 

!  334 

24  7 

408 

-  i 

Long  Island  Lighting 

:  ::; 

26.6 

354 

468 

Illinois  Tool  Works 

1  129 

;  " 

409 

Consolidated  Papers 

.  .__ 

-3. 7 

355 

First  Boston 

410 

396 

Ingersoll-Rand 

1.118 

5.1 

350 

Portland  General 

1,32-5 

411 

Norwest 

357 

\  ukan  Materials 

28  i 

412 

■ 

Service  Corp  Intl 

1,1 10 

19  6 

358 

369 

Tektronix 

1  313 

17.8 

413 

127 

Alexander  Alex 

1.10s 

-16  5 

359 

National  Distillers 

1  306 

219 

414 

464 

Commerce  Clearing 

1,09h 

23  9 

360 

GAF 

.  1  - 

25  1 

415 

.  - ; 

Arkla 

361 

TECO  Energy 

33  3 

11/. 
4  1  6 

National  Service 

1 5.2 

362 

Brown-Forman 

i  297 

30.4 

417 

■ 

Prime  .Motor  Inns 

1  095 

35. K 

363 

■ 

Telerate 

1  295 

713 

418 

First  Executive 

1.092 

2-  7 

364 

American  Medical 

!  2^: 

-2-1  2 

419 

4  32 

Golden  \\  est  Finl 

.  v 

12.8 

365 

326 

General  Signal 

1,269 

-4.7 

420 

Jh6 

Control  Data 

28.7 

366 

393 

Southwestern  Pub  S\c 

]  - 

18  7 

44  1 

♦  zn 

Stanlev  \\  orks 

.  15 

:.  - 

36" 

■ 

Texas  Air 

1  2*7 

122  8 

422 

lohnson  C  ontrols 

1,082 

368 

■ 

Alexander  St  Baldwin 

:  262 

58.8 

423 

■ 

Medtronic 

- 

77  4 

369 

■ 

Gap 

1.262 

1291 



424 

401 

Nalco  Chemical 

1,075 

2.6 

ro 

■ 

Mapco 

425 

Firestone 

1  .U  4 

1  3  A 

J/  J 

Beneficial  Corp 

1,258 

.  5  . 

4ZO 

Puset  Sound  P&.L 

1,074 

3"2 

\\  H  Grainger 

•  -  ~~ 

1 3.3 

427 

Harcourt  Brace 

■ 

373 



■ 

Microsoft 

1  254 

NA 

428 

352 

Coastal  Corp 

-9  4 

3"4 

378 

Bear  Stearns  Cos 

1,254 

14  7 

429 

■ 

Commercial  Credit 

1.059 

NA 

175 

■ 

National  City 

1 ,25 1 

78.2 

430 

494 

DPL 

1,058 

26.3 

Lubrizol 

431 

■ 

CR  Bard 

3"" 

Petrie  Stores 

1,239 

.  . 

432 

479 

Snap-on  Tools 

1.057 

23  3 

178 

■ 

Affiliated  Pubs 

1.239 

-  : 

433 

Transco  Energv 

1.056 

379 

L  S  Tobacco 

;  238 

27.8 

434 

Yellow  Freight  Svs 

1,056 

2"  5 

380 

,.- 

EF  Hutton  Group 

1,2  36 

14.0 

435 

■ 

Taft  Broadcasting 

1,054 

-; 

181 

J76 

Harris  Corp 

430 

314 

Sonat 

1,052 

-23  5 

382 

Reebok  International 

1,135 

1 

4  3" 

Interco 

.  ;: 

4.0 

383 

42 

Tambrands 

1,227 

22  ■ 

438 

American  Famil\ 

-•• 

26  2 

384 

362 

Homestake  Mining 

1  226 

7.3 

4  39 

■ 

\nadarko  Petroleum 

1.03S 

NA 

385 

Drevfus 

::  - 

440 

Ravchem 

. 

-4.3 

• 

Greyhound 

• 

441 

■ 

\\  illamette  Ind*. 

!,035 

387 

FretDort-McMoRan 

1  219 

442 

490 

ICH 

1,032 

22.4 

388 

394 

Rite  Aid 

1,218 

14.1 

443 

436 

Lowe's  Cos 

1  030 

7  4 

389 

413 

sherwin-U  illiams 

1,218 

19.5 

444 

49  3 

Ha-.bro 

I.027 

22  6 

390 

387 

North  Amer  Philips 

.  :  ; 

11.8 

445 

--: 

Crown  Cork  &  Seal 

.  2" 

■  Nut  oil  5<)0  list  in  19H5.    NA  NcH  availablc 

Rank 
1986  1985 

Companv 

Market 
value 

,Smir 

(  h 
1* 

440 

Luckv  Stores 

44T 

Combustion  Eni 

1.023 

-< 

44S 

Beverly  Enterprises 

. ' 

- 

449 

466 

Shared  Medical  Svs 

1,019 

450 

483 

Delmarva  Power  is  Lt 

1,006 

451 

Emhart 

452 

415 

Sundstrand 

999 

453 

■ 

Charming  Shoppes 

997 

— 

454 

■ 

Harttord  National 

991 

4 

455 

■ 

BF  Goodrich 

988 

470 

L'SAir  Group 

45" 

■ 

IMS  International 

-  % 

" 

458 

3"4 

Public  Service  Colo 

9*2 

459 

4-3 

Telex 

079 

460 

■ 

Rouse 

21 

1 A 1 
40  1 

\\  endv  s  Intl 

_3 

462 

167 

Natl  Semiconductor 

463 

■ 

First  Fidelitv  Bncp 

970 

464 

■ 

Pall 

969 

. 

405 

4H7 

Macmillan 

969 

\\  m  \\  riglev  |r 

967 

- 

40" 

■ 

Carter  Hawlev  Hale 

962 

7 

468 

21" 

Intersraph 

959 

-5 

469 

■ 

Central  III  Pub  Svc 

• :  t 

- 

470 

■ 

PaineM  ebber  Group 

y-»4 

_171 
4  1 

Boston  Edison 

472 

■ 

Black  Decker 

473 

444 

Subaru  of  America 

943 

4^4 

■ 

Molex 

4"5 

■ 

Echlin 

■ 

476 

Kansas  Power  &.  Light 

- 

477 

■ 

Kansas  Ga*.  &.  Elec 

933 

4"8 

4-)  1 

Nor-tar  Bancorp 

931 

-4 

4T9 

m 

Stone  Container 

927 

480 

467 

Cincinnati  Financial 

40 1 

Enserch 

925 

482 

US  Shoe 

i 

483 

Provident  Lite  Act 

920 

484 

476 

Loral 

920 

485 

148 

Avnet 

450 

*+o  1 

Communitv  Psvch 

48T 

145 

Fluor 

91 1 

-2 

4ss 

- 

E-Sv  stems 

909 

iVi 

■ 

Seagate  Technolosv 

-.  - 

!  * 

490 

■ 

Castle  &.  Cook 

491 

■ 

Hillenbrand  Inds 

492 

■ 

Ipalco  Enterprises 

2 

493 

49: 

Shonev 's 

903 

494 

A  M  AX 

199 

495 

455 

Supermarkets  General 

- 

496 

Duquesne  Light 

■  - 

49" 

■ 

Bowater 

498 

Great  AN.P  Tea 

499 

■ 

Idaho  Power 

S92 

! 

500 

■ 

Millipore 

sss 

4 

FORBES  APRIL  27,  I 


Introducing 
a  new  personal  computer 

that  does  something 
no  other  portable  this  small 

can  do. 


Everything. 


It  simply  works  better 


COMPAQ. 


ttPAQPC*  ABLE 
repn  ■  is  the  most  power 
:e  ever  to  fit  in  a 

:.rnaj.L  What  makes 
it  remarkable  is  that  we  sacri- 
ficed nothing  to  accomplish  this 
feat.  It's  the  world's  smallest  full- 
function  personal  computer  with 
all  the  advanced  capabilities 
you'd  expect  to  find  in  a  high- 
performance  desktop  computer. 


At  18  pounds,  and  half  the  size  of 
our  original  portable,  it  is  clearly 
the  ultimate  in  portable  comput- 
ing today. 

It  features  advanced  12-MHz 
80286  technology  that  enables 
you  to  run  programs  written  for 
8-MHz  personal  computers  up  to 
50%  faster  without  sacrificing 
compatibility.  And  it  offers 
enough  RAM  to  satisfy  even  the 


most  demanding  users.  It  con* 
with  640  Kbytes  standard  and 
expandable  to  6.6  Megabytes 
without  touching  one  of  its  tw< 
attachable  full-size  expansion 
slots.  Plus  it  offers  an  optional 
20-  or  40-Megabyte  high-speed 
internal  fixed  disk  drive.  So  no 
you  don't  have  to  resort  to  exte 
nal  add-on  drives  that  make  pc 
tability  difficult. 


It  feels  like  we  le 
new  COMPA 


Ne  didn't  stop  there.  Notice 
ull-size  standard  keyboard 
a  numeric  keypad.  The 
stry-standard  5V4-inch  disk- 
irive  compatible  with  the 
)f  the  business  world.  The 
;ize,  adjustable  640  x  400 
•resolution  plasma  display, 
h  conveniently  provides  text 
;raphics  on  one  screen.  Even 
)tional  internal  modem. 


With  the  COMPAQ 
PORTABLE  III,  there  are  simply 
no  trade-offs.  Using  ingenious 
methods  to  streamline  the  tech- 
nology, like  surface -mounting 
chips  on  boards,  we  combined 
full-functionality  with  enhanced 
portability.  Which  reaffirms  the 
status  of  Compaq®  as  the  world 
leader  in  portable  personal 
computers. 


rnething  out  of  the 
3RTABLE  III. 


Quarterly  Profits 

mMMm 


ittachable  2-slot  Memory  expansion  20-Mb  or  40-Mb 
nsion  unit  up  to  6.6  Mb  drive 


8-MHz  80287  coprocessor 


• 

9 

t 

e 

fj 

tyout  keyboard 


640  X  400  high-resolution  plasma  display 

11*  I 


Shock 
mounts 


Optional  internal  modem       Switchable  1 10  or  220V 

power 


Protective  drive  frame 


LED  indicators 

Optional  leather 

carrying  case 

7     1  f  ' 

Home     I  T 

n 

Br 

6 

1       1  2 

3 

PgDn 

0 

1 

in  interfaces  for  adding  peripherals 


Numeric  keypad 


Real-time  clock 


5'/4-inch  1.2-Mb 
diskette  drive 

comma 


It  simply  works  better 


rtal  >le  cod  sputer  har- 
nesses as  much  power,  speed, 
readal'.'liiv,  memory,  storage, 
and  built-in  industry-standard 
features  as  the  new  COMPAQ 
PORTABLE  III. 

Most  other  portables  and 
laptops  use  much  slower  micro- 
processors. Most  don't  offer 
high-resolution  displays  or  ex- 
pansion slots.  Many  don't  offer 


high-capacity  fixed  disk  drives. 
And  not  one  offers  the  rugged, 
patented  shock-mounting  tech- 
nology that's  so  important  for 
the  survival  of  a  portable 
computer. 

Their  diskette  drives'are 
usually  3V2"  drives  which  make 
it  impossible  to  use  industry- 
standard  5lA"  diskettes. 
Compaq,  on  the  other  hand, 


uses  industry-standard  fixed 
disk  drives.  And  our  drives 
maximize  compatibility  wit! 
your  desktop  personal  com- 
puters, so  you  don't  have 
to  transfer  your  data.  Plus,  on 
detachable  full-size  keyboard 
doesn't  force  you  to  use  one 
that's  small  and  cramped. 

Not  one  of  our  competitor 
can  rival  our  memory  and  stoi 


It  feels  like  the  othe 


They  di 


m 


;  capacity.  The  most  RAM 
ters  offer  is  2.6  Megabytes, 
lich  looks  very  small  next  to 
r  6.6  Megabytes.  Storage  is 
other  story.  The  internal  stor- 
:  capacity  of  all  our  major 
npetitors  put  together  can't 
aal  the  storage  capacity  of  a 
gle  COMPAQ  PORTABLE  III. 
:  even  offer  an  attachable, 
rtable  expansion  unit,  with 


two  full-size  industry-standard 
slots  so  you  can  add  features  of 
your  own. 

It  stands  to  reason  that  if  our 
competitors  had  included  some 
of  the  features  we  offer,  chances 
are  they  would  no  longer  be  por- 
tables. This  might  be  why 
Compaq  sells  more  portable 
computers  than  any  other  com- 
pany in  the  world. 


ft  something  out 


The  new  COMPAQ  PORTABLE  III 
is  actually  half  the  size  of  our  first 
portable.  It's  also  the  fastest  porta- 
ble computer  in  the  world  today. 

With  a  processing  speed  of 
12  MHz,  its  80286  microprocessor 
is  noticeably  superior  to  most 
advanced-technology  desktops.  But 
processing  speed,  as  most  serious 


business  users  know,  is  only  one 
facet  of  high  performance. 

The  greatest  limiting  factor 
of  total  system  performance  is 
the  speed  of  disk  drives.  The  fixed 
disk  drives  in  the  COMPAQ 
PORTABLE  III  are  three  times 
faster  than  most  others,  with  an 
average  access  time  of  less  than 


30  milliseconds.  We  also  built  ir 
high-speed  RAM.  Together,  the: 
enhancements  work  with  the 
high-speed  processor  to  avoid 
system  bottlenecks,  thereby  ma 
imizing  information  flow.  You 
can  even  add  an  8-MHz  80287 
coprocessor  to  accelerate  math- 
intensive  work.  So  now  there's 


We  run  even  faster  sine 


5  wait,  with  less  weight. 
The  COMPAQ  PORTABLE  III 
tie  most  advanced  portable  in 
world  and  offers  the  sophisti- 
id  user  features  normally  asso- 
ted  with  desktops.  As  with 
r  computer  we  design,  we 
ke  your  needs  our  blueprint, 
npaq  gives  you  more  function- 


ality, versatility,  power,  memory, 
storage,  and  performance  to  go. 

Through  innovative  design 
and  engineering,  we've  built  even 
more  into  an  even  smaller  pack- 
age. So  once  again,  Compaq  has 
set  a  precedent,  a  standard  by 
which  all  other  portable  comput- 
ers will  be  judged. 


e've  lost  a  few  pounds. 


It  simply  works  better 


We  obviously  designed  the 
COMPAQ  PORTABLE  III  for  the 
open  road.  But  what  makes  it 
exceptional  is  that  it  can  also 
hold  its  own  on  a  desktop.  Its 
speed,  memory,  and  storage  ca- 
pacity help  it  outperform  most 
desktop  PC's.  As  an  executive 
power  tool,  it  can  handle  your 
biggest  spreadsheets  and  largest 
data  bases.  And  its  ability  to  net- 
work and  communicate  with 


mainframes  will  also  surprise  you. 

So  perhaps  it's  not  surprising 
that  the  COMPAQ  PORTABLE 
III,  like  all  of  our  portables,  isn't 
just  for  people  who  are  going 
places.  It's  also  for  those  who 
appreciate  a  footprint  that's 
nearly  50%  smaller  than  the 
average  desktop  computer.  This 
built-in  versatility  proves 
Compaq  always  has  a  better 
handle  on  personal  computing. 


See  the  new  COMPAQ 
PORTABLE  III  on  a  desktop 
near  you— at  one  of  over  3000 
Authorized  COMPAQ  Compute 
Dealers  worldwide. 

For  more  information 
or  the  dealer  nearest  you,  call 
1-800-231-0900  and  ask  for 
Operator  31.  In  Canada,  call 
416-449-8741,  Operator  31. 

©1987  Compaq  Computer  Corporation. 
All  rights  reserved.  Printed  in  the  U.S.A. 


This  COMPAQ  PORTABLE  III 
is  so  busy  in  the  office, 
it  doesrit  get  out  much. 


It  simply  works  better 


The  Forbes  500s-Jobs  and  Productivity 


Continued  cutbacks  in  employment  are  mak- 
ing the  largest  companies  more  productive. 
How  productive?  This  report  shows  the  sales 
and  profits  per  employee. 


I  his  new  industry-by-industry  report  ranks  all  Forbes 
500s  corporations  on  profits  per  employee.  Here's  how 
to  find  a  firm.  First  check  the  address  tables  beginning  on 
278.  The  first  industry  group  listed  for  a  company  in  the 
ess  table  tells  where  to  find  a  particular  firm  in  the 
uctivity  report.  For  instance,  the  principal  industry  shown 
lllsbury  (p.  314)  is  "Food  processor-branded  foods." 
lr  data  show  that  Pillsbury  is  way  behind  Kellogg,  the 
ts-per-employee  leader  in  branded  foods.  Each  of  the 
DO  employees  who  work  for  Kellogg  accounts  for  over 
,900  in  sales.  More  important,  the  Battle  Creek,  Mich, 
il  manufacturer  earns  SI 8,500  for  each  person  on  staff, 
above  that  of  its  competitors.  For  branded  food  compa- 
the  weighted  average  profits  per  employee  is  $5,300. 


The  biggest  employers 

Worldwide  employment  is  up  slightly  at  four  of 
the  five  largest  U.S. -based  corporate  employers. 

Rank 

1986     1985  Company 

Employees 
l000) 

Change 
over 
1985 

1 

1      General  Motors 

876.0 

8.0% 

2 

2      Sears,  Roebuck 

475.7 

3.0 

3 

3  IBM 

404.5 

1.1 

4 

4      Ford  Motor 

382.3 

3.5 

5 

5      American  Tel  &  Tel 

327.3 

-6.9 

-Per  employee  iSOOOT— 


Employees 


-Per  employee  (S000)- 


Employees 


Company 

Profits 

Sales ( 

rank) 

Assets 

rank) 

(000) 

SPACE  &  DEFENSE 

Loral 

7.8 

93.6 

99.3 

12) 

7.3 

Singer 

6.4 

63.9 

r 

47.7 

(13) 

27.0 

FMC 

5.8 

113.2 

(4) 

101.3 

ID 

26.5 

Boeing 

5.6 

137.9 

(1) 

93.4 

(3) 

118.5 

Rockwell  Intl 

5.2 

101.4 

[7] 

62.4 

(81 

122.2 

Lockheed 

4.4 

111.2 

(5) 

64.4 

(7) 

92  4 

E-Systems 

4.3 

80.1 

(131 

44.3 

(15) 

14  2 

Allied-Signal 

4.3 

83.9 

(HI 

80.2 

(5) 

140.5 

Martin  Marietta 

2.9 

67.9 

H6| 

35.3 

117) 

70.0 

Sundstrand 

2.8 

89.3 

19! 

87.2 

(4) 

16.1 

McDonnell  Douglas 

2.7 

124.9 

(2) 

78.0 

(6) 

101.4 

TRW 

2.5 

70.3 

(14) 

45.5 

(14) 

85.9 

Harris  Corp 

2.4 

68.5 

[15) 

61.0 

(9) 

29.1 

Grumman 

2.4 

105.2 

(6) 

60.1 

(10) 

32.7 

Northrop 

0.9 

1 19.7 

(3) 

57.6 

(12) 

46.9 

United  Technologies 

0.4 

82.8 

(12) 

58.6 

(11) 

189.2 

General  Dynamics 

-0.5 

86.2 

(10) 

44.1 

(16) 

103.2 

Industry  average 

3.0 

96.3 

64.6 

■RANSPORT-FREIGHT 

Federal  Express 

—2.2 

85.4| 

NA 

66.6 

NAI 

34.0 

Industry  average 

-2.2 

85.4 

66.6 

RANSPORT-PASSENGER 

USAir  Group 

6.8 

127.6 

? 

149  } 

(2) 

14.4 

AMR 

5.2 

113.1 

16) 

141.5 

(3) 

53.2 

Rank  Company 

Profits 

Sales  ( 

rank)  Assets 

rank) 

(000) 

3            Delta  Air  Lines 

5.0 

115.9 

(4) 

127.1 

(4) 

39.0 

4       Piedmont  Aviation 

3.9 

101.5 

18' 

93.5 

(9) 

18.4 

5  NWA 

3.5 

161.2 

(1) 

194.2 

HI 

22.3 

6                   Texas  Air 

0.6 

67.8 

(9) 

123.1 

(5) 

65.0 

7  UAL 

0.1 

105.7 

(7) 

100.2 

(7) 

87.0 

8    Trans  World  Airlines 

-3.9 

114.6 

(5| 

122.8 

(61 

27.4 

9                      Pan  Am 

-20.1 

131.7 

(2) 

95.1 

[8] 

23.1 

Industry  average 

0.6 

107.6 

122.8 

APPAREL  MANUFACTURER 

1              Liz  Claiborne 

33.8 

319.0 

(11 

131.6 

HI 

2.6 

2  VF 

3.2 

(3) 

44.7 

12] 

41.0 

3  Interco 

:  l 

^4 : 

2 

37.4 

(3] 

47.0 

Industry  average 

3.5 

54.3 

43.4 

APPLIANCES 

1  Maytag 

9.6 

141.3 

(2) 

71.9 

(21 

12.2 

2  Whirlpool 

7.1 

142.0 

ID 

78.0 

HI 

28.2 

3           Black  &  Decker 

1.3 

81.6 

(4) 

71.6 

(3) 

22.1 

4     North  Amer  Philips 

1.3 

88.7 

(3) 

56.5 

(4) 

51.1 

5       Zenith  Electronics 

-.3 

54.1 

(5) 

35.3 

(5) 

35.0 

Industry  average 

2.7 

93.9 

59.1 

AUTOMOBILES  &  TRUCKS 

1       Subaru  of  America  100.1 

2130.3 

HI 

586.3 

(1) 

0.9 

2  Chrysler 

12.2 

196.3 

(4) 

125.7 

(3) 

115.1 

3                Ford  Motor 

8.6 

164.1 

(6) 

98.6 

(6) 

382.3 

4  Paccar 

6.5 

213.9 

12) 

128.6 

(2) 

8.4 
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Rank 


Company 


 Per  employee  ($000)  

Profits      Sales  (rank)  Assets  (rank) 


Employees 
(000) 


Rank 


Company 


 Per  employee  ($000)  

Profits      Sales  (rank)  Assets 


rank) 


Emplc 
(00| 


General  Motors  3.4 


117.4    (8)      82.7    (81  876.0 


Navistar  Intl  -0.5 


211.9    |3)     111.7  (4) 


15.9 


BANKS-NORTH  CENTRAL 


7 

Mack  Trucks 

-2.9 

148.0 

(7) 

87.7 

(7)  • 

11.6 

8 

American  Motors 

-4.3 

164.6 

15) 

105.8 

(5) 

21.0 

Industry  average 

5.4 

140.0 

91.7 

AUTOMOTIVE  PARTS 

1 

Snap-on  Tools 

10.2 

104.7 

(3) 

82.3 

(3) 

6.4 

2 

PPG  Industries 

8.7 

128. 4 

ID 

127.2 

(1) 

36.5 

3 

Echlin 

4.8 

80.6 

(6) 

71.9 

(4) 

10.9 

4 

Colt  Industries 

4.7 

84.8 

[5) 

60.1 

(6) 

19.1 

5 

Borg-Warner 

2.5 

40.9 

17) 

34.5 

(7) 

82.6 

6 

Dana 

2.3 

98.3 

(4) 

67.2 

(51 

37.6 

7 

Cummins  Engine 

-5.0 

108.2 

(2! 

93.4 

(2) 

21.3 

Industry  average 

3.3 

80.4 

67.5 

BANKS-MID- ATLANTIC 

1 

PNC  Financial 

25.4 

210.9 

12) 

2379.8 

(2) 

9.3 

2 

Wilmington  Trust 

21.5 

166.5 

(7) 

1754.9 

(6) 

1.6 

3 

Corestates  Financial 

19.8 

185.7 

(5) 

1949.4 

(4) 

7.5 

4 

Dauphin  Deposit 

1  o  0 
iv.z 

164.9 

(8) 

1739.1 

(7) 

1  .D 

5 

Riggs  National 

18.6 

232.1 

(1) 

3257.0 

(1) 

1.9 

6 

Fidelcor 

17.9 

198.8 

(3) 

2208.1 

(3) 

5.2 

7  Natl  Community  Bank 

17.4 

127.1 

(22) 

1695.2 

(9) 

1.6 

8 

Maryland  National 

16.0 

171.7 

(6) 

1663.5 

(10) 

5.7 

9 

Mercantile  Bkshs 

16.0 

119.1 

(23) 

1237.7 

(24) 

2.5 

10 

Midlantic 

15.5 

135.6 

(20) 

1630.8 

(12) 

7.3 

11 

Signet  Banking 

15.5 

163.1 

(9) 

1701.7 

(8) 

5.6 

12 

Central  Fidelity  Bks 

14.9 

136.0  (19) 

1481.2  (17) 

2.8 

13 

United  Virginia  Bksh 

14.1 

148.2 

(11) 

1614.5 

(14) 

5.8 

14 

Sovran  Financial 

13.9 

140.5 

(17) 

1405.5 

(21) 

10.6 

15 

Union  National 

13.9 

149.7 

(10) 

1600.7 

(15) 

2.0 

16 

Pennbancorp 

13.5 

141.1 

(16) 

1455.5 

(19) 

2.2 

17 

Meridian  Bancorp 

13.3 

141.1 

(15) 

1304.9 

(22) 

5.2 

18 

First  Virginia  Banks 

13.2 

110.1 

(26| 

1075.7 

(26) 

3.6 

19 

First  Fidelity  Bncp 

13.0 

131.6 

(21) 

1648.9 

(ID 

9.2 

20 

Equitable  Bancorp 

12.6 

141.5 

(14) 

1466.9 

(18) 

2.9 

21 

Dominion  Bankshares 

12.3 

145.7 

(13) 

1537.0 

(16) 

3.9 

22 

Horizon  Bancorp 

12.2 

116.0 

(24) 

1248.6 

(23) 

2.8 

23 

First  Jersey  Natl 

10.2 

110.5 

(25) 

1194.7 

(25| 

3.7 

24 

Mellon  Bank 

9.9 

187.7 

(4) 

1873.0 

(5) 

18.4 

25 

First  Maryland  Bncp 

9.3 

136.2 

(18) 

1412.8 

(20) 

3.9 

26 

First  Pennsylvania 

5.9 

147.5 

112) 

1625.5 

(13) 

3.6 

Industry  average 

14.6 

158.4 

1697.6 

BANKS-MULTINATIONAL 

1 

IP  Morgan 

62.3 

476.1 

ID 

5426.7 

(1) 

14.0 

2 

Bankers  Trust  NY 

39.6 

455.6 

(2) 

5221.2 

(2) 

10.8 

3 

Chemical  New  York 

19.8 

269.8 

(6) 

2977.3 

(4) 

20.3 

4 

First  Chicago 

19.6 

284.2 

(3) 

2780.4 

(5) 

14.1 

5 

Mfrs  Hanover 

13.2 

249.6 

(7) 

2382.6 

(7) 

31.2 

6 

Irving  Bank 

12.9 

194.5 

(9) 

2435.4 

(6) 

10.0 

7 

Chase  Manhattan 

12.5 

201.4 

(8) 

2017.8 

(9) 

47.0 

8 

Citicorp 

12.5 

276.7 

(4) 

2310.1 

(8) 

84.9 

9 

Bank  Of  Boston 

11.6 

177.0  (10) 

1702.3 

(10) 

20.0 

10 

Continental  Illinois 

10.5 

272.8 

(5) 

14SS  ! 

(3) 

9.4 

iJankAmerica 

ra>s».tfM>iiiiwim.^Bttw.JW'*w«ggaia 

-7.1 

164.7 

(ID 

1421.4  (11) 

73.3 

Industry  average 

'  1 .9 

244.6 

2366.2 

1 

Fifth  Third  Bancorp 

25.9 

152.7 

(16) 

1638.7 

(15) 

2. 

2 

Banc  One 

20.4 

188.6 

(3) 

1773.0 

(9) 

y 

3 

First  Bank  System 

20.4 

293.9 

(1) 

2809.6 

ID 

10 

4 

Fourth  Financial 

19.4 

158.5 

(10) 

1686.5 

(13) 

l. 

5 

Central  Bancorp 

18.7 

153.1 

|15) 

1585.1 

(18) 

2. 

6 

Old  Kent  Financial 

18.6 

158.9 

(7) 

1717.6 

(12) 

3.. 

7 

AmeriTrust 

17.7 

212.5 

(2) 

2577.5 

(2) 

5i 

8 

Merchants  National 

16.5 

186.8 

(4) 

2012.6 

(4) 

1 

9 

First  National  Cine 

16.4 

157.6 

(11) 

1782.0 

(8) 

2. 

10 

Deposit  Guaranty 

15.0 

149.8 

(17) 

1563.5 

(20) 

2. 

11 

National  City 

15.0 

147.8 

(20) 

1571.7 

(19) 

9 

12 

Indiana  National 

14.7 

157.0 

(13) 

1748.7 

(ID 

2. 

13 

Manufacturers  Natl 

14  4 

158.6 

(9) 

1948.6 

(6) 

4. 

14 

NBD  Bancorp 

14.3 

158.9 

(8) 

2083.8 

(3) 

10. 

15 

Trustcorp 

14.0 

180.5 

(5) 

1829.9 

(7) 

2. 

16 

Boatmen's  Bancshares 

13.9 

148.3 

(191 

1768.4  (10) 

5. 

17 

Huntington  Bshs 

13.7 

148.8 

(18) 

1635  1 

(16) 

4. 

18 

United  Missouri  Bcsh 

13.5 

118.0 

(27) 

1391.2 

(26) 

2 

19 

Society 

13.1 

139.1 

(241 

1413.1 

(24) 

6, 

20 

Marine 

13.0 

145.2 

(22) 

1510.5 

(21) 



2. 

21 

Mercantile  Bancorp 

12.2 

145.6 

121) 

1453.9 

(22) 

4, 

22 

Marshall  &  Ilsley 

1 1.9 

123.3 

(26) 

1300.9 

(28) 

4.i 

23 

.\uriiitrni  i rusi 

114 

164  7 

1  o 

1975.3 

(5) 



4.  i 

24 

Comerica 

10.2 

154.1 

(14) 

1642.1 

(14) 

25 

First  Of  America  Bk 

9.8 

102.4 

(30) 

1451.2 

(23) 

-1 

26 

Commerce  Bcshs 

9.7 

117.3 

(28) 

1317.1 

(27) 

4.1 

27 

First  Wisconsin 

9.1 

115.1 

(29) 

1223.3 

(29) 

5. 

28 

Centerre  Bancorp 

8.5 

142.1 

(23) 

1605.6 

(17) 

3. 

29 

Norwest 

7.9 

157.1 

[12] 

1398.7 

,2V 



15. 

30 

Michigan  National 

7.9 

126.1 

:3V 

1153.7 

(30) 

6. 

Industry  average 

13.7 

160.4 

1708.3 

BANKS-NORTHEAST 

1 

Republic  New  York 

54.0 

511.7 

(1) 

6350.9 

1 

2., 

2 

Northeast  Bancorp 

22.0 

168.6 

(5) 

1782.8 

(6) 

l.( 

3 

Bank  Of  New  York 

18.3 

206.8 

(2) 

2447.9 

12) 

4 

Fleet  Financial 

17.8 

157.2 

(7) 

1521.6 

(10) 

5 

Hartford  National 

16.0 

143.8 

(10) 

1945.5 

(4) 

7- 

6 

US  Trust 

15.3 

157.6 

(6) 

1515.1 

(12) 

2.( 

7 

State  Street  Boston 

14.1 

126.3 

(15) 

1418.1 

(15) 

5. 

8 

Old  Stone 

13.9 

200.0 

(3) 

1851.2 

(5) 

2. 

9 

Norstar  Bancorp 

13.8 

129.8 

(14) 

1469.4 

(131 

7x 

10 

United  Jersey  Banks 

13.5 

133.6 

(12) 

1516.2 

(ID 

Si 

11 

Conifer  Group 

13.4 

145.9 

(9) 

1528.9 

(9) 

2.1 

12 

First  Empire  State 

13.0 

134.3 

(ID 

1445.0  (14) 

I' 



13 

Shawmut. 

12.9 

150.2 

(8) 

1749.7 

(7) 

6. 

14  Bank  Of  New  England 

12.2 

130.4 

(13) 

1601.0 

(8! 

14J 

15  Marine  Midland  Banks 

12.0 

186.5 

(4) 

2060.5 

12.( 

16 

Keycorp 

11.1 

110.9 

(17) 

1220.1 

(17) 

7\ 

17 

Baybanks 

10.7 

123.7 

(161 

1391.7 

(16) 

5.! 

Industry  average 

15.0 

159.9 

1827.2 
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The  Forbes  500s-Jobs  and  Productivity 


 Per  employee  ($000)   Employees 

k              Company     Profits  Sales  (rank)  Assets  (rank)  (000) 

KS-SOUTH  CENTRAL  

Hibernia  18.9  194.9  (4)  2295.8  (4)  1.9 

 First  Capital  15.5  140.9  (13)  1652.2  (11)  1.5 

 Republicbank    6.5  226.9  (2)  2509.2  |2)  8.3 

Texas  Commerce  Bcshs    2.4  190.3  (5)  2312.8  (3)  8.3 

First  Commerce     1.4  138.8  (14)  1445.7  (13)  2.5 

Louisiana  Bancshares  -1.9  142.7  [12)  1415.9  (14)  3.3 

Cullen/Frost  Bankers  -3.0  148.6  (10)  1555.5  (12)  2.2 

Allied  Bancshares  -5.1  270.3  (1)  2846.7  [1)  3.5 

 MCorp  -7.3  188.7  (7)  1940.0  (6)  11.3 

National  Bcshs  Texas- 16.0  147.3  (11)  1667.6  (10)  2.0 

Texas  American  Bcshs-34. 8  183.7  (6)  1808.9  (8)  3.3 

 InterFirst-36.7  201.3  (3)  2022.9  [5)  8.9 

First  City  Bancorp-49. 5  173.5  (9)  1683.2  (9)  8.1 

 BancOklahoma-96.4  182.9  (8)  1849.4  (7)  1.4 

Industry  average-14.8  189.8  2014.9  

KS-SOUTHEAST 

Whitney  Holding   28.1  228.9  (1)  2887.4  (1)  1.0 

NCNB    18.0  207.8  (2)  2487.5  (2)  11.0 

Commerce  Union    16.8  154.0  (5)  1626.7  (7)  2.4 

 First  Union    16.8  143.5  (8)  1521.8  (8)  17.6 

 Southtrust    15.9  135.0  (13)  1511.4  (9)  3.4 

 First  American    15.6  154.5  (4)  1741.5  (5)  3.4 

 First  Wachovia    15.3  136.6  (11)  1475.1  (11)  12.7 

First  Alabama  Bcshs    14.6  107.9  (24)  1184.1  (22)  3.7 

Liberty  National    14.4  143.8  (7)  1650.9  (6)  1.6 

Central  Bancshares    14.2  137.8  (10)  1468.5  (13)  2.6 

Amsouth  Bancorp    14.2  121.8  (18)  1380.7  (15)  4.3 

First  Florida  Banks    13.4  117.1  (20)  1379.2  (16)  3.5 

 Bank  South    13.0  138.9  (9)  1501.9  (10)  2.2 

SunTrust  Banks    12.5  125.7  (17)  1335.5  (19)  19.6 

 BanPonce    12.3  114.5  (21)  1258.9  (21)  2.0 

Citizens  &  Southern    12.2  130.5  (14)  1471.5  (12)  12.7 

Southeast  Banking    12.1  149.2  (6)  1744.4  (4)  7.1 

First  Tennessee  Natl    11.5  127.3(16)  1344.9(18)  4.1 

First  Kentucky  Natl    11.3  108.2  (23)  1160.8  (24)  4.4 

 Branch  Corp    11.0  118.9  (19)  1282.7  (20)  2.6 

Barnett  Banks  Fla    10.9  128.8  (15)  1361.5  (17)  14.9 

South  Carolina  Natl    10.6  112.5  (22)  1147.5  (25)  4.1 

Banco  Popular  PR     9.7  105.1  (25)  1171.7  (23)  3.9 

Florida  Natl  Banks     7.3  136.5  (12)  1457.9  (14)  4.7 

First  Citizens  Bcshs     6.6  83.3  (26)  859.6  (26)  3.5 

Banks  Of  Mid-America -27.4  170.8  (3)  1960.9  (3)  1.8 

Industry  average    12.9  136.3  1500.7 
KS-WEST 

Puget  Sound  Bancorp    17.2  155.4  (5)  1522.5  (10)  2.2 

 Wells  Fargo    14.9  215.8  (1)  2426.0  (1)  18.4 

Sunwest  Financial    14.2  131.7  (16)  1301.5  (15)  2.0 

 First  Hawaiian    14.2  143.7(11)  1665.8  (6)  2.2 

 City  National    14.0  129.5  (17)  1474.9  (13)  2.1 

Bancorp  Hawaii    13.9  138.8  (13)  1527.8  (9)  3.3 

 US  Bancorp    13.7  148.1  (7)  1688.3  (5)  5.6 

Rainier  Bancorp    12.5  147.9  (9)  1648.7  (7)  5.6 

Security  Pacific    11.9  183.8  (2)  1925.2  (3)  32.5 

Zions  Utah  Bancorp    11.1  162.1  (4)  1774.5  (4)  1.9 


 Per  employee  ($000)   Employees 

Rank               Company  Profits  Sales  (rank)  Assets  (rank)  (000) 

11  First  Interstate  9.5  147.9    (8)  1565.1  (8)  35.4 

12  Sumitomo  Bank  Cal  8.9  180.3  (3)  1967.1  (2)  1.7 
13  Valley  National  8.9  145.7  (10)  1469.5  (14)  7.3 

14  California  First  Bk  7.7  141.3(12)  1509.2(11)  4.0 

15  United  Banks  Of  Col  6.9  148.5    (6)  1478.3(12)  3.3 

16  Affiliated  Bshs  Colo  3.2  117.8  (18)  1164.5  (17)  2.3 
17  First  Security  1.1  131.8  (15)  1096.9(18)  4.6 

18  Colorado  Natl  Bkshs  0.7  111.3  (19)  981.4  (19)  2.9 

19  Moore  Financial  -1.2  133.1  (14)  1280.7  (16)  2.7 
Industry  average  10.6  162.7  1724.6 

BEVERAGES-ALCOHOLIC  

1  Brown-Forman  12.9  160.2    (2)  153.9  (1)  6.7 

2  Anheuser-Busch  Cos  12.8  189.3  (1)  143.8  |3)  40.6 
3  Adolph  Coors  6.2  136.8    (3)  145.3  |2)  9.6 

Industry  average  11.7  177.0  145.2 
BEVERAGES-SOFT  DRINKS 

 1  Coca-Cola  26.7  247.5    (1)  239.1  (1)  35.0 

2  General  Cinema  9.9  79.9    (3)  103.0  (3)  12.5 

3  PepsiCo  2.5  51.0    (4)  44.1  (4)  182.0 

4  Coca-Cola  Enterprises  1.3  92.9    (2)  181.5  (2)  21.0 

Industry  average  6.1  83.4  85.8 
BROADCASTING 

1         LIN  Broadcasting  66.5  203.5    (2)  561.2  (1)  1.0 

2  CBS  17.7  210.7    (1)  152.8  (5)  22.1 

3  Tele-Communications  9.7  66.2    (5)  410.7  (4)  9.8 

4  Viacom  International  -2.1                     [V  4412  j31  4.6 

5  Taft  Broadcasting -21.6  183.7    (4)  466.2  (2)  2.8 

Industry  average  12.0  172.1  280.3 
BROKERAGE  HOl'SE 

1                     Salomon  73.2  963.0    (1)11087.1  (2)  7.1 

2  FirstBoston  45.6  823.6    (2)12289.7  (1)  4.0 

3  Morgan  Stanley  43.2  528.9    (3)  6269.8  (4)  4.7 

4  Bear  Stearns  37.6  507.7    (4)  7824.3  (3)  4.6 

 5  Merrill  Lynch  10  1  204  2     ^1  1142.5  |7|  46  4  

6  PaineWebber  Group  6.4  206.2    |5)  1341.9  (6)  11.7  

7  EF  Hutton  Group  -5.0  151.7    (7)  1424.3  (5)  18.2 

Industry  average  15.8  306.1  2978.0 

CEMENT  &  GYPSUM  

1  Lone  Star  Industries  16.9  126.9    (1)  210.7  (1)  7.0 

2  USG  10.4  125.5    (2)  92.4  (2)  21.7 
Industry  average  12.0  125.8  121.3 

CHEMICALS- Dl  VERSIFIED 

1            Dow  Chemical  14.2  212.7    (1)  234.3  (2)  52.3 

2  Union  Carbide  13.7  123.9    (6|  147.9  (6)  51.2 

3  Rohm  &  Haas  11.5  173.0    (3)  154.1  (4)  12.0 

4  EI  du  Pont  10.7  187.3    (2)  186.1  (3)  143.6 

5  Hercules  9.0  103.4    (9)  115.3  (7)  25.3 

6  Monsanto  8.0  127.6    (5)  153.4  (5)  53.9 

7  National  Distillers  6.2  138.6    (4)  239.0  (1)  12.2 

8  American  Cyanamid  5.7  107.7    (8)  103.5  (9)  35.4 

9  Olin  5.4  121.5    (7)  109.9  (8)  14.1 
Industry  average  10.3  157.9  169.3 
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The  Forbes  500s-Jobs  and  Productivity 


 Per  employee  ($000)   Employees 

Rank              Company     Profits  Sales  (rank)  Assets  (rank)  (000) 

CHEMICALS-SPECIALIZED 

1       Intl  Flavors  &  Frag   22.8  164.9  (6)  178.6  |5)  3.8 

~  2                           GAP    1 8.9  P6.3  (5!  315.1  (3)  '■  A3 

3  Ethyl    16.9  212.6  (31  342.1  |2)  10.S 

4  Lubrizol    15.6  196.9  |4I  175.4  (6)  50 

5  Nalco  Chemical    12.8  148.2  (7)  118.1  (9)  5.0 

6  Freeport-McMoRan    12.1  295.5  |1)  1106.8  (1)  2.1 

7  Morton  Thiokol     7.4  107.2  (10)  82.9  (11)  17.9 

8  BF  Goodrich     1.1  214.3  (2)  152.7  (7)  11.9 

9      Air  Prods  &  Chems     0  3  115.6  (9)  149.7  (8)  17.7 

"To  ~  WR  Grace -12.0  94.3  (11)  103.7  (10)  39.5 

11  Intl  Minerals  &  Chem  -23.7  146.3  (8)  239.2  (4)  10.0 

Industry  average   -0.4  138.3  171.2 

COMMERCIAL  BUILDER  

1                      Centex    10.6  298.5  (2)  205.8  (4)  4.6 

2  Rouse     6.5  114.5  (5)  478.9  |1)  3.0 

3      American  Standard     5.0  77.8  (8)  57.3  (6)  38.6 

4  Turner  Corp     3.4  846.5  (1)  323.6  (2)  3.0 

5       Morrison-Knudsen     2.0  106.8  (6)  49.7  (7)  19.5 

6  Fischbach   -1.5  103.3  (7)  39.6  (8)  13.0 

7  Fluor  -4.1  180.9  (3)  101.0  (5)  24.6 

8  Henley  Group -19.1  141.9  (4)  210.2  (3)  22.4 

Industry  average   -1.8  142.3  110.7 
COMPUTERS 

1  Cray  Research   34.8  166.2  (2)  195.0  (2|  3.6 

2  Apple  Computer   31.4  410.2  (1)  257.6  (U  5.0 

3  Tandem  Computers    14.1  149.1  |3)  138.5  |5)  5.6 

4  Intergraph    12.5  107.2  (7)  108.5  (7)  5.7 

5  IBM    11.8  126.7  (5)  142.9  (4|  404.5 

6  Telex    10.4  115.0  (6)  80.7  (10)  7.0 

7  Digital  Equipment     9.4  91.6  (9]  86.7  (9|  91.9 

8  Hewlett-Packard  6.3  87.3  (11)  77.0  (12)  83.0 
9  Amdahl     5.6  138.0  (4)  150.5  |3|  7.0 

10  NCR     5.4  78.7  (14)  64.8  (14)  62.0 

11  Data  General     0.5  80.2  (13)  77.4  (11)  16.1 

12  Unisys  -0.6  101.7  |8j  128.7  (61  73.1 

13       Wang  Laboratories  -2.8  86.1  (12)  87.6  (8)  31.0 

14  Control  Data   -7.3  91.4  (10)  70.8  (13)  36.6 

 Industry  average     8.0  111.0  116.7 


CONGLOMERATE  

1     Berkshire  Hathaway    12  3          94.6  (12)  193.1  (3)  23.0 

2  Household  Intl    11.5         127.5    (51  614.3  (1)  21.5 

3    Minn  Mining  &  Mfg     9.3         102.8    (9)  87.8(11)  83.7 


_4  )im  Walter  9.0  136.9  (3)  163.9  (6)  17.2 

_5  Penn  Central  5.6  86.4(151  106.1  (9)  27.7 

_6  Raytheon  5.3  98.8  (11)  48.1  |19)  74.0 

J_  Dover  5.0  86.6  (14)  62.0  (151  16.6 

_8  Teledyne  4.8  99.0  (10)  93.6  (10)  46.0 

9        American  Brands  4.6  79.1  [16)  115.2  (8)  78.6 

10  ITT  4.4  136.7  (4)  288.7  (2!  124.0 

H  Textron  3.8  108.6  (7)  183  0  (4)  64.0 


 Per  employee  l$000)   Empl 

Rank       .        Company     Profits      Sales  (rank)  Assets  (rank)  (M 


12 

IU  International 

3.3 

104.0 

(8) 

58.7 

(16! 

!4 

13 

Alco  Standard 

3.1 

224.1 

ID 

68.5 

(13) 

18 

14 

Litton  Industries 

0.9 

75.5 

(17) 

7Y  V 

(12) 

56 

15 

Kidde 

0  7 

67.3 

(19) 

49.5 

(181 

35 

16 

Tenneco 

-0.4 

137.1 

(2) 

170.0 

15) 

106 

17 

Amfac 

-3.0 

89.2 

(13) 

52.8 

(17) 

22 

18 

IC  Industries 

-3.6 

109.9 

16! 

122.7 

17] 

38 

19 

Allegheny  Intl 

-9.1 

73.7 

(18| 

65.7 

(14) 

!>■ 

Industry  average 

3.7 

108.5 

146.4 

CONSTRUCTION  MATERIALS 

1 

Vulcan  Materials 

14.8 

151.9 

12) 

132.3 

ID 

6 

2 

Masco 

9.7 

69.1 

(7) 

106.0 

[4| 

21 

3 

CertainTeed 

7.9 

154.2 

ID 

112.5 

(3) 

7. 

4 

Koppers 

5.8 

127.6 

(41 

92.9 

(51 

10. 

5  Armstrong  World  Inds 

5.7 

88.6 

161 

59.9 

(71 

21. 

6 

Manville 

4.2 

98.5 

15) 

128.9 

121 



19. 

7 

Owens-Corning 

0.6 

131.6 

79.2 

16) 

27. 

Industry  average 

5.6 

108.5 

95.3 

ELECTRIC  UTILITY-NORTH  CENTRAL 

1 

Illinois  Power 

64.0 

258.9 

(8) 

1188.1 

in 

4. 

2 

Commonwealth  Ed 

56.9 

296.9 

(3) 

1050.9 

14] 

18. 

3 

Ohio  Edison 

55.2 

234.1 

(12) 

1062.2 

131 

7. 

4 

Ipalco  Enterprises 

53.7 

224.4 

(15) 

763.4 

(12) 

2 

5 

Union  Electric 

46.4 

243.6 

(9) 

852.3 

(9) 

7. 

6 

DPL 

45.1 

345.3 

ID 

818.3 

(10) 

2. 

7 

Detroit  Edison 

43.3 

260.2 

(7) 

906.7 

(7) 

11. 

8 

Minnesota  Power 

42.9 

205.1 

119) 

713.8 

(13) 

1. 

9 

Centerior  Energy 

42.6 

208.4 

117) 

1083.2 

(2) 

9. 

10 

Cincinnati  G&E 

38.4 

311.9 

(2! 

681.3 

115] 

4. 

11 

Kansas  City  P&L 

37.8 

236.0 

(ID 

959.1 

2. 

12 

Duquesne  Light 

33.2 

196.3 

121) 

884.6 

(8) 

4. 

13 

Public  Service  Ind 

29.9 

263.9 

(6) 

581.4  (18) 

4 

14 

No  States  Power 

27.7 

238.7 

10'' 

568.9 

119) 

' 

15 

Central  111  Pub  Svc 

26.7 

226  ~ 

14 

589.9 

116) 

2. 

16 

Wisconsin  Energy 

25.6 

228.7 

(13) 

450.1 

(20) 

6. 

17 

Wisconsin  P&L 

23.8 

224.2 

(16) 

446.1 

(21) 

2 

18 

Kansas  Gas  &  Electric 

23.1 

201.6  (20) 

920.7 

(6) 

2. 

19 

American  Electric 

21.7 

207.3 

(18) 

581.7 

(17) 

23. 

20 

Consumers  Power 

16.3 

284.8 

[4) 

790.9 

11 

10. 

21 

No  Indiana  Pub  Svc 

-2.5 

283.5 

(5) 

AN 7  5 

• 4 

5. 

Industry  average 

35.6 

248.2 

805.9 

ELECTRIC  UTILITY-NORTHEAST 


1 

United  Illuminating 

66.0 

306.1 

(4) 

1124.1 

(2) 

1J 

2 

Long  Island  Lighting 

54.0 

337.2 

HI 

1508.1 

(1) 

5.' 

3 

NY  State  Elec  &  Gas. 

52.0 

290.8 

(6) 

962.0 

(51 

4.; 

4 

Philadelphia  Elec 

52.0 

284.0 

18) 

987.5 

(4) 

5 

Central  Hudson  G&E 

48.6 

328.5 

12) 

867.2 

ii 

6 

Rochester  Gas  &  Elec 

40.5 

290.3 

[7] 

769.5 

[9] 

2.< 

7 

Potomac  Electric 

37.8 

251.2 

114) 

580.4 

1161 

5.i 

8 

Delmarva  Power  &  Lt 

37.3 

277.3 

(10) 

675.9 

(14) 

IX 

9 

Pennsylvania  P&L 

35.8 

261.0 

(12) 

s51  \ 

(7) 

8.' 

10 

Niagara  Mohawk  Pwr 

55  S 

2?9  ' 

16 

685.7 

(13) 

11. 

11 

Allegheny  Power 

35.0 

292.8 

(5) 

721.6 

11 

5.i 

12 

New  England  Electric 

33.9 

282.5 

(9| 

751.9  (10) 

5. 

13 

Northeast  Utilities 

32.8 

221.3 

117) 

705.7  (12) 

9.; 
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How  ESPN  can  operate 
a  production  studio  in  every  city 


This  story  reads  like  David  and 
)liath.  A  24-hour  cable  sports  net- 
>rk  takes  on  the  broadcast  giants. 

The  solution: 

It's  parked  right  out  in  front. 

A  Ryder  tractor  trailer  which 
lps  ESPN  run  their  mobile  studios, 
they  can  cover  any  sporting 
2nt.  Anywhere  in  die  country 

ESPN  uses  two  such  trucks  on  a 
ntinuous  basis. 

And  if  they  have  to  cover  more 

87  Ryder  Truck  Rental  Inc  A  Ryder  System  Company 


than  two  sporting  events  all  happen- 
ing at  the  same  time? 
No  problem. 

They  simply  rent  extra  trucks 
from  any  of  over  700  locations -just 
for  the  day.  And  they're  back  in  the 
ball  game. 

So  you  see,  solving  business 
problems- with  flexibility  and  expe- 
dience-is really  the  business  we're 
in.  Whether  that  means  short-term 
rental,  full-service  leasing,  truckload 


freight,  preventive  maintenance.  Even 
a  complete  distribution  system. 

Or,  in  the  case  of  ESPN,  providing 
just  the  right  combination. 

To  see  how  we  can  meet  your 
transportation  needs,  just  call  us  at 
1-800-446-5511. 

We'd  be  happy  to  go  to  bat  for  you . 


We're  there  at  every  turn" 


The  Forbes  500^-Jobs  and  Productivity 


Rank 


Company 


 Per  employee  l$000)  

Profits      Sales  (rank)  Assets 


(rank) 


Employees 
10001 


14 

Atlantic  City  Elec 

32.6 

273.2 

,111 

655.5 

1151 

2.1 

15 

Baltimore  Gas  &  Elec 

30.8 

205.6  (181 

489.9 

(181 

8.9 

16 

Public  Service  Ent  Gp 

27.6 

328.0 

(3) 

771.4 

(8)  ' 

13.7 

17 

Consolidated  Edison 

26.2 

248.9 

115) 

436.2 

(20) 

20.9 

18 

Boston  Edison 

24.2 

251.4 

113) 

544.3 

(17) 

4.4 

19 

General  Public  Utils 

14.8 

201.6 

(20) 

440.2 

(19) 

13.8 

20 

Public  Service  NH 

-79.6 

202.6 

|19) 

1086.2 

(31 

2.5 

Industry  average 

33.0 

256.9 

688.6 

ELECTRIC  UTILITY-SOUTH  CENTRAL 

1 

Tucson  Electric  1 1 1.5 

403.9 

1 

1703.4 

(2! 

1.1 

2 

El  Paso  Electric 

89.4 

297.3 

13) 

2050.9 

ID 

1.1 

3 

Gulf  States  Utils 

49.1 

296.1 

14) 

1225.1 

(3! 

5.0 

4  Southwestern  Pub  Svc 

41  7 

339.4 

121 

684.3 

(81 

2.3 

5  Central  &  South  West 

38.0 

273.5 

16) 

764.9 

(5) 

9.3 

6 

Texas  Utilities 

37.5 

235.1 

19) 

736.4 

(7) 

16.7 

7 

Houston  Industries 

34.8 

289.6 

151 

739.5 

(61 

12.2 

8 

Middle  South  Utils 

33.1 

255.9 

181 

1052.6 

(4) 

13.6 

9  Oklahoma  Gas  &  Elec 

29.9 

258.1 

I7! 

591.7 

(9) 

4.2 

Industry  average 

38.8 

268.7 

871.2 

ELECTRIC  UTILITY-SOUTHEAST 

1 

Carolina  Pwr  &  Lt 

38.1 

217.1 

16) 

766.5 

(1) 

9.4 

2 

Kentucky  Utilities 

31.7 

272.2 

13) 

646.9 

(3) 

2.0 

3 

Scana 

31.3 

282.1 

12) 

659.2 

(2) 

3.9 

4 

Southern  Company 

27.8 

216.0 

(7I 

640.6 

(5) 

31.7 

5 

Dominion  Resources 

27.4 

221.6 

(5) 

644.9 

(4) 

13.9 

6 

Florida  Progress 

23.8 

246.1 

(4) 

4'1  1 

(8) 

7.6 

7 

Duke  Power 

22.9 

166.8 

(10) 

403.5 

(10) 

20.4 

8 

TECO  Energy 

22.5 

208.1 

(8) 

487.6 

(7) 

4.3 

9 

FPL  Group 

2D  4 

(11 

594.3 

(6) 

17.9 

10 

Louisville  Gas  &Elec 

19.4 

174  2 

191 

429.1 

19) 

3.8 

Industry  average 

26.0 

22^  2 

578.9 

ELECTRIC  UTILITY-WEST 

1 

Idaho  Power 

50.7 

264.5 

(61 

1054.5 

(21 

1.5 

2 

Puget  Sound  P&L 

46.1 

299.1 

1023.7 

(3) 

2.4 

3 

So  Calif  Edison 

44.3 

305.8 

: 

762.6 

(61 

17.4 

4 

San  Diego  Gas  &  Elec 

44.1 

337.8 

(l) 

667.0 

(91 

4.8 

5 

Washington  Water 

43.3 

270.6 

|4) 

965.4 

(4) 

1.4 

6 

Public  Service  NM 

39.0 

180.3 

(11! 

712.0 

(8) 

3.9 

7 

Pacific  Gas  &  Elec 

36.8 

265  9 

(5) 

714.4 

(7) 

29.4 

8 

Portland  General 

29.2 

244.5 

(8) 

794.8 

(5) 

3.1 

9 

Utah  Power  &  Light 

27.6 

185.6 

(10) 

589.1 

(10) 

5.3 

10 

PacifiCorp 

24.1 

198.8 

(9) 

531.1 

(ID 

10.4 

11 

AZP  Group 

23.2 

126.4 

(13) 

1193.9 

ID 

10.1 

12 

Public  Service  Col 

IS  } 

244. 7 

17) 

430.8 

(131 

6  * 

13 

Montana  Power 

18.0 

176.3 

1121 

493.9 

(12) 

3  7 

Industry  average 

33.7 

243.1 

734.2 

ELECTRICAL  EQUIPMENT 

1 

WW  Grainger 

16.0 

215.3 

1 

152.2 

(1! 

5.4 

2 

General  Electric 

108.2 

106.3 

(2) 

325.5 

3 

Emerson  Electric 

6.8 

84.9 

|5j 

75.1 

14' 

60  7 

Rank 

,        Company  Profit 

Per  employee  l$000)  

s      Sales  (rank)  Assets  (rank) 

Empl 

l« 

4 

Westinghouse  Elec 

5.7 

91.5 

(3| 

72.3 

(5) 

117 

5 

Raychem 

5.1 

87.6 

(4) 

85.8 

13] 

1 

6 

Square  D 

4.7 

66.7 

53.8 

(61 

21 

7 

National  Service 

3.8 

67.8 

(61 

37.4 

|7] 

19 

Industry  average 

7.0 

99.9 

91.5 

ELECTRONIC  EQUIPMENT 

1 

Seagate  Technology 

14.4 

113.3 

(1! 

72.9 

(51 

<S 

2 

Molex 

9  1 

81.6 

(5) 

83.2 

(3) 

4 

3 

AMP 

7  4 

86.7 

[3] 

HQ  1 

(41 

22 

4 

Corning  Glass  Works 

6.5 

74.7 

(61 

95.0 

(11 

24 

5 

Pitney  Bowes 

5.8 

68.3 

(9) 

69.7 

(7) 

29 

6 

Perkin-Elmer 

4.3 

86.6 

(4) 

91.1 

(2) 

15 

7 

General  Signal 

3.5 

74.5 

(7) 

68.6 

9 

21 

8 

Eaton 

3.3 

90.1 

(21 

71.5 

161 

42. 

9 

Tektronix 

2.8 

68.0 

(10) 

61.3 

(101 

19. 

10 

Honeywell 

-5.3 

72.0 

18] 

6*  - 

(81 

74. 

Industry  average 

2.2 

77.9 

73.9 

ENTERTAINMENT 

1 

Warner  Commun 

16.6 

254.3 

(1) 

287.8 

(11 

11 

2 

Walt  Disney 

9.8 

87.8 

13) 

108.6 

(31 

31. 

3 

MCA 

9.5 

149.8 

(2) 

163.1 

(2) 

16. 

4 

Bally  Manufacturing 

0.6 

37.5 

(4) 

54.4 

(4) 

42. 

Industry  average 

6.6 

95.1 

114.5 

FINANCIAL  COMPANY 


1 

Student  Loan  160.3 

1526.4 

(2)20212  9 

(21 

0. 

2 

Dreyfus 

101.9 

293.2 

(41 

763.6 

(9) 

0. 

3 

Fedl  Natl  Mortgage 

85.1 

4902.2 

(1)46700.3 

(1) 

2. 

4 

DCNY 

77.6 

862.4 

(3)  15356.4 

(3) 

0. 

5 

HkR  Block 

18.3 

206.7 

(8) 

127.7 

1131 

i. 

6 

Lomas  Si.  Nettleton 

18.1 

137.5 

(HI 

1139.0 

(6) 

3. 

7 

American  Express 

16.7 

225.2 

■ 

1332.7 

5 

74. 

8 

Alleghany 

14.8 

115.9 

(12) 

281.7  (121 

5. 

9 

Gulf  &  Western 

13.4 

203.9 

(91 

639.6 

(101 

19. 

10 

Commercial  Credit 

9.4 

225.9 

(6) 

994.0 

(81 

4. 

11 

Southmark 

9.3 

91  5 

1131 

423.0  (11| 

7. 

12 

Integrated  Resources 

8.4 

243.9 

(5) 

1498.7 

(4) 

3. 

13 

Beneficial  Corp 

-28.3 

168.0 

(10) 

1076.6 

(7) 

6. 

Industry  average 

15.8 

29i.fl 

1988.1 

FOOD  DISTRIBUTOR-WHOLESALE 

1 

Sysco 

6.1 

345.0 

13) 

84.0 

(3) 

9. 

2 

Super  Food  Services 

5.8 

775.8 

(1) 

119.9 

(2) 

1. 

3 

Staley  Continental 

3.3 

341.2 

(5) 

192.3 

(11 

9. 

4 

Super  Valu  Stores 

3.1 

342.3 

(41 

73.0 

(5) 

25. 

5 

Wetterau 

3.1 

340.0 

(61 

60.2 

(6) 

11. 

6 

Fleming  Cos 

2.5 

486.2 

(21 

78.9 

(41 

15. 

7 

Nash  Finch 

1.8 

203.3 

(7) 

40.6 

(7) 

7. 

8 

TW  Services 

0.3 

32.5 

(8) 

18.0 

181 

59. 

Industry  average 

2.0 

226.2 

56.9 

FOOD  PROCESSOR-BRANDED  FOODS 

1 

Kellogg 

18.5 

193.9 

; 

120.9 

U) 

17. 

2 

WM  Wrigley  Jr 

9.7 

125.9 

17] 

71.1 

(91 

5. 

3 

Ralston  Purina 

9.7 

103.8 

(10) 

73.5 

7 

54. 

188 
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Don't  fly  without 
guarantees. 

1. 

We  guarantee  you  will  make  your  connecting  flight 
in  Germany. 

Because  we're  punctual,  you're  punctual,  too.  That's  why  we  guarantee  you 
won't  miss  your  connecting  flight  to  destinations  within  Germany  or  to  more 
than  130  Lufthansa  destinations  worldwide. 

But  if  you  happen  to  miss  a  connecting  flight  because  of  an  operational 
problem  we're  responsible  for,  we'll  not  only  put  you  on  the  next  available 
flight,  we'll  compensate  you  with  $200.00. 

This  guarantee  excludes  delays  such  as  weather  or  air  traffic  control 
problems  affecting  your  arrival. 

2. 

We  guarantee  your  baggage  will  arrive  with  you. 

We  guarantee  that  when  you  land  at  your  final  Lufthansa  destination,  your 
luggage  will  be  there,  too. 

If  by  chance  it's  not,  we'll  pay  you  $200.00  over  and  above  any  legal  claim. 

3. 

We  guarantee  you  will  have  a  seat  in  the  class 
you  booked. 

At  Lufthansa,  we  stand  behind  our  seating  reservations.  So  if  you  have  a 
confirmed  reservation  in  First  or  Business  Class  on  a  transatlantic  flight, 
you're  guaranteed  seating  in  that  class.  If  your  confirmed  reservation  in 
First  Class  is  unavailable,  you'll  fly  Business  Class  at  no  charge. 
And  if  your  confirmed  reservation  in  Business  Class  is  unavailable,  you'll 
be  upgraded  to  First  Class  at  no  charge.  But  if  First  Class  is  also  full,  you'll 
fly  Tourist  Class  for  free.  You  must,  naturally,  adhere  to  published  minimum 
check-in  times. 

General  Conditions: 

Guarantees  apply  to  Business  and  First  Class  passengers  only.  Trips  must  originate, 
be  booked  and  ticketed  in  U.S.  All  flights,  including  connecting  flights,  must  be  on 
Lufthansa.  Claims  must  be  made  in  writing  in  U.S.  within  60  days  of  date  of  occurrence. 
Subject  to  government  approval.  This  guarantee  program  may  be  terminated  at  any  time 
without  further  notice. 

If  you  want  more  details  about  our  guarantees,  write  to  Lufthansa  German  Airlines.  Dept.  UX  12, 
6  Cherry  Valley  Terminal  Road,  West  Hempstead,  NY  11552. 


Lufthansa 

German  Airlines 


Lufthansa  is  a  participant  in  United's  Mileage  Plus  program  and  Delta's  Frequent  Flyer  program. 
See  your  Travel  Agent. 


The  Forbes  SOOs-Jobs  and  Productivity 


Employees 
(000) 

Rank 

Company 

 Per  employee  ($000) — - 

Profits      Sales  (rank)  Assets 

rank) 

4 

Hershey  Foods 

8.5 

139.0 

(6) 

86.9 

(6! 

15.6 

5 

Kraft 

7.6 

170.4 

(4) 

92.6 

(4) 

5 1 .3 

6 

Quaker  Oats 

7.5 

125.9 

18) 

92.0 

(5) 

31.4 

7 

HJ  Heinz 

7.1 

98.8 

(ID 

71.1 

(10) 

46.0 

g 

Dean  Foods 

6.9 

236.6 

78.4 

(7) 

5.8 

9 

Borden 

6.6 

148.0 

(5) 

106.0 

(2) 

33.8 

10 

CPC  International 

5.6 

117.0 

(9) 

93.9 

(3) 

38.9 

11 

Campbell  Soup 

5.0 

97.8 

(12) 

64.1 

(12) 

45.8 

12 

Conagia 

3.7 

198.5 

(2) 

64.8 

(ID 

32.0 

13 

General  Mills 

3.5 

77.4 

(14) 

35.6 

(16) 

62.6 

14 

Sara  Lee 

2.7 

92.8 

(13) 

43.2 

(14) 

89.9 

15 

Pillsbury 

2.1 

56.8 

(15) 

39.6 

(15) 

100.5 

16 

Castle  &  Cook 

1.3 

49.7 

(16! 

43.4 

(13] 

35.0 

Industry  average 

5.3 

107.4 

64.7 

FOOD  PROCESSOR-COMMODITIES 

1 

Archer  Daniels 

23.8 

560.5 

(1) 

383.2 

ID 

9.9 

2 

Intl  Multifoods 

2.3 

160.3 

(2) 

72.2 

(2) 

8.6 

Industry  average 

13.8 

374.5 

238.6 

FOOD  PROCESSOR-MEATPACKING 

1 

Monfort  of  Colorado 

6.4 

414.0 

ID 

75.0 

(2) 

3.9 

2 

George  A  Hormel 

5.3 

296.2 

(2) 

101.9 

(D 

6.5 

3 

Federal  Co 

5.2 

1  14  7 

(4) 

41.2 

(3) 

11.0 

4 

Tyson  Foods 

2.6 

78.9 

(6) 

35.0 

(5) 

20.8 

5 

United  Brands 

1.4 

84.8 

(5) 

24.6 

(6) 

39.0 

6 

Wilson  Foods 

0.9 

273.3 

(3) 

39.9 

(4) 

5.2 

Industry  average 

2.7 

129.3 

38.2 

HEALTH-DRUGS 

1 

Marion  Laboratories 

30.1 

201.2 

(4) 

144.4 

(8) 

2.4 

2 

Squibb 

22.9 

88.0 

(191 

118.8 

(14) 

20.3 

3 

Merck 

21.9 

134.1 

(6) 

165.8 

(4) 

30.8 

4 

Eli  Lilly 

19.6 

130.3 

(7) 

161.0 

(5) 

28.6 

5  American  Home  Prods 

17.2 

108.6 

|14) 

92.0 

(18) 

45.4 

6 

Pfizer 

16.7 

113.0 

(10) 

130.4 

(10) 

39.6 

7 

Bristol-Myers 

16.7 

136.6 

(5) 

118.2 

(15) 

35.4 

8 

Rorer  Group 

16.6 

111.9 

(121 

147.1 

(7) 

7.5 

9 

SmithKIine-Beckman 

15.7 

112.5 

(HI 

126.8 

(12) 

33.3 

10 

Abbott  Laboratories 

15.3 

108.0 

(15) 

109.7 

(17) 

35.2 

11 

AH  Robins 

13.1 

126.4 

(8) 

134.2 

(9) 

6.3 

12 

Upjohn 

12.2 

111.0  (13) 

129.1 

(ID 

20.7 

13 

Schering-Plough 

11.1 

99.7 

(16) 

124.8 

(13) 

24.1 

14 

Bausch  &  Lomb 

9.6 

89.5 

(17) 

113.4 

(161 

7.8 

15 

Warner-Lambert 

8.8 

88.7 

(18) 

71.9 

(19) 

35.0 

16 

Alco  Health  Services 

7.5 

667.4 

(2) 

207  3 

(2) 

2.1 

17 

McKesson 

6.1 

438.9 

(3) 

148.9 

(61 

15.2 

18 

Bergen  Brunswig 

4.2 

765.0 

ID 

198.9 

(31 

4.1 

19 

Genentech 

-341.6 

123.5 

(9) 

364.7 

ID 

1.0 

Industry  average 

14.6 

135.2 

124  1 

Rank 


-Per  employee  ($000)- 


Company     Profits      Sales  (rank)  Assets  (rank) 


Employ* 

(000)1 


HEALTH-MEDICAL  SUPPLIES 


1  Medtronic 

14.3 

•i  \  •/ 

ID 

107.8 

\2\ 

4.9 

2  Millipore 

8.4 

95.1 

(2) 

85.4 

(4) 

4.7 

3    Baxter  Travenol  Labs 

8.1 

89.6 

13) 

114.3 

61.9 

4                     CR  Bard 

7.6 

80.9 

(4) 

62.4 

15) 

6.8 

5        Becton  Dickinson 

6.9 

76.8 

15) 

94.4 

(3! 

18.1 

Industry  average 

8.2 

87.2 

105.2 

HEALTH-SERVICES 

1             US  Healthcare 

87.2 

577.5 

ID 

321.8 

0.9 

2Community  Psych  Ctrs 

12.2 

54.9 

(6) 

78.3 

(4) 

4.2 

3      Shared  Medical  Sys 

9.1 

107.1 

(2) 

86.7 

(2) 

3.5 

4             Hospital  Corp 

2.0 

55.4 

14) 

76.3 

15) 



89.0 

5         National  Medical 

1.2 

42.8 

(7| 

44.2 

(7) 

74.9 

6  Humana 

0.9 

59.9 

(3) 

66.6 

(6) 

44.6 

7      Beverly  Enterprises 

0.5 

18.3 

(81 

20.1 

(8) 

110.5 

8       American  Medical 

-2.2 

55.4 

15) 

85.8 

(3! 

45.0 

Industry  average 

1.1 

44.1 

53.9 

HEAVY  EQUIPMENT-BUILDING  &  MINING 

NA  Caterpillar 

1.4 

135.5(NA] 

116.4|NA| 

54.0 

Industry  average 

1.4 

135.5 

1 16.4 

HEAVY  EQUIPMENT-AGRICULTURAL 

NA  Deere 

-10.1 

84.5(NA) 

121.7(NA) 

39.0 

Industry  average 

-10.1 

84.5 

121.7 

HEAVY  EQUIPMENT-INDUSTRIAL 

1      Illinois  Tool  Works 

8.9 

108.0 

(D 

143.4 

ID 

8.9 

2  Pall 

8.7 

72.0  (10) 

95.8 

(2) 

5.0 

3  Trinova 

6.5 

76.2 

18) 

61.5 

19) 

19.0 

4             Stanley  Works 

4  9 

85.0 

15) 

74.9 

16) 

16.1 

5  Parker-Hannifin 

3.6 

73.0 

19) 

^2  ? 

111) 

25.1 

6        Cooper  Industries 

3.4 

79.7 

(7) 

78.9 

(5) 

43.1 

Ingersoll-Rand 

3.1 

86.7 

(4) 

72.9 

(7) 

32.3 

8           Foster  Wheeler 

2.3 

104.0 

(3) 

93.4 

(3) 

12.1 

9          Combustion  Eng 

2.1 

104.3 

(2) 

88.4 

(4) 

24.5 

10  Emhart 

-0.3 

64.8 

(ID 

57.5 

(10) 

32.3 

11        Dresser  Industries 

-0.6 

80.4 

(6) 

71.8 

(81 

43.0 

Industry  average 

2.7 

82.5 

74.4 

HOME  FURNISHINGS 

1  Rubbermaid 

12.0 

135.8 

98.9 

ID 

5.9 

2                  JP  Stevens 

2.2 

66.3 

(4) 

37.6 

(5) 

25.0 

3        Springs  Industries 

1.4 

64.0 

15) 

43.0 

(4) 

23.5 

4    West  Point-Pepperell 

1.1 

69.6 

13) 

47.5 

(3) 

28.5 

5               Premark  Intl 

-4.5 

89.5 

(21 

64.2 

121 

21.9 

Industry  average 

0.9 

75.4 

50.5 

HOTELS  &  GAMING 

1  Marriott 

1.1 

30.2 

ID 

26.2 

ID 

174.6 

2        Prime  Motor  Inns 

6.8 

47.8 

(2) 

113.2 

(2) 

6.6 

3              Hilton  Hotels 

2.8 

20.8 

14) 

37.7 

(41 

34.5 

4              Holiday  Corp 

2.3 

36.6 

(3) 

50.6 

(3) 

45.0 

Industry  average 

1.7 

30.5 

34.1 

HOUSEHOLD  PRODUCTS 

1  Clorox 

18.8 

202.9 

ID 

158.8 

ID 

5.4 

2              Sterling  Drug 

7.9 

91.7 

12) 

79.4 

(2) 

21.7 

Industry  average 

10.1 

113.9 

95.2 
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2NA...for  all  the  commitments  you  make 

ommitment  is  a  gift  of  love. 

The  CNA  Insurance  Companies  understand 
le  importance  of  commitment.  And  CNA  provides 
1  kinds  of  insurance  to  help  those  who  make 
Dmmitments  keep  them. 

INSURANCE  FROM 

OVA 

e^  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 


The  Forbes  500s-Jobs  and  Productivity 


Per  emploi 
s      Sales  ( 

ifnflftl 

Employees 
(000) 

 Ppr  " m  nlm  i. 

==31 
iW 

Rank 

Company 

Profit 

rank)  Assets  (rank) 

Rank 

Company 

Profits      Sales  (rank)  Assets  (rank) 

INDUSTRIAL  SERVICES 

9 

St  Paul  Cos 

16.0 

319.5 

151 

765.8 

1 

Waste  Management 

16.5 

89.7 

: 

124.2 

|1] 

22.5 

10 

Reliance  Group 

10.6 

320.9 

620.3 

,6' 

9 

2 

Browning-Ferris  Inds 

8.1 

77.3 

|3| 

82.9 

121 

18.0 

Industry  average 

21.4 

318  2 

690.6 

i 

Ogden 

3.2 

21.5 

(41 

22.5 

|4| 

37.1 

LUMBER 

4 

Johnson  Controls 

3.0 

90.7 

HI 

60.1 

[3] 

28.0 

1 

Georgia-Pacific 

7.6 

185.2 

• 

3 

3 

Industry  average 

6.8 

3.9 

4.4 

2 

Weyerhaeuser 

6.9 

179.5 

277.2 

: 

40 

INSURANCE-BROKER 

3 

Louisiana-Pacific 

5.2 

120.5 

151.0 

2 

12 

1 

Marsh  &  McLennan 

12.9 

96.0 

111 

78.5 

: 

18.8 

Industry  average 

7.0 

173.9 

197.9 

2  Alexander  &  Alexander 

2.4 

61.0 

|2| 

.  -  ■ 

[1] 

17.5 

MEDIA  SERVICES 

Industry  average 

7.8 

79.1 

107.6 

NA 

IMS  International 

8.4 

81.5INA) 

79.5 

NA! 

- 

INSURANCE-DIVERSIFIED 

Industry  average 

-  4 

81.5 

79.5 

1 

General  Re  135.1 

1405.6 

ID 

3840.9 

HI 

2.3 

METALS-NONFERROUS 

2 

Cincinnati  Financial 

63  9 

3 

121 

1061.3 

1.5 

1 

Newmont  Mining 

11.4 

57.7 

300.2 

3 

6 

3 

American  General 

-li  " 

374.6 

|7| 

1392.7 

4 

16.4 

2 

Homestake  Mining 

11.2 

342.5 

[2] 

9 

4 

Combined  Intl 

33.3 

243.0 

13 

794.5 

111! 

7.4 

3 

Engelhard 

1 1 1 

• 

149.9 

7 

5 

American  Intl  Group 

29.4 

328.1 

mi 

777.2 

[12] 

27.1 

4 

Alcoa 

7.4 

\  in  7 

189.5 

|5| 

35 

6 

Continental  Corp 

>  4 

352.0 

(91 

799.0 

1 10) 

17.1 

5 

Revnolds  Metals 

3.9 

140.0 

Id) 

142.6 

2'- 

7 

Loews 

24.3 

368.2 

191 

22.4 

0 

Kaiser  Alum  &  Chem 

-2.5 

169.6 

2 

245  7 

(4) 

13 

8 

Safeco 

22.9 

240.6 

[14] 

580.0 

15 

1 

7 

Amax 

-5.7 

112  8 

161 

379.4 

11 

Lincoln  National 

22.0 

465.0 

1259.2 

15) 

12.9 

9 

15) 

Industry  average 

4.1 

-;  - 

213.8 

10 

Aetna  Life  &  Cas 

20.1 

4^5.2 

14] 

1550.6 

(2) 

43.1 

11 

Transamerica 

17.4 

394.5 

161 

1050.8 

|7] 

15.4 

JVlt  1 ALS-S  1  tfcL 

12 

Old  Republic  Intl 

17.2 

254.3 

112] 

584.6 

|14] 

4.5 

1 

Cyclops 

2.4 

160  1 

1 11 

64.3 

15) 

9 

13 

Travelers 

15.6 

496.6 

? 

1-4  32  - 

13] 

32.3 

2 

Inland  Steel  Inds 

0.8 

140.0 

|3) 

1  1  i  ; 

- 

22 

14 

Farmers  Group 

14.5 

76.0  1161 

217.0 

|16' 

14.7 

3 

Bethlehem  Steel 

-4.1 

1 15.5 

124.3 

: 

37 

15 

Cigna 

13.9 

343.0 

[10] 

1005.5 

- 

49.7 

4 

Armco 

-22.3 

122.5 

I4| 

117.3 

12] 

2j 

16 

Kemper 

12.3 

203.0 

15 

59  3 

1 13) 

16.4 

5 

LTV 

-62.7 

140.2 

: 

.  - 

[41 

51 

Industry  average 

22.0 

371.0 

1056.4 

Industry  average 

-27.0 

132.3 

110.8 

INSURANCE-LIFE  &  HEALTH 

NATURAL  GAS-DISTRIBUTOR 

1 

First  Executive  181.1 

4185.2 

[1]  16590.7 

HI 

0.9 

1 

Iowa-Illinois  G&E 

39.5 

368.0 

; 

765.0 

: 

1 

2 

USLife 

46.8 

597.3 

|4| 

1858.6 

|5| 

2.0 

2 

Nicor 

27.2 

392.8 

121 

-4-  : 

,31 

4 

3 

ICH 

39.0 

: 

19] 

2135.2 

121 

3.9 

3 

Peoples  Energy 

21.9 

414.7 

111 

407." 

[4] 

3 

4 

Monarch  Capital 

38.9 

761.0 

[2| 

19994 

13! 

1.9 

4  Kansas  Power  &.  Light 

20.3 

265.7 

M  5  ; 

4 

5 

American  Familv 

36.1 

501.8 

161 

11-2  2 

(10) 

2.8 

5 

Primark 

10.3 

297.8 

[4] 

2-;  - 

- 

5 

6 

Capital  Holding 

32.9 

276.1 

[11] 

ill! 

8.3 

6 

Entex 

- 

14-  - 

-  _ 

I 

4 

" 

American  Natl  Ins 

32.0 

106.7 

[151 

499.3 

[14] 

7.8 

Industry  average 

10.9 

322.3 

525.7 

8 

Provident  Life  &  Acc 

31.4 

431.7 

[8] 

1597.8 

(8) 

4.7 

NATURAL  GAS-INTEGRATED 

UNUM 

31.1 

572.4 

15' 

1879.5 

,4' 

3.7 

9 

1 

Consol  Natural  Gas 

::  - 

501.3 

10 

Torchmark 

31.0 

234.1 

[12] 

621.0 

13 

6.6 

(3) 

Arkla 

18.5 

287.5 

11 

Jefferson-Pilot 

23.0 

194.0 

[13] 

~  ■  - 

12 

5.4 

2 

3 

9.3 

315.4 

: 

523.3 

(2! 

1 

12 

Life  Investors 

22.5 

657.2 

: 

1-:-  - 

1.6 

5  uoiumoia  lias  system 

Pacific  Lighting 

3  1 

200.4 

4 

189.0 

4 

13 

Kaufman  &  Broad 

18.6 

478.6 

[7| 

1840.7 

,6' 

2.4 

4 

5 

Enserch 

176.7 

18 

14  North  wpstprn  Varl  I  iip 

173. 

387.9 

[10] 

1333.7 

191 

:  - 

(5) 

15 

American  Can 

9.1 

118.8 

[14 

220.2 

24.3 

Industry  average 

6.6 

::: 

2--  - 

Industry  average 

25.9 

321.0 

1071.1 

NATURAL  GAS-PRODUCER  &.  PIPELINER 

INSURANCE-PROPERTY  &  CASUALTY 

1 

Enron 

6.0 

794.3 

HI 

888.4 

[1 

9 

1 

Geico 

37.9 

248.9 

[9] 

472.6 

5.7 

2 

Texas  Eastern 

0.1 

389.9 

4 

502.3 

16] 

Transco  Energv 

-0.9 

734.2 

: 

846.9 

.2' 

2 

USF&.G 

3 

461.4 

[1] 

950.6 

- 

9.4 

3 

Williams  Cos 

-44  ; 

329.0 

5] 

691. 7 

3 

3 

Chubb 

345.0 

121 

777.1 

9.3 

4 

Sonat 

■ 

:-:  : 

16' 

568.0 

4 

Home  Group 

22.3 

337.5 

,3' 

: 

6.5 

5 

5] 

5. 



Panhandle  Eastern 

452.3 

5 

Hanover  Insurance 

16.8 

277.8 

[7| 

-;: 

- 

4.2 

6 

6 

Ohio  Casualty 

18.5 

255.0 

18! 

446.0 

- 

5.6 

Industry  average 

-25.2 

510.1 

- 

Fireman's  Fund 

18.4 

298.0 

t 

739.3 

12.4 

8 

Progressive 

16.2 

171.3 

[10] 

317.4 

.10! 

4  0 

192 
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No  other  copier 
could  duplicate 
this  document!' 

IF 


■ 

Leonardo  da  Vinci 


XEROX 


Team  Xerox 


Introducing  the 
Xerox  1012  Marathon. 

Xerox  presents  a  true  original  in  the 
world  of  copiers:  the  industry's  first  and  only 
three-year  warranty.  That's  twelve  times 
longer  than  the  competition's  i 
best— just  three  months. 

We  made  the  101 2  so  reliable ' 
by  giving  you  less  of  what  makes  copiers 
break  down.  Like  a  less  complicated  paper 
path  for  months  between  paper  jams. 

We've  also  eliminated  developer  that 
usually  needs  professional  replacement.  And 
invented  a  dual  cartridge  system  so  simple, 
you  can  change  it  yourself. 
But  the  1012  also  gives  you  more  than 
'd  expect.  Crisp,  clean,  Xerox-quality 
copies  time  after  time.  Double  the 
usual  paper  capacity  with  two 
universal  paper  trays.  Optional 
reduction  and  enlargement 
And  the  support  of  Team  Xerox 
every  step  of  the  way 
To  learn  more  about  the  1012  and 
its  unprecedented  three-year  warranty, 
call  on  the  only  company  with  the 
nerve  to  offer  it.  Xerox. 
Xerox  brings  out  the  genius  in  you. 


I  I'd  like  to  learn  more  about  the  1012  Marathon  and  its 
unprecedented  three-year  warranty. 

□  Please  send  me  more  information. 

□  Please  have  a  sales  representative  contact  me. 
Send  this  coupon  to:  Xerox  Corporation, 
PO.  Box  24,  Rochester,  NY  14692. 


~l 


NAME 

Tin  i 

COMPANY 

ADDRESS 

CITY 

STATE 

ZIP  PHONE 

If  you  can't  wait,  call 

1-800-TEAM-XRX,  ext.  284A 

|^284A  (l-800-832-6979.ext.284A)  i52.04/27-87j 

XEROX®  and  1012  are  trademarks  of  XEROX  CORPORATION 


The  Forbes  500s-Jobs  and  Productivity 


-Per  employee  ($000)- 


Kank 


Company     Profits      Sales  (rank)  Assets  (rank) 


Employees 
(000) 


Rank 


-Per  employee  ($000)- 


Company     Profits      Sales  (rank)  Assets  (rank) 


Employ 

(ooo) 


OFFICE  PRODUCTS  &  SERVICES 


PAPER 


1 

Comdisco 

75.2 

1049.2 

(U 

2024.2 

(1) 

0.8 

2 

Microsoft 

55.9 

252.2 

(3) 

212.6 

(3) 

1.0 

3 

PHH  Group 

10.7 

282.8 

(2) 

779.2 

m 

3.3 

4 

Automatic  Data  Proc 

6.0 

67.4 

(5) 

70.3 

(5) 

19.3 

5 

Xerox 

4.2 

1 15.9 

(4] 

173.1 

(4) 

1 11.5 

Industry  average 

S.4 

119.6 

184.4 

OIL-INTERNATIONAL 

1 

Exxon 

43.6 

568.2 

(2) 

564.9 

13) 

123.0 

2 

Amoco 

15.5 

379.6 

(5) 

492.2 

(5) 

48.2 

3 

Texaco 

13.6 

593.9 

ID 

656.4 

(1) 

53.2 

4 

Chevron 

12.8 

435.1 

13) 

617.9 

(2) 

56.0 

5 

Phillips  Petroleum 

9.7 

415.5 

(4] 

526.5 

(4) 

23.6 

6 

Mobil 

9.6 

305.6 

(7) 

268.5 

17) 

146.8 

7 

Occidental  Petroleum 

3.7 

326.9 

(6) 

372.1 

16) 

46.9 

Industry  average 

18.8 

430.3 

466.2 

OTHER  OIL  &  GAS 

1 

Atlantic  Richfield 

21.2 

500.4 

[6] 

746.2 

(3) 

29.0 

2 

Mapco 

15.2 

304.8 

(11) 

272.7 

(16) 

5.2 

3 

Anadarko  Petroleum 

14.5 

295.9 

(12) 

1980.3 

ID 

0.7 

4 

Sun  Company 

12.5 

305.1 

(10) 

380.2 

(13) 

?0.7 

5 

Pennzoil 

9.4 

244.5 

(15) 

462.2 

(8) 

7.3 

6 

Unocal 

9.2 

391.5 

(81 

530.2 

(5) 

19.1 

7 

Cabot 

9.0 

175.4  (19] 

211.1 

(18) 

7.2 

8 

Witco 

8.1 

168.6  (20) 

102.0 

(20) 

8.0 

9 

Ashland  Oil 

5.5 

193.9 

(18) 

112.1 

(19) 

33.6 

10 

Coastal  Corp 

4.4 

407.8 

(7) 

475.7 

(7) 

16.4 

11 

American  Petrofina 

-7.2 

594. 1 

(2) 

522.8 

(6) 

3.4 

12 

Standard  Oil 

-7.6  ' 

225.4 

(16) 

390.1 

(12) 

40.9 

13 

National  Intergroup 

-8.2 

577  7 

(3) 

392.3 

(11) 

5.8 

14 

Diamond  Shamrock 

-12.1 

262.1 

(14) 

366.7 

(14) 

9.6 

15 

USX 

-24.9 

219.0 

(17) 

341.4 

(15) 

63.9 

16 

Amerada  Hess 

-28.2 

516.3 

14) 

632.0 

(4) 

7.8 

17 

Kerr-McGee 

-37.1 

322.4 

19) 

393.0 

(10) 

7.9 

18 

Murphy  Oil 

-40.2 

271.3 

113) 

409.1 

(9) 

4.8 

19 

Valero  Energy  -46.4 

872.4 

(1) 

787.6 

12) 

2.2 

20 

Tesoro  Petroleum  -48.0 

502.8 

(5| 

232.8 

U7I 

2.5 

Industry  average 

-4.2 

303.6 

396.0 

OILFIELD  SERVICES 

I 

Halliburton 

-9.2 

63.1 

121 

59.5 

12) 

55.9 

2 

Baker  International 

-23.2 

79.6 

ID 

81.7 

(1) 

17.7 

Industry  average 

-12.6 

67.1 

64.8 

PACKAGING 

1 

Temple-Inland 

8.1 

129.6 

(4) 

170.1 

(2) 

10.0 

2 

International  Paper 

8.0 

144.9 

ID 

206.8 

(1) 

38.0 

3 

Ball  Corp 

6.5 

118.9 

15) 

81.4 

(4) 

9.0 

4 

Crown  Cork  &  Seal 

6.4 

129.9 

(3) 

75.3 

(5) 

12.5 

5 

Triangle  Industries 

2.5 

144.1 

(2) 

163.6 

(3) 

18.5 

Industry  average 

6.5 

138.2 

162.0 

1 

Consolidated  Papers 

20.1 

149.9 

15) 

166.0 

(2) 

4.4 

2 

Bowater 

K)  " 

199.5 

ID 

347.3 

(1) 

4.6 

3 

Fort  Howard  Paper 

9.5 

100.0  (13) 

135.3 

110) 

15.5 

4 

Willamette  Inds 

9.1 

145.6 

(7) 

133.5 

111) 

8.2 

5 

Potlatch 

8.9 

123.5 

18) 

1  54.3 

(5) 

7.9 

u 

Union  Camp 

7.5 

117.5 

(10) 

158. 1 

(4) 

17.4 

7 

Westvaco 

7.1 

121.7 

(91 

136.6 

19) 

15.1 

8 

Gt  Northern  Nekoosa 

6.1 

145.7 

(6) 

148.4 

17] 

14.0 

9 

Champion  Intl 

5.3 

116.7 

(HI 

160.3 

(3) 

37.6 

10 

Boise  Cascade 

4.4 

161.6 

14) 

152.7 

16) 

23.. 

11 

)ames  River  Corp  VA 

4.3 

1154 

1121 

117.1 

[13) 

34.5 

12 

Stone  Container 

2.8 

163.4 

13) 

122.5 

(12) 

12.4 

13 

Mead 

2.3 

168.9 

12) 

142.8 

l«) 

19.1 

Industry  average 

6.0 

133.6 

147.2 

PERSONAL  PRODUCTS 

1 

Tambrands 

15.9 

111.9 

(5) 

83.6 

17) 

4.4 

2 

Procter  &  Gamble 

11.1 

242.6 

(1) 

199.7 

ID 

68.4 

3 

Scott  Paper 

7.9 

145.9 

(2) 

167.3 

12) 

23.6 

4 

Kimberly-Clark 

7.4 

1  17.7 

(4) 

100.5 

15) 

36.6 

5 

Hillenbrand  Inds 

7.3 

92.9 

(6) 

85.1 

16) 

6.9 

6 

Service  Corp  Intl 

7.1 

48.0  (11) 

120.8 

(4) 

6.9 

7 

Colgate-Palmolive 

4.7 

131.5 

(3) 

75.1 

(10) 

37.9 

8 

Johnson  &  Johnson 

4.3 

92.1 

(7) 

77.3 

(9) 

76.0 

9 

Avon  Products 

4.3 

78.3 

(9) 

62.4 

}6  8 

10 

Gillette 

0.5 

88.8 

(8) 

80.0 

(8) 

31.8 

11 

Revlon  Group 

0.0 

56.1 

(10) 

126.3 

(3) 

28.5 

Industry  average 

5.8. 

126.1 

112.5 

PHOTOGRAPHY 

1 

Polaroid 

7.5 

117.6 

(1) 

106.8 

ID 

13.8 

2 

Eastman  Kodak 

3.0 

92.3 

(2) 

103.0 

(21 

125.2 

Industry  average 

3.4 

94.8 

103.4 

PUBLISHING 

1 

Telerate 

57.6 

309.7 

ID 

351.6 

ID 

0.8 

2 

Dow  Jones 

26.2 

162.2 

(5) 

176.6 

16) 

7.0 

3 

Time  Inc 

!8  4 

183.5 

14) 

209.8 

(3) 

20.5 

4 

Affiliated  Pubs 

17.6 

106.6 

(9) 

118.5 

(9) 

3.8 

5 

Tribune 

16.3 

112.8 

17) 

143.8 

(7) 

18.0 

6 

Washington  Post 

15.8 

191.3 

(3) 

180.4 

15) 

6.4 

7 

Times  Mirror 

13.9 

99.8 

(11) 

100.1 

29.3 

8 

New  York  Times 

13.0 

153.8 

(6) 

138.1 

(8| 

10.2 

9 

McGraw-Hill 

10.4 

106.0 

(10) 

98.3 

112] 

14.9 

10 

Deluxe  Check 

9.3 

66.2 

117) 

50.5 

119] 

13.1 

11 

Capital  Cities/ABC 

9.1 

207.3 

12) 

266.0 

12] 

19.9 

12 

Gannett 

8.5 

86.5 

(14) 

103.9 

|10] 

32.4 

13 

Commerce  Clearing 

7.7 

82.0 

(16) 

72.7 

(16] 

6.2 

14 

RR  Donnelley 

7.7 

108.4 

18) 

84.5 

115) 

20.6 

15 

Macmillan 

6.9 

98.5 

(12) 

97.2 

(131 

8.3 

16 

Knight-Ridder 

6.1 

83.1 

(151 

84.7 

|14| 

23.0 

17 

Dun  &  Bradstreet 

5.8 

52.7 

(191 

52.8 

118] 

59.1 

18 

Harcourt  Brace 

5.3 

97.2 

(13) 

180.4 

14) 

134 

19 

American  Greetings 

3.5 

55.3 

(18) 

56.5 

117) 

194 

Industry  average 

9.9 

103.1 

1  12.5 
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You're  surrounded 
by  technology. 
But  are  you 
on  top  of  #t?v-— 


A?J  i 


5SnpH  Tsnp  Bl. 


vX.  «w  conpuiek' 

-»  >   *     *  Mis 


rcera/  Ameri+Classic? 
i  deserve  the 
ifidence  of  the 
rld's  only  puncture- 
iling,  oil-season 
Hal  with  six-year 
imited  mileage? 


M 


m 


9  '  #7 


r'«  W.-B 


AMERI+CLASSIC 


6-YEAR 
UNLIMITED  MILEAGE* 

Six-year  unlimited  mileage 
—  best  in  the  industry. 

GEN+SEAL® 
PUNCTURE  SEALANT 

Gen*Seal®  puncture  seal- 
ant adds  confidence  to 
every  mile. . 

ALL-SEASON 
RADIAL  DESIGN 

All-season  radial  design 
for  year-round  traction. 
M&S  rated. 

ROAD 
HAZARD 
PROTECTION* 

General  offers  free  replace- 
ment for  the  first  30, 000 
miles  or  50 "o  oftreadwear 
(whichever  comes  first). 

TIRE  INDUSTRY'S 
IS  HIGHEST  UTQC 
TREADWEAR  QUALITY 
RATING  (350) 

Published  comparisons} 
of  the  world's  leading 
brands  confirm  that  you 
can 't  buy  a  better-rated  tire: 

PRESTIGE 
'      '  STYLING 

■ 

Contemporary  white  side- 
wall  with  distinctive 
stylized  G. 

Dial  1-800-255-2550 

for  the  General  dealer 
nearest  you. 
For  all 

the  right  reasons, 
you  need  Generals. 


55? 


'SEE  DEALER  FOR  TERMS,  CONDITIONS  AND  O 
OBLIGATIONS  UNDER  THE  AMERI-k  CLASSIC  LIMI 

WARRANTY,  t  December  5.  1986.  AKRON  BEACON  JOURNAL  Decern 
15. 1986.  RUBBER  APLASTICS  NEWS  December  22.  1986.  TIRE  BUSINESS 


The  Forbes  500s-Jobs  and  Productivity 


-Per  employee  ($000)- 


Rank 


Company     Profits      Sales  (rank)  Assets  (rank) 


Employees 
(000) 


Rank 


-Per  employee  ($000)- 


Company     Profits      Sales  (rank)  Assets  (rank) 


Empl 

10! 


RAILROADS 


RETAI  LING-MISCELLANEOUS 


1         Norfolk  Southern 

13.5 

106.4 

(4) 

254.7 

(2) 

38.3 

2  CSX 

8.3 

125.6 

(3) 

250.7 

(3)  ' 

50.5 

3        Santa  Fe  Southern 

-2.4 

99.8 

(5) 

205.6 

(5) 

56.4 

4    Burlington  Northern  - 

11.4 

151.4 

(2) 

232.3 

(4) 

45.9 

5              Union  Pacific  - 

11.7 

166.5 

ID 

275.2 

ID 

39.5 

Industry  average 

-0.8 

128.2 

240.9 

RECREATION 

NA  Brunswick 

4.8 

75.5( 

NA! 

82.4(NA) 

22.8 

Industry  average 

4.8 

75.5 

82.4 

RETAILING- APPAREL 

1       Charming  Shoppes 

6.2 

80.2 

(3) 

36.5 

(3) 

6.5 

2  Limited 

5.9 

81.8 

(2) 

35.9 

(4) 

38.4 

3  Gap 

5.9 

73.7 

(5) 

31.6 

(5) 

11.5 

4               Petrie  Stores 

4.6 

74.9 

(4) 

67.3 

(D 

16.0 

5  Nordstrom 

4.1 

91.6 

(1) 

50.1 

(2) 

17.8 

6  Melville 

3.0 

67.3 

(6) 

25.6 

(7) 

78.2 

7                     US  Shoe 

0.8 

66.0 

(7) 

30.4 

(6) 

30.4 

Industry  average 

3.7 

73.5 

34.6 

RETAILING-CATALOG  SHOWROOMS 

1             Best  Products 

-1.3 

119.0 

ID 

70.3 

(D 

18.0 

2    Service  Merchandise 

-1.7 

93.7 

12) 

54.4 

(2) 

27.0 

Industry  average 

-1.5 

103.8 

60.8 

RETAILING-CONVENIENCE  STORES 

1  Southland 

3.2 

128.9 

ID 

53.9 

12) 

63.5 

2                     Circle  K 

2.6 

123.1 

12) 

60.0 

ID 

18.0 

Industry  average 

3.1 

127.6 

55.2 

RETAILING-DEPARTMENT  STORES 

1         Mercantile  Stores 

5.0 

92.2 

13) 

57.4 

(4) 

22.0 

2      Dillard  Dept  Stores 

4.0 

100.6 

(U 

65.9 

12) 

18.4 

3                 IC  Penney 

3.0 

83.5 

(4) 

63.4 

(3) 

176.5 

4            Sears,  Roebuck 

2.8 

93  1 

12) 

138.7 

ID 

475.7 

5          May  Dept  Stores 

2.6 

70.1 

(7) 

41.9 

(7) 

148.1 

6      Federated  Dept  Strs 

2.3 

78.6 

16) 

44.7 

161 

133.8 

7     Carter  Hawley  Hale 

0.9 

78.6 

(5) 

47.8 

15) 

52.0 

8        Carson  Pirie  Scott 

0.7 

56.5 

18) 

27.6 

18) 

25.0 

Industry  average 

2.7 

84.9 

90.4 

RETAILING-D1SCOUNT  &  VARIETY  STORES 

1          Wal-Mart  Stores 

3.7 

98.2 

ID 

33.1 

(4) 

122.5 

2  Dayton-Hudson 

2.7 

73.5 

(5) 

41.9 

ID 

126.0 

3                     K  mart 

1.9 

74.4 

(4) 

33.1 

13) 

320.0 

4        Ames  Dept  Stores 

1.8 

79.5 

(3) 

38.7 

(2) 

23.0 

5            FW  Woolworth 

1.8 

54.2 

(6) 

23.8 

16) 

120.0 

6  Zayre 

1.5 

89.2 

(2) 

31.3 

15) 

60.0 

Industry  average 

2.3 

76.2 

33.1 

RETAILING-DRUGSTORES 

1                     Rite  Aid 

4.4 

100.8 

(3) 

49.6 

ID 

16.9 

2       Longs  Drug  Stores 

3.4 

142.2 

ID 

38.5 

(2) 

11.5 

3  Walgreen 

2.6 

100.1 

(4) 

35.8 

(3) 

38.0 

4         American  Stores 

1.2 

111.7 

|2) 

29.0 

(4) 

125.5 

Industry  average 

1.9 

!  10.3 

32.7 

1           Home  Shopping 

ir\  7 

111 

i 70  n 

z  /  y.u 

/ 1 1 
111 

i 

l 

2                     Price  Co 

10.0 

442.1 

11) 

97.5 

(21 

3             Genuine  Parts 

9.0 

176.5 

13) 

74.6 

(5) 

13 

4  Sherwin-Williams 

8.0 

116.6 

15) 

86.1 

(3) 

13 

5  Tandy 

6.1 

93.6 

(8) 

63.5 

17) 

3.5 

6               Toys  "R"  Us 

5.6 

90.2 

(9) 

56.2 

18) 

V 

Lowe's  Cos 

3.9 

162.5 

14) 

69.0 

16) 

14 

8        Payless  Cashways 

3.2 

114.2 

(6) 

53.1 

19) 

13 

9                Wickes  Cos 

1.5 

94.2 

(7) 

82.6 

[4| 

SO 

Industry  average 

4.9 

122.4 

73.1 

RETAILING-SHOE  STORES 

NA              Brown  Group 

1.5 

55.2(NA] 

26.6(NA| 

25 

Industry  average 

1.5 

55.2 

26.6 

SEMICONDUCTORS 

1  Avnet 

2.1 

159.6 

ID 

101.7 

121 

9 

2      Texas  Instruments 

0.5 

64.1 

12) 

43.0 

13) 

77 

3     Natl  Semiconductor 

-1.7 

49.4 

14) 

39.4 

(4) 

34 

4  Intel 

-9.3 

64.1 

13) 

105  i 

1 

19 

Industry  average 

-1.3 

66.9 

54.8 

SHIPPING 

1   Alexander  &  Baldwin 

28.2 

154.0 

12) 

285.2 

(2) 

3 

2  Greyhound 

5.2 

86.0 

13) 

142.6 

(3) 

35 

3      American  President 

4.7 

376.0 

ID 

350.8 

ID 

3 

Industry  average 

6.9 

116.8 

171.9 

SHOE  MANUFACTURER 

NA    Reebok  International 

151.9 

1056.8 

NA) 

506.2(NA) 

0 

Industry  average 

151.9 

1056.8 

506.2 

SUPERMARKETS-MAJOR 

1              Lucky  Stores 

4.3 

118.2 

(3) 

29.3 

(3) 

54 

2  Albertson's 

2.6 

139.7 

ID 

32.8 

ID 

38 

3       Winn-Dixie  Stores 

1.4 

113.5 

14) 

19.1 

(7| 

75 

4           Great  A&P  Tea 

1.2 

130.6 

(2) 

29.7 

(2) 

60 

5  Supermarkets  General 

1.2 

104.9 

(5) 

22.3 

16) 

52 

6         Stop  &  Shop  Cos 

0.8 

H2  4 

(7) 

27.3 

14) 

47 

Kroger 

0.3 

103.8 

(6) 

24.7 

(5) 

165 

Industry  average 

1.3 

111.0 

25.6 

SUPERMARKETS-REGIONAL 

1             Weis  Markets 

5.1 

86.7 

(4) 

37.3 

ID 

12 

2                   Food  Lion 

3.3 

126.8 

ID 

31.9 

(41 

19 

3                Giant  Food 

2.2 

122.4 

(21 

36.9 

12) 

20 

4                 Fred  Meyer 

1.5 

106.8 

13) 

33.8 

(3) 

15 

Industry  average 

.9 

113.4 

34.9 
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Wl EXPECT  MORE  COMFORT 


AMD  YOU  SHOULD. 


Comfort. 

Remember  it?  It's  a  word  almost 
forgotten  in  the  airline  business  today, 
But  not  at  Pan  Am.  You're 
going  to  hear  more  and  more 
about  comfort  this  year  from  us. 
More  comfort  in  First  Class. 
More  comfort  in  Clipper®  Class. 
More  comfort  in  Economy. 

You'll  be  in  total  comfort  in  our  new 
^eperette®  Seats  in  First  Class. 
You'll  be  able  to  relax,  stretch  out,  and 


work  if  you  want  in  our 
wider,  more  handsome  Clipper 
seats  (with  six,  not  eight,  seats  across). 
You'll  be  treated  to  new  carpeting, 
brighter  decor,  better  lighting,  new 
electronic  head  sets  and  more  elaborate 
and  innovative  menus. 

There's  more.  We're  also  introducing 
an  all  new  reservation  system  which  j 
means  faster  ticketing  and  shorter 
lines  at  the  airport. 

And  as  always  you  get  that 
internationally  famous  Pan  Am 
service  everywhere  you  fly. 

So  if  you  appreciate  comfort,  come 
fly  with  us.  And  get  more. 


The  Forbes  500s-Jobs  and  Productivity 


-Per  employee  (S000) — 


Rank 


Company     Profits      Sales  (rank)  Assets  (rank) 


Employees 
(000) 


Rank 

Company 

Profit 

Per  employee  (S000)  

>      Sales  (rank)  Assets  (rank) 

EmpI 

(0' 

20 

Apple  Bank 

22.8 

301.0 

(38) 

4461.7 

(14) 

0 

21 

Gibraltar  Financial 

22.6 

461.6 

(12! 

4921.1 

(10) 

2 

22  American  Continental 

22.2 

615.0 

(4) 

3301.0 

(32) 

1 

23 

GlenFed 

22.2 

359.5 

123) 

3656.7 

(20) 

4 

24 

Pacific  First  Finl 

19.2 

318.3 

1321 

3073.8 

[36] 

1 

25 

Carteret  Savings 

18.9 

396.7 

(161 

3617.1 

[22] 

1 

26 

Crossland  Savings 

18.5 

374.4 

(17] 

4299.7 

115] 

1 

27 

Imperial  Corp  of  Am 

18.3 

363.2 

(22) 

3367.5 

(28) 

1 

28 

American  Savings 

17.9 

343.8 

[25) 

3643.7 

(21) 

1 

29 

Fin  Corp  of  America 

17.2 

599.2 

'-> 

6107.8 

(4) 

5 

30 

Perpetual  Savings 

17.0 

345.7 

(24) 

3325.4 

(301 

1 

31 

Western  S&L 

16.7 

303.5 

(37) 

3064.7 

(37) 

1 

32 

Society  for  Savings 

15.8 

313.2 

(35| 

2919.2 

(38) 

1 

33 

Howard  Savings  Bank 

15.5 

245.5 

1461 

2775.9 

140) 

1 

34 

Northeast  Savings 

15.1 

319.9 

131) 

3549.4 

(23) 

1 

35 

Valley  Federal  S&L 

14.2 

261.5 

(44) 

2218.0 

(47) 

1 

36 

Talman  Home  Fedl 

12.8 

253.8 

(45 ) 

2447.9 

(45) 

2 

37TCF  Banking  &  Saving 

10.7 

335.0 

(28) 

3544.1 

[24] 

1 

38 

Benjamin  Franklin 

10.1 

341.8 

(261 

3095.7 

[35] 

1 

39  Rochester  Community 

10.1 

242.9 

(47) 

2565.7 

(44) 

1 

40 

Empire  of  America 

9.4 

298.9 

139) 

2639.4 

(43) 

3 

41 

CityFed  Financial 

6.2 

201.9 

(49) 

1777.6 

(49) 

6 

42 

Atlantic  Financial 

5.9 

363.5 

(21) 

3890.3 

(17) 

1 

43 

AmeriFirst  Federal 

5.7 

197.8 

(50) 

1732.6 

(51) 

2 

44 

CenTrust  Savings 

5.5 

2M  k 

(42) 

3744.4 

(19) 

1 

45 

American  Capital 

5.1 

263.5 

(43) 

2833.2 

(39) 

1 

46 

Guarantee  Financial 

4.1 

213.8 

(48) 

1740.8 

(50) 

1 

47 

Meritor  Financial 

-1.0 

317.4 

(33) 

3397.9 

2- 

5 

48 

Western  Capital  Inv 

-3.6 

176.8 

(51) 

1789.9 

(48) 

2 

49 

First  Columbia  Finl 

-17.2 

315.8 

(34) 

3256.6 

(33| 

0 

50 

Florida  Federal  S&L 

-25.3 

309.0 

(36) 

3307.9 

(31) 

1 

51 

United  Financial 

-54.3 

895.7 

(2) 

8843.9 

(2) 

0 

Industry  average 

21.8 

368.1 

3528.7 

TIRE  &  RUBBER 

1 

GenCorp 

4.8 

1  15.4 

(1) 

78.9 

(1) 

26 

2 

Goodyear 

1.0 

74.9 

(2) 

70.8 

12) 

121 

3 

Firestone 

ij  - 

64.5 

(31 

48.7 

(3) 

54. 

Industry  average 

1.4 

77.4 

65.9 

TOBACCO 

1 

US  Tobacco 

30.1 

148.0 

(2) 

151.6 

(2) 

3. 

2 

Philip  Morris  Cos 

13.1 

183.8 

ID 

156.8 

ID 

112. 

3 

RJR  Nabisco 

8.3 

125.2 

13] 

133.4 

(3) 

127. 

4 

Universal  Leaf 

3.6 

124.3 

14) 

14. 

Industry  average 

10.4 

151.1 

140.8 

TOYS  &  ELECTRONICS  ■ 

\  A 

Hasbro 

13.4 

181.7(NA) 

132.7|NA) 

Industry  average 

13.4 

181.7 

132.7 

TRUCKING  &  LEASING 

1 

Ryder  System 

5.2 

120.7 

(11 

153.2 

- 

31. 

2 

Consol  Freightways 

}  - 

91.8 

(2) 

55.1 

23. 

3 

Roadway  Services 

3.4 

76.1 

(31 

47.5 

(3) 

22. 

4 

Yellow  Freight  Systm 

2.9 

73.2 

(4) 

36.9 

(5) 

23. 

5 

Leaseway  Transport 

2.5 

65.9 

45.8 

14) 

20. 

Industry  average 

3.7 

88.4 

74.0 

RESTAURANT  CHAIN 


1 

McDonald's 

3.0 

26.1 

(2! 

37.5 

ID 

159.0 

2 

Shoney's 

2.0 

29.4 

ID 

17.0 

12) 

22.0 

3 

Wendy's  Intl 

-0.1 

22.5 

(31 

16.4 

13) 

49.0 

Industry  average 

2.2 

25.6 

31.0 

TELECOMMUNICATIONS-CARRIER 

1 

Communications  Sat 

TO  C 
AO.  J 

1  OO.Z 

w 

AHA  7 

2.5 

2 

BellSouth 

1  A  ft 

1 20  9 

277.0 

151 

94.6 

3 

Ameritech 

14.9 

122.8 

|6] 

245.9 

(9) 

76.2 

4 

Pacific  Telesis 

14.7 

122.6 

[7] 

277.6 

[4] 

7.3.2 

5 

Southwestern  Bell 

14.7 

113.8 

(ID 

292.3 

(3) 

69.4 

6 

Bell  Atlantic 

14.6 

124.5 

(5) 

264.6 

[7] 

79.7 

7 

Nynex 

13.5 

126.1 

14) 

242.5 

(101 

89.9 

8 

US  West 

13.2 

H9.1 

1 10) 

268.6 

16) 

69.8 

9 

Cincinnati  Bell 

11.3 

95.4 

115) 

190.1 

(13) 

5.2 

10  So  N  England  Telecom 

10.2 

104.8 

113) 

184.6 

(14) 

13.7 

11 

Contel 

10.2 

134.1 

13) 

234.9 

(ID 

22.9 

12 

Centel 

8.7 

109.7 

112) 

231.2 

(12) 

12.5 

13 

United  Telecom 

7.1 

120.8 

[9] 

251.8 

18) 

25.3 

14 

GTE 

7.1 

90.2 

|16| 

163.6 

115) 

167.5 

15 

American  Tel  &  Tel 

1.0 

104.2 

(14| 

118.8 

116) 

327.3 

16  MCI  Communications  - 

-33.0 

275.3 

ID 

403.0 

12) 

13.0 

Industry  average 

8.7 

113.7 

208.3 

TELECOMMUNICATIONS-MANUFACTURER 

NA 

Motorola 

2.1 

63.8(NA) 

50.7(NA) 

92.3 

Industry  average 

2.1 

63.8 

50.7 

TEXTILE  MANUFACTURER 

NA 

Burlington  Inds 

1.3 

63.7(NA) 

49.4|NA) 

44.0 

Industry  average 

1.3 

63.7 

49.4 

THRIFT  INSTITUTION 

1 

Columbia  S&L  262.6 

1548.8 

ID 

13870.6 

ID 

0.7 

2 

Golden  West  Finl 

73.1 

540.1 

(8) 

4942.5 

(9) 

2.5 

3 

Downey  S&  L 

55.1 

294.9 

(40) 

2376.4 

(46] 

1.0 

4 

Homestead  Financial 

51.2 

689.9 

(3) 

6970.0 

0.8 

5 

Washington  Mutual 

50.9 

324.5 

(301 

3824.5 

(18) 

1.4 

6 

First  Federal  Mich 

50.2 

579.2 

16) 

5299.4 

(7) 

2.1 

7 

Citadel  Holding 

44.1 

541.0 

(7) 

4975.7 

(8) 

0.7 

8 

Far  West  Financial 

36.3 

531.3 

(10) 

4749.7 

(ID 

0.6 

9 

HF  Ahmanson 

34.2 

341.6 

127) 

3112  5 

(34) 

8.9 

10 

Gt  Am  First  Savings 

33.2 

444.7 

113] 

4621.4 

(12) 

2.8 

11  Farm  &  Home  Savings 

29.9 

411.7 

(15) 

4540.6 

(13) 

0.7 

12 

Gt  Western  Financial 

29.3 

367.2 

(191 

2688.5 

(41) 

10.3 

13 

Home  Federal  S&L 

29.0 

328.3 

(291 

3390.S 

(26) 

3.6 

14 

Great  Lakes  Fedl  S&L 

28.5 

367.2 

[20' 

3355.8 

(29) 

0.8 

15 

Coast  S&L  Assoc 

27.7 

484.3 

UD 

5340.7 

(6) 

1.8 

16 

Dime  Savings  Bank 

27.1 

282.8 

|41| 

2679.0 

(42) 

3.1 

17 

Fin  Cp  Santa  Barbara 

26.0 

536.8 

(91 

60780 

[5] 

0.8 

18 

CalFed 

25.7 

368.2 

(18) 

3367.6 

(27| 

6.4 

19 

Commercial  Federal 

23.7 

419.6 

(14) 

4051.2 

1161 

0.9 
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Ranking  The  Forbes  500s 


Listed  here,  all  790  companies  that  show  up 
on  at  least  one  of  The  Forbes  500s  rosters, 
and  where  to  find  them  in  the  main  tables. 


ro  matter  how  you  measure  it — sales,  profits,  assets 
or  market  value — General  Motors  is  one  of  America's 
500  largest  corporations.  But  Millipore,  ranked  500th 
le  Market  Value  500  with  a  capitalization  of  $888  mil- 
has  only  $398  million  in  assets  and  would  be  overlooked 
ly  roster  of  giants  that  looked  at  assets  alone, 
lere  are  a  lot  of  companies  like  Millipore,  large  on  one 
;  but  not  on  others.  This  year  790  companies  qualify  by 
)r  more  of  the  yardsticks  used  in  the  500s  tables,  but  only 
make  all  four  lists.  The  following  table  shows  the  rank- 
of  the  790  companies  on  the  four  lists. 


Fiscal  year-end  results  are  used  for  companies  with  years 
ending  in  November,  December  or  January.  For  all  other 
firms,  trailing  12-month  figures  are  used  for  sales,  profits  and 
cash  flow.  Assets  are  for  the  most  recently  reported  quarter. 
Market  value  is  for  Dec.  31,  1986. 

Besides  the  four  main  tables,  this  issue  includes  a  review  of 
jobs  and  productivity  (seep.  183)  and  a  review  of  stock  market 
performance  and  share  data  (seep.  232).  To  find  a  company  in 
the  jobs  section,  first  find  its  main  industry  group  (which  will 
be  the  first  one  listed)  in  the  address  section  that  begins  on 
page  278. 


-Where  they 

rank:  1986- 

Market 

Net 

Cash 

Number 

Market 

Net 

Assets 

Sales 

value 

profits 

flow 

employed 

ets 

Sales 

value 

profits 

Company 

($mil) 

($mil) 

($mil) 

($mil) 

(Smil) 

(thou) 

6 

184 

36 

56 

Abbott  Laboratories 

3,866 

3,808 

10,441 

540.5 

740.0 

35.2 

1 

16 

60 

27 

Aetna  Life  &  Casualty 

66,830 

20,483 

6,349 

865.2 

911.8 

43.1 

3 

■ 

■ 

■ 

Affiliated  Bankshares  of  Colorado 

2,620 

265 

112 

7.1 

13.5 

2.3 

■ 

378 

454 

Affiliated  Publications 

446 

401 

1,239 

66.1 

82.4 

3.8 

9 

248 

237 

1 19 

HF  Ahmanson 

27,592 

3,029 

2,138 

303.6 

375.1 

8.9 

1 

330 

253 

■ 

Air  Products  &  Chemicals 

2,641 

2,040 

1,995 

5.7 

237.0 

17.7 

124 

331 

337 

Albertson's 

1,265 

5,380 

1,436 

100.2 

166.6 

38.5 

463 

■ 

■ 

Alco  Health  Services 

437 

1,406 

230 

15.8 

20.5 

2.1 

165 

■ 

496 

Alco  Standard 

1,271 

4,157 

856 

57.0 

101.6 

18.6 

1 

■ 

413 

■ 

Alexander  &  Alexander  Services 

2,429 

1,068 

1,108 

42.6 

85.2 

17.5 

■ 

368 

358 

Alexander  &  Baldwin 

934 

504 

1,262 

92.4 

134.4 

3.3 

1 

■ 

■ 

394 

Alleghany 

1,516 

623 

431 

79.5 

89.6 

5.4 

483 

■ 

■ 

Allegheny  International 

1,183 

1,327 

135 

-164.0 

-114.8 

18.0 

7 

401 

230 

189 

Allegheny  Power  System 

4,200 

1,704 

2,251 

203.7 

354.6 

5.8 

7 

■ 

■ 

■ 

Allied  Bancshares 

9,864 

936 

487 

-17.6 

-2.3 

3.5 

5 

39 

53 

48 

Allied-Signal 

11,268 

11,794 

6,996 

605.0 

973.0 

140.5 

3 

147 

156 

144 

Aluminum  Co  of  America 

6,767 

4,667 

2,949 

264.0 

610.9 

35.7 

7 

488 

494 

■ 

AMAX 

4,398 

1,308 

899 

-65.8 

78.9 

11.6 

■ 

402 

■ 

Amdahl 

1,054 

966 

1,146 

39.3 

123.6 

7.0 

1 

172 

257 

■ 

Amerada  Hess 

4,914 

4,015 

1,973 

-219.4 

248.8 

7.8 

4 

104 

91 

102 

American  Brands* 

9,056 

6,221 

4,669 

365.3 

494.2 

78.6 

1 

254 

231 

174 

American  Can 

5,350 

2,887 

2,249 

220.0 

254.8 

24.3 

6 

■ 

■ 

■ 

American  Capital 

5,100 

474 

65 

9.2 

22.0 

1.8 

9 

■ 

■ 

■ 

American  Continental 

4,575 

852 

139 

30.8 

37.5 

1.4 

1 

182 

131 

192 

American  Cyanamid 

3,667 

3,816 

3,581 

202  5 

392.7 

35.4 

Qt  on  500  list    'Figures  include  unconsolidated  subsidiaries 
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THE  BEST  RELATIONSHIPS  ARE  THOSE  THA 

STAND  THE  TEST  OF  TIM] 

COME  TO  NEW  ENGLANI 


ities  products  available  through  New  England  Securities  Corporation 


©  1986,  New  England  Mutual  Life  Insurance  Company.  Boston,  MA. 


The  New  England  we  speak  of  is  just 
that-TTie  New  England  (formerly  known  as 
New  England  Life).  A  partnership  of  finan- 
cial services  companies  with  over  $34  bil- 
lion in  assets  under  management.  Offering 
life  insurance,  mutual  funds,  employee 
benefits,  financial  planning  and  more. 

At  The  New  England,  we  appreciate 
the  value  you  place  on  enduring  relation- 
ships. That's  why  we've  worked  hard  for 
more  than  150  years  to  build  relationships 


with  our  clients  based  on  respect  and 
commitment. 

Building  long-term  relationships  is 
one  of  the  ways  our  representatives  earn 
the  trust  and  promote  the  security  of  our 
clients.  If  you  feel  at  home  with  a  company 
that  takes  this  stand,  come  to  New  England. 
The  New  England. 

Phone  1-800-222-2725,  Ext.  144,  and 
well  send  you  a  free  brochure  and  the 
name  of  your  local  representative. 


The  New  England 

Yolk  Financial  Partner 


Ranking  The  Forbes  500s 


-Where  thei 

rank:  1986- 

Market 

Net 

Cash 
ii-tl. 
Mow 

(Smil) 

Nun 

tmpl 
1th 

Assets 

Sales 

Market 
value 

Net 
profits 

Company 

Assets 
■  (Smill 

Sales 
(Smil) 

val  ue 
iSmil) 

profits 
(Smil) 

102 

142 

84 

65 

American  Electric  Power 

13,592 

4,843 

5,322 

■ 

4 

21 

26 

12 

American  Express 

99,476 

16,809 

1 2, 1 90 

1,250.0 

1,250.0 

7 

402 

466 

438 

333 

American  Family 

3,302 

1,401 

1,045 

100.7 

107.5 

50 

105 

89 

42 

American  General 

22,899 

6,160 

4,713 

669.2 

722.6 

1 



■ 

■ 

■ 

450 

American  Greetings 

1,097 

1,073 

844 

68.4 

96.1 

1 

331 

138 

30 

31 

American  Home  Products 

4,175 

4,927 

11,400 

778.8 

887.5 

61 

62 

40 

29 

American  International  Group 

21,023 

8,876 

9,976 

795.8 

859.8 

2 

357 

288 

364 

■ 

American  Medical  International 

3,862 

2,494 

1,281 

-97.4 

102.1 

4 

■ 

206 

■ 

a 

American  Motors 

2,225 

3,463 

335 

-91.3 

63.8 

2 

354 

■ 

393 

148 

American  National  Insurance 

3,875 

828 

1,184 

248.4 

254.7 

a 

337 

■ 

a 

American  Petrofina 

1,777 

2,019 

569 

-24.6 

112.9 

■ 

449 

■ 

a 

American  President  Cos  Ltd 

1,343 

1,440 

544 

18.0 

85.3 

358 

■ 

a 

a 

American  Savings  Bank  FSB 

3,833 

362 

94 

18,9 

30.2 

■ 

250 

333 

205 

American  Standard 

2,208 

2,998 

1,423 

19.3.2 

297.5 

3 

374 

32 

290 

268 

American  Stores 

3,645 

14,021 

144.5 

339.7 

12 

25 

8 

4 

115 

American  Telephone  &  Telegraph 

38,883 

34,087 

26,800 

.314.0 

4,239.0 

32 

328 

■ 

a 

a 

AmeriFirst  Federal  Savings  &  Loan 

4,189 

478 

100 

13.7 

21.2 

75 

54 

24 

16 

Ameritech 

18,739 

9,362 

12,607 

1,1.38.4 

2,802.9 

107 

■ 

■ 

36>< 

Ameritrust* 

12,882 

1,062 

785 

104.3 

■ 

376 

■ 

a 

Ames  Department  Stores 

890 

' 

886 

41.1 

70.5 

2 

■ 

349 

a 

■ 

Amfac 

1,161 

1,962 

350 

-24.7 

49 

17 

10 

34 

Amoco 

23,706 

18,281 

16,684 

747.0 

3,165.0 

4 

■ 

353 

120 

234 

AMP 

1,933 

3,905 

164.3 

" 

2 

198 

108 

146 

131 

AMR 

_ 

6,018 

3,150 

279.1 

667.8 

5 

■ 

■ 

477 

AmSouth  Bancorporation 

5,943 

524 

616 

61.0 

72.2 

■ 

■ 

439 

a 

Anadarko  Petroleum 

1,376 

206 

1,038 

.  : 

83.2 

243 

77 

52 

63 

Anheuser-Busch  Cos 

;  --34 

7,677 

7,024 

518.0 

795  ; 

4 

469 

■ 

a 

a 

Apple  Bank  for  Savings 

2,699 

182 

118 

1.3.8 

15.6 

■ 

334 

199 

244 

Apple  Computer 

1,275 

:  030 

2,541 

155  5 

210.7 

363 

117 

152 

L58 

Archer  Daniels  Midland 

3,800 

5,558 

3,016 

235.9 

383.0 

■ 

■ 

415 

466 

Arkla 

2,285 

1,000 

1,098 

u : 

139.7 

491 

273 

a 

a 

Armco 

2,528 

2,641 

351 

-480.3 

-349.1 

2 

■ 

354 

336 

295 

Armstrong  World  Industries 

1,298 

1,920 

1,420 

122.4 

196.7 

2 

366 

98 

276 

210 

Ashland  Oil 

J,767 

6,515 

1,820 

185.5 

439.5 

3 

■ 

■ 

a 

443 

Atlantic  City  Electric 

1,399 

583 

683 

69.6 

112.1 

233 

■ 

a 

a 

Atlantic  Financial  Federal 

5,979 

559 

43 

: 

33.3 

56 

31 

35 

47 

Atlantic  Richfield 

21,604 

14,487 

10,651 

615.1 

2,454.4 

2 

■ 

491 

194 

307 

Automatic  Data  Processing 

1,353 

1,298 

2,601 

115.5 

22  3  - 

1 

■ 

440 

485 

a 

Avnet 

940 

1,477 

917 

19.2 

44.4 

■ 

25^ 

269 

239 

Avon  Products 

2  296 

:  -- :: 

1,885 

158.7 

:;- 

3 

117 

496 

227 

160 

AZP  Group* 

12,036 

1,274 

2,272 

234.2 

395.5 

1 

■ 

457 

a 

a 

Baker  International 

1,449 

1,412 

839 

-412^ 

-316.1 

1 

■ 

■ 

a 

485 

Ball  Corp 

733 

1,070 

813 

58.9 

103.1 

■ 

422 

■ 

■ 

Ballv  Manufacturing 

2,314 

1,593 

612 

23.7 

165.9 

4 

311 

373 

190 

137 

Baltimore  Gas  &  Electric 

4,371 

1,834 

2,664 

274.6 

469.7 



85 

370 

24  3 

.  9>. 

Banc  One 

17,372 

1,847 

2,081 

199.8 

235.3 

303 

a 

a 

aj 

Banco  Popular  de  Puerto  Rico 

4  525 

406 

320 

37  5 

46  2 

474 

■ 

a 

a 

BancOklahoma 

2,674 

264 

17 

-139.4 

-132.2 

278 

a 

a 

■ 

Bancorp  Hawaii 

5,060 

460 

462 

46.2 

55.7 

33 

201 

293 

163 

Bank  of  Boston 

34,04^ 

3,540 

1,695 

232.8 

301.0 

2 

51 

375 

328 

230 

Bank  of  New  England 

22,473 

1,830 

1,451 

171.8 

209.5 

1 

■  Not  on  50(1  list    '.Figures  include  unconsolidated  subsidiaries. 
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CADILLAC  COMFORT 
ATA  COZY  PRICE. 


Wis  features  GM  cars. 
Cadillac  Sedan  deVille. 


WITH  500  ^ADVANTAGE  MILES  TO  TOP  IT  OFE 


AVIS  SUPERVALUE 
S/I  JHday 

for  a  Cadillac  Sedan  deVille 


Now  you  can  drive  a  luxurious 
Cadillac  Sedan  deVille  or  similar 
group  car  for  only  $45  a  day. 

This  low  SuperValue  Rate  is 
available  at  selected  Avis  locations 
across  America.  And  it  comes 
with  everything  you  expect  from 
the  company  that  tries  harder. 
Like  Avis  Express®  service  and 


Avis  Rapid  Return™  Plus  a  friendly  staff  that'll  speed  you 
on  yourway.  Whafs  more,  Advantage""  members 
can  earn  500  AAdvantage  miles  with  every  qualifying 
Avis  rental* 

So  take  off  with  American  Airlines 
and  Avis.  For  something  special  in 
the  air.  And  on  the  ground.  See  your 
travel  agent  for  details.  Or  call  Avis  at 

1-800-331-1212.  'At  participating  Avis  locations. 


AVIS 


sand  rates  are  available  at  selected  U.S.  locations,  subject  to  availability.  Cars  must  be  returned  to  renting  location.  These  rates  are  nondiscountable  Rates,  terms  and  conditions  are  sub|ect  to 
inge  without  notice.  Rate  has  a  free-mileage  allowance.  There  is  an  additional  per-mile  charge  in  excess  of  this  allowance.  Refueling  service  charge,  taxes,  CDW  and  optional  coverages  not  included, 
iillac  or  similar  group  car  available  in  New  York  area  at  a  higher  rate.  Seasonal  surcharges  and  blackout  periods  may  apply.  Advance  booking  may  be  required.  Call  Avis  for  complete  details, 
dvantage*  is  a  registered  service  mark  of  American  Airlines,  Inc.  ©  1987  Wizard  Co.,  Inc. 
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Market 

,\et 

casn 

NT.. 

Assets 

Market 
Sales  value 

Net 
profits 

Company 

Assets 
.  (Smill 

Sales 
(Smill 

value 
(Smill 

profits 
(Smil) 

flow 
(Smill 

em| 

w 

64 

3.M* 

396 

245 

Bank  of  New  York 

20,709 

1,750 

1,166 

155.2 

- 

397 

■ 

■ 

■ 

Bank  South 

3,357 

311 

379 

29.0 

37.6 

2 

228 

■ 

BankAmerica 

104,189 

12,072 

2,266 

-517.6 

-257.8 

16 

139 

144 

79 

Bankers  Trust  New  York 

56,420 

4,923 

3,175 

427.9 

486.5 

383 

■ 

■ 

■ 

Banks  of  Mid-America 

3,545 

309 

32 

-49.5 

-41.1 

500 

■ 

■ 

■ 

BanPonce 

2 

226 

192 

24.4 

28.0 

■ 

■ 

431 

■ 

CR  Bard 

423 

548 

1,058 

51.2 

70.6 

68 

360 

299 

236 

Barnett  Banks  of  Florida 

20,229 

1,914 

1,656 

162.0 

215.4 

■ 

■ 

395 

416 

Bausch  &.  Lomb 

886 

699 

1,177 

74.7 

104.1 

208 

118 

107 

67 

Baxter  Travenol  Laboratories 

7,068 

5,543 

4,165 

502.0 

194 

■ 

■ 

486 

BayBanks 

7  62.- 

678 

557 

58.9 

807 

27 

302 

374 

225 

Bear  Stearns  Cos 

36,195 

2,349 

1,254 

.  "4 

181.9 

■ 

469 

249 

287 

Becton  Dickinson 

1  -09 

1,390 

2,009 

1 24.  - 

205.8 

60 

49 

18 

15 

Bell  Atlantic 

21,091 

9,921 

13,431 

1,167.1 

3,093.7 

44 

41 

7 

6 

BellSouth 

26,218 

11,444 

18,365 

1,588.7 

3.524.3 

201 

■ 

371 

■ 

Beneficial  Corp 

7,267 

1,134 

1,258 

-191.0 

-175.6 

309 

■ 

■ 

■ 

Benj  Franklin  Federal  S&L 

4,396 

485 

59 

14.3 

26.8 

■ 

233 

■ 

■ 

Bergen  Brunswig 

819 

3,151 

274 

; 7  4 

27.3 

306 

318 

142 

130 

Berkshire  Hathaway 

4,442 

2,177 

3,235 

282.4 

282.4 

■ 

320 

■ 

■ 

Best  Products 

1,266 

2,142 

253 

-23.0 

14.5 

295 

161 

■ 

■ 

Bethlehem  Steel 

4,661 

4,333 

326 

-152.8 

143.1 

■ 

338 

448 

■ 

Beverly  Enterprises 

2,220 

2,019 

1,022 

51.5 

137.7 

1 

■ 

381 

472 

■ 

Black  &  Decker 

1,580 

1,798 

945 

29.0 

137.9 

■ 

■ 

400 

500 

H&R  Block 

390 

631 

1,154 

55.9 

76.5 

146 

■ 

■ 

404 

Boatmen's  Bancshares 

9,919 

832 

667 

78.1 

101.0 

130 

23 

45 

43 

Boeing 

1 1,068 

16,341 

7,929 

665.0 

1,128.0 

384 

190 

286 

332 

Boise  Cascade 

=,  -  u 

1  "4! 

1,741 

101.5 

292.9 

379 

134 

135 

172 

Borden 

3,582 

■  '"2 

3,451 

223.3 

360.5 

451 

214 

140 

185 

Borg- Warner 

2,853 

3,379 

;  V,s 

:.  „,  ; 

343.8 

■ 

■ 

471 

320 

Boston  Edison 

2,393 

1,105 

950 

106.2 

229.4 

■ 

■ 

497 

■  ' 

Bowater 

1,601 

920 

-  ; 

49.4 

110.9 

407 

■ 

■ 

■ 

Branch  Corp 

3,281 

304 

291 

28.0 

33.2 

330 

143 

27 

50 

Bristol-Myers 

4,183 

4,836 

11,817 

589.5 

694.4 

■ 

■ 

362 

}74 

Brown-Forman 

1  02- 

1,069 

1,297 

86.1 

115.0 

■ 

462 

■ 

■ 

Brown  Group 

677 

1,40T 

621 

39.5 

65.8 

■ 

470 

138 

264 

Browning-Ferris  Industries 

1,489 

1,387 

3,271 

145  7 

289.0 

■ 

397 

321 

'.12 

Brunswick 

1,87" 

1,717 

1,500 

110.3 

171.8 

■ 

260 

404 

488 

Burlington  Industries 

2,174 

2,805 

1,133 

58.1 

201.8 

136 

90 

118 

■ 

Burlington  Northern 

10,651 

941 

3,929 

-524.6 

■ 

■ 

■ 

464 

Cabot 

1,509 

1,254 

834 

64.7 

. :  : 

57 

300 

■ 

233 

CalFed 

21,553 

2,356 

825 

164.4 

218.6 

230 

■ 

■ 

■ 

California  First  Bank 

5,996 

561 

387 

30.7 

41.5 

439 

155 

128 

168 

Campbell  Soup 

2,941 

4,484 

3.699 

227.9 

=i'4  ~ 

263 

168 

103 

215 

Capital  Cities/ABC 

5,293 

4,124 

4,324 

181.9 

340.5 

185 

306 

313 

139 

Capital  Holding 

~  y:; 

2,292 

1,549 

273.4 

292.9 

203 

$29 

149 

103 

Carolina  Power  &  Light 

7,207 

2,041 

3,095 

357.8 

614.4 

■ 

456 

■ 

■ 

Carson  Pirie  Scott 

689 

1,413 

375 

18.7 

53.8 

■ 

169 

467 

■ 

Carter  Hawley  Hale  Stores 

2,487 

4,090 

962 

47.6 

122.6 

252 

■ 

■ 

■ 

Carteret  Savings  Bank 

5,541 

608 

169 

29.0 

37.3 

■ 

391 

490 

■ 

Castle  &  Cook 

1,519 

: 

907 

43.9 

87.3 

221 

82 

116 

409 

Caterpillar 

-  2-- 

""  V_] 

3,966 

76.0 

512.0 

■  Not  on  500  list 
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REAKTHROUGH: 

IOUNCE  ENGINE  NOISE 
IFF  A  CUSHION  OF  AIR 
K>  QUIET  AIRLINE  CABINS 

jrcraft  are  being  developed  with  largejet-driven 
ins  that  would  give  airlines  great  fuel  economy, 
lowever,  sound  from  the  engines  and  the  swiftly 
jrning  blades  must  be  controlled  to  keep  the 
abin  pleasant  for  the  passengers. 

To  help  preserve  both  cabin  comfort  and  fuel 
fficiency,  McDonnell  Douglas  researchers  are 
ivestigating  a  special  surface  for  the  plane, 
arely  visible  "bumps"  on  the  aft  fuselage  create 
thin  cushion  of  turbulence  that  deflects  the 
nnoying  sound.  The  noise  is  carried  away  with 
le  wind,  so  passengers  hear  only  the  comforting 
urn  of  powerful  engines  at  work. 

We're  making  breakthroughs  that  add  value 
nd  quality  for  airlines  and  their  passengers. 

We're  McDonnell  Douglas. 

For  more  information,  write: 
oise  Control,  McDonnell  Douglas, 
ox  14526,  St.  Louis,  MO  63178 


VICDOISItVELL  DOUGLAS 

OMMERCIAL  &  MILITARY  AIRCRAFT  INFORMATION  SYSTEMS  ECKJI«NT  FINANCING  SPACECRAFT  &  MISSILES  HEALTH  CARE  HELICOPTERS 
1987  McDonnell  Douglas  Corporation  JT  s 


Ranking  The  Forbes  500s 


-Where  they  rank:  1986- 

Market 

Net 

Cash 

Nu 
em| 
< 

Assets 

Market 
Sales  value 

Net 
profits 

Company 

Assets 
,  (Smil) 

Sales 

Mil  ll 

value 
(Smil) 

profits 
(Smil) 

flow 
(Smil) 

J92 

148 

155 

92 

CBS 

3,370 

4,646 

2,988 

389.2 

496.9 

446 

475 

303 

315 

Centel 

2,888 

1,370 

1,617 

109.0 

302.3 

145 

359 

150 

90 

Centerior  Energy 

9,968 

1,918 

3,076 

391.9 

532.9 

247 

■ 

■ 

■ 

Centerre  Bancorporation 

5,665 

501 

277 

30.1 

42.5 

■ 

47S 

■ 

■ 

Centex 

937 

1,358 

558 

48.1 

62.2 

205 

277 

141 

104 

Central  &  South  West 

7,141 

2,553 

3,246 

355.2 

599.5 

304 

■ 

■ 

■ 

Central  Bancorporation 

4,510 

436 

482 

53.1 

63.1 

365 

■ 

■ 

■ 

Central  Bancshares  ol  the  South 

354 

380 

36.5 

45.9 

332 

■ 

■ 

■ 

Central  Fidelity  Banks 

4,137 

380 

448 

41.7 

49.0 

■ 

■ 

■ 

461 

Central  Hudson  Gas  &  Electric 

1,158 

439 

425 

64.9 

90.6 

■ 

■ 

469 

422 

Central  Illinois  Public  Service 

1,630 

626 

957 

73. 

134.2 

224 

■ 

■ 

■ 

CenTrust  Savings 

6, 167 

464 

89 

9.1 

43.2 

■ 

■ 

■ 

494 

Certainteed 

813 

1,1 14 

593 

57.3 

110.9 

228 

159 

164 

196 

Champion  International 

6,026 

4,388 

2,897 

200.8 

471.3 

■ 

■ 

453 

■ 

Charming  Shoppes 

237 

521 

997 

40.5 

49.1 

5 

^2 

167 

51 

Chase  Manhattan 

94,766 

9,460 

2,880 

585  4 

758.7 

14 

121 

240 

87 

Chemical  New  York 

60,564 

5,488 

2,115 

402.4 

508.3 

31 

11 

12 

37 

Chevron 

34,583 

24,352 

15,523 

715.4 

3,502.2 

94 

14 

82 

10 

Chrysler 

14,463 

22,586 

5,345 

1,403.6 

1,947.2 

1 

202 

227 

222 

141 

Chubb 

7  227 

3,209 

2,302 

267.9 

:-:  : 

19 

19 

102 

39 

Cigna 

50,016 

1  7,064 

- 

691.7 

824.8 

■ 

■ 

■ 

487 

Cincinnati  Bell 

982 

493 

675 

58.2 

116.8 

■ 

■ 

480 

354 

Cincinnati  Financial 

1,553 

776 

926 

93.5 

101.1 

428 

464 

S91 

227 

Cincinnati  Gas  &  Electric 

3,066 

1,403 

1,196 

172.9 

256.3 

■ 

315 

■ 

■ 

Circle  K 

1,079 

2,216 

796 

47.2 

96.2 

408 

■ 

■ 

■ 

Citadel  Holding 

3,274 

356 

178 

29.0 

32.0 

1 

13 

50 

20 

Citicorp 

196,124 

23,496 

7,294 

1,058.0 

1,508.0 

73 

40^ 

326 

243 

Citizens  &  Southern 

18,757 

1,663 

1,455 

155.8 

213.5 

421 

■ 

■ 

■ 

City  National 

3,142 

276 

377 

29.7 

37.2 

133 

■ 

■ 

■ 

CityFed  Financial 

10,728 

1,218 

217 

37.5 

70.2 

■ 

■ 

348 

335 

Clorox 

850 

1,085 

1,352 

100.6 

127.7 

150 

■ 

■ 

■ 

Coast  Savings  &  Loan  Assn 

9,725 

882 

167 

50.4 

69.0 

190 

96 

432 

Coastal  Corp 

7  777 

6,668 

1,066 

71.6 

396.7 

175 

65 

16 

23 

Coca-Cola 

8,373 

8,669 

14,534 

934.3 

1,364.0 

360 

351 

:;: 

■ 

Coca-Cola  Enterprises 

3,811 

1,951 

1,995 

27.8 

123.1 

453 

135 

169 

221 

Colgate-Palmolive 

2  846 

-  -: 

:  -  -: 

455 

■ 

■ 

■ 

Colorado  National  Bankshares 

2  s> 

321 

140 

2.2 

14.1 

■ 

419 

■ 

366 

Colt  Industries 

1,145 

1,616 

292 

89.3 

135.6 

248 

216 

263 

338 

Columbia  Gas  System 

5,590 

3,370 

1,924 

99.4 

359.7 

140 

■ 

■ 

204 

Columbia  Savings  &  Loan  Assn 

10.223 

1,141 

155 

193.5 

202.3 

239 

379 

287 

:  - 

Combined  International 

5,905 

1,806 

1,736 

247.2 

:-  -  . 

■ 

279 

447 

■ 

Combustion  Engineering 

2,161 

2,551 

1,023 

50.9 

118.4 

■ 

■ 

■ 

469 

Comdisco 

1,710 

887 

622 

63.5 

97.4 

144 

■ 

■ 

473 

Comerica 

9.983 

937 

503 

61.9 

79.4 

262 

a 

■ 

Commerce  Bancshares 

5,293 

4T1 

356 

:-  : 

51.8 

■ 

■ 

414 

Commerce  Clearing  House 

47.6 

355 

■ 

■ 

Commerce  L  nion 

3,875 

367 

462 

40.1 

283 

■ 

429 

Commercial  Credit 

i  -  u 

1.059 

45.9 

45.9 

387 

■ 

■ 

Commercial  Federal 

3,444 

357 

103 

20.1 

24.8 

69 

122 

54 

21 

Commonwealth  Edison 

19,389 

5.479 

6,868 

1.049.6 

■ 

■ 

■ 

484 

Communications  Satellite 

1,214 

466 

463 

58.9 

■  Not  on  500  list. 
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WE  DON'T  BELIEVE 
COPIER  COMPANY'S  LATEST 
DEVELOPMENT  SHOULD 
SLICE,  DICE  OR  JULIENNE. 


While  other  copier  companies 
are  busy  making  all  kinds  of  other 
products,  at  Mita,  we're  busy  cooking 
up  a  remarkable  line  of  copiers. 

Like  the  amazing  new  Mita 
DC- 1785 .  It's  the  very  first  small  copier 
ever  to  offer  automatic  duplexing.  And 
besides  making  it  easy  for  you  to  copy 
on  both  sides,  the  DC- 1785  lets  you 
enlarge,  reduce  and  copy  in  color. 

But  the  DC- 1785  isn't  our  only 
copier  that's  outstanding.  Last  year, 
"What To  Buy  for  Business"  chose 
more  of  our  copiers  as  "Best  Buys" 
than  those  of  any  other  manufacturer. 

So  if  your  present  copier  is 
grating  on  your  nerves,  give  us  a  call 
at  1  -800-ABC-MITA.  And  discover  the 
joys  of  a  copier  from  a  company  that 
wants  to  be  in  your  office,  not  in 
your  kitchen. 

i  1 

For  more  information  call:  1-800-ABC-MITA  or  write: 
Mita  Copystar  America.  Inc. 

Post  Office  Box  599.  West  Paterson.  New  Jersey  07424 


Company 


Title 


City 


State 


Zip 


Phone 


mm 


mita 


ALL  WE  MAKE  ARE 
GREAT  COPIERS: 


Ranking  The  Forbes  500s 

-Where  thev 

rank:  1986- 

Market 

Net 

Cash 

nJ 

Assets 

Sales 

Market 
value 

Net 
profits 

Companv 

Assets 
*  (SmiP 

Sales 
iSmill 

value 

iSmill 

profits 
iSmill 

flow 

[$mil] 

cm 
it 

■ 

■ 

Community  Psychiatric  Centers 

51.3 

58.2 

■ 

101 

265 

304 

ConAgra 

2.077 

6.357 

1,901 

1  1  7  4 

177.3 

316 

■ 

■ 

■ 

Conifer  Group 

4  305 

411 

565 

3"  - 

46.0 

1 59 

132 

77 

54 

Consolidated  Edison 

9  111 

5,198 

5,585 

546.4 

-4-  - 

■ 

322 

399 

367 

Consolidated  Freightwavs 

1,275 

: 

1,158 

89.1 

183.4 

359 

- 

Consolidated  Natural  Gas 

3.826 

: 

2.699 

-_.  - 

-  : : 

■ 

■ 

409 

Consolidated  Papers 

~2  3 

653 

1  122 

120.0 

171 

238 

344 

Consumers  Power 

-  . 

•  .  - 

1  J75 

405  1 

260 

244 

234 

162 

Contel 

5.385 

3.074 

:  177 

636.9 

101 

109 

1T8 

Continental  Corp 

1 3.623 

:  737 

44 

472.4 

35 

1 

■ 

Continental  Illinois 

32,809 

2,566 

578 

-  " 

130.7 

485 

217 

420 

■ 

Control  Data 

:  ; 

3  34" 

1,090 

-268.5 

-68.5 

391 

211 

250 

:;- 

Cooper  Industries 

3,400 

3.433 

2.003 

L47.7 

:~4 

■ 

is'- 

■ 

Adolph  Coors 

1,396 

.  — 

872 

59  4 

93 

339 

256 

CoreStates  Financial 

14  595 

1  il>i  1 

1  kP  5 

■ 

368 

213 

235 

Corning  Glass  W  orks 

2,361 

.  - ; 

:  442 

162.2 

}72 

150 

: :" 

I" 

CPC  International 

3,651 

4  549 

- :-: 

::■  : 

390.0 

■ 

■ 

211 

:-- 

Cray  Research 

700 

59T 

2,449 

■ 

■ 

■ 

CrossLand  Savings  FSB 

10,096 

879 

232 

43  5 

81.8 

. 

418 

ii; 

Crown  Cork  &.  Seal 

939 

.  -. 

.  2" 

79.4 

126.6 

108 

102 

99 

CSX 

6.345 

390 

■ 

■ 

■ 

Cullen  Frost  Bankers 

3,410 

;:  - 

:  : 

-  - 

:  - 

304 

■ 

■ 

Cummins  Engine 

1.990 

2.304 

711 

-107.3 

■ 

447 

■ 

■ 

Cyclops 

579 

1,441 

261 

21.3 

39.3 

494 

194 

31 1 

3T6 

Dana 

:  525 

3.695 

1.556 

85  9 

189.7 

■ 

494 

■ 

■ 

Data  General 

1.243 

1.288 

789 

-  • 

479 

■ 

■ 

■ 

Dauphin  Deposit 

2  654 

252 

297 

29.4 

3  3.5 

264 

-  - 

. : 

106 

Davton-Hudson 

5,282 

9.259 

4  ; 

342.3 

525.0 

1! 

.  

282 

■ 

■ 

a 

DCNY  Corp 

4,868 

:~; 

21  - 

24.6 

14  - 

■ 

476 

■ 

■ 

Dean  Foods 

742 

39.5 

312 

■ 

Deere 

4  745 

3,293 

1.553 

-395.0 

-196.0 

■ 

■ 

450 

348 

Delmarva  Power  &.  Light 

1,743 

715 

1.006 

96.1 

.  ■  ■  : 

2(s0 

153 

220 

20i 

Delta  Air  Lines 

4,952 

:  ;  3  - 

194.4 

495.4 

■ 

■ 

154 

299 

Deluxe  Check  Printers 

661 

867 

3,006 

121.1 

153.2 

411 

■ 

■ 

■ 

Deposit  Guaranty 

3.241 

310 

259 

25  - 

,  ■  - 

69 

Detroit  Edison 

9,998 

2.869 

2.421 

4"  : 

709.3 

$85 

2  s  6 

349 

■ 

Diamond  Shamrock 

5  31" 

2.513 

1.344 

-115  6 

;  -  . 

184 

68 

7ft 

Digital  Equipment 

7.966 

8,414 

13.603 

061.6 

.  :  -  -  . 

■ 

369 

V  - 

419 

Dillard  Department  Stores 

1.213 

1,851 

1.179 

74.5 

125.8 

:  7  ■ 

■ 

■ 

379 

Dime  Savings  Bank  oi  New  York  ESB 

8.367 

883 

406 

84.6 

■  " 

1 20 

Walt  Disnev 

3,368 

238 

■ 

■ 

■ 

Dominion  Bank^hares 

5,921 

561 

- 

- 

166 

245 

108 

96 

Dominion  Resources 

8,940 

3,072 

4  158 

768.5 

■ 

240 

RR  Donnelley  &.  Sons 

2,386 

.  ;  •  ; 

777  3 

■ 

448 

-,- 

3s  . 

Dover 

;  3 

1  440 

1,509 

.  :  - 

.  -  ; 

115 

llr>\*.'    \     rl  f*  TT\  1  1     1  1 
V     .  1  v  1    1  1  v.  -1  I 

12  242 

11113 

11  189 

741.0 

1  485.0 

■ 

■ 

12" 

1  : 

Dnw'  Inn 

183.4 

249.5 

■ 

■ 

■ 

495 

Downey  Savings  &.  Loan  Assn 

I  467 

:- 

210 

5". 2 

■ 

■ 

430 

:- : 

DPL 

2  284 

964 

1.058 

- 

182.6 

427 

:  > 

324 

■ 

Dresser  Industries 

:    .  ; 

:  -;- 

1  466 

—24.8 

■ 

■ 

3s; 

Dreyfus 

-  - 

232 

1  226 

82.3 
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THE  COMPANIES  Of  AMERITECH  CAN  TAILOR  OUR 
ADVANCED  DIGITAL  NETWORK  TO  MEET  YOUR  NEEDS. 


ough  the  Ameritech  Business  Network 
lily  of  communications  products,  we 
)vide  solutions  that  help  you  manage 
)rmation  with  assurance  and  efficiency. 

combining  digital  switching  and 
?r  optic  technologies,  we  can  customize 
'  communications  network  to  meet 
jr  specific  business  requirements. 
t>u  can  choose  from  our  many  high- 
■ed,  high-capacity  ways  to  transmit 
ce,  data  and  video.  And  you  can  re- 
ange  them  to  meet  your  changing  and 
•wing  needs  on  a  day-by-day  or  even 
lute-by-minute  basis, 
"he  Ameritech  Bell  companies  of  Illinois, 
iana,  Michigan,  Ohio  and  Wisconsin 


are  helping  more  than  a  million  businesses. 
Our  people  have  the  experience,  knowl- 
edge and  resources  to  tailor  flexible 
communications  systems  for  your 
business. 

For  the  advanced  Ameritech  Business 
Network  products  that  are  perfectly 
matched  to  your  operation,  contact 
any  of  our  Ameritech  Bell  companies. 
Or  phone  us:  1  800  562-2444. 


JimEittTECH 


AMERICAN  INFORMATION  TECHNOLOGIES 


Helping  you  communicate, 


Official  communications  company  for  the  Tenth  Pan  American  Games  •  Indianapolis  •  7-23  August  1987 


©  198/  Ameritech 
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Ranking  The  Forbes  500s 


Where  thev  rank:  1986- 

Market 

.\et 

L.asn 

Nui 

Market 

Net 

Assets 

Sales 

value 

profits 

flow 

emp 

Assets 

Sales 

value 

profits 

Company 

.iSmill 

Mini 

MMll 

Mill  1 

tSmill 

[d 

43 

6 

7 

EI  du  Pont  de  Nemours 

26753 

26,907 

20,158 

1,538.0 

!79 

213 

94 

71 

Duke  Power 

8,227 

3,401 

4,581 

467.8 

970.0 

: 

425 

237 

43 

107 

Dun  &  Bradstreet 

3,118 

3,114 

7,999 

140.0 

5040 

340 

■ 

496 

253 

Duquesne  Light 

4,039 

896 

896 

1514 

248.7 

■ 

■ 

488 

476 

E-Systems 

628 

1,135 

61.6 

86.2 

40 

i  i 

99 

Eastman  Kodak 

12,896 

11,550 

15.49" 

'"4 

1,349.0 

1; 

433 

183 

236 

272 

Eaton 

3,025 

m: 

2,156 

137.6 

241  5 

■ 

■ 

475 

■ 

Echlin 

~s4 

-~- 

941 

52.0 

: 

■ 

■ 

B 

349 

El  Paso  Electric 

2,194 

318 

666 

95.6 

114.8 

301 

133 

61 

82 

Emerson  Electric 

4,558 

6,084 

414  " 

587.7 

t 

■ 

324 

451 

■ 

Emhart 

2,094 

" 

160 

■ 

■ 

■ 

Empire  of  America  FSB 

9,095 

1,030 

68 

32.5 

61.8 

■ 

308 

■ 

Engelhard 

1,043 

2,290 

764 

53.3 

96.0 

173 

79 

282 

490 

Enron 

8,490 

7,591 

1,754 

57.7 

-~ 

412 

267 

481 

■ 

Enserch 

3,234 

2,723 

925 

18.2 

160.5 

1 

289 

■ 

B 

■ 

Entex* 

4  "4. 

1,147 

336 

-145.4 

-69.4 

322 

■ 

■ 

■ 

Equitable  Bancorporation 

-  :"j 

410 

305 

36.5 

44.1 

377 

313 

219 

:: 

Ethyl* 

3,592 

2,232 

2  i  >n 

1 77.7 

262.2 

10 

2 

2 

1 

Exxon 

69,484 

69,888 

50,329 

5,360.0 

y  775  0 

1; 

431 

■ 

■ 

■ 

Far  West  Financial 

3,030 

339 

116 

:  - 

27.1 

40? 

■ 

■ 

Farm  &  Home  Savings  Assn 

•  - 

299 

154 

:.  1 

24.1 

418 

■ 

188 

181 

Farmers  Group 

?  :  -r 

:  :: 

2,673 

213.5 

:  ■  • 

■ 

499 

492 

Federal  Co 

453 

:  >: 

662 

57.6 

92.3 

1 

■ 

253 
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■  Not  on  500  list.    "Figures  include  unconsolidated  subsidiaries 
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GATES  I  HYATT 

3A-17A  I  REGENCY  DFW 


!)87  Hyatt  Corporation 


NOW  THERE'S  A  BUSINESS 
HOTEL  WITH  ITS  OWN 
FITNESS  GENTERGOLF  COURSE 
AND  AIRLINE  TERMINAL. 


One  of  our  big  advantages  is  that  we're  not 
3nly  close  to  the  terminals  at  DFW,  we're  actually 
attached  to  one  of  them. 

So  you  can  walk  right  to  your  room.  Besides 
being  able  to  have  your  luggage  delivered.  Watch 
airline  schedules  on  your  in-room  T.  V  Or  get  your 
boarding  pass  and  luggage  checked  in  at  the 
American  and  Delta  desks  in  our  lobby. 

There's  also  every  service  you'd  expect  from 
a  prime  business  hotel.  Including  meeting  facilities 
for  up  to  2,000,  and  a  Regency  Club  floor  with  a 
dozen  executive  conference  rooms. 

All  of  which  makes  us  convenient.  But  what 


makes  us  unique  is  that  we  also  offer  an  AirVita 
fitness  center  complete  with  sunrooms,  steam/ 
sauna,  a  pool,  full  circuit  weight  training  and 
cardiovascular  conditioning  equipment. 

We  can  get  you  on  our  36-hole  golf  course, 
consistently  named  by  Golf  Digest  as  one  of  the 
top  public  courses  in  America.  Offer  you  seven 
tennis  courts.  Or  any  of  ten  racquetball  courts. 

Other  hotels  have  always  bragged  about 
being  near  the  airport.  But,  from  now  on,  you'll 
know  no  one  else  comes  close  with  as  much. 

For  reservations,  call  214  453  8400  or 
800  228  9000. 


HYATT 

INSDE  DALLAS/FORT  WORTH  AIRPORT 

Thinking  of  you" 
HYATT0HOTELS  &  RESORTS 
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■  Not  on  500  list. 

"Figures  include  unconsolidated  subsidiaries. 

FORBES,  APRIL  27, 


ANNUAL  STAT  E  M  E  NT 

SCHEDULE  F 


A  busy  schedule  is  bad 
for  your  company's  health. 

Why  be  underwritten  by  many  companies  when 
one  will  do? 

By  reinsuring  directly  with  American  Re,  you'll  start 
by  saving  time.  And  then,  you'll  get  benefits  beyond 
the  financial  ones.  Benefits  like  professional  underwrit- 
ing. Innovative  Treaty  programs  in  Balance  Sheet  Man- 
agement. Underwriting  Audit.  Client  Management 

Atlanta  •  Boston  •  Chicago  •  Columbus  •  Dallas  •  Hartford  •  Kansas  City  •  Los  Angeles  •  Minneapolis  •  New  York  •  Philadelphia  •  San  Franc 
Bogota  •  London  •  Melbourne  •  Montreal  •  Santiago  •  Singapore  •  Sydney  •  Tokyo  •  Toronto 


Teams  and  Planning  Tables®  Claims  programs  led  by 
experts  in  Arson,  Massive  Injury,  Litigation  Manage^ 
ment  and  Catastrophe  Management. 
So  improve  your  company's  health. 
Call  the  experts  at  American  Re. 
American  Re-Insurance  Company 

One  Liberty  Plaza,  91  Liberty  Street.  New  York,  NY  10006  (212)  618-7000 
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Inland  Steel  Industries 

3,173 

563 

19.3 

143.2 

275 

■ 

a 

■ 

Integrated  Resources 

5,100 

830 

I-  . 

28.6 

28.6 

■  Nut  on  5(J0  list     'Figures  include  unconsolidated  subsidiaries 
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The  Gulfstream  IV.  In  the  world 
of  executive  jets,  it  is  measured  in 
superlatives.  It  has  the  longest 
range.  The  fastest  cruise  speeds. 
The  largest,  most  spacious  cabin. 
The  highest  levels  of  advanced 
technology  in  flight  management 
systems.  The  most  versatility  in 
terms  of  taking  more  people  to 
more  places  from  more  airports. 
And  it  is  the  only  business  jet  with 
a  new  generation  of  quiet,  fuel- 
efficient  engines  also  chosen  to 
power  airliners.  But  such  formid- 
able superiority  is  only  one  reason 
why  the  Gulfstream  IV  has  won 
the  greatest  acceptance  from  the 
worlds  major  corporations  and 
governments  of  any  new  aircraft 
designed  for  executive  travel.  Obvi- 
ously, when  it  came  to  evaluating 
which  of  the  new  large-cabin  busi- 
ness jets  would  be  the  most  produc- 
tive investment  for  the  balance  of 
this  century,  they  saw  no  alternative 
to  the  Gulfstream  IV.  ass—m 
Let  us  tell  you  more  fc/sAvi 
about  this  amazing  VaSzII 
airplane.  Call  us  at  ^^"J 

(912)964-3274.  A  CHRYSLER  COMPANY 

Gulfstream  Aerospace  C  orporation 
Savannah.  Georgia  .M402  U.S.A. 


Steelcase  systems  furniture  helps  you  stay  on 
the  leading  edge  of  both  appearance  and 
function,  without  sacrificing  the  reliability  of 
the  world's  most  often  specified  furniture. 

You'll  find  new  opportunities  in  all 
Steelcase  systems.  Fresh  faces  on  some 
familiar  products;  new  hi-tech  options 
that  help  you  conquer  the  complexities  of 
the  computer-driven  office;  unexpected 


combinations  of  products  that  let  you  create 
unique  environments.  , 

Take  a  fresh  look  at  Steelcase  systems. 
We  think  they  offer  exciting  new  ways  to  push 
your  abilities  and  your  results  to  new  limits. 

For  more  information,  contact  your 
Steelcase  dealer  or  Steelcase  regional  office.  Or 
dial  toll-free  1-800-447-4700.  Steelcase  Inc., 
Grand  Rapids,  MI  49501. 


Ranking  The  Forbes  500s 


Where  they  rank:  1986- 

Market 

Net 

Cash 

Nur 

Assets 

Market 
Sales  value 

Net 
profits 

Company 

Assets 
•  ISmil) 

Sales 
(Smill 

value 
(Smil) 

profits 
iSmill 

flow 
(Smil) 

emp 

la 

■ 

498 

210 

■ 

Intel 

2,080 

1,265 

2,473 

-183.3 

-9.8 

■ 

280 

437 

343 

Interco 

1,759 

2,545 

1,052 

98.5 

144.2 

41 

81 

383 

■ 

■ 

InterFirst 

17,986 

1,790 

311 

-326.5 

-280.5 

■ 

■ 

468 

437 

Intergraph 

613 

606 

959 

70.4 

83.9 

IS 

4 

1 

2 

International  Business  Machines 

57,814 

51,250 

72,71  1 

4,789.0 

8,777.0 

40 

■ 

340 

377 

International  Flavors  &  Fragrances 

673 

621 

1,400 

85.7 

104.5 

■ 

441 

■ 

■ 

International  Minerals  &  Chemicals 

2,392 

1,463 

722 

-237.2 

-142.7 

1 

■ 

471 

■ 

■ 

International  Multifoods 

625 

1,387 

352 

20.1 

36.0 

189 

120 

119 

118 

International  Paper 

7  ,S4,N 

5,500 

3,927 

305.0 

631.0 

3 

■ 

■ 

■ 

489 

Iowa-Illinois  Gas  &  Electric 

1,119 

538 

595 

57.8 

1 13.1 

■ 

■ 

492 

293 

Ipalco  Enterprises 

1,744 

512 

906 

122.7 

181.7 

48 

352 

■ 

282 

Irving  Bank 

24,233 

1,935 

829 

128.1 

166.1 

1 

28 

20 

47 

57 

ITT' 

35,805 

16,946 

7,544 

539.5 

907.3 

12 

■ 

443 

■ 

■ 

IU  International 

822 

1,455 

403 

46.5 

104.2 

, 

339 

176 

174 

259 

lames  River  Corp  of  Virginia 

4,040 

3,982 

2,788 

1  i"  ! 

228.8 

3 

362 

■ 

346 

292 

(efferson-Pilot 

3,805 

1,040 

1,361 

123.1 

126.6 

457 

303 

320 

247 

Jim  Walter 

2,811 

2,348 

1,501 

154.4 

255.0 

1 

241 

88 

31 

110 

Johnson  &  Johnson 

5,877 

7,003 

1 1,343 

329.5 

604.7 

7 

■ 

281 

422 

383 

lohnson  Controls 

1,679 

2,535 

1,082 

83.2 

1 76.0 

2 

138 

12 

69 

49 

K  mart 

10,578 

23,812 

5,853 

598.7 

975.7 

32 

416 

314 

■ 

■ 

Kaiser  Aluminum  &  Chemical 

3,218 

2,222 

622 

-32.7 

84.5 

. 

468 

■ 

■ 

319 

Kansas  City  Power  &  Light 

2,702 

665 

867 

106.5 

209.1 

■ 

■ 

477 

497 

Kansas  Gas  &  Electric 

2,267 

496 

933 

57.0 

148.5 

■ 

■ 

476 

362 

Kansas  Power  &  Light 

1,743 

1,199 

940 

91.4 

156.6 

310 

■ 

■ 

■ 

Kaufman  &  Broad 

4,375 

1,138 

311 

44.2 

50.1 

■ 

219 

59 

112 

Kellogg 

2,084 

$,341 

6,394 

118.9 

411.6 

149 

221 

318 

195 

Kemper 

9,735 

3,330 

1,509 

201.1 

201.1 

1 

■ 

■ 

■ 

465 

Kentucky  Lltilities 

1,309 

551 

-N2 

64.2 

112.7 

426 

282 

347 

■ 

Kerr-McGee 

3,090 

:  533 

1,360 

-292.0 

67.0 

162 

■ 

■ 

385 

KeyCorp 

9,073 

825 

636 

82.2 

102.0 

■ 

301 

■ 

■ 

Kidde 

1 , 73 1 

2,356 

6ft  S 

23.2 

M  7 

! 

369 

162 

130 

140 

Kimberly-Clark 

3,676 

4,303 

3,67  1 

2  ft-:'  4 

4^  - 

3 

■ 

361 

189 

269 

Knight-Ridder 

1,947 

1,911 

2  (1ft- 

140.0 

:::  ~ 

2 

■ 

467 

■ 

471 

Koppers 

1,017 

1.39ft 

S52 

63  2 

133.7 

1 

287 

64 

36 

91 

Kraft 

4,749 

8,742 

390.1 

503.1 

5 

337 

18 

203 

■ 

Kroger 

4,076 

17,1 23 

2,511 

51.5 

262.7 

16 

■ 

485 

■ 

■ 

Leaseway  Transportation 

916 

1,318 

465 

50.8 

137.2 

2 

484 

■ 

■ 

■ 

Liberty  National  Bancorp 

2,600 

227 

223 

22.7 

34.0 

454 

■ 

■ 

■ 

Life  Investors 

2,841 

1,023 

438 

35.0 

40.4 

297 

192 

37 

53 

Eli  Lilly 

4,596 

3,720 

10,325 

558.2 

735.9 

■> 

■ 

236 

64 

169 

Limited 

1,377 

3,143 

5.993 

227.8 

326  s 

3 

■ 

■ 

322 

467 

LIN  Broadcasting 

539 

195 

1,476 

63.8 

77.3 

87 

1 10 

247 

129 

Lincoln  National 

16,244 

5,999 

2,053 

2S4  4 

309.3 

1 

305 

163 

264 

■ 

Litton  Industries 

4,487 

4,291- 

1,910 

48.9 

195.3 

5 

■ 

■ 

274 

373 

Liz  Claiborne 

336 

813 

1.850 

86.2 

90.6 

236 

48 

136 

86 

Lockheed 

5,943 

10,273 

3,288 

408.0 

681.0 

9 

71 

90 

55 

Loews 

19,024 

8,256 

4,710 

545.5 

603.8 

? 

350 

■ 

■ 

474 

Lomas  &  Nettleton  Financial 

3,885 

469 

836 

61.9 

■ 

■ 

■ 

305 

Lone  Star  Industries 

1,466 

883 

47S 

117.4 

163.6 

168 

347 

408 

113 

Long  Island  Lighting 

8,844 

1,977 

1,125 

316.7 

386.8 

■ 

412 

■ 

■ 

Longs  Drug  Stores 

442 

1,635 

626 

51.2 

1 

|  ■  Not  on  500  list.   'Figures  include  unconsolidated  subsidiaries. 
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burning 

profits 


f  your  company  is  still  using  ordinary  light 

bs,  you  could  be  burning  up  thousands,  even 

ldreds  of  thousands  of  dollars  a  year  in 

lecessary  electrical  costs. 

-lowever,  by  switching  to  energy-saving 

vania  light  sources,  you  could  be  getting  a 

h  return  on  your  lighting  investment. 

ake  the  Sylvania  SuperSaver  Plus-  fluores- 

lt  for  example.  It  saves  you  $1 5.20*  in  energy 

;ts  over  its  life  by  using  9.5  watts  less  than  the 

ndard  fluorescent. 

Mthough  it's  priced  a  little  higher  up  front,  the 
5rgy  it  saves  will  give  you  a  161%  annual 
urn  on  your  added  investment  (ROI). 

Ki  on  average  rated  lamp  life  and  national  average  electric  rate  of  8C/KWH 


No  one  gives  you  more  ways  to  get  the  most 
from  your  lighting  dollar  than  GTE  Sylvania,  with 
the  most  complete  line  of  energy-saving  lamps 
on  the  market.  So  if  you  don't  know  what  kind  of 
light  bulbs  your  company  is  using,  it 
might  pay  to  find  out. 

After  all,  why  burn  up  profits  when 
you  could  be  getting  a  high  return  on 
your  investment. 

For  more  information,  call  1-800-LIGHTBULB. 

SYLVANIA  OB 

Where  the  best  comes  to  light. 

r 


Ranking  The  Forbes  500s 
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Where  thev  rank:  1986- 

Market 

Net 

Cash 

Nu. 
emp 
,'1 

Assets 

Market 
Sales  value 

Net 
profits 

Company 

Assets 
kSmiP 

Sales 
tSmin 

value 
Smil 

profits 
iSmill 

flow 
vSmill 

■ 

484 

Loral 

?25 

684 

56.6 

88.6 

290 

■ 

■ 

■ 

Louisiana  Bancshares 

4.741 

182 

-6  3 

7.8 

436 

406 

460 

Louisiana-Pacific 

1,887 

1.506 

1,129 

•4  , 

184.9 

; 

s 

425 

Louisville  Gas  &  Electric 

1,625 

M, 

738 

73.3 

1  18  9 

2  no 

■ 

Lowe's  Cos 

969 

1,030 

55.1 

1 

84 

■ 

■ 

LTV 

154 

-3  251.6 

-3,012.6 

■ 

■ 

376 

403 

Lubrizol 

985 

1,250 

78.2 

126  0 

100 

446 

161 

Lucky  Stores 

1,599 

6,441 

1,023 

233.3 

319  0 

■ 

■ 

Mack  Trucks 

1.014 

:  -;: 

320 

-34  1 

-4.5 

1 

.1/:  c 

493 

Macmillan 

H07 

818 

969 

57.6 

91.8 

76 

266 

84 

Manufacturers  Hanover 

^4,397 

7,794 

1,896 

410.7 

580.2 

j 

180 

■ 

■ 

^: 

Manufacturers  National 

8,110 

561 

449 

60.0 

71.7 

496 

355 

■ 

Manville 

2.513 

1,920 

45 

81.2 

170.9 

1 

■ 

f 

■3  f  U 

402 

Mapco 

1,405 

1.570 

1,261 

- 

150.5 

333 

■ 

Marine 

4,130 

397 

235 

47 

311 

■ 

266 

Marine  .Midland  Banks 

24,790 

2,244 

-  :  : 

144.9 

177.2 

1 

■ 

■ 

171 

435 

.Marion  Laboratories 

340 

4-4 

: 

71.0 

83.9 

298 

129 

126 

:  ■■- 

.Marriott 

4,579 

5,267 

3,788 

-  ;  - 

332.8 

11 

■ 

jou 

Oft 

154 

Marsh  &.  McLennan  Cos 

1,804 

4  4-- 

243.2 

:  -  - 

229 

■ 

Marshall  &.  Ilslev 

6.001 

498 

55.0 

71.2 

145 

239 

193 

^lartin  VI  arietta 

4,753 

2  122 

202.3 

J5J  : 

152 

■ 

■ 

i '- : 

Maryland  National 

9,513 

"1 

91.8 

112.5 

■ 

444 

1ZD 

190 

..Masco 

2,226 

1,452 

3,795 

:  -  4 

247.4 

223 

47 

ftfl 

95 

Mav  Department  Stores 

6,209 

10,376 

5,422 

381.0 

644.0 

■ 

254 

306 

Mavtag 

877 

1,724 

1,992 

: :  -  - 

150.8 

478 

292 

163 

246 

MCA 

2,658 

2,441 

2,908 

155.2 

974.3 

::- 

166 

46 

McDonald's 

5,969 

4,144 

7,704 

4~.  - 

~  -4  ■ 

I! 

186 

2  C 
93 

loo 

: 

McDonnell  Douglas 

7.91  1 

12,661 

2,890 

277 J 

1C 

■ 

1  77 

Iff 

McGraw-Hill 

1,463 

1.5T~ 

2,760 

1  "4  n 

265 

170 

■ 

MCI  Communications 

5  258 

3,592 

;  ; 

—131.0 

: 

■ 

95 

353 

M  cKesson 

2,263 

6,671 

•  .4. 

93.3 

151.1 

53 

321 

■ 

■ 

MCorp 

21,887 

2,129 

431 

-82.1 

-49  1 

464 

226 

291 

■ 

Mead 

2,721 

3,218 

1,T10 

43.4 

185.9 

1 

■ 

423 

442 

.Medtronic 

528 

469 

1,078 

69.8 

95.5 

32 

3  1  ^ 

213 

Mellon  Bank 

34.499 

1 83.3 

240.9 

■ 

130 

158 

156 

Melville 

1  999 

5  762 

2  929 

238  3 

306.0 

214 

■ 

■ 

■ 

.Mercantile  Bancorporation 

6,586 

660 

4  34 

55.3 

67.9 

429 

■ 

■ 

■ 

Mercantile  Bankshares 

3.055 

294 

498 

■ 

ojO 

■DO  f 

311 

Mercantile  Stores 

.1-1 

- 

349 

■ 

Merchants  National 

3.902 

362 

344 

32.1 

38.9 

273 


167 

9 

40 

Merck 

5, 105 

869  6 

: 

211 

■ 

■ 

445 

.Meridian  Bancorp 

6,801 

735 

565 

69.1 

.  ;  4 

395 

■ 

■ 

Mentor  Financial  Croup 

18  447 

1,723 

30  7 

-5.2 

T9.9 

18 

j  i  7 

70 

Merrill  Lvnch 

4  -  5 

3,951 

469.2 

647.0 

■ 

404 

■ 

Fred  Mever 

534 

1,688 

24. 1 

53.4 

192 

■ 

a 

Michigan  National 

7  <£71 

r  ,0  '  z 

0  2C 
000 

73.4 

■ 

■ 

^73 

491 

Microsoft 

219 

260 

:-4 

.  



96 

205 

185 

T5 

Middle  South  Utilities 

14,337 

3,486 

2,685 

451.3 

T9" 

118 

■ 

■ 

310 

Midlantic 

11,874 

9>>8 

814 

: ::  - 

136.5 

■ 

■ 

500 

■ 

Millipore 

398 

443 

888 

;-  . 

57.8 

200 

66 

19 

Minnesota  Mining  &  Manufacturing 

7  J48 

8,602 

13.326 

1,286.0 

*  Not  on  500  list. 
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Performance 

is  better  than  promises. 


If  you  want  to  maximize  return  and  minimize 
risk  in  your  portfolio,  talk  to  the  experienced 
specialists  at  UBS  with  their  proven  track  record 
of  success. 


UBS  -  committed  to  excellence. 


JS  in  the  United  States:  New  York  Branch  (299  Park  Avenue,  New  York, 
<  10171),  Chicago,  Houston,  Los  Angeles,  San  Francisco.  UBS  in  Canada: 
ilgary,  Montreal,  Toronto  UBS  worldwide:  in  all  important  financial 
nters  around  the  globe.  Head  Office:  Union  Bank  of  Switzerland, 
ihnhofstrasse  45,  CH-8021  Zurich. 


s 

(UBS) 


Union  Bank 
of  Switzerland 
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-W  here  thev  rank:  1986- 

Market 

Net 

Cash 

Nun 
em  pi 
Itn 

Assets 

Market 
Sales  value 

Net 
profits 

Conipan  y 

.Assets 
(Smil) 

Sales 
($mil) 

value 
Mini 

profits 
Mm  1 

flow 

1  MMll 

Mill 

■ 

■ 

■ 

384 

.Minnesota  Power 

1  376 

n  1  Z 

k")  A 

oZ.O 

1  tf\  3 
1  ZU.O 

23 

5 

1  1 

9 

UODll 

39  412 

AA  KAA 

16  400 

1 ,4U  r  .U 

6,0  fn.XJ 

1  A 
1  4 

■ 

■ 

474 

M  olex 

356 

349 

y*+  1 

3W  O 

on.  y 

OD.O 

364 

446 

■ 

1  in 

Monarch  C  apital 

3  79S 

1  444 

457 

73  O 

'  o.y 

73  O 

'6.7 

■ 

414 

■ 

Moniort  oi  Colorado 

296 

1  632 

lev; 

ZU  J 

Z  J.O 

37  ii 

O  /  .0 

178 

9  J 

66 

7Q 

to 

Monsanto 

8  269 

6  879 

D(y*4 1 

a  3  3  n 

t  111  n 
1/Z 1  o.U 

■ 

■ 

■ 

430 

.Montana  Power 

1  836 

655 

885 

A  A  O 

00.  y 

MAT 
1  1  4.Z 

389 

■ 

■ 

Moore  Financial  Group 

141-) 

^  ~ ' 

.5  j  j 

1  TO 

—0.0 

0.4 

94 

49 

26 

JP  Morgan 

7  A  P  30 

A  A71 

0,0 1  1 

7  3/t  1 
',.3**  1 

fS  / Z.3 

96 1 . 5 

1 

36 

289 

304 

1  OA 
1 V4 

Morgan  Stanley  Group 

10  in^ 

—  J  ZUO 

1  <1A3 

1,014 

zu  1 .0 

K\  1  3 

zu  1 .0 

■ 

525 

■ 

Morrison-Knudsen 

yvyy 

1  n«  3 

Z,UnO 

450 

30  /i 
0V.4 

A.U  A 
On.O 

1 
1 

■ 

357 

283 

278 

Morton  Thiokol 

1  AHA 

1  mo 

1,  f  DO 

1  3  l  A. 

1 0 1 . 0 

208.4 

1 

294 

112 

95 

202 

Motorola 

A  KWl 

0,888 

1 94.0 

9 

■ 

487 

■ 

■ 

\1  111  11  !■  .1  C\'.\ 

Murpny  Uii 

1  uun 
1  ,Vou 

840 

—  194.8 

89.9 

■ 

■ 

424 

\alco  Chemical 

586 

73A 

'JU 

1  H7^ 

1  ,U  '  J 

A  3  7 

00.  f 

1  nA  1 

■ 

426 

■ 

Nash  Finch 

1 1  A 

1  ^  7  A 

1  OZ 

1  3  U 
lO.fi 

3fl  1 
oU.  1 

398 

■ 

■ 

■ 

National  Bancshares  Corp  of  Texas 

o,o4U 

IOC 

zyo 

1 45 

n  1 

—61. 1 

1  3  t> 

— zo.y 

97 

484 

375 

274 

National  City 

14, 107 

l,ozo 

1,251 

135.0 

1 59.6 

463 

■ 

■ 

■ 

National  Community  Bank 

1   7  C  A 

Z,  /  OU 

ZUo 

294 

T  0  T 
ZO.2 

31/1 
OZ.4 

445 

405 

J59 

412 

National  Distillers  &.  Chemical 

1  CtflA 

z,yu4 

1  ,Clo~) 

7C  A 

1  n  1  .Z 

1 

■ 

218 

■ 

■ 

National  Intergroup 

1  171 

1,1  f  I 

3  3/t/1 

O,o44 

301 

—47.5 

—1.3 

401 

22* 

296 

371 

National  Medical  Enterprises 

0,0 1U 

3  mi 
o,ZUl 

1,68 1 

OO.D 

111  7 

ZZ4.  f 

■ 

406 

462 

■ 

National  Semiconductor 

1  ,000 

1  /C7U 

1 ,0  fa 

07 1 

-  7  r\ 

—O  /  .U 

95.9 

0 

■ 

493 

416 

430 

National  Service  Industries 

711 

1 ,288 

1 ,096 

7-T  3 
f  1.6 

98,0 
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PERFORMANCE 
RIGHT  AT  YOUR  FINGERTIPS. 

When  it  comes  to  peak  office  performance,  nobody  puts  you 
in  touch  with  it  like  Adler-Royal.  That's  because  we've  been 
setting  the  standards  for  quality  since  1 904. 

Using  highly-advanced  modern  facilities  and  creative  minds, 
we've  designed  superior  and  innovative  typewriters  to  fill  all 
your  business  needs.  Our  exciting  new  Adler  800/Royal  500 
Custom  Series  typewriters  will  give  you  a  feel  of  what  it's  like  to 
have  a  line  of  high-performance  typewriters  at  your  fingertips. 

Each  one  is  full  of  extraordinary  features  designed  to  produce 
work  better,  faster  anc|  easier  than  you  ever  thought  possible— 
from  forms  typing  to  editing  to  everyday  correspondence.  From 
25-character  per  second  speed — the  fastest  in  its  price  cate- 
gory— to  40-character  display,  Adler-Royal  typewriters  give  all 
your  typing  a  touch  more  quality. 

In  addition  to  right-on-the-mbney  performance,  each  Series 
can  be  easily  upgraded— right  in  your  office.  So,  no  matter  how 
fast  your  business  grows,  you'll  never  outgrow  Adler-Royal. 

Get  the  new  Adler  800/Royal  500  Series  typewriters  today 
and  put  success  at  your  fingertips,  from  the  first  day — on! 

Customize  your  office  today.  Check  the  Yellow  Pages  for  your 
authorized  Adler  or  Royal  dealer.  Or  call  toll-free:  1-800-288-2028, 
ext.  39  (Adler);  ext.  47  (Royal).  In  Nebraska,  1  -800-642-8300. 

771  ADLER-ROYAL 

WE  MEAN  BUSINESS 

A  DIVISION  OF  TRIUMPH  ADLER-ROYAL  INC, 
ADLER-ROYAL  BUSINESS  MACHINES.  1600  ROUTE  22,  UNION,  NJ  07083 
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To  you,  if s  another  small  office  building. 
To  us,  if  s  creating  a  more 
efficient  working  environment 


The  300  people  who  work  in  the  Commerce 
aring  House  enjoy  one  of  the  most  comfortable,  yet 
:ient  working  environments  ever  designed.  It's  controlled 
a  Johnson  Controls  facilities  management  system  that 
vides  the  perfect  balance  of  heating,  cooling,  lighting, 
urity  and  fire  protection.  The  result  is  considerable 
ings  to  building  owners  and  tenants  alike. 

Designing  and  installing  automated  systems 
buildings  is  our  business.  Maintaining  and  servicing 
Iding  systems  through  our  Alliance  programs  is 
business  too.  Over  100,000  building  owners  have 
>sen  Johnson  Controls  for  facilities  management. 


These  projects  range  in  size  from  giants  like  Los  Angeles 
International  Airport  to  smaller  buildings  like  Commerce 
Clearing  House. 

For  information  on  a  working  environment  that 
can  work  to  save  you  money,  take  advantage 

of  our  new  Executive  Contact  Program.  Give 
us  a  call  at  1-800-972-8040.  In  Wisconsin, 
call  1-800-472-6533.  A  Johnson  Controls 
executive  will  get  back  to  you  within 
48  hours.       .  _  ,       ,  _  _  ^ 

JfgHNSON 

contrIls 

Creating  a  better  climate 
for  business. 


©Johnson  Controls,  Inc.  1986  8601 
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Seen  one  way,  there  is  just  one  slice  of  pie  here. 

Seen  another,  there  is  all  but  one. 

Its  simply  a  matter  of  perspective. 

And  it  is  perspective -a  new  perspective -that 
Ryder  System  offers  companies  who,  given  the  choice, 
would  rather  have  more  pie  than  less. 

A  perspective  that  insists  that  without  quality- 
of  service  standards,  of  people,  of  thinking -it  is  a 
meager  feast. 

This  perspective  has  earned  us  a  rather  substantial 
chunk  of  pie. 

Were  $4.7  billion  and  growing,  a  worldwide  leader 
in  truck  leasing  and  rental.  Full  truckload  and  contract 
carriage.  Automotive  carriage.  Commercial  aircraft 
leasing,  turbine  jet  engine  maintenance,  and  aviation 
parts  distribution.  Student  transportation.  Insurance 
management  services. 

More  importantly,  its  helped  our  customers  more 
efficiently  focus  their  time,  capital  and  resources  on 
their  own  businesses. 

Anything  else  would  be  pie  in  the  sky 


RYDER  SYSTEM 


Highway  traasportation,  aviation,  and  insurance  management  services. 


©  1987  Ryd 


Ranking  The  Forbes  500s 

-Where  thev  rank:  1986- 

Market 

Net 

Cash  Ni 

Assets 

Market 
Sales  value 

Net 
profits 

Company 

Assets 
(Smill 

Sales 
iSmill 

value 
(Smill 

profits 
iSmill 

flow  em 
Mini  || 

189 

62 

SmithKlint  Beckman 

4  222 

3 

6.049 

■ 

■ 

432 

455 

^nap-on  Tools 

52T 

6~0 

: 

65.5 

-  - 

163 

■ 

■ 

380 

Society 

9,061 

892 

633 

84.1 

105.6 

438 

9 

■ 

Society  for  Savings 

:  yj- 

316 

244 

20.7 

405 

436 

■ 

Sonat 

3.288 

1,692 

1.052 

-304.3 

242  - 

291 

■ 

■ 

■ 

South  Carolina  National 

4  740 

465 

4-6 

57  3 

110 

■ 

■ 

ro 

Southeast  Banking 

12,469 

1,066 

686 

86.5 

121.3 

103 

128 

A  Q 

32 

Southern  California  Edison 

13,245 

5,312 

7,348 

768.6 

.  • 

66 

74. 

51 

25 

Southern  Company 

20,307 

6,847 

'  :^ 

882.9 

1.539.9 

493 

i;  i 
■+  j  1 

301 

270 

Southern  New  England  Telecommunications 

2,525 

.  433 

1,649 

139.2 

335.8 

388 

226 

197 

Southland 

•: 

-  :  87 

:  :~ 

:  4 

388  4 

419 

■ 

■ 

441 

Southmark 

3.173 

686 

3  s  3 

97  4 

274 

■ 

SouthTrust 

5,101 

456 

;" 

5,3.7 

59.5 

67 

32 

22 

Southwestern  Bell 

20,300 

7,902 

11,221 

.  ::  - 

2.410.0 

■ 

■ 

366 

U" 

Southwestern  Public  Service 

793 

1,268 

97.5 

152.5 

438 

332 

25- 

Sovran  Financial 

14,952 

1,495 

1,424 

:4« 

:  - 

■ 

437 

■ 

■ 

Springs  Industries 

1,010 

1,505 

44; 

32  • 

sh  2 

■ 

4oD 

341 

Square  D 

1,132 

1,403 

1,343 

154.5 

■ 

384 

67 

73 

Squibb 

2,409 

1,785 

5,900 

464.3 

503.0 

■ 

7A1 

■ 

Stalev  Continental 

1,745 

3,09T 

-4  3 

30.4 

127.9 

89 

■ 

Standard  Oil 

15,955 

: 

11,589 

-311.0 

1,405.0 

■ 

473 

421 

398 

Stanlev  Works 

1,208 

1,371 

1,085 

78.7 

121.1 

204 

■ 

■ 

434 

State  Street  Boston 

-4 

820 

71.4 

85.7 

■ 

1  8  1 
1  o  1 

231 

Sterling  Drug 

~;_ 

:  99 

2  -;- 

171.5 

215.5 

■ 

409 

■ 

|P  Stevens 

941 

.  -: 

649 

55.5 

93.5 

■ 

332 

479 

■ 

Stone  Container 

1,524 

2,032 

92- 

35.4 

127.7 

■ 

180 

■ 

■ 

Stop  &.  Shop  Cos 

1,282 

3,872 

709 

3v  4 

110.6 

78 

472 

201 

267 

Student  Loan  Marketing  Assn 

.  - : ;: 

:  3— 

: ;:: 

144.6 

■ 

473 

352 

Subaru  of  America 

555 

: 

94  8 

100.0 

409 

■ 

Sumitomo  Bank  of  California 

:  :~: 

300 

- 

: 

121 

53 

70 

94 

Sun  Company 

1 1  684 

9  3-6 

:  34 

385.0 

1.154.0 

■ 

450 

452 

■ 

Sundstrand 

:  -:- 

999 

-;  4 

.:-  - 

45 

Ton 

196 

152 

SunTrust  Banks 

:  •  :  -; 

:  -  - ; 

:  --3 

245.1 

32T9 

--- 

■ 

■ 

Sunwest  Financial  Services 

:  — - 

262 

319 

28.3 

34.1 

■ 

44') 

■ 

Super  Food  Services 

226 

1,462 

151 

10.9 

15. 7 

■ 

oo 

777 

J92 

Super  Yalu  Stores 

1,869 

8  ^62 

"  • 

174  2 

■ 

tin 

1  ly 

495 

478 

Supermarkets  General 

.  .": 

-  -  s 

60.9 

137.0 

■ 

7 1  *> 

>: 

Sysco 

-  52 

3,415 

:  — 

60.3 

95.4 

■ 

435 

■ 

Taft  Broadcasting 

1,298 

511 

1.054 

-60.3 

-23." 

24- 

■ 

Talman  Home  Federal  S&.L  of  Illinois 

5  708 

80 

29.9 

:  : 

■ 

383 

44 1 

Tambrands 

364 

487 

■ 

316 

396 

Tandem  Computers 

836 

1,518 

: 

::: 

■ 

123 

179 

Tandy 

2  255 

3,323 

3,824 

216.4 

2--  - 

215 

■ 

■ 

TCF  Banking  &  Savings  FA 

6,518 

6ft 

86 

19.7 

31.9 

■ 

361 

346 

TECO  Energy 

:  : 

902 

1,301 

97.6 

190.7 

■ 

358 

■ 

Tektronix 

1,219 

:  ;;: 

;  ■ ;  : 

55.1 

138.3 

343 

232 

35] 

Tele*Com  muni  cat  ions 

4  0O8 

646 

2,236 

94.8 

317 

149 

134 

173 

Teledvne* 

4,305 

a  553 

;  ;  ; 

::.  - 

329.5 

■ 

363 

■ 

Telerate 

264 

2  32 

:  :■ ; 

43.2 

-0.3 

■ 

S59 

427 

Telex 

803 

979 

.  - : 

■ 

-  : 

342 

389 

Temple-Inland 

1  ."'01 

1.296 

1,390 

80.8 

:  -  : 

■  Not  on  500  list    "Figures  include  unconsolidated  subsidiaries. 


FORBES.  APRIL  27. 


THE  BASIC  PHILOSOPHY 
OF  HANSON  TRUST,  AS 
EXPLAINED  BY  A  BRICK, 

A  STBJP  LIGHT, 
A  DOUBLE  SCOTCH  AND 

A  HOT  DOG. 


Hardly  the  four 
most  exciting  objects  i 
known  to  modern 
man,  are  they? 

Yet  together  they 
illustrate  perfectly  the  wisdom  " 
of  the  policies  we  pursue  at  Hanson  Trust. 

Namely,  to  operate  only  within 
industries  which  provide  basic  goods 
and  essential  services  to  proven  markets. 
Now,  some  would  have  you  believe 
that  these  are  "declin- 
ing" industries.  But 
what  do  you  think? 
Are  buildings  no 
longer  built  with  bricks  ?  (We  are  the 
world's  largest  brick  maker.) 

Do  travelers  no  longer  stock  up 
on  duty-free  scotch?  (We  operate  the 
duty-free  shops  at  London's  Heathrow 
and  Gatwick  Airports.) 

Do  Americans  retire  to  their  beds 
when  the  sun  goes 
down?  (We  own  USI 
Lighting,  the  3rd  largest 
lighting  company  in  the 
United  States.) 

And  isn't  eating 
hot  dogs  still  one  of 
America's  favorite  pas- 


times? (We  own  Hygrade  Foods 
whose  "Ball  Park"®  Franks  are  the 
second  biggest  brand 
in  America.) 


The  point 
is  that  our  companies  here ^ 
and  in  the  UK  produce  goods  and 
services  that  meet  basic  human  needs. 

And  using  our  judicious  blend  of 
tight  financial  controls,  decentralized 
management  and  performance  incentives, 
they  also  produce  excellent  returns  on 
capital  employed. 

But  perhaps 
the  most  telling 
testament  to  our 


basic  philosophy  is  not  how  well  our 
companies  have  prospered.  It  is  how 
well  our  shareholders  have  prospered. 

Had  you  bought  $10,000  worth  of 
our  stock  in  1964,  you  would  now, 
at  the  time  of  going  to  press, 
be  sitting  on  an  investment 
worth  over  $600,000. 


On  this  magnificent  sum, 
we  rest  our  case. 


HANSON  THUS 


For  further  information  contact  Karen  Levy,  Investor  Relations, 410  Park  Avenue,  New  York,  NY  10022  2 12-826-0098. 


Ranking  The  Forbes  500s 


Where  they  rank:  1986— 

Market 

Net 

Cash 

N't 

Market 
Sales  value 

Net 
profits 

Com  pan) 

Assets 
'  (Smill 

Sales 
LSmil] 

value 
[Smil] 

profits 
iSmill 

flow 

era 

| 

in 

jnj 

76 

■ 

Tenneco 

.  ■  ;. 

■ 

■ 

■ 

Tesoro  Petroleum 

588 

1,270 

148 

4 

52$ 

29 

9 

42 

36 

Texaco 

•4  -4 

31613 

H.692 

725.0 

3  45". 0 

1  — 

183 

367 

■ 

Texas  Air 

h.000 

4,407 

.  :  ' 

42  2 

»4  5 

231 

■ 

■ 

■ 

Texas  American  Bancshares 

5  9M 

■ 

-115.2 

-82  • 

424 

■ 

Texas  Commerce  Bancshares 

19.192 

1,579 

• 

-: 

266 

l  7 1 

329 

■ 

Texas  Eastern 

5,249 

- 

.  441 

1.3 

2v'  . 

399 

136 

151 

■ 

Texas  Instruments 

3  337 

-  74 

-  : : 

- 

113 

1T9 

97 

46 

Texas  Utilities 

12  31s 

:  v-2 

- .  - 

:- 

-~;  2 

119 

89 

205 

15! 

Textron" 

6,951 

:  - . 

24-' 

370.0 

3 .  - 

188 

105 

- 

Time  Inc 

4.300 

;  - 

J76.4 

5  36.4 

441 

152 

112 

Times  Mirror 

: ! : 

4.093 

-  -  . 

4 

334 

42< 

294 

Torchmark 

4, 123 

1,555 

1.694 

2  ;  " 

:.  - 

■ 

291 

132 

251 

Toys  "R"  Us 

1  523 

3.5T9 

152  2 

185.5 

393 

:  34 

■ 

■ 

Trans  World  Airlines 

3,370 

3 1 45 

708 

-106  3 

106 

218 

Transamerica 

16  182 

6,0"76 

2.3T1 

267.5 

J21 

195 

433 

■ 

Transco  Energy 

;  -  : 

1.056 

-4.3 

21 

24 

;  ~ 

66 

Travelers 

.  ■  -_ 

-  -:: 

504.6 

587  3 

432 

1" 

■ 

■ 

Triangle  Industries 

:  m 

2  ;;- 

585 

46.9 

104  0 

:  $5 

229 

Tribune 

2,589 

:  : 

2  256 

■ 

■ 

294 

Trinova 

,  - 

712 

122  6 

164  8 

324 

■ 

■ 

Trustcorp 

4  227 

_.  ■  - 

324 

M  4 

34" 

107 

207 

TRW 

3  909 

6.036 

2,48S 

2  J  7  "7 

477  - 

■ 

■ 

334 

303 

Tucson  Electric  Power 

1794 

425 

1,423 

1  17.4 

: 

■ 

>- 

■ 

■ 

Turner 

955 

2  49- 

82 

■ 

■ 

■ 

TW  Services 

■ 

J.1  1 

7ft^ 

■ 

Tvson  Foods 

— 

-  ;  - 

.  --■ 

169 

193 

■ 

UAL 

ft  7 1  7 

9,196 

2  -: : 

11.6 

-      :  ; 

462 

;> 

206 

280 

Union  Camp 

2  751 

2, 503 

.2:  ^ 

:-  -  - 

197 

3* 

Union  Carbide 

7.571 

6.343 

2  873 

699.0 

1  152.0 

:: 

377 

105 

Union  Electric 

'-  -2  3 

1 ,807 

2.936 

343.9 

537  5 

422 

■ 

Union  National 

3  139 

293 

320 

131 

9T 

5  - 

■ 

Union  Pacific 

10,863 

6,574 

6,535 

-460.2 

59.8 

156 

129 

■ 

Unisys 

9  409 

7,432 

3  692 

-43  4 

400.6 

■ 

■ 

■ 

United  Banks  of  Colorado 

■ 

■ 

■ 

United  Brands 

959 

3.30" 

- .  . 

; ;  , 

217 

■ 

United  Financial  Group 

6  46^ 

655 

-39  T 

-  - 

■ 

■ 

331 

United  Illuminating 

- 

182 

■ 

■ 

433 

United  lersev  Banks 

-  2- 

71.5 

R7  n 

-  ■ 

■ 

■ 

g 

United  Missouri  Bancshares 

3.203 

272 

314 

31.1 

40.4 

■ 

US  Bancorp 

■ 

■ 

410 

US  Healthcare 

280 

502 

-; 

■  : 

■ 

342 

■ 

US  Shoe 

923 

2.003 

921 

2-  ; 

-  2 

■ 

■ 

324 

US  Tobacco 

103.9 

■ 

■ 

■ 

US  Trust 

308 

32 1 

29.9 

36.5 

• 

428 

United  Technolo°ies 

15,669 

6  001 

:- - 

: 

2I7 

Lnited  Telecommunications 

6379 

3  059 

2,513 

;  -  - 

741.3 

155 

■ 

■ 

386 

United  Virginia  Bankshares 

>  4; ; 

110." 

■ 

390 

■ 

■ 

Universal  Leaf  Tobacco 

.    -  - 

462 

49.9 

14; 

L47 

Unocal 

~  4s2 

3.09" 

176.0 

.  .  - 

351 

308 

UNUM  Corp 

2 

:  543 

115.1 

: 

■  Not  or 

"Figures  include 

unconsolidated  subsidiaries. 

FORBES  APRIL  27, 


Ranking  The  Forbes  500s 

-Where  they  rank:  1986- 

Market 
value 
($mil) 

Net 
profits 
($mil) 

Cash 
flow 
($mil) 

Number 
employed 
(thou) 

ts 

Market 
Sales  value 

Net 
proms 

Company 

Assets 
($mil) 

Sales 
($mil) 

) 

307 

73 

146 

Upjohn 

2,665 

2,291 

5,822 

252.6 

334.5 

20.7 

70 

38 

24 

US  West 

18,747 

8,308 

10,259 

924.3 

2,323.9 

69.8 

372 

456 

344 

USAir  Group 

2,147 

1,835 

988 

98.4 

191.5 

14.4 

160 

182 

136 

USF&G 

8,936 

4,337 

2,709 

275.0 

289.8 

9.4 

266 

256 

171 

USG 

2,006 

2,724 

1,979 

225.5 

312.2 

21.7 

■ 

■ 

359 

US  Life 

3,669 

1,179 

839 

92.3 

101.3 

2.0 

. 

33 

78 

■ 

USX 

21,823 

14,000 

5,574 

-1,593.0 

-34.0 

63.9 

j 

■ 

307 

262 

Utah  Power  &  Light 

3,125 

985 

1,597 

146.3 

245.9 

5.3 

364 

■ 

■ 

Valero  Energy 

1,697 

1,880 

174 

-99.9 

58.2 

2.2 

■ 

■ 

■ 

Valley  Federal  Savings  &  Loan  Assn 

2,662 

314 

68 

17.0 

22.0 

1.2 

■ 

■ 

457 

Valley  National 

10,715 

1,063 

647 

65.2 

89.1 

7.3 

434 

242 

281 

VF 

1,834 

1,545 

2,086 

129.4 

184.3 

41.0 

■ 

338 

■ 

Viacom  International 

2,041 

919 

1,403 

-9.9 

67.9 

4.6 

■ 

357 

356 

Vulcan  Materials 

835 

958 

1,317 

93.2 

170.3 

6.3 

1 

38 

20 

76 

Wal-Mart  Stores 

4,049 

12,026 

13,122 

450.1 

572.9 

122.5 

185 

255 

339 

Walgreen 

1,362 

3,803 

1,991 

99.2 

145.4 

38.0 

1 

269 

270 

■ 

Wang  Laboratories 

2,716 

2,669 

1,876 

-86.4 

153.8 

31.0 

1 

257 

173 

209 

Warner  Communications 

3,223 

2,848 

2,807 

185.8 

304.0 

11.2 

1 

239 

106 

1 16 

Warner-Lambert 

2,516 

3,103 

4,210 

309.5 

377.7 

35.0 

1  ■ 

■ 

■ 

431 

Washington  Mutual  Savings  Bank 

5,393 

457 

229 

71.8 

77.0 

1.4 

■ 

251 

336 

Washington  Post 

1,145 

1,215 

2,001 

100.2 

165.5 

6.4 

■ 

■ 

472 

Washington  Water  Power 

1,391 

390 

560 

62.4 

100.8 

1.4 

1 

340 

65 

100 

Waste  Management 

2,795 

2,018 

5,981 

370.9 

551.7 

22.5 

■ 

405 

456 

Weis  Markets 

474 

1,101 

1,131 

65.3 

81.9 

12.7 

177 

179 

138 

Wells  Fargo 

44,577 

3,965 

2,723 

273.5 

358.4 

18.4 

■ 

461 

■ 

Wendy's  International 

801 

1,103 

978 

-4.9 

53.6 

49.0 

346 

■ 

■ 

West  Point-Pepperell 

1,352 

1,981 

763 

32.4 

96.6 

28.5 

) 

■ 

■ 

■ 

Western  Capital  Investment 

3,564 

352 

127 

-7.2 

-2.7 

2.0 

■ 

■ 

■ 

Western  Savings  &  Loan  Assn 

5,547 

549 

221 

30.2 

38.5 

1.8 

1 

44 

44 

41 

Westinghouse  Electric 

8,482 

10,731 

7,942 

670.8 

1,041.8 

117.3 

371 

2X1 

317 

Westvaco 

2,062 

1,836 

1,766 

107.3 

228.5 

15.1 

181 

■ 

■ 

Wetterau 

681 

3,847 

467 

34.6 

64.2 

11.3 

' 

86 

88 

133 

Weyerhaeuser* 

11,171 

7,234 

4,929 

276.7 

624.2 

40.3 

173 

204 

199 

Whirlpool 

2,202 

4,009 

2,51 1 

199.7 

317.5 

28.2 

i. 

■ 

■ 

■ 

Whitney  Holding 

2,887 

229 

323 

28.1 

29.8 

1.0 

> 

144 

■ 

421 

Wickes  Cos 

4,186 

4,770 

837 

73.9 

141.3 

50.7 

■ 

441 

417 

Willamette  Industries 

1,100 

1,200 

1,035 

74.7 

147.3 

8.2 

1 

367 

■ 

■ 

Williams  Cos 

3,908 

1,859 

799 

-249.3 

-134.5 

5.7 

1 

■ 

■ 

■ 

Wilmington  Trust 

2,778 

263 

404 

34.0 

38.1 

1.6 

460 

■ 

■ 

Wilson  Foods 

206 

1,407 

65 

4.8 

13.8 

5.2 

67 

267 

316 

Winn-Dixie  Stores 

1,445 

8,580 

1,894 

107.8 

269.9 

75.6 

) 

458 

284 

241 

Wisconsin  Energy 

2,777 

1,41 1 

1,752 

157.7 

278.9 

6.2 

■ 

■ 

480 

Wisconsin  Power  &  Light 

1,133 

569 

662 

60.5 

124.8 

2.5 

479 

■ 

458 

Witco 

820 

1,355 

860 

65.2 

1 19.4 

8.0 

I 

99 

200 

180 

FW  Woolworth 

2,850 

6,501 

2,527 

214.0 

339.0 

120.0 

■ 

466 

■ 

Wm  Wrigley  Jr 

394 

699 

967 

53.8 

72.5 

5.6 

) 

34 

68 

72 

Xerox* 

19,299 

12,919 

5,859 

464.5 

1,270.0 

111.5 

398 

434 

452 

Yellow  Freight  System 

862 

1,714 

1,056 

67.1 

159.1 

23.4 

126 

341 

357 

Zayre 

1,876 

5,351 

1,399 

92.4 

158.2 

60.0 

363 

■ 

■ 

Zenith  Electronics 

1,235 

1,892 

511 

-10.0 

30.0 

35.0 

I 

■ 

■ 

■ 

Zions  Utah  Bancorporation 

3,297 

301 

224 

20.6 

26.5 

1.9 

t  on  500  list. 

"Figures  include 

unconsc 

lidated  subsidiaries 
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The  Forbes  500s  on  Wall  Street 


These  790 firms  qualified  for  one  or  more 
of  the  500  lists.  Here  are  26  vital  facts  on 
each  company's  shares,  including  price  per- 
formance and  earnings  predictions. 


T|hanks  to  an  early  1987  surge  by  midsize  compa- 
nies, the  largest  companies  in  America — The  Forbes 
500s — underperformed  the  overall  market.  The  Forbes 
500s  gained  19.6%  (excluding  dividendsl  over  the  52  weeks 
through  Mar.  19,  vs.  21.2%  for  the  overall  market. 

We  don't  have  any  formulas  for  predicting  the  perfor- 
mance of  the  Dow  or  the  overall  market  over  the  next  year. 
But  we  do  show,  for  almost  all  the  790  companies  that 
appear  on  one  or  more  of  The  Forbes  500s,  analysts'  fore- 
casts for  1987  earnings  per  share. 

Wall  Street  expects  tangible  results  from  years  of  corpo- 
rate cost-cutting  and  restructuring.  Eternal  optimists,  the 
analysts  forecast  a  19%  average  increase  in  earnings  in 


1987  for  The  Forbes  500s  companies.  Lower  interest  rates, 
higher  productivity  and,  for  the  multinationals,  a  weaker 
dollar  could  deliver  some  impressive  gains  this  year. 

Here's  how  to  use  this  reference  table.  Take  Albertson's, 
a  Boise,  Idaho-based  supermarket  chain.  Albertson's  fiscal 
year  ends  in  January.  Results  through  January  1987  are 
reported  as  fiscal  1986.  Our  rule:  Any  fiscal  year  ending 
between  June  1986  and  May  1987  is  treated  as  fiscal  1986, 
no  matter  how  designated  by  the  company.  If  fiscal  earn- 
ings have  not  been  reported  we  use  an  estimate  (E). 

Albertson's  five-year  price  range  through  Mar.  19  is 
adjusted  for  stock  splits  and  rounded  to  the  nearest  full 
point.  The  "recent  price"  is  Albertson's  close  on  Mar.  19. 


Stock  performance 


-Stock  price  ratios 


Company  fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

-Stock  price- 
12-month 
high-low 

recent 

— latest  12  months — 
price      relative  to 
change  market 

 price  earnings- 

5-year  latest 
high-low  12  months 

1987 
est 

pri< 
sal 

Abbott  Laboratories  Dec 

ABT 

n 

63- 

14 

63-  37 

STA 

57% 

130 

27— 

11 

27.1 

23.2 

3.7 

Aetna  Life  &  Cas/Dec 

AET 

n 

68- 

27 

68-  53 

67 

3 

85 

37- 

7 

8.9 

8.9 

03 

Affiliated  Bshs  Colo  Dec 

AFBK 

0 

20- 

9 

18-  10 

13V4 

-22 

64 

25- 

5 

20.8 

11.0 

; 

Affiliated  Pubs  Dec 

AFP 

n 

51- 

- 

51-  22 

48 

99 

164 

34- 

8 

25.9 

38.4 

4.2 

HP  Ahmanson  Dec 

AHM 

n 

29- 

3 

29-  19 

261. 

27 

105 

NM- 

4 

8.1 

7.6 

Air  Prods  &  Chems  Sep 

: 

n 

49- 

12 

49-  29 

46 

13 

93 

NM- 

4 

NM 

16.5 

_ 

Albertson's  Ian 

ABS 

n 

53- 

13 

53-  33 

52*4 

43 

118 

18- 

8 

L7.6 

16.0 

Alco  Health  Services  Sep 

AAHS 

o 

: 

13" 

26-  16 

20% 

-9 

"5 

21- 

12* 

16.9 

:;  . 

0.1 

Alco  Standard  Sep 

ASN 

n 

52- 

18 

52-  37 

- 

15 

95 

21- 

6 

18.8 

14.9 

: 

Alexander  &  Alexander/Dec 

AAL 

n 

42- 

17 

42-  24 

31  ; 

-l7 

68 

NM- 

9 

30.0 

12.3 

1.2 

Alexander  &  Baldwin  Dec 

ALEX 

o 

52- 

6 

52-  33 

IS  - 

45 

120 

15- 

5 

14.6 

.: 

2i 

Alleghany/Dec 

Y 

n 

NA-NA 

117-  66- 

91V4 

NA 

NA 

NA-NA 

7.4 

15.2 

0.9 

Alleghenv  Intl  Dec 

AG 

n 

36- 

11 

25-  11 

24-: 

97 

N'M- 

4 

NM 

NM 

0.2 

Allegheny  Power/Dec 

AYP 

n 

54- 

18 

54-  3T 

-;  . 

17 

13- 

5 

10.7 

10.6 

1.2 

Allied  Bancshares/Dec 

ALBN 

o 

28- 

10 

20-  10 

10 

-41 

49  _ 

NM- 

6 

NM 

29.4 

- 

Allied-Signal/Dec^ 

ALD 

n 

55— 

17 

55-  37 

47  . 

42 

117 

NM- 

:-  ; 

13.2 

■ 

Alcoa  Dec 

AA 

n 

49- 

22 

46-  33 

44 

5 

NM- 

14.5 

13.6 

Am  ax/ Dec 

AMX 

n 

33- 

11 

19-  11 

19 

16 

96 

NM-  NM 

NM 

34.5 

Amdahl  Dec 

AMH 

a 

42- 

42-  14 

38 

153 

209 

NM- 

12 

22.6 

1 9 

Amerada  Hess/Dec 

AHC 

n 

35- 

16 

33-  17 

;:  . 

64 

135 

2^- 

8 

NM 

16.1 

■ 

American  Brands/Dec 

AMB 

n 

53- 

19 

53-  36 

49:  - 

15 

95 

17- 

6 

10.7 

■ 

American  Can/Dec 

AC 

n 

54- 

13 

53-  34 

51V4 

35 

111 

16- 

9 

. 

7.5 

- 

•Range  is  for  less  than  period  indicated.  tPrices  are  as 
or  not  applicable    NM:  not  meaningful.    E:  estimate. 


originally  reported,  adjusted  for  splits:  stock  perfo 
Stock  orices  as  of  Mar.  19.  198". 


Tnance  inci 


jdes  value  of  special  distributions.    NA  not  a\aib 
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Albertson's  gained  43%  over  the  past  12  months,  bringing 
it  to  a  new  five-year  high.  The  three  biggest  stars  below  are 
computer  firms:  Seagate  Technology,  up  243%,  Microsoft, 
up  223%,  and  Tandem  Computers,  up  197%.  Losers  off 
65%  or  more  include  Bethlehem  Steel,  Manville  and  LTV. 

Firms  that  have  less  than  a  52-week  price  history  have 
their  1 2-month  high-low  prices  footnoted  and  are  marked 
NA  (not  applicable)  for  five-year  ranges.  Stocks  with  his- 
tories longer  than  one  year  but  less  than  five  are  footnoted. 

During  the  past  year  Allied-Signal,  Kraft,  Panhandle 
Eastern  and  dozens  of  other  Forbes  500s  companies  had 
substantial  spinoffs  or  recapitalizations.  We  show  the  five- 
year  and  one-year  price  ranges,  using  the  price  originally 


reported  but  adjusted  for  splits.  However,  if  a  stock,  deben- 
ture or  unusual  cash  distribution  was  made  in  the  latest  12 
months,  then  the  12-month  performance  figures  include 
the  recent  value  of  the  distribution.  The  Allied-Signal 
performance,  for  example,  reflects  the  value  of  Henley 
Group  shares  spun  off  to  Allied's  shareholders. 

The  relative  performance  measurement  compares  a 
stock  with  the  overall  market  as  measured  by  William 
O'Neil  &.  Co.'s  Investor's  Daily  Index.  A  measure  of  100 
means  that  the  stock  did  just  as  well  as  the  O'Neil  average, 
up  21.2%.  Stock  market  performance  data  come  from 
O'Neil,  earnings  projections  from  the  Institutional  Bro- 
kers Estimate  System. 


-Earnings- 


-Dividends- 


net 

latest 

estimated 

%  change 

number 

confidence 

5-year 

profit 

12  months 

1986 

1987 

'87  vs  '86 

of 

factor  on 

indicated 

payout 

growth 

margin 

EPS 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

yield 

ratio 

rate 

14.2% 

$2.32 

S2.32 

S2.71 

17% 

36 

very  high 

S1.00 

1.6% 

43% 

21% 

4.2 

7.53 

6.18 

7.55 

22 

29 

high 

2.76 

4.1 

37 

1 

2.7 

0.65 

0.65 

1.23 

89 

7 

low 

none 

NA 

NA 

NA 

16.5 

1.85 

1.85 

1.25 

-32 

8 

high 

0.32 

0.7 

6 

16 

10.0 

3.22 

3.22 

3.43 

7 

21 

high 

0.88 

3.4 

27 

23 

0.3 

0.12 

0.08 

2.79 

NM 

23 

average 

0.80 

1.7 

NM 

21 

1.9 

3.00 

3.00 

3.29 

10 

16 

high 

0.96 

1.8 

32 

14 

1.1 

1.20 

1.20 

1.34 

12 

9 

very  high 

none 

NA 

NA 

NA 

1.4 

2.72 

1.20 

3.44 

187 

8 

very  high 

1.28 

2.5 

47 

3 

4.0 

1.04 

1.04 

2.54 

144 

18 

average 

1.00 

3.2 

96 

-10 

18.3 

3.30 

3.30 

3.91 

18 

7 

average 

1.36 

2.8 

41 

22 

12.8 

12.36 

12.36 

6.00 

-51 

1 

NM 

none 

NA 

NA 

NA 

NM 

-17.97 

-17.97 

-0.53 

NM 

3 

very  low 

none 

NA 

NA 

NA 

12.0 

4.03 

4.03 

4.09 

1 

26 

very  high 

2.92 

6.8 

72 

5 

NM 

-0.42 

-0.42 

0.34 

NM 

18 

very  low 

0.40 

4.0 

NM 

13 

5.1 

3.26 

3.26 

3.57 

10 

19 

average 

1.80 

3.8 

55 

4 

5.7 

3.08 

3.08 

3.28 

6 

23 

low 

1.20 

2.7 

39 

-4 

NM 

-1.04 

-1.04 

0.55 

NM 

16 

very  low 

none 

NA 

NA 

NA 

4.1 

0.81 

0.81 

1.68 

107 

23 

low 

0.20 

0.5 

25 

11 

NM 

-2.60 

-2.60 

2.04 

NM 

27 

very  low 

none 

NA 

NA 

NA 

5.9 

3.18 

3.18 

4.59 

44 

20 

high 

2.08 

4.2 

65 

4 

7.6 

3.64 

3.64 

6.83 

88 

9 

high 

1.60 

3.1 

44 

2 

Sources 
Sen -ices. 


\\  ill  a  n  a  O'Neil  &  Co.:  Tlx  Institutional  Itrokers  Estimate  System  flBES),  a  service  of  Lynch,  Jones  (-  Ryan  via  Micro/Scan  from  U>lus  Information 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ralii 

Stock  price   — latest  12  months —   price/ earnings  


Company/fiscal  year -end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to 
market 

5-year 
high-low 

latest 
12  months 

1987 
est 

American  Capital/Dec 

ACC 

a 

10- 

1 

8— 

4 

4*4 

^9% 

50 

NM— 

4 

8.2 

NA 

American  Continental/Dec 

AMCC 

o 

16— 

5 

16— 

8 

15* 

30 

107 

13— 

3 

7.7 

NA 

American  Cyanamid/Dec 

ACY 

n 

98— 

ZD 

yo— 

£7 
OO 

96*. 

40 

116 

zo— 

■j 

22.2 

18.5 

American  Electric  Power/Dec 

AEP 

n 

n 

oi- 

1  C 
ID 

ii 

oz- 

>  ■ 

11 

92 

1  -2 

lo — 

10.9 

106 

American  Express/Dec 

AXP 

n 

o  1 — 

18 

81— 

54 

78* 

15 

95 

19- 

6 

14.2 

14.1 

American  Family  Dec 

AFL 

n 

19— 

1 

19— 

1 1 

13'/' 

-9 

75 

21- 

10.7 

11.5 

American  General/Dec 

AGC 

n 

47— 

1 1 

47— 

34 

41% 

1 

83 

13- 

4 

9.4 

99 

American  Greetings/Feb 

AG  RE  A 

o 

42— 

9 

42— 

24 

30* 

-14 

71 

19- 

8 

14.3 

13.0 

American  Home  Prod/ Dec 

AHP 

n 

qjc 

7J — 

VI 

7J — 

77 

90'^ 

19 

98 

19- 

10 

17.5 

15  - 

American  Intl  Group/Dec 

AIG 

o 

7Q_ 
t  y — 

7Q_ 

cc 

JJ 

76V» 

10 

91 

26- 

8 

15.6 

13.6 

American  Medical  Intl/ Aug 

AMI 

n 

37— 

13 

23- 

13 

19!* 

-16 

69 

NM- 

9 

NM 

13.9 

American  Motors/Dec 

AMO 

n 

1 1— 

2 

5- 

2 

4* 

3 

85 

NM-NM 

NM 

NM 

American  Natl  Ins/Dec 

AN  AT 

o 

51- 

13 

51— 

3o 

43M 

13 

93 

17- 

5 

5.0 

12.4 

American  Petrofina/Dec 

APIA 

a 

65- 

38 

53— 

46% 

5 

87 

19- 

9 

NM 

NA 

American  President/Dec 

APS 

n 

38- 

14* 

Jo — 

1  0 

35Vs 

71 

141 

NM 

3* 

50.2 

15.1 

American  Savings/Dec 

ABNY 

o 

25- 

12' 

25— 

16 

20 

-9 

75 

10- 

4* 

8.0 

4.1 

American  Standard/Dec 

AST 

n 

50- 

17 

50- 

36 

48* 

10 

91 

71- 

7 

9.2 

13.5 

American  Stores/Jan 

ASC 

n 

71- 

11 

71— 

52 

68* 

13 

93 

18- 

6 

18.2 

14.9 

American  Tel  &  Tel/Dec 

T 

n 

28- 

15* 

28— 

22 

23  ■ 

2 

84 

NM- 

3' 

NM 

14.7 

AmeriFirst  FederaL'Sep 

AMRI 

o 

NA-NA 

13— 

8* 

:: 

NA 

NA 

NA-NA 

4.2 

NA 

Ameri  tech/Dec 

AIT 

n 

102- 

41' 

102— 

75 

89* 

13 

93 

15- 

7* 

11.4 

10.7 

Ameri  Trust/Dec 

AMTR 

o 

53- 

13 

53— 

38 

53  - 

19 

98 

12- 

4 

12.4 

11.5 

Ames  Dept  Stores/Ian 

ADD 

n 

35- 

3 

19 

27% 

1 

83 

31- 

7 

24.2 

16.9 

Amiac/Dec 

AMA 

n 

32- 

17 

•jZ — 

77 

30 

8 

89 

NM- 

10 

NM 

20.3 

Amoco/Dec 

n 

81- 

33 

01— 

JJ 

79* 

33 

110 

27- 

5 

r  4 

19.1 

AMP  Dec 

AMP 

n 

54- 

15 

54— 

33 

53H 

29 

106 

42- 

13 

35.0 

25.5 

AMR/Dec 

AMR 

n 

62- 

13 

62— 

47 

56 

11 

92 

13- 

4 

12.1 

10.7 

AmSouth  Bancorp/Dec 

ASO 

n 

39- 

8 

39— 

28 

32% 

-2 

81 

13- 

4 

10.5 

9.7 

Anadarko  Petroleum/Dec 

ARC 

n 

NA-NA 

Zo— 

1  o 

27 

NA 

NA 

NA-NA 

NM 

55.1 

Anheuser-Busch  Cos/Dec 

BUD 

n 

37- 

7 

o  / — 

i.e. 

35M 

46 

120 

21- 

8 

21.0 

18.3 

Apple  Bank/Dec 

APPL 

o 

38- 

ir 

38- 

22 

34* 

31 

108 

13- 

7* 

11.5 

5.8 

Apple  Computer/Sep 

AAPL 

o 

71- 

n 

71- 

24 

158 

213 

55- 

10 

24.3 

Archer  Daniels  Midland/fun 

ADM 

n 

23- 

6 

23- 

16 

20 

10 

91 

19- 

6 

13.7 

12.5 

Arkla/Dec 

ALG 

n 

30- 

13 

24— 

1 7 

22* 

25 

103 

32- 

7 

19.0 

16.6 

Armco/Dec 

AS 

n 

23- 

4 

12— 

4 

8 'A 

-27 

60 

31- 

6 

NM 

14.5 

Armstrong  World  Inds/Dec 

ACK 

n 

42- 

7 

42- 

25 

41 

40 

116 

36- 

16.1 

14.5 

Ashland  OU/Sep 

ASH 

n 

67- 

21 

67- 

44 

63* 

39 

115 

17- 

4 

11.6 

10.9 

Atlantic  City  Elec/Dec 

ATE 

n 

47- 

17 

47- 

33 

36'/. 

4 

86 

13- 

6 

10.4 

11.3 

Atlantic  Financial/Sep 

ATLF 

o 

19- 

8 

19- 

10 

11 

-37 

52 

18- 

1 

7.7 

Atlantic  Richfield  T)ec 

ARC 

n 

80- 

32 

80- 

45 

77 

43 

118 

24- 

5 

22.8 

19.2 

Automatic  Data  Proc'lun 

AUD 

n 

48- 

10 

48- 

29 

4"  ■ 

44 

119 

30- 

12 

30.1 

27.9 

Avnet/Iun 

AVT 

n 

50- 

r 

40- 

25 

34* 

-7 

77 

65- 

9 

64.6 

39.6 

i 

Avon  Products/Dec 

AVP 

n 

37- 

18 

36- 

26 

30'/s 

—5 

^ 

16- 

- 

13.5 

12.3 

AZP  Group/Dec 

AZP 

n 

33- 

15 

3^- 

27 

31* 

11 

92 

11- 

4 

10.5 

9.7 

Baker  International/Sep 

BKO 

n 

34- 

9 

18- 

9 

18 

41 

116 

> 

5 

\  v 

NM 

Ball  Corp/Dec 

BLL 

n 

46- 

8 

46- 

»2 

39* 

15 

95 

18- 

5 

15.5 

14.3 

Bally  Manufacturing/Dec 

BLY 

n 

32- 

11 

24- 

15 

19  . 

3 

85 

NM- 

7 

24.4 

14.8 

Baltimore  Gas  &  Elec/Dec 

BGE 

n 

40- 

12 

40- 

26 

31V6 

18 

97 

13- 

5 

10.0 

9.9 

*Range  us  for  less  than  period  indicated    NA;  not  available  or  not  applicable.    NM:  not  meaningful    E:  estimate.    Stock  prices  as  of  Mar.  19.  19K- 
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Earnings    Dividends- 


net 

latest 

estimated 

%  change 

number 

rnnriHprirp 

5-year 

profit 

12  months 

1986 

1987 

'87  vs  '86 

of 

factor  on 

indicated 

payout 

growth 

margin 

EPS 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

yield 

ratio 

rate 

1.9% 

$0.58 

$0.58 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

3.6 

2.04 

2.04 

NA 

NA 

NA 

NA 

$0.10 

0.6% 

5% 

NA 

5.3 

4.36 

4.36 

$5.22 

20% 

27 

high 

2.10 

2.2 

48 

9% 

10.5 

2.62 

2.62 

2.71 

3 

27 

very  high 

2.26 

7.9 

86 

0 

7.4 

5.55 

5.55 

5.60 

1 

22 

very  high 

1.44 

1.8 

26 

7 

7.2 

1.26 

1.26 

1.17 

-7 

10 

very  high 

0.22 

1.6 

17 

16 

10.9 

4.47 

4.47 

4.21 

-6 

22 

very  high 

1.25 

3.0 

28 

11 

6.4 

2.12 

2.03E 

2.34 

NM 

15 

high 

0.66 

2.2 

31 

23 

15.8 

5.18 

5.18 

5.71 

10 

34 

very  high 

3.34 

3.7 

64 

9 

9.0 

4.90 

4.90 

5.61 

14 

2  7 

high 

0.25 

0.3 

5 

9 

NM 

-1.12 

-1.12 

1.38 

NM 

30 

average 

0.72 

3.8 

NM 

21 

NM 

NM 

NM 

-0.41 

NM 

7 

very  low 

none 

NA 

NA 

NA 

30.0 

8.59 

8.59 

3.48 

-59 

4 

average 

1.32 

3.1 

15 

18 

NM 

-2.03 

-2.03, 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

1.3 

0.71 

0.71 

232 

11 

low 

0.50 

1.4 

70 

NA 

5.2 

2.50 

2.50 

4.82 

93 

5 

low 

0.60 

3.0 

24 

NA 

6.4 

5.28 

5.28 

3.60 

-32 

13 

average 

1.60 

3.3 

30 

-3 

1.0 

3.79 

3.79 

4.62 

25 

13 

average 

0.84 

1.2 

22 

23 

0.9 

0.21 

0.21 

1.57 

NM 

36 

low 

1.20 

5.2 

571 

39 

2.9 

2.99 

2.99 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

12.2 

7.87 

7.87 

8.35 

6 

33 

very  high 

5.00 

5.6 

64 

47 

8.3 

4.28 

4.28 

4.63 

8 

10 

very  high 

1.76 

3.3 

41 

6 

2.2 

1.12 

1.19E 

1.61 

35 

11 

average 

0.10 

0.4 

9 

13 

NM 

-4.27 

-4.27 

1.48 

NM 

10 

very  low 

none 

NA 

NA 

NA 

4.1 

2.91 

2.91 

4.17 

43 

36 

low 

3.30 

4.1 

113 

5 

8.5 

1.52 

1.52 

2.08 

37 

27 

average 

0.80 

1.5 

53 

13 

4.6 

4.63 

4.63 

5.22 

13 

24 

average 

none 

NA 

NA 

NA 

11.6 

3.13 

3.13 

3.39 

8 

9 

very  high 

1.16 

3.5 

37 

10 

4.9 

0.21 

0  21 

0.49 

133 

14 

very  low 

0.30 

1.1 

143 

NM 

6.7 

1.69 

1.69 

1.94 

15 

22 

high 

0.48 

1.4 

28 

17 

7.6 

3.01 

3.01 

5.99 

99 

5 

low 

none 

NA 

NA 

NA 

7.7 

2.39 

2.39 

2.81 

18 

33 

high 

none 

NA 

NA 

NA 

4.2 

1.46 

1.49 

1.60 

7 

13 

high 

0.10 

0.5 

7 

6 

6.4 

1.20 

1.20 

1.37 

14 

18 

average 

1.08 

4.7 

90 

5 

NM 

-7.16 

-7.16 

0.56 

NM 

13 

very  low 

none 

NA 

NA 

NA 

6.4 

2.54 

2.54 

2.82 

1  1 

15 

high 

0.84 

2.0 

33 

6 

2.8 

5.50 

6.15 

5.83 

-5 

20 

average 

1.80 

2.8 

33 

-8 

11.9 

3.50 

3.50 

3.24 

-7 

14 

high 

2.62 

7.2 

75 

9 

1.6 

1.48 

2.08 

3.00 

44 

1 

NM 

0.28 

2.5 

19 

NM 

4.2 

<  <s 

~>  ?.H 

4.01 

19 

38 

low 

4.00 

5.2 

118 

17 

8.9 

1.58 

1.45 

1.71 

18 

26 

high 

0.38 

0.8 

24 

1 1 

1.3 

0.54 

0.67 

0.88 

31 

23 

low 

0.50 

1.4 

93 

6 

5.5 

2.23 

2.23 

2.44 

9 

19 

very  high 

1  00 

6.6 

90 

-2 

18.4 

5  04 

3.04 

3.29 

8 

22 

average 

2.72 

8.5 

89 

3 

NM 

-5.86 

-5.15 

-0.62 

NM 

30 

very  low 

0.46 

2.6 

NM 

-7 

5.5 

2.56 

2.56 

2.77 

8 

6 

high 

0.82 

2.1 

32 

12 

1.5 

0.81 

0.81 

1.33 

64 

10 

low 

0.20 

1.0 

25 

3 

15.0 

3.15 

3.15 

i  IK 

1 

24 

very  high 

1.80 

5.7 

57 

12 

Sources  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBESJ,  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Services, 
Forbes 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratio: 

■Stock  price   — latest  12  months —   price/earnings  


Company/fiscal  year- end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to 
market 

5-year 
high-low  12 

latest 
months 

1987 
est 

Banc  One/Dec 

ONE 

n 

33- 

9 

33- 

23 

26% 

-12% 

73 

16- 

7 

1 1.5 

10.2 

Banco  Popular  PR/Dec 

BPOP 

0 

40- 

6 

40- 

29 

33/4 

i 
1 

O  X 

oo 

10- 

2 

8.9 

NA 

BancOklahoma/Dec 

BOKC 

0 

25- 

2 

12  - 

-  2 

%\A 
OY2 

— 0/ 

X  7 

Z  / 

NM- 

5 

M  \A 

iNjvl 

9.2 

Bancorp  Hawaii/Dec 

BNHI 

.0 

58- 

16 

58- 

42 

o  1 

1  OU 

12- 

4 

11.1 

9.8 

Bank  of  Boston/Dec 

BKB 

n 

35- 

7 

35- 

22 

XA  V- 

1  1  u 

9- 

4 

Q  X 

y.o 

y.u 

Bank  of  New  England/Dec 

BKNE 

° 

40- 

8 

40- 

27 

1/, 
*jo  V2 

1  ■> 
1  L 

vz 

12- 

4 

10.4 

9.4 

Bank  of  New  York/Dec 

BK 

n 

47- 

12 

47- 

37 

4Z 

L 

84 

10- 

4 

8.5 

8.5 

Bank  South/Dec 

BKSO 

0 

29- 

4 

29- 

19 

T  1  V. 
Z  1  /4 

l  L 

ox 

yz 

18- 

4 

12.8 

1 1 .9 

BankAmerica/Dec 

BAC 

n 

26- 

10 

19- 

10 

1  T  LA 

T  7 

—LI 

OU 

12- 

5 

NM 

14.5 

Bankers  Trust  NY/Dec 

BT 

n 

53- 

13 

s  i 

U 

A 

OO 

9- 

3 

7  Q 

7  1 

Banks  of  Mid-America/Dec 

bUMA 

0 

19- 

3 

9- 

3 

L  /ft 

— OU 

11 
OO 

NM- 

5 

NM 

NA 

BanPonce/Dec 

BDEP 

0 

40- 

4 

40- 

27 

3y  Vi 

1 6 

96 

9- 

3 

9.3 

NA 

CR  Bard/Dec 

BCR 

n 

50- 

10 

50- 

23 

4  /  /4 

1UZ 

lot 

28- 

8 

X  7  Q 

It  .O 

23.5 

Barnett  Banks  Fla/Dec 

BBF 

n 

41- 

8 

41- 

31 

1  X 

O  X 

14- 

6 

12.5 

10.9 

Bausch  &  Lomb/Dec 

bUL 

n 

50- 

17 

50- 

34 

A  AS/. 

zz 

43- 

10 

1  Q  O 

io.y 

1  A  C 

10. D 

Baxter  Travenol  Labs/Dec 

BAX 

n 

31- 

12 

26- 

15 

25 

28 

106 

NM- 

8 

13.0 

21.7 

BayBanks/Dec 

BBNK 

0 

52- 

10 

52- 

35 

43  [/i 

10 

91 

13- 

4 

10.6 

10.0 

Bear  Stearns  Cos/Apr 

BSC 

n 

27- 

12- 

27- 

15 

213/4 

9 

90 

16- 

8' 

10. 1 

10.2 

Becton  Dickinson/Sep 

BDX 

n 

67- 

15 

67- 

37 

66 

75 

144 

32- 

10 

22.5 

19.2 

Bell  Atlantic/Dec 

BEL 

n 

77- 

33' 

77- 

60 

70 

1 2 

92 

12- 

8* 

1 2.0 

1 1 .2 

BellSouth/Dec 

BLS 

n 

46- 

18* 

46- 

34 

40 

15 

95 

12- 

7* 

1 1.8 

10.9 

Beneficial  Corp/Dec 

BNL 

n 

79- 

15 

79- 

44 

60  'A 

14 

94 

14- 

6 

NM 

10.8 

Benj  Franklin  S&L/Dec 

BENI 

0 

NA-NA 

11- 

y 

lO'/n 

NA 

NA 

NA-NA 

4.8 

NA 

Bergen  Brunswig/Aug 

BBCA 

a 

38- 

12 

37- 

16 

24  Vi 

-28 

59 

27- 

1 1 

18.8 

19.8 

Berkshire  Hathaway/Dec 

BKHT 

0 

3630-465 

3630-2310 

3510 

18 

97 

59- 

13 

NM 

NA 

Best  Products/Jan 

BES 

n 

26- 

8 

16- 

8 

9 

-39 

50 

NM- 

6 

NM 

12.0 

Bethlehem  Steel/Dec 

BS 

n 

30- 

5 

22- 

5 

7-Vh 

-  65 

29 

NM-NM 

NM 

NM 

Beverly  Enterprises/Dec 

BEV 

n 

22- 

6 

22- 

14 

17Vn 

-9 

75 

32- 

10 

21.8 

14.3 

Black  &  Decker/Sep 

BDK 

n 

29- 

12 

25- 

15 

20'/; 

-10 

74 

45- 

9 

44.6 

20.9 

III       1  '     Til  l./A  

H&K  Block/ Apr 

HRB 

n 

55- 

13 

55- 

36 

53 

24 

102 

24- 

8 

23.5 

16.1 

Boatmen's  Bancshares/Dec 

BOAT 

0 

48- 

12 

48- 

35 

43  Vi 

3 

85 

15- 

4 

10.9 

9.5 

Boeing/Dec 

BA 

n 

65- 

10 

65- 

49 

51  to 

-6 

78 

16- 

5 

12.0 

1 1.5 

Boise  Cascade/Dec 

BCC 

n 

82- 

20 

82- 

52 

82 

43 

1 18 

NM- 

9 

24.7 

14.9 

Borden/Dec 

BN 

n 

59- 

10 

59- 

37 

54% 

37 

1 13 

18- 

6 

18.3 

15.3 

Borg- Warner/Dec 

BOR 

n 

45- 

11 

45- 

26 

41  Vi 

33 

1 10 

19- 

5 

1 7.6 

15.7 

Boston  Edison/Dec 

BSE 

n 

28- 

10 

28- 

23 

255/n 

-10 

74 

1 1- 

6 

9.9 

10.1 

Bowater/Dec 

BOW 

n 

43- 

15' 

43- 

23 

425/s 

40 

1 16 

28- 

T 

28.2 

18.8 

branch  Corp/Dec 

BNCH 

o 

44- 

12 

44 

36 

38% 

4 

86 

13- 

5 

10.8 

10.5 

Bristol-Myers/Dec 

BMY 

n 

112- 

26 

112- 

67 

109 '/« 

49 

123 

27- 

11 

26.5 

22.7 

Brown-Forman  Apr 

BFDB 

a 

51- 

16 

51- 

33 

50  Vi 

46 

120 

19- 

8 

18.8 

18.0 

Brown  Group  Ian 

BG 

n 

43- 

14 

43- 

31 

38Vft 

2 

84 

21- 

5 

17.9 

14.0 

Browning-Ferris  Inds/Sep 

BFI 

n 

63- 

8 

63- 

35 

59 '/s 

64 

135 

59- 

8 

59.1 

26.0 

Brunswick/Dec 

BC 

n 

46- 

4 

46- 

2^ 

45  . 

40 

116 

\M 

1 

17.3 

14.6 

Burlington  Inds  Sup 

BUR 

n 

50- 

17 

50- 

33 

48  Va 

31 

108 

NM- 

6 

23.2 

18.0 

Burlington  Northern/Dec 

BNI 

n 

S2 

17 

82- 

47 

69% 

-12 

73 

10- 

4 

NM 

14.6 

Cabot/Sep 

CBT 

n 

36- 

16 

36- 

24 

34% 

41 

116 

15- 

6 

14.9 

14.3 

CalFed/Dec 

CAL 

n 

42- 

11- 

42- 

27 

38 'A 

21 

100 

9- 

3* 

5.5 

5.9 

California  First  Bk/Dec 

CFBK 

o 

40- 

12 

H  i 

29 

34 '-4 

13 

93 

16- 

6 

1  ;.  ! 

0.0 

'Range  is  for  less  than  period  indicated.  NA: 

not  available 

or  not  applicable    NM  not  meaningful 

E:  estimate.  Stock 

prices  as  of  Mai 

19.  198~ 

FORBES,  APRIL  2 


Earnings    Dividends 


net 
profit 
margin 

latest 
12  months 
EPS 

1986 
EPS 

estimated 
1987 
EPS 

%  change 
'87  vs  '86 
EPS 

number 
of 

analysts 

 i  ■  i  

contiaence 

factor  on 

estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

10.8% 

$2.29 

$2.29 

$2.58 

13% 

20 

high 

$0.84 

3.2% 

37% 

19% 

9.2 

4.03 

4.03 

NA 

NA 

NA 

NA 

1.32 

3.7 

33 

15 

NM 

-20.37 

-20.37 

0.38 

NM 

2 

NM 

none 

NA 

NA 

NA 

10.0 

5.07 

5.07 

5.75 

13 

5 

very  high 

1.60 

2.8 

32 

6 

6.6 

3.70 

3.70 

3.82 

3 

21 

high 

1.00 

2.9 

27 

10 

9.4 

3.52 

3.52 

3.87 

10 

19 

average 

1.12 

3.1 

32 

14 

8.9 

4.97 

4.97 

4.94 

-1 

12 

high 

1.68 

4.0 

34 

8 

9.3 

1.70 

1.70 

1.83 

8 

3 

high 

0.48 

2.2 

28 

26 

NM 

-3.74 

-3.74 

0.86 

NM 

32 

very  low 

none 

NA 

NA 

NA 

8.7 

6.01 

6.01 

6.64 

10 

28 

very  high 

1.66 

3.5 

28 

12 

NM 

-6.29 

-6.29 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

10.8 

4.23 

4.23 

NA 

NA 

NA 

NA 

1.20 

3.0 

28 

26 

9.3 

1.72 

1.72 

2.03 

18 

24 

very  high 

0.40 

0.8 

23 

7 

8.5 

2.99 

2.99 

3.45 

15 

28 

very  high 

0.80 

2.1 

27 

14 

10.7 

2.47 

2.47 

2.83 

15 

19 

very  high 

0.86 

1.8 

35 

10 

9.1 

1.93 

1.93 

1.15 

-40 

31 

average 

0.44 

1.8 

23 

14 

8.7 

4.10 

4.10 

4.33 

6 

6 

high 

1.32 

3.0 

32 

15 

7.4 

2.04 

1.89E 

2.13 

13 

4 

average 

0.48 

2.2 

22 

NA 

9.0 

2.93 

2.62 

3.43 

31 

24 

average 

0.74 

1.1 

25 

5 

11.8 

5  85 

5.85 

6.26 

7 

36 

very  high 

3.60 

S  1 

62 

46 

13.9 

3.38 

3.38 

3.66 

8 

34 

high 

2.20 

5.5 

65 

32 

NM 

-9.16 

-9.16 

5.60 

NM 

7 

average 

2.00 

3.3 

NM 

NA 

2.9 

2.13 

2.13 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

0.6 

1.30 

1.54 

1.24 

-19 

10 

average 

0.32 

1.3 

25 

6 

13.0 

46.19 

46.19 

NA 

NA 

NA 

NA 

none 

NA 

NA 

N  A 

NM 

-0.85 

0.30E 

0.75 

150 

12 

very  low 

none 

NA 

NA 

NA 

NM 

-3.37 

-3.37 

-0.79 

NM 

14 

very  low 

none 

NA 

NA 

NA 

2.6 

0.81 

0.81 

1.23 

52 

28 

average 

0.20 

1.1 

25 

12 

1.6 

0.46 

0.49 

0.98 

100 

15 

low 

0.40 

2.0 

87 

-1 

8.9 

2.26 

2  x !  E 

3.30 

17 

10 

high 

1  is 

2  x 

65 

10 

9.4 

4.00 

4.00 

4.57 

14 

10 

very  high 

1.84 

4.2 

46 

11 

4.1 

4.28 

4.28 

4.49 

5 

37 

average 

1.40 

2.7 

33 

6 

2.7 

3.32 

3.32 

5.51 

66 

22 

low 

1.90 

2.3 

57 

0 

4.5 

3.00 

3.00 

3.59 

20 

16 

very  high 

1.12 

2.0 

37 

11 

6.1 

2.35 

2.35 

2.63 

12 

10 

average 

1.00 

2.4 

43 

4 

9.6 

2.58 

2.58 

2.53 

-2 

18 

high 

1.78 

6.9 

69 

3 

5.4 

1.51 

1  SI 

2.27 

50 

15 

average 

0.80 

1.9 

53 

NA 

9.2 

3.60 

3.60 

3.68 

2 

6 

very  high 

1  2X 

3.3 

36 

3 

12.2 

4.13 

4.13 

4.83 

17 

37 

very  high 

2.80 

2.6 

68 

24 

8.1 

2.68 

2.15E 

2.80 

NM 

6 

high 

0.75 

1  - 

28 

8 

2.8 

2.16 

2.16 

2.75 

27  " 

12 

average 

1.50 

3.9 

69 

14 

10.5 

1.00 

[)  95 

2.27 

139 

18 

very  high 

o  so 

1.4 

80 

17 

6.4 

2.63 

2.63 

3.12 

19 

13 

average 

0.60 

1.3 

23 

23 

2.1 

2.08 

2.01 

2.68 

33 

11 

average 

1.64 

3.4 

79 

2 

NM 

-7.53 

-7.53 

4.76 

NM 

24 

average 

2  I II ) 

2.9 

NM 

25 

5.2 

2.33 

2.56 

2.43 

-5 

6 

average 

I)  .o.l 

2.6 

39 

0 

7.0 

7.03 

7.03 

6.54 

-7 

16 

average 

1.20 

3.1 

17 

81 

5.5 

2.61 

2.61 

NA 

NA 

NA 

NA 

1.08 

3.2 

41 

1 

Sources  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  I  ones  c"  Ryan  via  Micro  Scan  from  Lotus  Information  Sen  ices. 
Founts 
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THE  BETTER  BUY. 


rVYve 


0f  M*et»«* 


at 
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m 


.^s^°;0003,oO 


ASK  YOUR  GUARDIAN. 


The  success  of  any  financial  vehicle 
can  be  measured  by  how  it  appre- 
ciates over  time.  And  certainly  what 
it's  worth  after  taxes. 

Yet  one  of  the  few  tax-deferred 
investments  the  1986  Tax  Reform  Act 
has  preserved  is  that  of  life  insurance 
cash  values.  And  even  among 
life  insurance  policies,  there  are 
some  that  can  be  considered  better 
buys  than  others.  The  Guardian 
Spectrum  series,  for  instance. 
In  addition  to  a  substantially  increas- 
ing death  benefit  it  currently  offers 
one  of  the  highest  rates  of  return  as 
well  as  rapid,  tax-deferred  cash 
accumulation!" 

If  you're  interested  in  more  infor- 
mation on  how  to  accumulate  capital 
as  well  as  why  a  highly  respected 
financial  planning  magazine  con- 
siders Guardian  "The  Better  Buy" 
just  call  1-800-482-6474. 

It's  one  phone  call  with  a  very 
high  rate  of  return. 

"Dividends  are  neither  estimated  nor  guaranteed.  Actual  future  dividends  may  be 
higher  or  lower  depending  on  the  company's  actual  future  experience. 


w  The  Guardian 

Established  1860 

201  Park  Avenue  South 

New  York,  NY  10003 


The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 
Stock  price                  — latest  12  months —   price  earnings  


Ticker 

5-year 

12-month 

price 

relative  to 

5-vear 

latest 

1987 

Company  fiscal  year-end 

symbol 

Exch 

high- 

low 

high- 

ow 

recent 

change 

market 

high-low 

12  months 

est 

Campbell  Soup  ful 

CPB 

n 

69- 

16 

69- 

51 

66-': 

27% 

105 

20- 

18.9 

17  6 

Capital  Cities/ ABC  Dec 

CCB 

n 

44- 

65 

344-215 

344 

44 

119 

31- 

10 

30.7 

24  4 

Capital  Holding  Dec 

CPH 

n 

19- 

11 

39- 

: 

35;. 

2 

84 

14- 

6 

11.1 

Carolina  Pwr  &.  Lt/Dec 

CPL 

n 

43- 

i-> 

43- 

39:  i 

12 

92 

1 1— 

5 

9.9 

10.1 

Carson  Pirie  Scott  Ian 

CRN 

n 

40- 

40- 

:- 

38 

:- 

106 

29- 

7 

20.8 

15.7 

Carter  Hawley  Hale  [an 

CHH 

a 

58- 

n 

58- 

29 

56;. 

79 

:  -- 

65- 

65.2 

17.8 

Carteret  Savings/Sep 

CBC 

n 

21- 

5' 

21- 

13 

16". 

-13 

72 

9- 

2* 

7  5 

6.3 

Castle  &.  Cook  Dec 

CKE 

n 

:;- 

23- 

- 

22 

50 

124 

53- 

13 

:-  ; 

Caterpillar  Dec 

CAT 

n 

55— 

28 

55- 

37 

-'■ 

-9 

"5 

61- 

9 

■ 

15  6 

CBS  Dec 

CBS 

n 

164- 

33 

164-122 

160;- 

16 

96 

N  .NI- 

6 

: 

21.8 

Centel  Dec 

CNT 

n 

68- 

27 

68- 

50 

64:, 

25 

:  : 

16.6 

12.3 

Centerior  Energy  Dec 

CX 

n 

NA-NA 

28— 

22' 

22  ■ 

NA 

NA 

NA-  NA 

73 

Centerre  Bancorp  Dec 

CTBC 

52- 

16 

52— 

36 

43 

6 

87 

13— 

4 

-  - 

Centex  Mar 

ZTX 

n 

41— 

12 

A  1 

TO 

zy 

;-  : 

4 

86 

12.8 

11.4 

Central  &  South  West  Dec 

CSR 

n 

41— 

12 

A  1 
41  — 

TO 

34;  . 

15 

95 

10— 

5 

9.2 

9.0 

Central  Bancorp  Dec 

CB.AN 

0 

42- 

6 

42- 

30 

39% 

29 

106 

13- 

4 

Central  Bancshares  Dec 

CBSS 

0 

23— 

3 

23- 

16 

21 

28 

106 

13— 

4 

12.1 

: :  : 

Central  Fidelity  Bks  Dec 

CFBS 

0 

37- 

37- 

28 

33  : 

17 

97 

13— 

5 

::  . 

11.2 

Central  Hudson  G&.E  Dec 

CNH 

n 

40- 

16 

4U— 

ZD 

; 

-15 

" 

4 

6.2 

7.1 

Central  111  Pub  Svc  Dec 

CIP 

n 

31— 

31— 

9 

90 

16- 

5 

.: 

. 

CenTrust  Savings  Sep 

DLP 

a 

14- 

4* 

14— 

8 

ir- 

41 

:  - 

19- 

r 

19.1 

NA 

CertainTeed  Dec 

CRT 

n 

39- 

1 1 

39- 

25 

36M 

11 

92 

15- 

12.0 

11.0 

Champion  Intl  Dec 

CHA 

n 

40- 

12 

40- 

23 

38!  : 

38 

114 

55— 

10 

18.5 

14.5 

Charming  Shoppes  lan 

CHRS 

0 

30- 

30— 

15 

29 

-: 

134 

38- 

9 

35.8 

26.9 

Chase  Manhattan  Dec 

CMB 

n 

16 

50- 

34 

38W 

; 

72 

3 — 

3 

5.8 

5.5 

Chemical  New  York  Dec 

CHL 

n 

56- 

18 

56- 

42 

44 

-14 

7J 

3 

5.9 

6.1 

Chevron  Dec 

CHV 

n 

58- 

24 

58- 

34 

56;, 

125 

27.2 

:  -  ; 

Chrysler  Dec 

C 

n 

56- 

3 

56- 

34 

53Vi 

23 

:  : 

15- 

2 

8.5 

Chubb  Dec 

CB 

n 

"8- 

13 

78- 

56 

6";- 

"4 

32- 

9.6 

8.5 

Cigna  Dec 

CI 

n 

S4 

-16 

69 

NM- 

4* 

7.7 

7.9 

Cincinnati  Bell  Dec 

CSN 

n 

50- 

14 

5^ 

31 

48M 

43 

118 

14- 

6 

13.6 

12.6 

Cincinnati  Financial  Dec 

CINF 

0 

80- 

14 

80- 

61 

69% 

0 

S3 

6 

11.5 

Cincinnati  G&.E  Dec 

CIN 

n 

31- 

9 

31- 

22 

27  . 

17 

9T 

9- 

3 

8.0 

8.0 

Circle  K  Apr 

CKP 

n 

19- 

3 

19- 

12 

15:, 

26 

104 

17— 

11 

17.1 

13.5 

Citadel  Holding  Dec 

CDL 

''  a- 

61- 

: 

54". 

9 

- 

9- 

-  5 

6.2 

Citicorp  Dec 

CCI 

□ 

22 

51 

-15 

- 

- 

Citizens  &  Southern  Dec 

CSOU 

o 

31- 

7 

31- 

22 

28-- 

_ 

91 

12- 

5 

10.7 

9.7 

City  National  Dec 

CTYN 

0 

7 

:-- 

:-  . 

4a 

: :  - 

18- 

7 

16.4 

13.9 

CityFed  Financial  Dec 

CTYF 

0 

2 

11 

12Vs 

_7 

-- 

2 

8.0 

5.6 

Clorox  lun 

:  x 

n 

62— 

62- 

45 

61  ; 

11 

92 

6 

15.9 

Coast  S&L  Assoc  Dec 

CSA 

n 

20- 

11* 

19- 

11 

\m 

97 

28- 

3" 

4.9 

5.1 

Coastal  Corp  Dec 

:c-: 

n 

9 

49- 

24 

~-' . 

23 

101 

NM- 

5 

56.4 

:.  - 

Coca-Cola  Dec 

X 

n 

49- 

10 

49- 

33 

47% 

32 

109 

21- 

3 

19.6 

:  ; 

Coca-Cola  Enterprises/Dec 

CCE 

n 

NA-NA 

18- 

14* 

17  - 

NA 

NA 

NA-  NA 

47.6 

NA 

Colgate-Palmolive,  Dec 

CL 

n 

■ 

4>- 

M,  - 

: :: 

39- 

6 

15.9 

Colorado  Natl  BkshsDec 

COLC 

o 

22— 

-17 

-- 

NM- 

NM 

18.8 

Colt  Industries/Dec 

COT 

n 

15- 

15- 

8 

: ;'  ■ 

-: 

21- 

21.0 

:: ; 

Columbia  Gas  System/Dec 

CG 

n 

53— 

27 

53- 

36 

52  • 

35 

in 

41- 

24.6 

Range  is  for  less  than  period  indicated.    NA  not  available  or  not  applicable.    NM:  not  meaningful.    E:  estimate    Stock  prices  as 
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Earnings-    Dividends- 


net 

latest 

estimated 

%  change 

number 

confidence 

5-year 

profit 

12  months 

1986 

1987 

'87  vs  '86 

of 

factor  on 

indicated 

payout 

growth 

margin 

LIJ 

Lr  o 

LIJ 

cnc 

LIJ 

analysts 

estimate 

rate 

yield 

ratio 

rate 

J.l  /o 

C2  c.3 

C2  AC. 
3>o.4o 

t3  7ft 

OO.  /  0 

i  no/ 
1U  /o 

24 

very  high 

$1 .44 

2.2% 

41% 

4% 

A  A 

4.4 

1 1  3n 

1 1  .ZU 

1 1  in 

1  L  .zu 

14  13 
It.  1Z 

3  A 
ZO 

Zo 

average 

0.20 

0.1 

2 

1  1  0 
11.7 

^  9^. 

5  25 

3  22 

20 
— OV 

3  ^ 

Zo 

very  high 

n  oo 
U.oo 

2.5 

1 7 

5 

1  7  £ 

1  1.0 

2  OA 

o.yo 

3  OA 

o.yo 

3  ftA 
O.OO 

— o 

19 

high 

2.76 

7.1 

70 

5 

1  2 

1.0 

1  ft3 
1  .oo 

1  83 

2  42 

OO 

c 

J 

very  high 

n  7n 
U.  IV 

1.8 

38 

-1 

1  3 
1  .L 

n  ft7 

U.  O  f 

1  xz,v 

Z.JJL 

2  1  ft 
0. 1  o 

1  A 
14 

average 

1 .22 

2. 1 

140 

NA 

A  ft 
4.0 

1  1^ 

z.zo 

9  9A 

Z.ZO 

9  A7 

i  ft 
i  o 

c 
J 

average 

n  2n 
U.oU 

1 .8 

13 

NA 

3  ^ 

n  ^.a 

n  c.a 

1  ^7 

1 .  J  / 

i  sn 

1  oU 

O 

high 

none 

NA 

NA 

NA 

i  n 

1  .u 

n  77 

U.  /  1 

n  77 

U.  /  / 

3  QQ 
z.yy 

3ftft 
Zoo 

99 

low 

0.50 

1 . 1 

65 

—23 

Q  A 
0.4 

i  a  m 

1  O.UZ 

i  a  m 

1  O.UZ 

7  27 
/  .o  / 

Z.A 
— o4 

3  Q 

Zo 

low 

3.00 

1 .9 

19 

2 

fi  n 

O.U 

X  ftft 
O.OO 

3  ftft 
o.oo 

3  2 

2^ 

1A 
Z4 

high 

3  cn 
Z.  jU 

3.9 

64 

5 

ZU.4 

3  04 

3  HA 
O  .U"+ 

2  n3 

O.UO 

n 
u 

3n 
zu 

average 

3  C  A 

1 1.6 

84 

—1 

O.U 

x  on 

3  on 
o.yu 

4  2^ 

1  3 
1Z 

1  1 
1 1 

very  high 

i  on 
1  .oU 

4.2 

46 

NA 

O.J 

3  AO 

z.oy 

3  ASP 

z.oor. 

2  m 

O.UZ 

1  3 

lo 

o 

low 

n  3  c 
U.Zo 

n  7 
U.  f 

9 

9 

1  2  0 

lo.y 

X  7^ 

O.  /  J 

X  7^ 

o.  /  o 

3  ftc. 
o.oo 

2 
O 

ZO 

very  high 

3  3ft 
Z.ZO 

A  A 
0.0 

A  1 
Ol 

6 

1  3  1 

1Z.Z 

X  77 

O.l  1 

3  77 

o.l  1 

2  cn 
o.oU 

1 
1 

-1 

NM 

1.10 

2.8 

29 

5 

1  n  2 
1U.  o 

1  72 

1  73 
1 .fO 

i  on 

i  .yu 

i  n 

1U 

/I 
4 

very  high 

n  aa 

u.oo 

3.1 

38 

17 

1 1  n 

1  1  -U 

2  76 

2  76 

2  99 

a 

c 

J 

very  high 

n  oa 
u.yo 

1  o 
z.y 

2£ 

OJ 

1  c 
1 J 

14.0 

A  AO 

4.4y 

/I  /I  o 

4.4y 

2  ftO 

o.oy 

1  2 

— lo 

Q 

5 

low 

2.96 

10.7 

66 

1 

11.0 

1  OA 

i  .yo 

1  OA 

i  .yo 

3  12 
Z.  lo 

n 

y 

1  A 
1  0 

high 

1  AQ 

l  .ofS 

6.8 

86 

i  n 
Z.U 

n  ai 

U.O  1 

1  7ft 

M  A 
iN  A 

M  A 

IN  A. 

M  A 

IN  A. 

M  A 

IN  A. 

i  i  n 

1 .  1U 

y.  o 

l  cn 
1  oU 

M  A 

IN  A 

c  i 
o.l 

o.UZ 

3  m 
o.UZ 

2  21 
O.O  1 

i  n 

1U 

g 
o 

average 

n  on 

u.yu 

3  C 

Z.j 

3  n 
oU 

65 

A  A 
4.0 

3  fift 
Z.Uo 

3  Oft 
Z.Uo 

3  AA 
Z.OO 

Zo 

zu 

average 

n  A/i 
U.04 

1  7 
1.7 

3  1 

ol 

n. 

y 

7  0 

U.o  1 

U.o  1 

i  no 
1  .Uo 

2  C 
OO 

1  7 

1  / 

high 

n  i  n 
U.  1U 

0.3 

12 

10 

A  3 
O.Z 

A  A  3 
O.OO 

A  A3 
O.Oo 

A  03 

o.yo 

J 

27 

average 

3  1  A 
Z.  1 0 

C  A 
O.O 

22 
OO 

5 

7  2 

7  C7 

I  .of 

7  C7 

/.oV 

7  2  1 

/.ol 

— o 

09 

average 

3  73 

L.I  L 

A  1 
O.  1 

36 

7 

z.y 

i  no 

z.uy 

3  no 

z.uy 

2  fi7 

o.U/ 

/I  7 
4/ 

2Q 
OO 

low 

3  a  n 
Z.4U 

A  3 

4.Z 

1  1 J 

U 

o.Z 

A  3  1 
O.O  1 

A  2  1 
O.O  1 

o  n/i 
o.U4 

3  7 
Z  / 

ZO 

low 

i  nn 
1  .UU 

1  o 

i  .y 

1  A 
10 

Q  A 
OO 

8.3 

7.05 

7.05 

7.89 

12 

30 

high 

1.68 

2.5 

24 

5 

4. 1 

ft  33 

O.oZ 

ft  20 
o.oZ 

Q  i  i 

5.11 

2 
— O 

2n 

oU 

average 

3  ftn 

Z.oU 

A  A 
4.4 

2A 
o4 

3 
O 

1  1  Q 
11.0 

3  CC 

O.OO 

2  CC 
O.OO 

2  ft  2 
O.OO 

Q 

o 

i  o 

high 

1  03 

i  .yz 

.i  n 

4.U 

j4 

5 

1Z.U 

a  no 
O.Uo 

a  no 
O.Uo 

A  OC 

o.yj 

1  A 

14 

7 

1 

average 

1  C3 

l.oZ 

3  3 

L.L 

3  C 

Zj 

1  3 

lo 

1  0  2 
1Z.O 

3  2ft 
o.oo 

2  2ft 
o.oo 

2  An 

0.4U 

1 
1 

in 

L\j 

average 

1  1  A 
Z.  1 0 

ft  n 

O.U 

AA 
04- 

3 
— O 

Z.  1 

n  fto 

n  oap 
u.yor. 

1    1  2 

1 .  lo 

1  ft 
1  o 

A 
O 

average 

n  3ft 

U.Zo 

1  ft 
1  .o 

2  1 
o  1 

3 

ft  1 

o.  1 

ft  AX 
0.4O 

ft  AX 
0.4O 

ft  ftft 
o.oo 

5 

2 

KIM 
IN  ivl 

none 

NT  A 
IN  r\ 

MA 
IN  A 

M  A 
IN  A 

4.3 

7  1  A 
1. 14 

7  1/1 

/.14 

7  QA 

i  n 
1U 

OZ 

high 

3  A  A 
Z.40 

A  Q 
4.o 

2/1 
o4 

y.4 

3  A3 
Z.OO 

3  A3 

Z.oo 

2.92 

1 1 

"3  2 

Zo 

very  high 

i  nn 
1  .UU 

2  C 
O.O 

2Q 
OO 

16 

i  n  ft 
1U.0 

1  AT 

1  -oZ 

1  A3 

i  .oz 

i  on 

i  .yu 

I  1 

4 

average 

n  A/i 
U.04 

3  A 
Z.4 

/in 
4U 

o 
y 

2  1 
o.  1 

1  C7 

1 .  J  / 

1.3/ 

3  3  7 

L.LI 

A 

4j 

c 
j 

low 

n  An 

U.4U 

2  3 
O.Z 

3  ^ 
Zj 

on 

OU 

0  2 

7.0 

3  7fl 

3  An 

O.OU 

2  ftft 
O.oo 

Q 

o 

1  ft 
lo 

very  high 

1 

1  .  JZ 

1  ^ 
Z.J 

AO 

1  A 
1  o 

C  7 

j.  / 

3.84 

3.84 

3.68 

—4 

6 

average 

none 

KT  A 
IN  A 

NT  A 
IN  A 

NT  A 

IN  A 

1  l 

n  ha 

U.04 

n  ft/i 

U.04 

3  3  7 
L.L  I 

1  7 1 
1/1 

33 
ZZ 

low 

n  An 

n  ft 

U.o 

Aft 

1  J 

10.8 

2.42 

2.42 

2.33 

-4 

24 

very  high 

1.12 

2.4 

46 

6 

1.4 

0.36 

0.36 

NA 

NA 

NA 

NA 

0.05 

0.3 

14 

NA 

3.6 

2.52 

2.52 

2.91 

15 

19 

very  high 

1.36 

2.9 

54 

3 

0.7 

0.20 

0.20 

0.82 

310 

7 

very  low 

none 

NA 

NA 

NA 

5.5 

0.66 

0.66 

1.11 

68 

6 

low 

none 

NA 

NA 

NA 

2.9 

2.12 

2.12 

3.17 

50 

19 

low 

3.18 

6.1 

150 

9 

Sources  William  O'Neil  &  Co..  The  Institutional  Brokers  Estimate  System  (IDES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Services. 
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The  Forbes  500s  on  WaU  Street 


Stock  performance   Stock  price  ratiov 

Stock  price   — latest  12  months —   price  earning*.  


Company  fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to 
market 

5-vear 
high-low 

latest 
12  months 

1987 
est 

Columbia  S&L  Dec 

CSV 

n 

18— 

3 

18  - 

-10 

13% 

2% 

84 

4 — 

1 

2.6 

2.9 

Combined  Intl  Dec 

PMA 

n 

66— 

18 

66- 

51 

56:- 

-12 

73 

13- 

5 

7.7 

9.3 

Combustion  Eng'Dec 

CSP 

n 

40- 

21 

40— 

27 

39 

11 

92 

26- 

4 

25.5 

17  3 

Comdisco/Sep 

CDO 

n 

29- 

5 

3Q 

zy— 

1  z 
l  D 

26'^ 

28 

106 

24- 

4 

17.4 

12.7 

Comerica'Dec 

CMCA 

0 

61- 

IK 

0 1  — 

13 

57s,  ■ 

30 

107 

14- 

4 

8.9 

Commerce  Bcshs 'Dec 

CBSH 

o 

42- 

13 

42— 

35 

38 

2 

84 

12- 

4 

Commerce  Clearing'Dec 

CCLR 

o 

69- 

23 

69- 

52 

63 

12 

92 

25- 

12 

23.9 

19.7 

Commerce  Union 'Dec 

CO.MU 

o 

33- 

4 

33— 

25 

I 

18 

91 

14 

4 

12.6 

12.0 

Commercial  Credit  Dec 

CCC 

n 

NA-NA 

Zo — 

zu 

26 

NA 

N  A 

NA-NA 

22.2 

16.0 

Commercial  Federal  |un 

CFCN 

o 

19- 

1  0 

1  A 

18% 

5 

-~ 

6- 

2* 

5.7 

5.6 

Commonwealth  Ed  Dec 

CWE 

n 

JO 

_u 

38- 

29 

37:  - 

10 

91 

Q  

7  9 

8.2 

Communications  Satellite  Dec 

CQ 

n 

-+o— 

3 1 

Zl 

38— 

28 

a  . 

-8 

76 

1  7 

a 
o 

10.5 

11.3 

Community  Psvch  Ctrs/Nov 

CMY 

n 

-*u— 

a 
o 

40— 

26 

36W 

32 

109 

If-. 
JO— 

1  A 

21.2 

""  ; 

ConAgra/May 

CAG 

n 

3/1 

— 

fa 

3/1 

o4— 

3  A 
24 

i2  i 

31 

108 

1  O 

1 V — 

7 

19.0 

Conifer  Group  Dec 

CNFG 

o 

64— 

12 

04 — 

37 

61 M 

134 

17- 

4 

l7  0 

14.0 

Consolidated  Edison  Dec 

ED 

n 

r  ;  

JJ — 

1  A 

53— 

40 

44 

1  3 

1  z — 

10.5 

10. ( 

Consol  Freightways  Dec 

CNF 

n 

37 

jf — 

1  1 

1  1 

37- 

27 

33 

-7 

88 

1  A— 
1  o — 

14.6 

14.0 

Consol  Natural  Gas  Dec 

CNG 

n 

3.Q 

in 

3Q 
,1V— 

3  3 

Zo 

}8  ■ 

53 

126 

1  o — 

18.4 

16.0 

Consolidated  Papers  Dec 

CPER 

o 

63— 

12 

Oo — 

AQ 

;^ 

18 

97 

15— 

14.5 

14.7 

Consumers  Power/Dec 

CMS 

n 

22— 

4 

zu — 

l  n 

1  u 

19 

46 

:: 

32- 

2 

25.7 

1  1.8 

Contel  Dec 

CTC 

n 

3C  

1  c 
ID 

35— 

28 

33  : 

15 

95 

1  3 

1Z— 

11.0 

10.4 

Continental  Corp/Dec 

CIC 

n 

55— 

3  i 
Z I 

55- 

42 

52  : 

-3 

80 

vu 

NJw— 

7 

7.1 

9.9 

Continental  Illinois  Dec 

CIL 

n 

oU— 

o 

9- 

5 

5Vi 

-40 

50 

0*4 — 

5* 

18.3 

8.3 

Control  Data  Dec 

CDA 

n 

£3  

13 

3  1 

ol— 

zu 

29;. 

16 

96 

.N  .VI— 

5 

NM 

19.8 

Cooper  Industries/Dec 

CBE 

n 

57— 

19 

C7 

oo 

55~ « 

12 

92 

29— 

4 

18.3 

16.4 

Adolph  Coors  Dec 

ACCOB 

32— 

10 

32— 

:; 

2 

^4 

15.5 

L2.5 

CoreStates  Financial  Dec 

CSFN 

0 

44- 

7 

44— 

31 

19  - 

-3 

- 

13— 

3 

11.0 

9.5 

Corning  Glass  Works  Dec 

GLW 

n 

82- 

20 

82- 

47 

63% 

-11 

73 

33— 

10 

17.2 

15.8 

CPC  International/Dec 

CPC 

n 

51- 

15 

Dl— 

3  Q 

Zo 

49  ^ 

55 

128 

23— 

6 

21.4 

17.9 

Cray  Research  Dec 

CYR 

n 

133- 

10 

133— 

65 

125% 

78 

147 

31.5 

--  3 

CrossLand  Savings  Dec 

CRLD 

o 

25- 

9' 

25- 

12 

-14 

"1 

9— 

I* 

7.8 

3.7 

Crown  Cork  &  Seal  Dec 

CCK 

n 

130- 

23 

130- 

81 

122% 

44 

119 

17- 

6 

16.5 

13.9 

CSX  Dec 

CSX 

n 

38- 

12 

38- 

26 

34 

-6 

78 

13- 

4 

12.5 

11.2 

Cullen  Frost  Bankers  Dec 

CFBI 

o 

34- 

11 

21- 

1 1 

13;- 

-25 

62 

23- 

5 

NM 

NM 

Cummins  Engine  Dec 

CUM 

n 

89- 

26 

86— 

51 

^9;, 

6 

NM- 

3 

NM 

18.9 

Cyclops/Dec 

CYL 

n 

93- 

14 

93- 

89 

50 

124 

10.2 

Dana  Dec 

DCN 

n 

42- 

15 

42- 

26 

40% 

21 

100 

30- 

6 

24.0 

13.0 

Data  General/Sep 

DGN 

n 

76- 

10 

45- 

25 

35 

-12 

73 

NM- 

8 

NM 

48.6 

Dauphin  Deposit  Dec 

DAPN 

o 

39- 

11 

39— 

29 

33-: 

-2 

81 

14- 

6 

11.6 

10.3 

Dayton-Hudson/Jan 

DH 

n 

59- 

59— 

39 

46;: 

-3 

80 

:  - 

9 

-  - 

13.9 

DCNY/Dec 

DCY 

n 

12 

60- 

43 

50% 

-1 

82 

23- 

-  : 

Dean  Foods/May 

DF 

n 

-  •- 

34- 

25 

32;, 

4 

86 

22— 

::  : 

15.4 

Deere/Oct 

DE 

n 

42- 

22 

35- 

22 

29  . 

-14 

71 

NM- 

10 

NM 

NM 

Delmarva  Power  &  Light/Dec 

DEW 

n 

38- 

13 

38- 

29 

3i  - 

5 

87 

13- 

6 

10.9 

11.5 

Delta  Air  Lines,  [un 

DAL 

n 

67- 

25 

67— 

38 

59  - 

120 

69- 

5 

12.3 

10.5 

Deluxe  Check/Dec 

DLX 

n 

42- 

5 

42- 

26 

r 

40 

17— 

8 

26.3 

Deposit  Guaranty/Dec 

DEPS 

0 

42- 

10 

42- 

34 

JS 

4 

86 

ii- 

4 

9.4 

9.1 

Detroit  Edison  Dec 

DTE 

n 

19- 

11 

19- 

16 

78 

8— 

5 

6.8 

8.3 

"Range  is  for  less  than  period  indicated.    NA  not  available  or  not  applicable    NM:  not  meaningful    E:  estimate.    Stock  prices  as  of  Mar.  19.  198". 


FORBES.  APRIL  2/ 


-Earnings    Dividends- 


profit 
margin 

latest 
12  months 
EPS 

1986 
EPS 

estimated 
1987 
EPS 

*%>  change 
'87  vs  '86 
EPS 

n  11  m  npr 

of 

analysts 

UIU11U  LliLt 

factor  on 
estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

17.0% 

$5.40 

$5.40 

$4.85 

-10% 

1 

NM 

$0.24 

1.7% 

4% 

NA 

13.7 

7.40 

7.40 

6.06 

-18 

19 

very  high 

2.24 

4.0 

30 

7% 

2.0 

1.53 

1.53 

2.25 

47 

17 

low 

1.00 

2.6 

65 

-11 

7.2 

1.54 

1.91 

2.10 

10 

6 

high 

0.20 

0.7 

13 

20 

6.6 

5.45 

5.45 

6.48 

19 

8 

high 

2.20 

3.8 

40 

5 

8.3 

3.75 

3.75 

3.96 

6 

5 

average 

1.08 

2.8 

29 

4 

9.4 

2.64 

2.64 

3.19 

21 

4 

very  high 

1.20 

1.9 

45 

14 

10.9 

2.42 

2.42 

2.55 

5 

9 

average 

0.60 

2.0 

25 

11 

4.2 

1.17 

1.17 

1.63 

39 

3 

low 

0.24 

0.9 

21 

NA 

5.6 

3.23 

3.16 

3.29 

4 

7 

high 

none 

NA 

NA 

NA 

19.2 

4.69 

4.69 

4.51 

-4 

27 

average 

3.00 

8.1 

64 

3 

12.6 

3.22 

3.22 

2.99 

-7 

10 

low 

1.20 

3.6 

37 

1 

22.2 

1.71 

1.71 

2.07 

21 

28 

very  high 

0.48 

1.3 

28 

20 

1.8 

1.71 

1.87E 

2.20 

18 

13 

average 

0.58 

1.8 

34 

12 

9.2 

3.61 

3.61 

4.38 

21 

2 

NM 

1.20 

2.0 

33 

7 

10.5 

4.26 

4.26 

4.21 

-1 

22 

high 

2.96 

6.6 

69 

13 

4.2 

2.31 

2.31 

2.41 

4 

19 

average 

0.82 

2.4 

35 

11 

6.7 

2.11 

2.11 

2.42 

15 

22 

average 

1.50 

3.9 

71 

11 

13.4 

4.02 

4.02 

3.95 

-2 

12 

average 

1.60 

2.7 

40 

16 

5.7 

0.74 

0.74 

1.61 

118 

20 

low 

none 

NA 

NA 

NA 

7.6 

3.04 

3.04 

3.21 

6 

23 

very  high 

1.88 

5.6 

62 

5 

7.5 

7.42 

7.42 

5.29 

-29 

25 

average 

2.60 

5.0 

35 

0 

3.8 

0.30 

0.30 

0.66 

120 

10 

low 

0.08 

1.5 

27 

NA 

NM 

-6.58 

-6.58 

1.50 

NM 

16 

very  low 

none 

NA 

NA 

NA 

4.3 

3.04 

3.04 

3.40 

12 

23 

high 

1.68 

3.0 

55 

1 

4.5 

1.65 

1.65 

2.04 

24 

13 

average 

0.50 

2.00 

30 

3 

10.6 

3.57 

3.57 

4.11 

15 

20 

high 

1.36 

3.5 

38 

12 

8.7 

3.70 

3.70 

4.04 

9 

15 

average 

1.40 

2.2 

38 

6 

4.8 

2.30 

2.30 

2.75 

20 

19 

high 

1.24 

2.5 

54 

2 

20.9 

3.99 

3.99 

5.07 

27 

28 

high 

none 

NA 

NA 

NA 

4.9 

2.42 

2.42 

5.15 

113 

5 

average 

0.40 

2.1 

17 

NA 

4.9 

7.46 

7.46 

8.86 

19 

8 

average 

none 

NA 

NA 

NA 

6.6 

2.73 

2.73 

3.04 

11 

25 

average 

1.16 

3.4 

42 

6 

NM 

-0.91 

-0.91 

-0.12 

NM 

3 

very  low 

0.20 

1.5 

NM 

-6 

NM 

-10.45 

-10.45 

4.21 

NM 

12 

very  low 

2.20 

2.8 

NM 

3 

1.5 

5.26 

5.26 

8.75 

66 

1 

NM 

1.10 

1.2 

21 

NA 

2.3 

1.68 

1.68 

3.11 

85 

13 

high 

1.36 

3.4 

81 

6 

0.6 

0.29 

0.21 

0.72 

243 

34 

very  low 

none 

NA 

NA 

NA 

11.7 

2.90 

2.90 

3.25 

12 

1 

NM 

1.20 

3.6 

41 

12 

3.7 

3  S2 

3.52 

3.37 

-A 

30 

high 

0.92 

2.0 

26 

9 

9.0 

6.14 

6.14 

6.00 

-2 

1 

NM 

2.30 

4.6 

37 

32 

2.9 

1.48 

1.63E 

2.13 

31 

8 

high 

0.46 

1.4 

31 

6 

NM 

-5.82 

-3.38 

-078 

NM 

24 

very  low 

0.25 

0.9 

NM 

-19 

13.4 

2.91 

2.91 

2.77 

-5 

19 

average 

2.12 

6.7 

73 

6 

4.3 

4.80 

1.18 

5.66 

380 

21 

low 

1.00 

1.7 

21 

3 

14.0 

1.42 

1.42 

1.72 

21 

15 

high 

0.72 

1.9 

51 

26 

10.0 

4.21 

4.21 

4.35 

3 

5 

very  high 

1.32 

3.3 

31 

5 

16.6 

2.58 

2.58 

2.13 

-17 

17 

average 

1.68 

9.5 

65 

5 

Sources:  William  O'Neil  &  Co.:  Tbe  Institutional  ISrokers  Estimate  Ais/em  (IRES),  a  sertice  of  Lyiicb,  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Senices: 
Forbfs. 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratio! 

Stock  price   — latest  12  months —   price/earnings  


Company/hscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to 
market 

5-vear 
high-low 

latest 
12  months 

1987 
est 

Diamond  Shamrock/Dec 

DIA 

n 

25-10 

16-10 

15 

32% 

109 

NM-  6 

NM 

64.1 

Digital  Equipment/Jun 

DEC 

n 

17^-31 

173-76 

165% 

106 

170 

29-  9 

254 

20.7 

Dillard  Dept  Stores/Jan 

DDSA 

a 

49-  3 

49-32 

44  Vi 

3 

85 

21-  4 

18.8 

14.8 

Dime  Savings  Bank/Dec 

DIME 

o 

NA-NA 

27-14* 

25 

NA 

NA 

NA-NA 

6.6 

4.1 

Walt  Disney/Sep 

DIS 

n 

62-1 1 

62-34 

60% 

72 

142 

31-12 

27.1 

244 

Dominion  Bankshares/Dec 

DMBK 

o 

25-  6 

25-18 

21 'A 

6 

87 

13-  5 

10.7 

10.1 

Dominion  Resources/Dec 

D 

n 

52-18 

52-38 

45% 

16 

96 

14-  6 

1 1.0 

11.1 

RR  Donnelley /Dec 

DNY 

n 

80-19 

80-59 

76'/4 

2 

84 

20-  9 

18.8 

16.7 

Dover/Dec 

DOV 

n 

63-18 

63-38 

62  Vi 

36 

112 

26-  7 

25.8 

20.0 

Dow  Chemical/Dec 

DOW 

n 

82-20 

82-47 

80% 

53 

126 

NM-  8 

20.9 

Dow  Jones/Dec 

D] 

n 

56-12 

56-31 

52% 

43 

118 

36-13 

28.0 

28.4 

Downey  Savings  &  Loan/Dec 

DSL 

n 

27-  2 

27-17 

21% 

-8 

76 

15-  1 

3.9 

4.5 

DPL  Dec 

DPL 

n 

29-11 

29-21 

2"  - 

21 

100 

21-  4 

8.9 

8.8 

Dresser  Industries/Oct 

DI 

n 

30-12 

30-14 

28% 

59 

131 

NM-  4 

NM 

73.4 

Dreyfus/Dec 

DRY 

n 

46-  4 

46-24 

44% 

45 

120 

23-  4 

23.2 

20.0 

EI  du  Pont  Dec 

DD 

n 

115-  30 

1 15-71 

112 

49 

123 

18-  7 

17.6 

15.9 

Duke  Power/Dec 

DUK 

n 

52-20 

52-39 

46% 

15 

95 

13-  6 

11.5 

11.4 

Dun  &  Bradstreet/Dec 

DNB 

n 

131-  29 

131-96 

125V4 

16 

96 

28-13 

:.- 

23.8 

Duquesne  Light/Dec 

DQU 

n 

20-12 

19-12 

12% 

-31 

57 

11-  5 

7.1 

6.8 

E-Systems/Dec 

ESY 

n 

45-11 

40-29 

34 

12 

92 

31-11 

17.0 

14.6 

Eastman  Kodak/Dec 

EK 

n 

82-40 

82-52 

76 

29 

106 

NM-10 

46.0 

16.9 

Eaton/Dec 

ETN 

n 

86-23 

86-63 

80% 

10 

91 

21-  6 

18.8 

11.4 

Echlin/Aug 

ECH 

n 

24-  6 

24-15 

23 

39 

115 

20-  9 

20  ' 

17.3 

El  Paso  Electric/Dec 

ELPA 

0 

22-10 

22-14 

I9Vi 

7 

88 

8-  4 

8.2 

7.7 

Emerson  Electric/Sep 

EMR 

n 

109-  42 

109-79 

108% 

21 

100 

19-10 

19.0 

17.9 

Emhart/Dec 

EMH 

n 

43-13 

43-31 

40% 

1 

17-  4 

NM 

12.4 

Empire  of  America/Dec 

EOA 

a 

NA-NA 

7-  4- 

6 

NA 

NA 

NA-  NA 

3.2 

NA 

Engelhard/Dec 

EC 

n 

45-18 

43-23 

40'/s 

64 

135 

31-  7 

30.6 

17.2 

Enron/Dec 

ENE 

n 

55-21 

51-34 

46 '4 

25 

103 

NM-  4 

NM 

23.4 

Enserch,  Dec 

ENS 

n 

30-13 

23-13 

23 

22 

101 

NM-  5 

NM 

27.4 

Entex/Jun 

ETX 

n 

24-11 

24-13 

17 

-11 

73 

;  - 

NM 

NM 

Equitable  Bancorp/Dec 

EBNC 

o 

31-  4 

31-22 

29!; 

26 

104 

21-  6 

13.2 

11.8 

EthvI'Dec 

EY 

n 

30-  2 

30-16 

29'/: 

53 

126 

21-  4 

21.1 

.  -  - 

Exxon/Dec 

XON 

n 

86-25 

86-53 

84% 

54 

127 

11-  5 

11.4 

13.4 

Far  West  Financial  Dec 

FWF 

n 

20-  2 

20-11 

13V* 

-34 

54 

14-  3 

4.4 

4.2 

Farm  &  Home  Savings/Dec 

FAHS 

o 

28-12* 

26-20 

24V* 

5 

87 

NM-  7> 

7.9 

Farmers  Group  Dec 

FGRP 

0 

50-15 

50-37 

47% 

5 

87 

16-  7 

15.3 

13.1 

Federal  Co  May 

FFF 

n 

52-10 

52-28 

49  Vi 

51 

125 

16-  6 

14.1 

12.7 

Federal  Express  May 

FDX 

n 

74-21 

74-51 

62  Vi 

—5 

78 

29-11 

NM 

13.1 

Fedl  Natl  Mortgage/Dec 

FNM 

n 

48-  7 

48-29 

-  -  . 

50 

124 

57-12 

18.6 

10.4 

Federated  Dept  Strs/Ian 

FDS 

n 

100-  36 

100-73 

95% 

24 

102 

. "  - 

15.3 

12.6 

Fidelcor/Dec 

FICR 

o 

48-  8 

48-35 

42  - 

4 

86 

10  7 

9.5 

Fifth  Third  Bancorp  Dec 

FITB 

o 

65-12 

65-44 

57% 

12 

92 

15—  5 

12.7 

11.8 

Fin  Corp  of  America-  Dec 

FIN 

n 

33-  4 

l7-  7 

10 

-32 

56 

16-  2 

4.4 

4.4 

Fin  Corp  Santa  Barbara/Dec 

FSB 

18-  3' 

18-11 

12 

l7-  4- 

Fireman's  Fund/Dec 

FFC 

n 

45-27' 

45-32 

40% 

-6 

78 

27-  12* 

11.8 

9.8 

Firestone/Oct 

FIR 

n 

38-10 

38-22 

■  35% 

39 

115 

NM-  7 

13.4 

First  Alabama  Bcshs/Dec 

FABC 

o 

27-  5 

27-19 

22  Vi 

19 

98 

16-  4 

13.5 

12.2 

•Range  is  for  less  than  period  indicated  i 
E:  estimate.    Stock  prices  as  of  Mar.  19.  198" 

Does  not 

include  dividends  in  stock 

in  another 

company. 

NA;  not  available  or  not 

applicable. 

NM:  not  meai 

FORBES.  APRIL  2 


Earnings    Dividends 


net 
profit 
margin 

latest 
12  months 
EPS 

1  OftA 
1  Vol) 

EPS 

estimated 

1  0ft7 
1  /of 

EPS 

%  change 

o/  VS  00 

EPS 

number 
or 

analysts 

confidence 

i  .  

■actor  on 

estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

NM 

$-1.16 

$-1.16 

$0.24 

NM 

21 

very  low 

$0.40t 

2.6% 

NM 

-19% 

10.2% 

6.52 

4.81 

8.02 

67% 

35 

high 

none 

NA 

NA 

NA 

4.0 

2.35 

2.35 

2.99 

27 

14 

average 

0.12 

0.3 

5% 

19 

9.6 

3.78 

3.78 

6.07 

61 

3 

average 

none 

NA 

NA 

NA 

11.1 

2.22 

1.82 

I  46 

35 

19 

average 

0.32 

0.5 

14 

1 

8.4 

2.01 

2.01 

2.13 

6 

12 

high 

0.72 

3.3 

36 

9 

12.4 

4.10 

4.10 

4.05 

-1 

26 

very  high 

2.96 

6.6 

72 

7 

7.1 

4.05 

4.05 

4.56 

13 

15 

high 

1.40 

1.8 

35 

16 

5.8 

2.42 

2.42 

3.12 

29 

13 

average 

0.92 

1.5 

38 

8 

6.7 

3.87 

3.87 

4.68 

21 

28 

high 

2.00 

2.5 

52 

3 

16.2 

1.89 

1.89 

1.86 

-2 

20 

high 

0.64 

1.2 

34 

11 

18.7 

5.36 

5.36 

4.68 

-13 

2 

NM 

0.28 

1.3 

5 

NA 

13.1 

3.05 

3.05 

3.10 

2 

13 

high 

2.00 

7.3 

66 

1 

NM 

-0.32 

0.01 

0.39 

NM 

26 

very  low 

0.40 

1.4 

NM 

-6 

34.7 

1.90 

1.90 

2.21 

16 

4 

average 

0.68 

1.5 

36 

3 

5.7 

6.35 

6.35 

7.06 

11 

31 

high 

3.20 

2.9 

50 

7 

13.8 

4.04 

4.04 

4.08 

1 

25 

high 

2.68 

5.7 

66 

4 

10.9 

4.47 

4.47 

5.26 

18 

20 

very  high 

2.56 

2.0 

57 

19 

16.9 

1.79 

1.79 

1.87 

4 

13 

low 

1.20 

9.5 

67 

-6 

5.4 

2.00 

2.00 

2.33 

16 

29 

very  high 

0.50 

1  5 

25 

9 

3.2 

1.66 

1.66 

4.52 

172 

24 

average 

2.52 

3.3 

152 

2 

3.6 

4.29 

4.29 

7.10 

66 

18 

average 

1.60 

2.0 

37 

8 

5.9 

1.15 

1.11 

1.35 

22 

14 

very  high 

0.50 

2.1 

43 

18 

30.1 

2.32 

2.32 

2.47 

6 

8 

average 

1.52 

7.9 

66 

4 

8.0 

5.71 

5.62 

6.07 

8 

19 

very  high 

2.88 

2.7 

50 

11 

NM 

-0.35 

-0.35 

3.28 

NM 

7 

average 

1.40 

3.4 

NM 

6 

3.2 

1.99 

1.99 

NA 

NA 

NA 

NA 

0.26 

4.1 

13 

NA 

2.3 

1.31 

1.31 

2.33 

78 

10 

average 

0.52 

1.3 

40 

8 

0.8 

0.21 

0.21 

1.97 

NM 

25 

very  low 

2.48 

5.4 

NM 

4 

0.7 

0.01 

0.01 

0.84 

NM 

19 

low 

0.80 

3.5 

NM 

-6 

NM 

-6.46 

-3.77 

1.09 

NM 

8 

very  low 

1.40 

8.0 

NM 

12 

8.9 

2.23 

2.23 

2.50 

12 

4 

high 

0.80 

2.7 

36 

18 

8.0 

1.40 

1.40 

1.49 

6 

23 

high 

0.40 

1.4 

29 

16 

7.6 

7.42 

7.42 

6.34 

-15 

38 

average 

3.60 

4.2 

49 

5 

6.8 

3.01 

3.01 

3.13 

4 

2 

NM 

0.40 

3.0 

13 

NM 

7.3 

3.07 

3.07 

3.15 

3 

1 

NM 

0.50 

2.1 

16 

NM 

19.1 

3.09 

3.09 

3.62 

17 

19 

high 

1.20 

2.5 

39 

15 

4.6 

3.52 

3.97E 

3  91 

-2 

5 

very  high 

1.18 

2.4 

34 

12 

NM 

-1.44 

3.36E 

4.74 

41 

13 

average 

none 

NA 

NA 

NA 

1.7 

2.49 

2.49 

4.46 

79 

19 

average 

0.32 

0.7 

13 

4 

2.9 

6.23 

6.23 

7.53 

21 

26 

very  high 

2.68 

2.8 

43 

4 

9.0 

3.95 

3.95 

4.42 

12 

12 

average 

1.40 

3.3 

35 

16 

17.0 

4.53 

4.53 

4.89 

8 

5 

high 

1.44 

2.5 

32 

20 

2.9 

2.25 

2.25 

2.25 

0 

7 

low 

none 

NA 

NA 

NA 

4.8 

3.23 

3.23 

3.25 

1 

2 

NM 

none 

NA 

NA 

NA 

6.2 

3.45 

3.45 

4.16 

29 

25 

average 

0.40 

1.0 

12 

NA 

1.2 

1.13 

0.49 

2.67 

NM 

12 

low 

1.00 

2.8 

88 

6 

13.5 

1.67 

1.67 

1.85 

11 

8 

very  high 

0.76 

3.4 

46 

12 

Sources:  William  O'Neil  &  Co.;  Tlx'  Institutional  Brokers  Estimate  System  HUES),  a  service  of  lynch,  Jones  &  Ryan  via  Micro/Scan  [torn  loins  Information  Services. 
Forbes. 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratiov 

Stock  price   — latest  12  months —   price/earnings  


Ticker  5-year      12-month  price      relative  to     5-year        latest  1987 

Company/fiscal  year  end  symbol        Exch       high-low    high-low      recent  •     change       market     high-low    12  months  est 


First  American/Dec 

FATN 

o 

34- 

- 

J4- 

2^ 

30 

3% 

85 

12- 

5 

10.8 

10  3 

First  Bank  System/Dec 

FBS 

n 

37- 

7 

37- 

23 

36% 

32 

109 

11- 

4 

10.7 

9.8 

First  Boston/Dec 

FBC 

n 

63- 

8 

63- 

41 

51  Va 

-15 

70 

14- 

2 

10.0 

9.2 

First  Capital/ Dec 

FCAP 

o 

32- 

6 

32- 

24 

19Vi 

23 

101 

12- 

6 

10  9 

9.8 

First  Chicago.  Dec 

FNB 

n 

35- 

14 

35- 

26 

29'/; 

-6 

78 

29- 

4 

6.3 

6.0 

First  Citizens  Bcshs/Dec 

FCNCA 

o 

47- 

1 

47- 

30 

33 

16 

96 

19- 

3 

13.8 

NA 

First  City  Bancorp/Dec 

FBT 

n 

30- 

3 

10- 

3 

3% 

-58 

35 

22 

4 

NM 

First  Columbia  Finl/Dec 

FCLF 

o 

30- 

27- 

12 

UVa 

-44 

46 

54- 

9 

NM 

14.3 

First  Commerce/Dec 

FCOM 

o 

29- 

14 

26- 

14 

16Va 

-17 

68 

22- 

6 

NM 

14.3 

First  Empire  State/Dec 

FEMP 

0 

99- 

17 

99- 

76 

93 1 : 

9 

90 

21- 

4 

9.7 

8.8 

First  Executive/Dec 

FEXC 

0 

23- 

-i 

23- 

15 

16% 

-18 

68 

20- 

6 

9  4 

8.7 

First  Federal  Mich/Dec 

FFOM 

o 

30- 

6' 

30- 

21 

2"  - 

8 

89 

5— 

2* 

2.8 

4.3 

First  Fidelity  Bncp/Dec 

FFB 

n 

45- 

1 1 

45- 

32 

43  V» 

30 

107 

11- 

3 

10.6 

10.0 

First  Florida  Banks/Dec 

FFBK 

0 

37- 

8 

37- 

29 

3S  ■ 

4 

86 

13- 

6 

12.0 

11.5 

First  Hawaiian/Dec 

FHWN 

0 

29- 

6 

29- 

20 

29  Vh 

47 

121 

13- 

4 

12.7 

11.4 

First  Interstate/Dec 

I 

n 

67- 

22 

67- 

5 1 

59Va 

—5 

78 

9- 

4 

-  : 

7.5 

First  Jersey  Natl/Dec 

FINC 

0 

57- 

13 

57- 

43 

5  5 'a 

22 

101 

13- 

4 

12.1 

11.9 

First  Kentucky  Natl  Dec 

FKYN 

o 

31- 

5 

31- 

24 

26V4 

2 

84 

14- 

4 

11.5 

10.4 

First  Maryland  Bncp/Dec 

FMDB 

0 

39- 

8 

39- 

28 

34% 

14 

94 

16- 

4 

13.0 

11.7 

First  National  Cine  Dec 

FNAC 

0 

• 

11 

sl 

1 

12 

3 

85 

16- 

4 

12.9 

12.0 

First  of  America  Bk/Dec 

FABK 

o 

54- 

! 

54- 

41 

50V4 

5 

87 

10- 

4 

9.2 

8.8 

First  Pennsylvania/Dec 

FPA 

n 

11- 

: 

11- 

7 

10% 

16 

96 

N.M- 

69 

NM 

14.9 

First  Security/Dec 

FSCO 

0 

35- 

14 

35- 

22 

25% 

-4 

79 

63- 

4 

62.8 

11.6 

First  Tennessee  Natl/Dec 

FTEN 

o 

37- 

9 

37- 

29 

33% 

8 

89 

12- 

4 

9.9 

9.0 

First  Union/Dec 

FUNC 

o 

30- 

6 

23 

28 

5 

12- 

4 

10.3 

9.9 

First  Virginia  Banks/Dec 

FVB 

n 

38- 

7 

38- 

27 

34V4 

13 

93 

14- 

4 

12.3 

11.1 

First  Wachovia/Dec 

FW 

n 

46- 

11 

46- 

36 

45% 

4 

86 

14- 

5 

12.6 

11.2 

First  Wisconsin/Dec 

FWB 

n 

33- 

5 

33- 

23 

25% 

10 

91 

14- 

3 

10.1 

9.1 

Fischbach/Sep 

FIS 

n 

56- 

20 

37- 

20 

20% 

-34 

54 

41- 

4 

NM 

20.5 

Fleet  Financial  Dec 

FLT 

n 

31- 

5 

31- 

22 

29 

19 

98 

23- 

3 

22.7 

20.3 

Fleming  Cos/Dec 

FLM 

n 

46- 

12 

46- 

31 

45 

3 

85 

25- 

7 

25.2 

15.1 

Florida  Federal  S&L'Jun 

FLFE 

0 

23- 

13* 

23- 

13 

15 'A 

-11 

73 

NM- 

7* 

NM 

NM 

Florida  Natl  Banks/Dec 

FNBF 

0 

29- 

8 

29- 

17 

24 

8 

89 

19- 

4 

18.5 

11.9 

Florida  Progress/Dec 

FPC 

n 

47- 

15 

47- 

35 

38% 

7 

88 

13- 

6 

10.5 

10.4 

Fluor/Oct 

FLR 

n 

25- 

1  1 

19- 

11 

15% 

_7 

77 

NM- 

5 

NM 

NM 

FMC  Dec 

FMC 

n 

34- 

5 

M- 

16 

i0  ■ 

79 

148 

55- 

1 

18.7 

15.2 

Food  Lion/Dec 

FDLNB 

0 

19- 

: 

19- 

9 

16 

80 

149 

51- 

13 

41.0 

32.7 

Ford  Motor/Dec 

F 

n 

84- 

84- 

48 

80% 

60 

132 

36- 

2 

6.6 

7  4 

Fort  Howard  Paper  Dec 

FHP 

n 

61- 

16 

61- 

4? 

: 

4 

86 

25— 

10 

25.3 

20.0 

Foster  Wheeler/Dec 

FWC 

n 

19- 

. 

19- 

11 

: 

10 

91 

21- 

5 

19.3 

16.3 

Fourth  Financial/Dec 

FRTH 

0 

28- 

S 

28- 

19 

23 

-10 

'4 

12- 

6 

10.0 

9.6 

FPL  Group/Dec 

FPL 

n 

38- 

L5 

38- 

29 

31% 

9 

90 

13- 

5 

11.0 

10.2 

Freeport-McMoRan  Dec 

FTX 

n 

26- 

12 

25- 

15 

24% 

47 

121 

72- 

s 

65.1 

22.3 

GAF/Dec 

GAF 

n 

4-- 

4 

47- 

28 

41% 

24 

102 

49- 

18.8 

14.1 

Gannett/Dec 

GCI 

n 

50- 

. 

50- 

- 

49 

36 

1 12 

29- 

9 

28.7 

13.8 

Gap/Jan 

GPS 

n 

57- 

2 

57- 

22 

56  Vi 

146 

203 

40- 

5 

29.3 

24.5 

Geico/Dec 

GEC 

n 

128- 

21 

128- 

86 

124-  j 

37 

113 

21- 

6 

9.9 

15.3 

GenCorp/Nov 

GY 

n 

112- 

17 

112- 

65 

109 

36 

112 

NM- 

6 

18.7 

17.2 

•Range  is  for  less  than  period  indicated.  iDoes 
E:  estimate    Stock  prices  .is  of  Mar  19,  1987. 

not 

include  divide 

nds  in  stock  of  another 

company. 

NA:  not  available  or 

not 

applicable. 

NM:  not 

mear 
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FORBES.  APRIL  2 


Earnings  

 Dividends  

net 
profit 
margin 

latest 
12  months 

rpc 

1986 
EPS 

estimated 
1987 
EPS 

%  change 
'87  vs  '86 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

payout 
yield  ratio 

5-year 
growth 
rate 

10.1% 

$2.79 

$2.79 

$2.91 

4% 

10 

high 

$1.00 

3.3% 

36% 

12% 

o.v 

2  Al 
o.4Z 

2  Al 

o.4Z 

2.  7C 

24 

high 

1.50 

4.1 

44 

9 

C  l  a 
D.  14 

C  1  4 
J.  14 

C  CO 

J,J7 

o 

y 

1 1 

average 

1 .00 

2.0 

19 

15 

1 1.0 

1  7fl 

Z.  /U 

i  7n 
2.  /u 

i  m 
O.U2 

1 1 

1Z 

3 

very  high 

0.80 

2.7 

30 

8 

o.y 

4.  /  U 

4.  /U 

\  on 
4.yu 

4 

26 

high 

1.50 

5.1 

32 

3 

7.9 

2.40 

2.40 

NA 

NA 

NA 

NA 

0.24 

0.7 

10 

NA 

NM 

1  1  7H 

—  12.  /U 

1  1  70 

—  1  z.  /u 

■2  A"X 
— o.4o 

NM 

1 4 

very  low 

none 

NA 

NA 

NA 

NM 

—5.69 

—5.69 

1 .00 

NM 

1 

NM 

none 

NA 

NA 

NA 

1 .0 

U.UD 

n  nc 

1.14 

NM 

8 

very  low 

1.20 

7.4 

NM 

9 

9.7 

9.59 

O  CO 

1  C\  /CC 

1 1 

 "  

NM 

1.60 

1.7 

17 

13 

4.3 

1.76 

1.76 

1.92 

9 

13 

average 

none 

NA 

NA 

NA 

Q  7 
0.  / 

O  1 

y.oi 

y.o  i 

A  1  Q 
O.Zo 

2  C 

— oo 

6 

low 

0.40 

1.5 

4 

NA 

9.9 

4. 12 

4.12 

4.36 

6 

9 

very  high 

1.68 

3.9 

41 

6 

1 1.5 

2.97 

1  07 

z.y  / 

O.  1  1 

5 

4 

very  high 

0.72 

2.0 

24 

7 

9.9 

2.30 

2.30 

2.55 

1 1 

NM 

0.90 

3.1 

39 

4 

6.5 

7.19 

7.19 

7.95 

1 1 

31 

very  high 

2.66 

4.5 

37 

6 

9.3 

4.57 

/I  C  7 
4.3  / 

A  j£1 

4.o2 

1 

8 

average 

1.80 

3.3 

39 

5 

10.3 

12  1 

Z.ol 

1    2  1 

Z.ol 

1  cc 

i  n 
LU 

i  n 
1 U 

high 

0.84 

3.2 

36 

12 

O.o 

1  AQ 
Z.OO 

Z.oo 

1  Qfi 

z.yo 

1 1 

8 

high 

1 .00 

2.9 

37 

3 

10.4 

2  17 
O.Z/ 

0.2  / 

2  C2 

o.Do 

Q 

o 

NM 

1 .56 

3.7 

48 

8 

9.5 

5.47 

5.47 

5.72 

5 

5 

very  high 

1 .60 

3.2 

29 

17 

4.0 

0.03 

n 

U.Uo 

n  72 

U.  to 

NM 

9 

low 

none 

NA 

NA 

NA 

U.cs 

n  /i  i 
U.41 

n  /I  l 
U.4 1 

Z.ZZ 

IN  JVl 

c 

low 

1 . 1 U 

4.3 

268 

3 

y.u 

2  y|  1 
o.41 

2  A  1 
o.4 1 

"2  71 
O.  /  Z 

o 

Q 

o 

high 

l.lo 

1  A 

1  A 

10 

1 1.7 

2.72 

2.72 

2.84 

4 

26 

very  high 

0.68 

2.4 

25 

14 

12.0 

2.78 

2.78 

3.08 

1 1 

10 

very  high 

1.00 

2.9 

36 

13 

I  l.z 

2  CO 

o.jy 

2  CO 

o.oy 

/i  n/L 
4.UO 

1  2 

lo 

TO 

zy 

high 

1  .ZU 

2.6 

33 

14 

7.9 

2.53 

1  C  3 

2. bo 

10  2 

Z.oo 

1 2 

o 
O 

very  high 

0.84 

3.3 

33 

12 

,1  0  7 

— 4.y  / 

4  n/i 
— 4.U0 

LAJJ. 

M \A 
INiVl 

4 

low 

none 

XT  A 

NA 

1  1  2 

1  1 .0 

1  CO 

1  Cfi 

1  AO 

z.oy 

1 1 
1Z 

1  O 

iy 

very  high 

n  a") 

U.4Z 

1 .4 

33 

14 

0.5 

1 .80 

1.80 

3.00 

67 

12 

high 

1 .00 

2.2 

56 

16 

A  A /L 

— 4.4o 

— o.yy 

n  in 
U.ZU 

i 
i 

none 

NA 

NA 

NA 

5.3 

1.30 

1 .30 

2.01 

55 

average 

0.44 

1.8 

34 

8 

9.7 

3.71 

3.71 

3.75 

1 

22 

high 

2.40 

6.2 

65 

6 

NM 

-1.26 

—0.76 

0.1 1 

NM 

13 

very  low 

none 

NA 

NA 

NA 

5.1 

1.64 

1.64 

2.02 

23 

10 

low 

none 

NA 

NA 

NA 

2.6 

0.39 

0.39 

0.49 

26 

12 

very  high 

0.04 

0.2 

10 

50 

5.2 

12.32 

12.32 

10.91 

—1 1 

26 

average 

Z.ou 

3.2 

21 

89 

9.5 

2.18 

2.18 

2.76 

27 

23 

average 

1 .08 

2.0 

50 

18 

0.8 1 

not 
(J.o  1 

n  O/i 

u.yo 

1 9 

o 
y 

average 

n  a  a 
U.44 

2.8 

54 

U 

12.3 

2.29 

2.29 

2.40 

5 

2 

NM 

0.92 

4.0 

40 

19 

6.7 

2.90 

2.90 

3.14 

8 

27 

average 

2.04 

6.4 

70 

5 

4. 1 

0.38 

0.38 

1.11 

192 

14 

low 

0.60t 

2.4 

158 

0 

1  n  7 
1U.  / 

2.22 

1  11 

z.zz 

1  07 

z.y/ 

34 

o 
y 

average 

U.  1U 

0.2 

5 

i  n 
—  1U 

9.9 

1.71 

1.71 

2.06 

20 

23 

high 

(i  ^2 

1.9 

54 

11 

8.0 

1.93 

1.93 

2.31 

20 

18 

average 

0.50 

0.9 

26 

22 

IS. 2 

12.61 

12.61 

8.16 

-35 

21 

high 

1.36 

1.1 

11 

17 

4.2 

5.82 

5.82 

9 

12 

high 

1.50 

1.4 

26 

2 

Sources 

Forbes 

William  O'Neil  & 

Co .  The  Institutional  Broker. 

Estimate  System  (1BES),  a  service  of  Lynch,  j one. 

&  Kycin  rut  Mien 

tIScan  from  l.uius  Information  Services, 

APRIL  27,  1987 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios  

■Stock  price   — latest  12  months —   price/earnings  


Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1987 

Company  f isc3 1  yeax~end 

symbol 

Exch 

high- 

low 

hiSh- 

ow 

recent- 

change 

market 

high-low 

12  months 

est 

GENE 

o 

64- 

4 

64- 

28 

58  Va 

69% 

139 

NM-NM 

NM 

NM 

GCN 

n 

59- 

9 

59- 

37 

50  Vk 

6 

87 

24- 

7 

14.9 

18.4 

i   . ■  ti  .■  r  i 1  rivnamif  s/Dpf 

Uv  lit.  Id  1    '  '  '  >  1     '  ■  1  '  ^  L/vV 

GD 

n 

89- 

20 

89- 

67 

74V„ 

-10 

19- 

T 

NM 

7.4 

(  ,.r,..    :  Flprfrip/Opr 

GE 

n 

108- 

30 

108- 

71 

105-  i 

35 

111 

19- 

8 

19  3 

16.6 

f^pnt-'ra  1  Wills.  VI a  V 

GIS 

n 

54- 

16 

54- 

34 

52% 

36 

112 

NM- 

7 

21.6 

16  9 

i  .    ■  i     ■ !  Mninr^.  Dpf 

VJL  111'-'!        i    ■  i  1  1  1       IS *~ v. 

GM 

n 

89- 

37 

89-66 

77% 

-8 

76 

48- 

4 

9.5 

1 1.0 

r^pnpral  Pnhlir  IJtils/Dec 

GPU 

n 

27- 

5 

27- 

18 

26 

36 

1 12 

18- 

5 

8.0 

f^pnpra  1  Hp  /  F"^f*P 
UCII  c  I  d  1  I\  C  ■'  L/tt 

GRN 

n 

70- 

17 

70- 

49 

65  . 

4 

86 

43- 

8 

21.8 

14.2 

^ " p npral  Sicnsl  DtT 

VJCllCIal       1  -  1  i     i    i -'v. V- 

GSX 

n 

54- 

28 

54- 

39 

48 

_7 

77 

43- 

7 

18.5 

15  4 

Genuine  Parts  Dec 

GPC 

n 

53- 

20 

53- 

40 

52  V, 

21 

100 

23- 

1 1 

23.0 

19.2 

Georgia*Pacif  ic  Dec 

GP 

n 

53- 

13 

53- 

28 

51 

59 

131 

N  Y 

5 

19.0 

1  5.6 

f~^i  ant  Fnnn/Fpn 

GFSA 

a 

34- 

3 

34- 

24 

31 

19 

98 

20- 

4 

20.0 

14.3 

f^ihralfar  Financial  Dpc 

GFC 

n 

16- 

3 

14- 

in 

1 2  M 

19 

12- 

2 

4.1 

4.6 

Gillette/Dec 

GS 

n 

69- 

15 

69- 

36 

58v4 

J5 

1 1 1 

NM- 

8 

NM 

16.6 

GlenFed  lun 

GLN 

n 

34- 

7- 

- 

: 

29  Va 

?6 

112 

8- 

3- 

5.8 

6.1 

Golden  West  Finl/'Dec 

GDW 

n 

3 

47- 

31 

42 

16 

96 

27— 

3 

7.1 

BF  Goodrich  Occ 

GR 

n 

58- 

W 

— - 

36 

55Vs 

26 

104 

NM 

7 

NM 

15.6 

Goodyear.  Dec 

GT 

n 

56- 

20 

sr> 

29 

54 

58 

130 

47- 

6 

46.6 

1 1.5 

WR  Grace  Dec 

GRA 

n 

62- 

29 

62- 

45 

61!  i 

23 

101 

28- 

5 

NM 

:  - : 

WW  Grainger  Dec 

GWW 

n 

53- 

17 

53- 

37 

447s 

13 

93 

19- 

- 

15.2 

16.0 

Gt  Am  First  Savings/Dec 

GTA 

n 

25- 

5* 

25- 

16 

:; 

38 

114 

10- 

3- 

5.4 

5.9 

Great  A&P  Tea/Feb 

GAP 

n 

32- 

5 

32- 

20 

317s 

39 

115 

22- 

10 

17.2 

173 

Great  Lakes  Fedl  S&L/Dec 

GLFS 

o 

28- 

5 

28- 

19 

26;» 

5 

87 

7_ 

3 

4  5 

Gt  Northern  Nekoosa  Dec 

GNN 

n 

92- 

19 

92- 

44 

90'  2 

92 

; ;- 

:-- 

6 

28.3 

14.5 

Gt  Western  Financial  Dec 

GWF 

n 

10 

56- 

38 

55 

31 

108 

NM 

4 

7.8 

7.8 

Greyhound/Dec 

G 

n 

38- 

13 

38- 

2" 

36 

2 

84 

16- 

5 

8.7 

14.2 

Grumman  Dec 

GQ 

n 

36- 

11 

33- 

23 

28% 

8 

89 

22- 

6 

12.3 

13.5 

GTE  Dec 

GTE 

n 

43- 

18 

43- 

32 

41 

20 

99 

12- 

6 

11.8 

10.7 

Guarantee  Financial  Dec 

GFCC 

o 

30- 

3 

30- 

10 

29"- 

87 

154 

NM- 

3 

j. 

14.9 

Gulf  &  Western/Oct 

GW 

n 

82- 

11 

82- 

54 

78  Vs 

31 

108 

21- 

4 

18.7 

16.5 

Gulf  States  Utils  Dec 

GSU 

n 

17- 

7 

13- 

~ 

9  - 

-22 

64 

4 

5.3 

5.4 

Halliburton  Dec 

HAL 

n 

47- 

17 

36- 

17 

J5 

44 

1 19 

NM- 

4 

NM 

NM 

Hanover  Insurance  'Dec 

HENS 

o 

77- 

12 

77_ 

57 

751/2 

16 

96 

64- 

3 

9.9 

7.4 

Harcourt  Brace  Dec 

HBI 

n 

39- 

4 

39- 

26 

3V  . 

22 

101 

70- 

'- 

18.7 

16.2 

Harris  Corp  fun 

HRS 

n 

52- 

20 

40- 

2" 

37'/j 

28 

106 

29- 

8 

22.0 

20.0 

Hartford  National/Dec 

HNAT 

32- 

8 

32- 

24 

297* 

10 

91 

12- 

4 

10.3 

9.2 

Hasbro  Dec 

HAS 

31- 

1 

31- 

19 

257, 

12 

92 

17- 

4 

15.1 

12.2 

HJ  Heinz/Apr 

UNZ 

9 

51- 

3" 

467s 

20 

99 

21- 

19.7 

Henley  Group  Dec 

HENG 

NA-NA 

27- 

17* 

26  Vi 

NA 

NA 

NA-NA 

NM 

NM 

Hercules  Dec 

HPC 

65- 

17 

65- 

42 

597s 

32 

109 

19- 

14.8 

14.0 

Hershey  Foods  Dec 

HSY 

30- 

6 

30- 

19 

771/4 

35 

111 

22— 

6 

19.2 

16.2 

Hewlett-Packard  Oct 

HWP 

61- 

19 

61- 

V, 

60 '/j 

40 

116 

31- 

12 

29.5 

24.9 

Hibernia  Dec 

riltSl^A 

o 

27- 

- 

27- 

r 

54 

127 

11- 

6 

1 1.4 

10.1 

— 

Hillenbrand  Inds/Nov 

HB 

n 

31- 

5 

31- 

15 

> 

92 

158 

22- 

7 

22.0 

16.7 

Hilton  Hotels  Dec 

HLT 

n 

89- 

28 

89- 

24 

102 

22- 

8 

22.4 

19.5 

Holiday  Corp/Dec 

HIA 

n 

83_ 

24 

83- 

54 

80  Vi 

21 

100 

2~- 

s 

19.4 

26.8 

Home  Federal  S&L/Dec 

HFD 

D 

39- 

12- 

39- 

25 

35  Va 

14 

94 

25- 

4- 

7.2 

7.6 

Home  Group/Dec 

HME 

a 

?2- 

16- 

32- 

17 

23  Vi 

-22 

64 

19- 

6* 

6.2 

"Range  is  for  less  than  period  indicated.    NA  not  available  or  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  19.  198' 


FORBES,  APRIL 


Earnings    Dividends- 


net 
profit 
margin 

latest 
12  months 
EPS 

1986 
EPS 

estimated 
1987 
EPS 

%  change 
'87  vs  '86 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

NM 

$-5.08 

$-5.08 

$0.43 

NM 

23 

low 

none 

NA 

NA 

NA 

12.4% 

3.38 

3.43 

2.74 

-20% 

1 1 

average 

$0.60 

1  2",. 

18% 

21% 

NM 

-1.23 

-1.23 

10.03 

NM 

28 

high 

1.00 

1.3 

NM 

1  1 

7.1 

5.46 

5.46 

6.33 

16 

23 

very  high 

2.52 

2.4 

46 

9 

4.5 

2.44 

2.50E 

3.12 

25 

21 

high 

1.28 

2.4 

52 

-2 

2.9 

8.21 

8.21 

7.09 

-14 

28 

low 

5.00 

6.4 

61 

23 

7.4 

3.26 

3.26 

3.34 

2 

17 

high 

none 

NA 

NA 

NA 

9.6 

2.99 

2.99 

4.59 

54 

28 

high 

1.00 

1.5 

33 

12 

4.7 

2.60 

2.60 

3.12 

20 

13 

average 

1.80 

3.7 

69 

3 

5.1 

2.28 

2.28 

2.73 

20 

23 

high 

1.36 

2.6 

60 

15 

4.1 

2.69 

2.69 

3.27 

22 

26 

average 

1.00 

2.0 

37 

3 

1.8 

1.55 

1.72E 

2.17 

26 

8 

average 

0.60 

1.9 

39 

31 

4.9 

3.05 

3.05 

2.71 

-11 

13 

low 

0.30 

2.4 

10 

NM 

0.6 

0.25 

0.25 

3.53 

NM 

22 

average 

1.52 

2.6 

NM 

-3 

6.2 

5.03 

3.56 

4.82 

35 

16 

low 

0.60 

2.1 

12 

NM 

13.5 

5.89 

5.89 

5.87 

0 

20 

average 

0.20 

0.5 

3 

61 

0.5 

0.46 

0.46 

?  ^4 

NM 

14 

very  low 

1.56 

2.8 

339 

NM 

1.4 

1.16 

1.16 

4.68 

307 

12 

low 

1.60 

3.0 

138 

7 

NM 

-11.25 

-11.25 

2.34 

NM 

17 

very  low 

2.80 

4.6 

NM 

NA 

7.4 

2.96 

2.96 

2.80 

—5 

19 

high 

0.72 

1.6 

24 

6 

7.5 

4.18 

4.18 

3.82 

-9 

9 

high 

0.60 

2.7 

14 

66 

0.9 

1.82 

1.67E 

2.05 

13 

2 

NM 

0.40 

1.3 

22 

NA 

7.8 

5.83 

5.83 

4.10 

-30 

3 

low 

0.60 

2.3 

10 

NA 

4.2 

3.20 

3.20 

6.23 

95 

19 

low 

1.84 

2.0 

58 

5 

8.0 

7.02 

7.02 

7.08 

1 

22 

average 

1.20 

2.2 

17 

30 

6.0 

4.12 

4.12 

2.54 

-38 

12 

average 

1.32 

3.7 

32 

3 

2.3 

2.32 

2.32 

2.12 

-9 

18 

average 

1.00 

3.5 

43 

10 

7.8 

3.53 

3.53 

3.87 

10 

30 

average 

2.44 

5.9 

69 

3 

1.9 

1.09 

1.09 

2.00 

53 

1 

NM 

0.40 

1.3 

37 

NM 

6.6 

4.22 

3.66 

4.78 

31 

19 

average 

1.20 

1.5 

28 

5 

16.6 

1.71 

1.71 

1.70 

-1 

19 

low 

none 

NA 

NA 

NA 

NM 

-4.85 

-4.85 

0.37 

NM 

33 

very  low 

1.00 

2.9 

NM 

-5 

6.8 

7.65 

7.65 

10.19 

33 

5 

high 

0.28 

0.4 

4 

-6 

5.4 

1.91 

1.91 

2.21 

16 

7 

very  high 

0.40 

1.1 

21 

3 

3.4 

1.69 

1.48 

1.86 

26 

20 

low 

0.88 

2.4 

52 

NA 

11.1 

2.90 

2.90 

3.25 

12 

9 

very  high 

1.20 

4.0 

41 

10 

7.4 

1.71 

1.71 

2.11 

23 

14 

average 

0.09 

0.3 

5 

22 

7.2 

2.38 

2.40E 

2.79 

27 

18 

very  high 

1.12 

2.4 

47 

16 

NM 

-5.33 

-5.33 

0.03 

NM 

9 

very  low 

none 

NA 

NA 

NA 

8.7 

4.02 

4.02 

4.25 

6 

26 

average 

1.76 

3.0 

44 

7 

6.1 

1.42 

1.42 

1.68 

18 

18 

high 

0.54 

2.0 

38 

12 

7.2 

2.04 

2.02 

2.42 

20 

38 

average 

0.22 

0.4 

11 

14 

9.7 

2.36 

2.36 

2.65 

12 

6 

very  high 

1.00 

3.7 

42 

2 

7.9 

1.30 

1.30 

1.71 

32 

6 

low 

0.35 

1.2 

27 

10 

13.6 

3.92 

3.92 

4.51 

15 

19 

high 

1.80 

2.0 

46 

NA 

6.3 

4.15 

4.15 

3.00 

-28 

13 

very  low 

none 

NA 

NA 

NA 

8.8 

4.87 

4.87 

4.66 

-4 

18 

average 

0.20 

0.6 

4 

NA 

6.6 

3.71 

3.71 

3.32 

186 

12 

low 

0.20 

0.9 

5 

NA 

Sources  William  O'Neil  &  Co.;  Tlx  Institutional  Brokers  Estimate  System  CIBESJ,  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Services. 
Fokhks 
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IT  ISN'T  HOW  BIG  YOUR  AIRPLANE  IS. 
IT'S  HOW  YOUR  AIRPLANE  IS  BIG. 


Challenger  601  is  the  widest  corporate  jet  flying. 
Not  the  heaviest  That's  the  much-narrower 
lfstream  G-IV. 
Not  the  most  expensive.  That's  G-IV  and  Falcon  900. 
The  widest 

Because  extra-width  is  the  dimension  that  makes  long 
tance  flying  bearable. 

So  Challenger  601  is  as  comfortable  flying  New  York- 
is  as  it  is  from  Westchester  to  Cincinnati. 

And  unlike  the  G-IV,  it's  as  fuel-efficient  for  the  short 
)  as  it  is  for  the  long.  For  a  demonstration  of  the  remarkable 
formance  and  wide  body  comfort  of  a  Challenger  601, 
I  Roger  L.  Hazelton,  President,  Canadair  Challenger  Inc., 

4-  Riverside  Ave.,   

stport.CT  06880.  CHALLENGER  601 

ephone  203-226-1581.      WlDEBODY  LEADERSHIP 


The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratio1 


Ticker 

5-year 

-Stock  price- 
1 2-month 

— latest  1 
price 

I  months — 
relative  to 

 price/ earnings- 

5-year  latest 

1987 

Company  fiscal  year-end 

svmbol 

Exch 

high- 

low 

high- 

ow 

recent' 

change 

market 

high-low 

12  months 

est 

Home  Shopping  Network  Aug 

HSN 

a 

NA-NA 

V 

22 

NA 

NA 

NA-NA 

64.7 

22.4 

Homestake  Mining  Dec 

HM 

n 

38- 

8 

30- 

20 

>  ■ 

:  3 

93 

NM- 

22 

62.2 

M  7 

Homestead  Financial  Dec 

HFL 

n 

13- 

1 

13- 

- 

12'/- 

13 

93 

11- 

2 

3  5 

2.9 

Honeywell/Dec 

HON 

n 

87- 

v) 

84- 

5>s 

70'/2 

-7 

77 

17- 

5 

NM 

13.2 

Horizon  Bancorp  Dec 

HZB 

n 

59- 

9 

59- 

40 

5- 

41 

116 

15- 

4 

15  1 

13.2 

George  A  Hormel  Oct 

HRL 

a 

39- 

9 

39- 

27 

38  . 

35 

111 

22— 

: 

16.7 

Hospital  Corp  of  America  Dec 

HCA 

n 

19 

43- 

30 

35' 

-12 

73 

22- 

9 

16.9 

11.2 

Household  Intl  Dec 

HI 

n 

15 

57- 

39 

5" 

22 

101 

13- 

6 

11.1 

12.0 

Houston  Industries  Dec 

HOU 

n 

39- 

:  - 

39- 

29 

36  : 

18 

97 

16- 

5 

- 

9.0 

Howard  Savings  Bank  Dec 

HWRD 

0 

26- 

6' 

26- 

17 

23"- 

22 

101 

42- 

7. 

13.6 

1 1.2 

Humana  Aug 

HUM 

n 

37- 

13 

32- 

19 

22  : 

-23 

64 

- 

11 

56.2 

:: 

Huntington  Bcshs  Dec 

HBAN 

o 

34- 

7 

34- 

22 

29;- 

6 

87 

14- 

4 

11.1 

10.1 

EF  Hutton  Group  Dec 

EFH 

n 

18 

54- 

32 

■ 

- 

79 

62- 

6 

NM 

17.4 

IC  Industries  Dec 

ICX 

n 

31- 

6 

31- 

21 

:;  : 

31 

108 

21- 

5 

NM 

16.3 

ICH  Dec 

ICH 

a 

33- 

2 

33- 

16 

17 

-22 

64 

4 

5.8 

4.9 

Idaho  Power  Dec 

IDA 

n 

31- 

; 

31- 

24 

2^ 

11 

92 

16— 

- 

140 

13.7 

Illinois  Pow  er  Dec 

IPC 

n 

32- 

is 

32- 

24 

28;; 

3 

85 

8- 

4 

- : 

7.9 

Illinois  Tool  Works  Dec 

ITW 

n 

76- 

12 

76- 

3" 

T5  : 

89 

156 

33- 

- 

24.3 

21.9 

Imperial  Corp  of  Am  Dec 

ICA 

n 

20- 

5 

20- 

11 

19  - 

6b 

139 

NM- 

3 

5.2 

5.2 

I.MS  International  Dec 

o 

32- 

3 

32- 

19 

29-^ 

40 

116 

36- 

32.5 

26.4 

Indiana  National  Dec 

INAT 

0 

4is- 

- 

48- 

33 

39;: 

9 

- 

14- 

3 

11.3 

- 

Ingersoll-Rand  Dec 

IR 

n 

81- 

36 

81- 

51 

'8  . 

16 

96 

19- 

4 

15.3 

Inland  Steel  Inds  Dec 

IAD 

n 

35- 

15 

28- 

15 

241/4 

-11 

73 

45 

60.6 

16.2 

Integrated  Resources  Dec 

IRE 

□ 

46- 

9 

40- 

16 

2*; . 

—22 

64 

17- 

4 

NM 

14.2 

Intel  Dec 

INTC 

0 

50- 

12 

40- 

4c 

._: 

NM- 

13 

NM 

50.0 

Interco  Feb 

ISS 

n 

48- 

:  - 

48- 

37 

-;  : 

16 

96 

19- 

6 

14.6 

12.7 

InterFirst  Dec 

IFC 

n 

30- 

4 

9- 

4 

4% 

-37 

52 

15- 

4 

NM 

NM 

Intergraph  Dec 

INGR 

0 

41- 

4 

15 

24W 

-27 

60 

61- 

12 

19.2 

17.2 

IB.M  Dec 

IBM 

n 

162- 

57 

162- 

16 

147 

-3 

80 

19- 

9 

16.5 

Intl  Flavors  &.  Frag  Dec 

n 

L7 

50- 

35 

47Vs 

:. 

! 

2  3- 

10 

20.8 

Intl  Minerals  &.  Chem  Jun 

IGL 

D 

49- 

24 

35- 

25 

31- 

•J-7 

66- 

5 

NM 

NM 

Intl  Multifoods  Feb 

IMC 

n 

32- 

14 

32- 

23 

29  V» 

•7 

88 

20- 

5 

19.4 

13.0 

International  Paper  Dec 

IP 

n 

101- 

33 

101- 

55 

.  : 

67 

: ;- 

S7- 

4 

17.4 

15.4 

Iowa-Illinois  G&E  Dec 

IWG 

n 

47- 

18 

47- 

37 

43 '/8 

10 

91 

::- 

5 

11.0 

:  ; 

Ipalco  Enterprises  Dec 

::  l 

n 

30- 

11 

30- 

21 

:-;  - 

17 

97 

15- 

6 

1 1.7 

Irving  Bank  Dec 

V 

n 

59- 

16 

59- 

46 

46  - 

-10 

74 

9- 

3 

6.8 

ITT  Dec 

ITT 

n 

66- 

21 

66- 

43 

65 

41 

116 

26- 

5 

.  -  - 

12  3 

IL"  International  Dec 

IU 

n 

26- 

8 

19- 

12 

18"- 

10 

91 

62- 

4 

1 1.2 

13.4 

lames  River  Corp  Va  Apr 

IR 

n 

43- 

6 

43- 

22 

40 :-: 

38 

114 

22- 

6 

21.2 

:-  . 

Fefferson-Pilot  Dec 

IP 

n 

41- 

10 

41- 

32 

33% 

_7 

77 

14- 

5 

11.2 

10.8 

lim  Walter  Aug 

IWC 

n 

61- 

10 

61- 

40 

61 

34 

111 

NM- 

5 

12.5 

13.5 

lohnson  &.  Johnson  Dec 

IN! 

n 

28 

93- 

51 

90 

69 

139 

: : 

- 

19.7 

Johnson  Controls  Sep 

'  : 

n 

36- 

9 

36- 

27 

4 

86 

18- 

5 

.z : 

13.1 

K  mart  fan 

KM 

n 

63- 

16 

63- 

41 

61 

116 

29- 

7 

13.8 

::  - 

Kaiser  Alum  &.  Chem/Dec 

KLU 

n 

23- 

12 

23- 

13 

17Vs 

-18 

68 

NM-NM 

NM 

52.7 

Kansas  Citv  P&L  Dec 

KLT 

n 

32- 

14 

32- 

23 

29 

9 

90 

11- 

3 

10.4 

:  : 

Kansas  Gas  &  Elec  Dec 

KGE 

n 

25- 

10 

25- 

- 

23-; 

40 

116 

20- 

4 

20.1 

13. 7 

Kansas  Power  &  Light/Dec 

KAN 

n 

65- 

19 

65- 

;:  . 

14 

94 

13- 

5 

10.9 

10.4 

for  less  than  period  indicated    NA  no:  available  or  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  19.  1987. 


FORBES,  APRIL  2 


Earnings    Dividends- 


net 
profit 
margin 

latest 
12  months 
EPS 

1986 
EPS 

estimated 
1987 
EPS 

%  change 
'87  vs  '86 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 

5-year 
growth 

7.9% 

$0.34 

$0.21 

$0.98 

367% 

6 

average 

none 

NA 

NA 

NA 

7.2 

0.46 

0.46 

0.74 

61 

19 

low 

$0.20 

0.7% 

43% 

6% 

7.4 

3.44 

3.44 

4.25 

24 

2 

NM 

0.40 

3.3 

12 

5 

NM 

-8.83 

-8.83 

5.36 

NM 

22 

average 

2.00 

2.8 

NM 

3 

10.5 

3.81 

3.81 

4.34 

14 

5 

very  high 

1.36 

2.4 

36 

10 

1.8 

1.80 

2.03 

2.29 

13 

7 

average 

0.60 

1.6 

33 

3.5 

2.08 

2.08 

3  14 

51 

36 

average 

0.72 

2.0 

35 

24 

9.0 

5.12 

5.12 

4.76 

-12 

10 

hieh 

1.86 

3.3 

36 

5 

12.0 

3.81 

3.81 

4.07 

7 

24 

h  l  ph 

2.80 

7.7 

73 

7 

6.3 

1.75 

1.75 

2.13 

22 

2 

NM 

0.40 

1.7 

23 

NA 

1.4 

0.40 

0.56 

1.86 

232 

35 

average 

0.76 

3.4 

190 

20 

9.2 

2.65 

2.65 

2.91 

10 

7 

very  high 

0.84 

2.9 

32 

11 

NM 

-2.90 

-2.90 

2.36 

NM 

1 1 

low 

0.88 

2.1 

NM 

7 

NM 

-1.24 

-1.24 

1.81 

NM 

1 1 

hmh 

0.80 

2.7 

NM 

9 

9.8 

2.94 

2.94 

3.45 

49 

4 

average 

none 

NA 

NA 

NA 

19.2 

2.00 

2.00 

2.04 

2 

18 

average 

1.80 

6.4 

90 

24.7 

5  9K 

3.98 

3.62 

-9 

22 

average 

2.64 

9.3 

66 

_1 

8.3 

3.11 

3.11 

3.45 

1 1 

12 

high 

0  so 

1.1 

26 

N 

5.0 

3.67 

3.67 

3.69 

1 

1 1 

low 

none 

NA 

NA 

NA 

10.3 

0.90 

0.90 

1.11 

23 

10 

very  high 

0.16 

0.5 

18 

26 

9.4 

3.49 

3.49 

3.75 

7 

3 

high 

1.10 

2.8 

32 

14 

3.6 

4.81 

4.81 

5.13 

7 

21 

average 

2.60 

3.3 

54 

-3 

0.6 

0.40 

0.40 

1.50 

275 

14 

very  low 

none 

NA 

NA 

NA 

3.4 

-0.33 

-0.33 

1.95 

NM 

NA 

NA 

none 

NA 

NA 

NA 

NM 

-1.57 

-1.57 

0.80 

NM 

36 

very  low 

none 

NA 

NA 

NA 

3.9 

3.12 

3.15E 

3.58 

14 

8 

average 

1.60 

3.5 

51 

3 

NM 

-4.86 

-4.86 

-0.48 

NM 

13 

very  low 

none 

NA 

NA 

NA 

11.6 

1.26 

1.26 

1.41 

12 

31 

average 

none 

NA 

NA 

NA 

9.3 

7.81 

7.81 

8.92 

14 

39 

average 

4.40 

3.0 

56 

7 

13.8 

2.29 

2.29 

2.64 

15 

13 

very  high 

1.24 

2.6 

54 

9 

NM 

-8.99 

-8.04 

0.10 

NM 

17 

very  low 

1.00 

3.2 

NM 

-17 

1.4 

1.50 

1.53E 

2.24 

1 1 

9 

average 

1.18 

4.1 

79 

4 

5.5 

5.79 

5.79 

6.55 

13 

21 

average 

2.40 

2.4 

41 

7 

10.7 

3.91 

3.91 

4.09 

5 

8 

high 

3.04 

7.0 

78 

5 

24.0 

3.27 

3.27 

2.11 

-35 

22 

high 

1.56 

6.3 

48 

4 

6.6 

6  83 

6.83 

7.32 

7 

14 

very  high 

2.24 

4.8 

33 

6 

3.2 

3.53 

3.53 

5.30 

50 

16 

average 

1.00 

1.5 

28 

-28 

3.2 

1.69 

1.69 

1.41 

-19 

12 

low 

0.60 

3.2 

36 

-16 

3.7 

1.91 

2.32E 

2.87 

62 

17 

average 

0.40 

1.0 

21 

19 

11.8 

3.02 

3.02 

3.14 

4 

18 

average 

1.12 

3.3 

37 

1 1 

6.6 

4.89 

4.64 

4.53 

_2 

14 

1.40 

2.3 

29 

21 

4.7 

1.85 

1.85 

4.57 

147 

34 

very  high 

1.40 

1.6 

76 

9 

3.3 

2.01 

2.35 

2.33 

_1 

12 

average 

1.06 

3.5 

53 

S 

2.5 

4.47 

4.47 

4.84 

8 

30 

very  high 

1.74 

2.8 

39 

11 

NM 

-0.89 

-0.89 

0.33 

NM 

16 

very  low 

none 

NA 

NA 

NA 

16.0 

2.80 

2.80 

2.83 

1 

12 

average 

2.00 

6.9 

71 

1 

11.5 

1.17 

1.17 

1.71 

46 

15 

low 

1.36 

5.8 

116 

-13 

7.6 

4.85 

4.85 

5.07 

5 

18 

high 

3.30 

6.3 

68 

7 

Sources  William  O'Neil  &  Co .  Tlx  Institutional  Brokers  Estimate  System  (/BBS),  a  serrice  of  Lynd),  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Services. 
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The  Forbes  500s  on  Wall  Street 


Stock  performance 

 1  1 1 1   1  9  mnntlii  

V   1    ,    M       L  1 

Company  fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent  • 

price 
change 

relative  to 
market 

5-year  latest 
high-low   12  months 

1987 
est 

Kaufman  &  Broad/Nov 

KB 

n 

28- 

4 

28- 

15 

27% 

53% 

126 

16- 

5 

12.7 

Kellogg/Dec 

K 

n 

63- 

11 

63- 

37 

59;  i 

46 

120 

23- 

8 

2?.0 

19  2 

Kemper/Dec 

KEMC 

0 

39- 

8 

39- 

23 

37 

12 

92 

27- 

4 

10.9 

11.5 

Kentucky  Utilities/Dec 

KU 

n 

48- 

18 

48- 

34 

3m 

9 

90 

17- 

6 

13.5 

12.3 

Kerr-McGee/Dec 

KMC 

n 

38- 

23 

36- 

24 

34 ;. 

26 

104 

J3- 

6 

NM 

29.4 

KeyCorp/Dec 

KEY 

n 

31- 

5 

31- 

21 

30 

5 

85 

1 1- 

4 

10.2 

9.3 

Kidde  Dec 

KDE 

n 

39- 

17 

39- 

28 

35  W 

-2 

81 

33- 

4 

J2.9 

146 

Kimberly-Clark/Dec 

KMB 

n 

115- 

2» 

115- 

78 

1 12% 

30 

107 

19- 

6 

19.2 

16.4 

Knight-Ridder/Dec 

KRI 

n 

58- 

14 

58- 

43 

55  . 

13 

93 

25- 

9 

22.9 

19.4 

Koppers  Dec 

KOP 

n 

37- 

11 

37- 

22 

36  'A 

30 

107 

36- 

11 

17.3 

13.2 

Kraft' Dec- 

KRA 

n 

66- 

16 

66- 

47 

60 

26 

104 

22- 

7 

21.7 

16.8 

Kroger/Dec 

KR 

n 

35- 

14 

35- 

23 

?5  ■ 

48 

122 

64- 

6 

63.9 

14.9 

Leaseway  Transport/Dec 

LTC 

n 

51- 

24 

51- 

37 

SOVa 

29 

106 

18- 

6 

1  1.6 

16.4 

Liberty  National/Dec 

LNBC 

o 

41- 

7 

41- 

28 

33  Vi 

8 

89 

14- 

4 

11.2 

10.5 

Life  Investors/Dec 

LINV 

0 

52- 

;: 

Xf 

5 

87 

16- 

10 

13.4 

NA 

Eli  Lilly  Dec 

LLY 

n 

101- 

23 

101- 

59 

95"- 

43 

118 

24- 

8 

23.9 

21.1 

Limited/Ian 

LTD 

n 

49- 

1 

49- 

25 

46  '4 

74 

144 

-: 

9 

38.2 

27.4 

UN  Broadcasting/Dec 

LINB 

o 

37- 

5 

36- 

21 

35 

56 

129 

61- 

10 

60.9 

NM 

Lincoln  National/Dec 

LNC 

n 

63- 

17 

63- 

46 

50-: 

-17 

68 

14- 

6 

8.3 

8.6 

Litton  Industries/Jul 

LIT 

n 

94- 

35 

92- 

72 

837/i 

-2 

81 

49- 

5 

46.1 

15.5 

Liz  Claiborne  Dec 

LIZC 

o 

65- 

2 

65- 

33 

64  V* 

84 

152 

32- 

7 

32.1 

24  - 

Lockheed  Dec 

LK 

n 

60- 

15 

60- 

43 

si  y» 

-10 

74 

11- 

6 

8.3 

7.3 

Loews/Dec 

LTR 

n 

77- 

11 

77- 

58 

73 

10 

91 

11- 

4 

10.9 

10.1 

Lomas  &  Nettleton/ Jun 

LXF 

n 

39- 

7 

39- 

23 

3754 

30 

107 

17- 

7 

17.1 

19.7 

Lone  Star  Industries/Dec 

LCE 

n 

l] 

:  - 

27 

59  ■ 

15 

95 

NM- 

4 

5.6 

24.8 

Long  Island  Lighting/Dec 

LIL 

n 

18- 

4 

15- 

10 

11 

-3 

80 

7_ 

1 

4.8 

4.5 

Longs  Drug  Stores/Jan 

LDG 

n 

39- 

12 

39- 

28 

34% 

21 

100 

23- 

9 

19.3 

16.4 

Loral  Mar 

LOR 

n 

49- 

12 

49- 

37 

47 

6 

87 

25- 

11 

20.2 

15.3 

Louisiana  Bancshares  Dec 

LABS 

o 

19- 

7 

16- 

7 

8% 

-30 

58 

23- 

9 

NM 

25.0 

Louisiana-Pacific/Dec 

LPX 

n 

39- 

12 

39- 

22 

37% 

40 

116 

NM- 

11 

22.1 

16.1 

Louisville  Gas  &  Elec'Dec 

LOU 

n 

44- 

18 

44- 

32 

39V4 

14 

94 

14- 

6 

12.0 

11.8 

Lowe's  Cos/Jan 

LOW 

n 

42- 

8 

42- 

23 

31  Vt 

-17 

68 

37- 

10 

22.1 

16.5 

LTV/Dec 

LTV 

n 

20- 

1 

10- 

1 

2% 

-72 

23 

NM-NM 

NM 

NM 

Lubrizol/Dec 

LZ 

n 

40- 

14 

40- 

26 

38 

32 

109 

19- 

9 

19.3 

17.7 

Lucky  Stores/Ian 

LKS 

n 

38- 

13 

38- 

24 

31% 

23 

101 

32- 

6 

6.9 

15.8 

Mack  Trucks  Dec 

MACK 

0 

22- 

9* 

19- 

10 

18 

41 

116 

24- 

6* 

NM 

23.7 

Macmillan/Dec 

MLL 

n 

60- 

6 

60- 

40 

56% 

28 

106 

24- 

^ 

::  5 

>  4 

Mfrs  Hanover  Dec 

MHC 

n 

58- 

23 

58- 

42 

43% 

-15 

70 

7_ 

3 

5.0 

Manufacturers  N'atl'Dec 

MNTL 

0 

54- 

6 

54- 

38 

47 

-1 

82 

11- 

3 

8.9 

8.3 

Manville/Dec 

MAN 

n 

2 

9- 

: 

: 

-66 

28 

26- 

1 

1.1 

50.0 

Mapco/Dec 

MDA 

n 

65- 

21 

65- 

J6 

64  Vi 

69 

139 

18- 

6 

17.6 

12.4 

Marine/Dec 

MCRP 

o 

51- 

10 

51- 

38 

XX  ; 

9 

v 

i  ;- 

3 

9.7 

8.7 

Marine  Midland  Banks/Dec 

MM 

n 

57- 

13 

57- 

45 

49  4 

3 

85 

3 

6.8 

6.3 

Marion  Laboratories/fun 

MKC 

n 

69- 

3 

69- 

28 

68% 

120 

182 

N'M- 

24 

~; 

63.8 

Marriott  Dec 

MHS 

n 

44- 

6 

44- 

26 

39"^ 

44 

119 

29- 

10 

28.3 

23.3 

Marsh  &  McLennan 'Dec 

MMC 

n 

77- 

15 

77- 

50 

68!/2 

34 

111 

59- 

9 

20.8 

15.7 

Marshall  &  Ilsley/Dec 

MRIS 

0 

39- 

39- 

26 

32% 

16 

96 

14- 

3 

11.0 

10.4 

Martin  Marietta/Dec 

ML 

n 

51- 

10 

50 

103 

17- 

5 

13.6 

11.3 

'Range  is  fcr  less  than  period  indicated,    t Prices  are  as  originally  reported,  adjusted  for  splits:  stock  performance  includes  value  of  special  distributions    NA;  not  x 

ar  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar  19.  1987. 


FORBES,  APRIL  2 


Earnings    Dividends 


net 
profit 
margin 

latest 
12  months 
EPS 

1986 
EPS 

estimated 
1987 
EPS 

%  change 

'87  vs  '86 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

3.9% 

S2.20 

$2.20 

$2.49 

13% 

6 

high 

$0.33 

1.2% 

15% 

26% 

9.5 

2.58 

2.58 

3.09 

16 

27 

high 

1.08 

1.8 

42 

7 

6.0 

3.40 

3.40 

3.23 

29 

14 

average 

0.60 

1.6 

18 

0 

11.7 

2.85 

2.85 

3.11 

9 

14 

high 

2.52 

6.6 

88 

NM 

-6.01 

-6.01 

1.17 

NM 

23 

very  low 

1.10 

3.2 

NM 

NA 

10.0 

2.93 

2.93 

3.24 

11 

8 

very  high 

1.12 

3.7 

38 

16 

1.1 

1.08 

1.08 

2.43 

125 

3 

very  high 

1.20 

3.4 

111 

3 

6.3 

5.87 

5.87 

6.90 

18 

21 

high 

2.88 

2.6 

49 

6 

7.3 

2.41 

2.41 

2.84 

18 

27 

high 

1.00 

1.8 

41 

21 

4.5 

2.09 

2.09 

2.74 

31 

8 

average 

0.80 

2.2 

38 

-9 

4.5 

2.77 

2.77 

3.58 

29 

25 

very  high 

1.72 

2.9 

62 

9 

0.3 

0.55 

0.55 

2.35 

327 

13 

high 

1.05 

3.0 

191 

3 

3.9 

4.33 

4.33 

3.06 

-29 

10 

low 

1.50 

3.0 

35 

5 

10.0 

3.00 

3.00 

3.20 

7 

2 

NM 

0.84 

2.5 

28 

_2 

3.4 

3.81 

3.81 

NA 

NA 

NA 

NA 

0.24 

0.5 

6 

7 

15.0 

4.01 

4.01 

4.55 

13 

36 

very  high 

2.00 

2.1 

50 

9 

7.2 

1.21 

1.21 

1.69 

40 

20 

average 

0.24 

0.5 

20 

53 

32.7 

1.15 

1.15 

0.93 

-20 

11 

average 

none 

NA 

NA 

NA 

4.7 

6.12 

6.12 

5.84 

-5 

23 

high 

2.16 

4.3 

35 

5 

1.1 

1.82 

2.52 

5.41 

115 

17 

high 

none 

NA 

NA 

NA 

10.6 

2.00 

2.00 

2.59 

29 

10 

high 

0.25 

0.4 

13 

82 

4.0 

6.18 

6.18 

6.98 

13 

31 

high 

1.00 

2.0 

16 

71 

6.6 

6.69 

6.69 

7.24 

8 

6 

high 

1.00 

1.4 

15 

107 

13.2 

2.21 

2.19 

1.92 

-12 

9 

average 

1.12 

3.0 

51 

19 

13.3 

7.01 

7.01 

1.58 

-77 

8 

low 

1.90 

4.9 

27 

0 

16.0 

2.28 

2.28 

2.46 

8 

19 

low 

none 

NA 

NA 

NA 

2.4 

1.78 

1.78 

2.10 

18 

11 

high 

0.76 

2.2 

43 

1 1 

8.3 

2.33 

2.42E 

3.07 

27 

29 

average 

0.60 

1.3 

26 

18 

NM 

-0.26 

-0.26 

0.35 

NM 

5 

very  low 

none 

NA 

NA 

NA 

4.3 

1.71 

1.71 

2.34 

37 

17 

low 

0.80 

2  1 

46 

1 

11.1 

3.26 

3.26 

3.33 

2 

13 

very  high 

2.60 

6.6 

80 

5 

2.4 

1.41 

1.41 

1.89 

34 

22 

average 

0.40 

1.3 

28 

7 

44.7 

-35.41 

-35.41 

0.02 

NM 

6 

very  low 

none 

NA 

NA 

NA 

7.9 

1.97 

1.97 

2.15 

9 

15 

average 

1.20 

3.2 

61 

3 

3.6 

4.62 

4.62 

2.02 

-56 

14 

average 

0.50 

1.6 

11 

-5 

NM 

-1.18 

-1.18 

0.76 

NM 

9 

very  low 

none 

NA 

NA 

NA 

7.0 

2  51 

2.51 

2.90 

16 

8 

high 

0.72 

1.3 

29 

23 

5.3 

8.80 

8.80 

8  65 

-2 

25 

high 

3.28 

7.5 

37 

5 

9.1 

5.27 

5.27 

5.67 

8 

7 

high 

1.44 

3.1 

27 

24 

4.2 

2.34 

2.34 

0.05 

NA 

1 

NM 

none 

NA 

NA 

NA 

5.0 

3.67 

3.67 

5.20 

42 

10 

average 

1.00 

1.6 

27 

-14 

8.9 

4.61 

4.61 

5.09 

10 

3 

very  high 

1.48 

3.3 

32 

9 

6.5 

7.19 

7.19 

7.78 

8 

6 

high 

2.04 

4.1 

28 

11 

15  0 

0.91 

0.71 

1  (17 

51 

20 

high 

0.28 

0.4 

31 

31 

3.6 

1.40 

1.40 

1.70 

21 

19 

very  high 

0.16 

0.4 

11 

24 

13.5 

3.30 

3.30 

4.36 

32 

21 

average 

1.90 

2.8 

58 

12 

9.7 

2.95 

2.95 

3.14 

6 

7 

high 

0.80 

2.5 

27 

-5 

4.3 

3.67 

3.67 

4.44 

21 

27 

high 

1.00 

2  (i 

27 

4 

Sources  William  O'Neil  &  Co.;  Tlx'  Institutional  Brokers  Estimate  System  tlliUS).  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Services. 
Forbes 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios  1 

Stock  price   — latest  12  months —   price/earnings—  


Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent  ' 

price 
change 

relative  to 
market 

5-year 
high-low 

latest 
12  months 

1987 
est 

Maryland  National/Dec 

MDN'I 

0 

51- 

10 

51- 

39 

49 

16% 

96 

1  l- 

4 

9.8 

9.2 

Masco/Dec 

MAS 

n 

39- 

7 

39- 

24 

38% 

39 

1 1 5 

25- 

8 

24.9 

21.1 

May  Dept  Stores/Jan 

MA 

n 

49- 

8 

49- 

33 

47% 

35 

1 1 1 

20- 

6 

19.5 

16.1 

— 

Maytag/Dec 

MYG 

n 

58- 

12 

58- 

36 

57  Vi 

31 

108 

22- 

8 

21.3 

16.8 

MCA/Dec 

MCA 

n 

57- 

15 

57- 

38 

47 'Vi 

-5 

78 

35- 

8 

23.5 

1  7.1 

McDonald's/Dec 

MCD 

n 

79- 

18 

79- 

55 

75% 

17 

97 

21- 

9 

20.3 

17.6 

McDonnell  Douglas/Dec 

MD 

n 

91- 

30 

91- 

71 

78  Vi 

-9 

75 

13- 

6 

1 1.4 

8.2 

McGraw-Hill/Dec 

MHP 

n 

75- 

23 

75- 

53 

68Vi 

19 

98 

23- 

11 

22.5 

19.2 

MCI  Communications/Dec 

MCIC 

0 

29- 

5 

13- 

5 

6% 

—45 

45 

35- 

12 

NM 

27.0 

McKesson/Mar 

MCK 

n 

38- 

15 

\H 

27 

36% 

26 

104 

17- 

7 

16.9 

16.0 

MCorp/Dec 

M 

n 

35- 

9 

21- 

9 

9Vi 

-48 

43 

8- 

5 

NM 

31.7 

Mead/Dec 

MEA 

n 

73- 

14 

73- 

45 

68% 

38 

1 14 

56- 

7 

49.5 

13.8 

Medtronic/ Apr 

MDT 

n 

93- 

25 

93- 

57 

86% 

48 

122 

25- 

7 

17.6 

14.6 

Mellon  Bank/Dec 

MEL 

n 

73- 

28 

73- 

52 

55  Vm 

-17 

68 

10- 

4 

8.9 

7.4 

Melville/Dec 

MES 

n 

74- 

22 

74- 

53 

71 

12 

92 

18- 

9 

16.1 

13.8 

Mercantile  Bancorp/Dec 

MTRC 

0 

37- 

12 

37- 

28 

33 

-1 

82 

1 1- 

3 

9.2 

8.2 

Mercantile  Bkshs/Dec 

MRBK 

0 

47- 

8 

47- 

36 

45% 

16 

96 

16- 

4 

14.5 

12.7 

Mercantile  Stores/Ian 

MST 

n 

117- 

23 

117- 

84 

1  13'/2 

24 

102 

16- 

6 

15.1 

12.8 

Merchants  National/Dec 

MCHN 

o 

41- 

5 

41- 

24 

29  Vi 

17 

97 

17- 

4 

12.0 

10.6 

Merck/Dec 

MRK 

n 

162- 

32 

162- 

77 

1595/8 

98 

163 

33- 

12 

32.9 

27  2 

Meridian  Bancorp/Dec 

MRDN 

0 

28- 

9" 

28- 

20 

24  Vi 

5 

87 

12- 

5* 

9.9 

9.5 

Meritor  Financial/Dec 

MTOR 

0 

13 

7* 

13- 

8 

9Vi 

-23 

64 

NM- 

3* 

NM 

8.5 

Merrill  Lynch/Dec 

MER 

n 

57- 

11 

47- 

32 

45  'A 

9 

90 

NM- 

4 

•  10.2 

12.4 

Fred  Meyer/|an 

MEYR 

0 

NA-NA 

16- 

13* 

l6'/8 

NA 

NA 

NA-NA 

14.0 

12.1 

Michigan  National/Dec 

MNCO 

0 

44- 

10 

44- 

33 

41% 

24 

102 

NM- 

6 

1 1.5 

9  6 

Microsoft/Jun 

MSFT 

0 

91- 

26* 

91- 

26 

91'/4 

223 

267 

43- 

13* 

43.0 

36.6 

Middle  South  Utils/Dec 

MSU 

n 

17- 

8 

16- 

12 

14'/8 

18 

97 

8- 

3 

6.4 

6.4 

Midlantic/Dec 

MIDL 

0 

52- 

10 

^2  - 

40 

49% 

10 

91 

10- 

3 

8.9 

10.0 

Millipore/Dec 

MILI 

o 

44- 

7 

44- 

26 

41% 

41 

116 

30- 

8 

29.7 

24.5 

Minn  Mining  &  Mfg/Dec 

MMM 

n 

140- 

49 

140- 

97 

128% 

23 

101 

19- 

9 

18.9 

16.7 

Minnesota  Power/Dec 

MPL 

n 

35- 

9 

35- 

23 

27V* 

15 

95 

13- 

5 

9.8 

10.0 

Mobil/Dec 

MOB 

n 

49- 

20 

49- 

28 

47% 

61 

133 

14- 

6 

13.8 

13.9 

Molex/Iun 

MOLX 

0 

60- 

12 

60- 

41 

55% 

21 

100 

36- 

12 

36.4 

26.5 

Monarch  Capital/Dec 

MON 

n 

91- 

17 

91- 

60 

89  Vi 

24 

102 

15- 

6 

10.1 

15.7 

Monfort  of  Colorado/ Aug 

MNFT 

0 

82- 

5 

82 

i3 

78 

128 

188 

13- 

2 

13.2 

15.3 

Monsanto/Dec 

MTC 

n 

87- 

28 

87- 

57 

77 'A 

25 

103 

NM- 

7 

13.9 

13.2 

Montana  Power/Dec 

MTP 

n 

43- 

17 

43- 

34 

38% 

12 

92 

14- 

5 

13.8 

11.8 

Moore  Financial/Dec 

MFGI 

0 

34- 

15 

34- 

22 

261/: 

-20 

66 

10- 

4 

NM 

9.2 

JP  Morgan/Dec 

(PM 

n 

49- 

11 

49- 

37 

45'/« 

19 

98 

10- 

5 

9.5 

8.8 

Morgan  Stanley/Dec 

MS 

n 

NA-NA 

s: 

61- 

74% 

NA 

NA 

NA-NA 

8.9 

9.8 

Morrison-Knudsen/Dec 

MRN 

n 

56- 

16 

56- 

42 

48'/: 

3 

85 

14- 

4 

13.5 

1 1.9 

Morton  Thiokol/Fun 

MTI 

n 

50- 

9 

50- 

32 

47!, 

33 

no 

17- 

7 

17.1 

16.5 

Motorola/Dec 

MOT 

n 

57- 

17 

57- 

34 

56'/s 

25 

103 

73- 

9 

36.7 

24.9 

Murphy  Oil/Dec 

MUR 

n 

39- 

16 

34- 

20 

33 

39 

115 

32- 

4 

NM 

50.0 

Nalco  Chemical/Dec 

NLC 

n 

37- 

18 

34- 

24 

34 

r 

97 

:  i 

10 

21.0 

17.9 

Nash  Finch/Dec 

NAFC 

0 

43- 

14 

43- 

32 

40  W 

20 

99 

15- 

6 

15.0 

13.5 

National  Bcshs  Texas/Dec 

NBCT 

0 

26- 

9 

22- 

9 

95/s 

-52 

40 

15- 

7 

NM 

26.0 

National  City/Dec 

NCTY 

0 

35- 

7 

35- 

26 

33% 

20 

99 

10- 

4 

9.8 

8.8 

*Range  is  for  less  than  period  indicated    NA:  not  available  or  not  applicable    NM:  not  meaningful    E:  estimate    Stock  prices  as  of  Mar  19.  198" 
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Earnings-  Dividends- 


net 
profit 

m  ^  rei n 
1 1 1 ti  i  k,i  1 1 

latest 
12  months 
EPS 

1986 
EPS 

estimated 
1987 
EPS 

%  change 
'87  vs  '86 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

9  3% 

$4.99 

$4.99 

$5  30 

A0/. 
O  /o 

1  A 
14 

high 

3>  1  .oU 

2.7% 

26% 

18% 

14.0 

1.56 

1.56 

1.84 

18 

1  ft 
1  o 

average 

n  ^a 
u.oo 

n  o 
u.y 

0  1 

1  A 
1  O 

1  7 
o.  / 

2  44 

2.44 

2  95 

o  l 

Z  1 

OA 
Z4 

high 

1 .14 

2.4 

47 

16 

6  8 

2.70 

2.70 

3.43 

27 

14 

average 

1  7Q 

o.  1 

66 

13 

6.4 

2.02 

2.02 

2.78 

38 

1  7 

1  f 

average 

n  Ac 

U.oo 

1  A 

1A 
04 

c 
D 

1  1  A 
Il.O 

3  73 

3  73 

4  31 

1  A 
1  o 

Z  / 

very  high 

U.oo 

0.9 

18 

26 

2.2 

6.86 

6.86 

9.53 

39 

O  1 

average 

0  30 
Z.OZ 

a  n 
o.U 

1A 

o4 

1  A 

14 

0  ft 

7.0 

3  HA 

3  04 

3  57 

1  7 

1  o 
i  y 

very  high 

1 .05 

2.5 

55 

13 

MM 

—  1  57 

—  1  51 

0  25 

MM 

IN  1V1 

Oft 
Zo 

very  low 

none 

IN  A 

T\.T  A 

IN  A 

NA 

1  4 

2.17 

1.96E 

2.29 

17 

14 

high 

1  0ft 
1  .Zo 

o.o 

i 

KIM 

—2  21 

—2  21 

0  30 

NM 

on 
zu 

very  low 

none 

M  A 
IN  A 

Tvl  A 

IN  A 

TvT  A 

IN  A 

J  -O 

1  30 

1  .07 

1  39 

4  98 

o  ^ft 

Z  Jo 

1  0 

iy 

average 

1  30 
1  .oZ 

1  CI 

i  .y 

flC 

yo 

1  A  0 

i4.y 

^  1  ftp 
J.loE 

j.yj 

1 O 

1  3 

lo 

very  high 

U.oo 

1  .U 

18 

O 

o.O 

A  7fl 
O.ZU 

6  20 

7  52 

Z 1 

ZO 

average 

0  7A 
Z.  /  O 

c  n 
o.U 

A  C 
40 

i  n 
1U 

4.5 

4.40 

4.40 

5.15 

17 

16 

high 

1  76 

0  ^ 

z.o 

AH 
"4U 

1 
i 

s  a 

3  57 

3  57 

4  01 

12 

o 
y 

high 

l  An 

1  .4U 

A  0 
4.Z 

oy 

4 

1  2.  A 

lO  .<+ 

3  12 

3  12 

3  57 

14 

Q 
O 

average 

i  nft 

1  ,Uo 

0  A 

a^ 
oo 

1  0 
1Z 

J.J 

7  54 

7  54 

8  87 

18 

7 

high 

1  .ou 

1  3 
1  -O 

on 
zu 

1  £ 
10 

o.y 

2  45 

2  45 

2.78 

13 

4 

very  high 

n  Aft 

U.Oo 

o  a 

Z.O 

0  ft 
Zo 

1  A 
14 

16.4 

4.85 

4.85 

5.86 

21 

35 

V  CI  y   1  1  1  g  1  1 

2  20 

1  4 

45 

0  A 

2  48 

2  48 

2  58 

very  high 

i  nn 

1  -UU 

a  l 
4.  i 

zin 

4U 

00 
zy 

NM 

—0  15 

—0  15 

1  12 

NM 

ft 

n  on 

0  1 
Z.  1 

MM 
IN  ivi 

M  A 

5  0 

4  44 

4.44 

3.66 

—18 

14 

 average  

0  80 

1  ft 
1  .o 

1  ft 
lo 

O 

1  4 

1.15 

1.15 

1.33 

16 

3 

very  high 

NA 

NA 

MA 

IN  /\ 

6.2 

3.59 

3.59 

4.30 

20 

9 

average 

1.20 

2.9 

33 

o 

22.2 

2.12 

1 .56 

2.49 

60 

19 

average 

NA 

NA 

NA 

12.9 

2.21 

2.21 

2.20 

q 

22 

high 

NA 

NA 

NA 

114 

5  58 

5  58 

4  95 

—  1 1 

14 

average 

1  36 

2  7 

24 

i  ■) 

ft  ft 

o.o 

l  /in 

l  An 

l  7n 

o 1 

Z  1 

i  ft 

1  O 

high 

n  oft 

n  7 

on 
zu 

1 1 
lo 

9.1 

6.80 

6.80 

7.69 

-36 

24 

uprv  h  l  on 

V  U  V    ill  LI  11 

3.72 

2.9 

55 

3 

on  o 
zu.y 

1  77 

Z.  /  / 

0  77 

1  73 
Z.  /  O 

i 

— i 

lO 

average 

1  AA 
1  .OO 

A  1 
0. 1 

An 

OU 

Q 
O 

3  i 

O. 1 

1  A^ 

o  j 

3  A^ 
J.4J 

3  AA 

u 

ao 

oy 

low 

o  on 
z.zu 

A  A 

AA 

O 

1  1  t 

11.1 

i  ^3 

1  .JO 

1  ^0 

1  .J7 

o  i  n 

^0 
oz 

i  n 

1  u 

average 

u.uo 

n  i 

U.  1 

Z 

1  7 

1  / 

D.  1 

ft  HA 
o.oO 

ft  ftA 

O.OO 

^  7n 

J.  / u 

3A 

— oo 

lO 

average 

none 

M  A 
IN  /A 

M  A 
IN  /A 

M  A 
IN  r\ 

1.6 

5.90 

5  84 

5.10 

-13 

2 

NM 

0.90 

1.2 

15 

NA 

A  5 

j.jj 

^  fl7 

0 

ou 

high 

0  AH 

z.ou 

0.4 

A7 
4  r 

Q 
O 

i  n  o 

1U.Z 

1  70 
a.  /  y 

1  7Q 

3  1ft 

O.Zo 

i  n 

20 

aVCrage — - 

2  68 

6  9 

96 

_o 

MM 

n  47 

n  A7 

Z.oo 

MM 
IN  IV1 

f 

average 

l  on 

1  .zu 

4.0 

MM 

O 

1  X  1 
lO.  1 

A  7  A 

A  7A 

^  i  n 

Q 
o 

*n 
ou 

high 

1  ^A 
1  .oo 

^  n 

O.U 

0Q 
zy 

i  n 

1  u 

8  2 

8  42 

8  42 

7  62 

—10 

9 

high 

0  80 

10 

NA 

1  0 

i  .y 

3  An 

3  An 

/i  no 

14 

o 
y 

average 

1  Aft 

1  .H-O 

o.l 

A  1 
4  1 

4 

a  o 
o.y 

T  77 

j  on 

Z.o  I 

Z 

1  0 

iy 

very  high 

n  7A 
u.  /o 

1  A 
1.0 

0  7 

Z  / 

l  l 
1  1 

o.o 

1  ^3 

1  .JO 

1  ^3 

1  .JO 

Z.Z  j 

zl7 
4  / 

oo 

average 

0  64 

1  1 
1  .  1 

42 

O 

NM 

-5.76 

-5.76 

0.66 

NM 

18 

very  low 

1.00 

3.0 

NM 

NA 

8.7 

1.62 

1.62 

1.90 

17 

19 

high 

1.20 

3.5 

74 

4 

0.9 

2.70 

2.70 

3.00 

11 

2 

NM 

1.05 

2.6 

39 

26 

NM 

-2.72 

-2.72 

0.37 

NM 

7 

very  low 

0.08 

0.8 

NM 

-1 

10.2 

3.44 

3.44 

3.84 

12 

17 

high 

1.20 

3.5 

35 

6 

Sources  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Sei'vices. 
Forbes. 
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Electronics. 

Still  growing.  And  the  future 
belongs  to  those  who  are 
committed  to  innovation- 
to  Eaton. 


Growing  into  the  future. 

Automotive  •  Electronics  •  Defense  •  Capital  Goods 


The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratio*.  i 


-Stock 

>rice- 

— latest  12  months — 

— price/earnings- 

Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1987 

Company/fiscal  year-end 

symbol 

Exch 

high- 

low 

high-low 

recent- 

change 

market 

high-low 

1 2  months 

est 

Natl  Community  Bank/Dec 

NCBR 

0 

142- 

21 

142- 

96 

138 

43% 

1  18 

13- 

5 

12.7 

10.7 

National  Distillers/Dec 

DR 

n 

65- 

19 

65- 

30 

62  '/2 

54 

127 

37- 

6 

28.3 

19.5 

National  Intergroup/Mar 

Nil 

n 

38- 

13 

28- 

13 

14'/« 

-46 

45 

NM-NM 

NM 

25.7 

National  Medical/May 

NME 

n 

33- 

10 

28- 

21 

27 

14 

94 

25- 

9 

24.5 

11.1 

Natl  Semiconductor/May 

NSM 

n 

20- 

4 

17- 

8 

16% 

14 

94 

NM- 

13 

NM 

20.5 

National  Service/Aug 

NSI 

n 

29- 

6 

29- 

20 

26'/4 

7 

88 

18- 

6 

17.9 

16.6 

Navistar  Intl/Oct 

NAV 

n 

15- 

3 

12- 

4 

7 

-19 

67 

26- 

1 1 

NM 

10.9 

NBD  Bancorp/Dec 

NBD 

n 

38- 

7 

38- 

27 

35% 

18 

97 

10- 

3 

9.1 

9.3 

NCNB/Dec 

NCB 

n 

28- 

6 

28- 

21 

26Vn 

7 

88 

11- 

4 

10.4 

9.6 

NCR/Dec 

NCR 

n 

67- 

10 

67- 

40 

64'/i 

52 

125 

19- 

5 

18.9 

16.3 

New  England  Electric/Dec 

NES 

n 

35- 

13 

35- 

24 

28V« 

9 

90 

12- 

5 

8.9 

8.9 

NY  State  Elec  &  Gas/Dec 

NGE 

n 

39- 

15 

39- 

28 

29  Vi 

_4 

79 

10- 

4 

7.6 

8.4 

New  York  Times/Dec 

NYTA 

a 

48- 

6 

48- 

28 

46 

45 

120 

28- 

7 

28.2 

22.7 

Newmont  Mining/Dec 

NEM 

n 

93- 

28 

93- 

41 

847* 

67 

138 

NM- 

13 

34.2 

25.3 

Niagara  Mohawk  Power/Dec 

NMK 

n 

26- 

12 

26- 

16 

16'/2 

-25 

62 

9- 

4 

6.1 

7.0 

Nicor/Dec 

GAS 

n 

35- 

19 

33- 

24 

32  Vi 

37 

1 13 

21- 

8 

8.0 

1 1 .5 

Nordstrom/Ian 

NOBE 

o 

58- 

7 

58- 

29 

57 

93 

159 

34- 

9 

31.3 

25.6 

Norfolk  Southern/Dec 

NSC 

n 

33- 

L3* 

33- 

25 

32'/2 

87 

13- 

4* 

1 1.7 

12.3 

Norstar  Bancorp/Dec 

NOR 

n 

36- 

10 

36- 

25 

345/i< 

17 

97 

13- 

4 

12.1 

11.0 

North  Amer  Philips/Dec 

NPH 

n 

48- 

15 

48- 

35 

39V« 

-10 

74 

20- 

5 

16.8 

12.8 

Northeast  Bancorp/Dec 

NBIC 

0 

62- 

1 1 

62- 

41 

60 

42 

117 

14- 

5 

13  5 

13.9 

Northeast  Savings  FA/Mar 

NESA 

0 

28- 

6* 

28- 

15 

24  Vi 

1  [ 

92 

28- 

2* 

6. 1 

4.3 

Northeast  Utilities/Dec 

NU 

n 

28- 

10 

28- 

18 

25Vi 

25 

103 

10- 

4 

9.2 

9.8 

No  Indiana  Pub  Svc/Dec 

NI 

n 

16- 

8 

14- 

10 

1  l7/s 

88 

16- 

6 

NM 

9.7 

No  States  Power/Dec 

NSP 

n 

40- 

13 

40- 

30 

34'/j 

13 

93 

13- 

5 

11.1 

1 1.2 

Northern  Trust/Dec 

NTRS 

0 

47- 

1 1 

47- 

31 

42  'A 

37 

113 

19- 

5 

13  0 

10.7 

Northrop/Dec 

NOC 

n 

^7- 

13 

52- 

37 

50'/2 

4 

86 

NM- 

8 

56.7 

12.0 

Northwestern  Natl  Life/Dec 

NWNL 

0 

37- 

9 

34- 

27 

28'/8 

1 

83 

29- 

5 

6.0 

8.3 

Norwest/Dec 

NOB 

n 

43- 

17 

43- 

34 

39% 

g 

89 

17- 

4 

10  9 

9.4 

NWA/Dec 

NWA 

n 

76- 

24 

76- 

42 

68  Va 

41 

116 

NM- 

> 

20.9 

12.6 

Nynex/Dec 

NYN 

n 

73- 

29* 

73- 

56 

68  V2 

1  y 

97 

12- 

T 

114 

10.7 

Occidental  Petroleum/Dec 

OXY 

n 

37- 

17 

34- 

23 

32% 

aO 

106 

50- 

4 

49  8 

20.8 

Ogden/Dec 

OG 

n 

72- 

18 

72- 

28 

69 

118 

180 

22- 

5 

112 

25.8 

Ohio  Casualty/Dec 

OCAS 

0 

47- 

15 

47- 

37 

46'/2 

3 

85 

23- 

6 

10.2 

10.5 

Ohio  Edison/Dec 

OEC 

n 

23- 

9 

23- 

17 

21'/r 

10 

91 

9- 

4 

8.6 

8.9 

Oklahoma  Gas  &  Elec/Dec 

OGE 

n 

39- 

15 

39- 

28 

34'/» 

1  c 
1  J 

95 

15- 

5 

12.0 

Old  Kent  Financial/Dec 

OKEN 

0 

27- 

5 

27- 

21 

25 

87 

10- 

4 

9  2 

9.5 

Old  Republic  Intl/Dec 

OLDR 

0 

42- 

12 

42- 

27 

28% 

-Ji 

JO 

15- 

4 

7  n 

6.4 

Old  Stone/Dec 

OSTN 

o 

34- 

13 

34- 

26 

28 

1  ft 

-Id 

Aft 
Of) 

13- 

5 

8  4 

7.9 

Olin/Dec 

OLN 

n 

53- 

16 

53- 

38 

49 '/2 

24 

102 

16- 

5 

14.7 

14.4 

Owens-Corning/Dect 

OCF 

n 

83- 

9 

31- 

9 

26V; 

1  AO 
1  ou 

54- 

6 

jt.  1 

11.9 

Paccar/Dec 

PCAR 

0 

60- 

26 

58- 

41 

56% 

-87 

34- 

6 

1  ft  ft 

13.7 

Pacific  First  Finl/Dec 

PFFS 

0 

27- 

7 

27- 

14 

. 

5 1 

125 

NM- 

4 

7.6 

7.6 

Pacific  Gas  &  Elec/Dec 

PCG 

n 

28- 

11 

28- 

21 

24  Vt 

10 

91 

11- 

5 

9.3 

9.1 

Pacific  Lighring/Dec 

PLT 

n 

58- 

23 

57- 

45 

56% 

8 

89 

43- 

6 

42.4 

13.5 

Pacific  Telesis/Dcc 

PAC 

n 

62- 

26* 

62- 

44 

^4  , 

20 

99 

12- 

7* 

10.8 

20.1 

PacifiCorp/Dcc 

PPW 

n 

39- 

16 

39- 

31 

IV, 

10 

^1 

12- 

5 

10.4 

10.0 

PaineWebber  Group  Sep 

PWJ 

n 

49- 

8 

39- 

25 

37'A 

14 

94 

62- 

4 

15.0 

12.3 

•Range  is  for  less  than  pei  ii  u!  indicated.  tPriccs  are  as  originally  reported,  adjusted  lor  splits:  stock  performance  includes  value  of  special  distributions.  NA:  not  a 
or  not  applicable    NM  :;•  il  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  19.  1987. 


FORBES,  APRIL  2 


 Earnings  

 Dividends  

latest 

cstimstcd 

®/r.  rh'inno 

number 

confidence 

5-year 

profit 

12  months 

1986 

1987 

'87  vs  '86 

of 

factor  on 

indicated 

payout 

growth 

margin 

EPS 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

yield 

ratio 

rate 

13.7% 

$10.83 

$10.83 

$12.90 

19% 

1 

NM 

$3.15 

2.3% 

29% 

8% 

4.5 

2.21 

2.21 

3.20 

45 

11 

low 

2.20 

3.5 

100 

2 

NM 

-2.71 

0.1 2E 

0.55 

58 

5 

very  low 

0.25 

1.8 

NM 

-23 

2.7 

1.10 

1.86E 

2.44 

31 

23 

average 

0.60 

2.2 

55 

17 

NM 

-0.74 

-0.05E 

0.80 

NM 

21 

very  low 

none 

NA 

NA 

NA 

5.6 

1.47 

1.45 

1.58 

9 

3 

very  high 

0.64 

2.4 

44 

10 

NM 

-0.24 

-0.18 

0.64 

NM 

17 

very  low 

none 

NA 

NA 

NA 

9.0 

3.87 

3.87 

3.80 

-2 

14 

high 

1.20 

3.4 

31 

9 

8.7 

2.53 

2.53 

2.74 

8 

27 

high 

0.84 

3.2 

33 

15 

6.9 

3.42 

3.42 

3.95 

15 

30 

high 

1.00 

1.6 

29 

12 

12.0 

3.20 

3.20 

3.22 

1 

20 

high 

2.00 

7.0 

62 

7 

17.9 

3.86 

3.86 

3.53 

-9 

16 

average 

2.64 

8.9 

68 

5 

8.4 

1.63 

1.63 

2.03 

25 

19 

high 

0.36 

0.8 

22 

16 

19.8 

2.48 

2.48 

3.35 

35 

20 

low 

1.00 

1.2 

40 

-1 

15.0 

2  "1 

2.71 

2.35 

-13 

18 

low 

2.08 

12.6 

77 

7 

6.9 

4.04 

4.04 

2.82 

-30 

13 

average 

1.80 

5.5 

45 

-5 

4.5 

1.82 

1.82 

2.23 

23 

27 

average 

0.36 

0.6 

20 

15 

12.7 

2.74 

2.74 

2.65 

-3 

24 

average 

1.20 

1.2 

44 

7 

10.7 

2.87 

2.87 

3.14 

9 

10 

very  high 

1.40 

4.0 

49 

6 

1.5 

2.36 

2.36 

3.10 

31 

2 

NM 

1.00 

2.5 

42 

5 

13.0 

4.46 

4.46 

4.32 

-3 

2 

NM 

1.40 

2.3 

31 

6 

4.7 

4.01 

5.00E 

5.75 

15 

1 

NM 

none 

NA 

NA 

NA 

14.8 

2.78 

2.78 

2.61 

-6 

18 

high 

1.76 

6.9 

63 

7 

NM 

-0.57 

-0.57 

1.22 

NM 

21 

low 

none 

NA 

NA 

NA 

11.6 

3.09 

3.09 

3.07 

-1 

25 

high 

1.90 

5.5 

61 

11 

6.9 

3.24 

3.24 

3.94 

22 

5 

very  high 

0.92 

2.2 

28 

0 

0.7 

0.89 

0.89 

4.21 

373 

25 

low 

1.20 

2.4 

135 

26 

4.4 

4.71 

4.71 

3.43 

-27 

9 

high 

0.86 

3.0 

18 

3 

5.0 

3.64 

3.64 

4.20 

15 

26 

high 

1.80 

4.5 

49 

1 

2.1 

3.26 

3.26 

5.42 

66 

26 

low 

0.90 

1.3 

28 

4 

10.7 

6.01 

6.01 

6.40 

6 

33 

high 

3.48 

5.1 

58 

47 

1.1 

0.66 

0.66 

1.58 

139 

23 

very  low 

2.50 

7.6 

379 

0 

15.0 

6.15 

6.15 

2.67 

-57 

10 

high 

2.00 

2.9 

33 

0 

7.3 

4.54 

4.54 

4.44 

-2 

18 

average 

1.68 

3.6 

37 

6 

23.6 

2.47 

2.47 

2.37 

-4 

20 

average 

1.96 

9.3 

79 

2 

11.6 

2.75 

2.75 

2.85 

4 

23 

high 

2.18 

6.4 

79 

1 

11.7 

2.71 

2.71 

2.63 

-3 

6 

average 

0.80 

3.2 

30 

14 

6.8 

4.11 

4.11 

4  49 

9 

3 

low 

0.78 

2.7 

19 

4 

6.9 

3.32 

3.32 

3.56 

7 

4 

very  high 

1.56 

5.6 

47 

4 

4.4 

3.36 

3.36 

3.43 

2 

13 

average 

1.60 

3.2 

48 

7 

0.4 

0.49 

0.49 

2.23 

355 

14 

low 

none 

NA 

NA 

NA 

3.0 

3.02 

3.02 

4.15 

37 

10 

low 

1.70 

3.0 

56 

17 

6.0 

3.41 

3.41 

3.39 

-1 

8 

average 

0.40 

1.5 

12 

NA 

13.8 

2.60 

2.60 

2.64 

2 

25 

high 

1.92 

8.0 

74 

7 

1.6 

1.34 

1.34 

4.21 

214 

22 

average 

3  48 

6.1 

260 

10 

12.0 

5.02 

5.02 

2.69 

-46 

33 

very  high 

3.04 

5.6 

61 

50 

12.1 

3.45 

3.45 

3.58 

4 

27 

high 

2.40 

6.7 

70 

-3 

3.1 

2.52 

2.51 

3.06 

22 

8 

average 

0.52 

1.4 

21 

13 

Sources  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Services. 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratio; 

Stock  price   — latest  12  months —   price/earnings  


Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to 
market 

5-year 
high-low 

latest 
12  months 

1987 
est 

Pall/Iul 

PLL 

a 

35- 

9 

35- 

24 

31Vi 

3% 

85 

33- 

13 

27.4 

23.5 

Pan  Am/Dec 

PN 

n 

10-r 

3 

8- 

4 

43/s 

-47 

44 

35- 

10 

NM 

NM 

Panhandle  Eastern/Dect 

PEL 

n 

50- 

21 

34- 

24 

32% 

70 

140 

15- 

2 

NM 

14.4 

Parker-Hannifin/Jun 

PH 

n 

38- 

10 

38- 

20 

i,y  ■ 

12 

92 

32- 

7 

16.7 

16.4 

Payless  Cashways/Nov 

PCI 

n 

35- 

8 

27- 

16 

ISVi 

24 

102 

31- 

10 

20.9 

16.7 

Penn  Central/Dec 

PC 

n 

63- 

20 

63- 

53 

55  V* 

3 

85 

53- 

6 

14.4 

17.8 

Pennbancorp/Dec 

PNBA 

o 

38- 

7 

38- 

25 

32 

-2 

81 

17- 

5 

14.0 

12.6 

|C  Penney/Jan 

JCP 

n 

101- 

32 

101- 

66 

99'  . 

51 

125 

1  S_ 

6 

14.1 

12.9 

Pennsylvania  P&L/Dec 

PPL 

n 

43- 

17 

43- 

31 

39W 

23 

101 

15- 

5 

12.7 

12.3 

Pennzoil/Dec 

PZL 

n 

91- 

19 

85- 

48 

80% 

46 

120 

NM- 

5 

63.0 

37.3 

Peoples  Energy/Sep 

PGL 

n 

27- 

7 

27- 

20 

23'/» 

11 

92 

1 1- 

4 

10.5 

10.1 

PepsiCo/Dec 

PEP 

n 

36- 

1 1 

36- 

25 

34  V4 

24 

102 

23- 

9 

19.9 

17.4 

Perkin-Elmer/Iul 

PKN 

n 

38- 

17 

36- 

23 

?3Vj 

3 

85 

33- 

1 1 

24.6 

22.2 

Perpetual  Savings/Oct 

PASB 

o 

20- 

4 

20- 

14 

14  Vi 

-14 

71 

22- 

8 

11.1 

9.9 

Petrie  Stores/Jan 

PST 

n 

36- 

10 

36- 

24 

32% 

16 

96 

21- 

9 

20.8 

15.2 

Pfizer/Dec 

PFE 

n 

77- 

25 

77- 

55 

75 

30 

107 

19- 

10 

19.2 

17.1 

PHH  Group  Apr 

PHH 

n 

47- 

17 

39- 

29 

38  Vi 

6 

87 

21— 

8 

17.8 

14.9 

Philadelphia  Elec/Dec 

PE 

n 

26- 

9 

26- 

17 

22% 

18 

97 

9- 

3 

8.8 

9.2 

Philip  Morris  Cos/Dec 

MO 

n 

91- 

22 

91- 

55 

85 

41 

116 

14- 

7 

13.7 

11.0 

Phillips  Petroleum/Dec 

P 

.  n 

19- 

8 

16- 

8 

15Vi 

48 

122 

17- 

5 

17.0 

22.2 

Piedmont  Aviation/Dec 

PIE 

n 

71- 

18 

71- 

36 

67% 

70 

140 

27- 

5 

19.4 

15.5 

Pillsbury/May 

PSY 

n 

45- 

9 

45- 

33 

42% 

24 

102 

18- 

6 

17.8 

13.8 

Pitney  Bowes/Dec 

PBI 

n 

46- 

6 

46- 

27 

45  Vi 

60 

132 

21- 

6 

21.3 

]  9  0 

PNC  Financial/Dec 

PNCF 

0 

51- 

11 

51- 

41 

47% 

7 

88 

12- 

4 

9.9 

9.7 

Polaroid/Dec 

PRD 

n 

86- 

17 

86- 

54 

70 

3 

85 

42 

4 

21.0 

17.2 

Portland  General/Dec 

PGN 

n 

37- 

12 

37- 

24 

27'/4 

-1 

82 

18- 

4 

13.8 

11.7 

Potlatch/Dec 

PCH 

n 

82- 

19 

82- 

41 

80V4 

92 

158 

44- 

8 

16.2 

29.9 

Potomac  Electric/Dec 

POM 

n 

59- 

15 

59- 

38 

4'"  • 

25 

103 

6 

11.6 

11.3 

PPG  Industries/Dec 

PPG 

n 

46- 

7 

46- 

29 

45% 

45 

120 

17- 

6 

17.2 

15.4 

Premark  Intl/Dec 

PMI 

n 

NA-NA 

26- 

19* 

24  - 

NA 

NA 

NA-NA 

NM 

13.5 

Price  Co/Aug 

PCLB 

o 

56- 

3' 

56— 

28 

49  Vi 

14 

94 

67- 

16* 

37.5 

33.2 

Primark/Dec 

PMK 

n 

29- 

8 

29- 

24 

28  V! 

8 

89 

15- 

4 

10.3 

9.6 

Prime  Motor  Inns/|un 

PDQ 

n 

47- 

4 

47- 

25 

44% 

21 

100 

34- 

9 

29.3 

26.6 

Procter  &  Gamble/Jim 

PG 

n 

94- 

39 

94- 

66 

93% 

24 

102 

21- 

8 

21.1 

20.0 

Progressive/Dec 

PROG 

0 

39- 

5 

39- 

27 

30% 

3 

22- 

9 

13.2 

11.0 

Provident  Life  &  Acc/Dec 

PACC 

0 

33- 

9 

33— 

23 

26  V* 

-18 

68 

13- 

5 

67 

9.7 

Public  Service  Col/Dec 

PSR 

n 

24- 

15 

22- 

16 

21% 

0 

S3 

16- 

7 

10.3 

11.4 

Public  Service  Ind/Dec 

PIN 

n 

2s  - 

7 

19— 

10 

16  - 

49 

123 

11- 

2 

9.7 

Public  Service  NH/Dec 

PNH 

n 

20- 

4 

1 1- 

7 

X  : 

-22 

64 

7- 

1 

NM 

3.5 

Public  Service  NM  Dec 

PNM 

n 

39- 

20 

oy— 

o  I 

J7% 

11 

92 

12- 

6 

11.5 

11.1 

Public  Serv  Enterprise  Grp/Dec 

PEG 

n 

48- 

1 8 

48- 

35 

40% 

14 

94 

15- 

5 

14.1 

NA 

Puget  Sound  Bancorp'Dec 

PSNB 

0 

29- 

10 

29- 

18 

28% 

14 

'94 

12- 

4 

12.1 

10.3 

Puget  Sound  P&L/Dec 

PSD 

n 

25- 

9 

25- 

20 

20% 

-2 

81 

14- 

5 

11.9 

10.3 

Quaker  Oats/Jun 

OAT 

n 

51- 

9 

51- 

32 

47 

36 

112 

24- 

8 

15.6 

19.4 

Rainier  Bancorp/Dec 

RBAN 

0 

49- 

9 

49- 

31 

47 

19 

98 

14- 

4 

13.8 

12.5 

Ralston  Purina/Sep 

RAL 

n 

83- 

12 

83- 

56 

80% 

29 

106 

23- 

7 

11.4 

18.4 

Raychem/lun 

RYC 

n 

140- 

37 

140- 

66 

102'/: 

-23 

64 

31- 

12 

22.3 

18.5 

'Range  is  for  less  than  period  indii-ated    tPrices  are  as  originally  reported,  adjusted  for  splits:  stock  performance  includes  value  of  special  distributions.    XA:  not : 

oi  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  19.  1987. 


FORBES,  APRIL ! 


Earnings-  Dividends- 


net 
profit 
margin 

latest 
12  months 
EPS 

1986 
EPS 

estimated 
1987 
EPS 

%  change 
'87  vs  '86 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

12.1% 

$1.14 

$1.13 

$1.33 

18% 

17 

very  high 

$0.34 

1.1% 

30% 

10% 

NM 

-3.42 

-3.42 

-0.07 

NM 

15 

very  low 

none 

NA 

NA 

NA 

NM 

-1 1.06 

-1 1.06 

2.27 

NM 

23 

average 

2.00 

6.1 

NM 

-1 

4.9 

2.01 

1.98 

2.05 

4 

17 

high 

0.80 

2.4 

40 

11 

2.8 

1.22 

1.22 

1.53 

25 

19 

high 

0.16 

0.6 

13 

10 

6.5 

3.85 

3.85 

3.10 

-19 

2 

NM 

0.05 

0.1 

1 

NA 

9.6 

2.28 

2.28 

2.53 

11 

4 

very  high 

0.88 

2.7 

39 

17 

3.6 

7.06 

7.06 

7.68 

9 

29 

high 

2.48 

2.5 

35 

3 

13.7 

3.10 

3.10 

3.18 

3 

19 

high 

2.68 

6.8 

S6 

3 

3.8 

1.28 

1.28 

2.16 

69 

26 

low 

2.20 

2.7 

172 

0 

5.3 

2.21 

2.27 

2.29 

1 

12 

average 

1.44 

6.2 

65 

8 

4.9 

1.75 

1.75 

2.00 

14 

29 

very  high 

0.64 

1.8 

37 

4 

5.0 

1.37 

1.61 

1.52 

-6 

27 

average 

0.60 

1.8 

44 

6 

4.9 

1.31 

1.27 

1.47 

16 

3 

high 

none 

NA 

NA 

NA 

6.2 

1.58 

1.58 

2.16 

37 

6 

average 

0.70 

2.1 

44 

2 

14.7 

3.90 

3.90 

4.38 

12 

37 

very  high 

1.80 

2.4 

46 

14 

3.8 

2.14 

2.25E 

2.56 

14 

5 

very  high 

1.04 

2.7 

49 

7 

18.3 

2.60 

2.60 

2.50 

-4 

23 

average 

2.20 

9.6 

85 

1 

7.1 

6.20 

6.20 

7.74 

25 

27 

very  high 

3.00 

3.5 

48 

19 

2.3 

0.89 

0.89 

0.68 

-24 

37 

very  low 

0.60 

4.0 

67 

2 

3.9 

3.48 

3.48 

4.35 

25 

23 

average 

0.32 

0.5 

9 

9 

3.7 

2.39 

2.3  7E 

3.10 

31 

24 

very  high 

1.00 

2.3 

42 

12 

8.4 

2.12 

2.12 

2.38 

12 

13 

high 

0.76 

1.7 

36 

10 

12.1 

4.76 

4.76 

4.87 

2 

22 

average 

1.52 

3.2 

32 

17 

6.4 

3.34 

3.34 

4.07 

22 

21 

average 

1.20 

1.7 

36 

0 

11.9 

1.97 

1.97 

2.32 

18 

15 

average 

1.96 

7.2 

99 

3 

7.2 

4.98 

4.98 

2.69 

-46 

15 

average 

1.68 

2.1 

34 

2 

15.0 

4.12 

4.12 

4.24 

3 

22 

high 

2.60 

5.4 

63 

9 

6.8 

2.66 

2.65 

2.98 

13 

18 

high 

1.08 

2.4 

41 

14 

NM 

-2.87 

-2.87 

1.84 

NM 

8 

average 

0.20 

0.8 

NM 

NA 

2.3 

1.32 

1.25 

1.49 

19 

14 

average 

none 

NA 

NA 

NA 

3.5 

2.73 

2.73 

2.93 

7 

12 

high 

1.30 

4.6 

48 

15 

14.3 

1.53 

1.35 

1.69 

25 

8 

average 

0.08 

0.2 

5 

9 

4.6 

4.44 

4.20 

4.68 

11 

20 

high 

2.70 

2.9 

61 

-1 

9.5 

2.31 

2.31 

2.78 

20 

15 

average 

0.06 

0.2 

3 

15 

7.3 

3.93 

3.93 

2.70 

-31 

12 

average 

0.84 

3.2 

21 

8 

7.5 

2.06 

2.06 

1.86 

-10 

27 

average 

2.00 

9.5 

97 

6 

11.3 

1.68 

1.68 

1.90 

13 

20 

low 

none 

NA 

NA 

NA 

NM 

-6.44 

-6.44 

2.42 

NM 

7 

average 

none 

NA 

NA 

NA 

21.6 

3.29 

3.29 

3.40 

3 

17 

average 

2.92 

7.7 

89 

1 

8.4 

2.87 

2.87 

NA 

NA 

NA 

NA 

2.96 

7.3 

103 

4 

11.1 

2.37 

2.37 

2.80 

18 

5 

hiuh 

0.72 

2.5 

30 

0 

15.4 

1.74 

1.74 

2.01 

16 

14 

high 

1.76 

8.5 

101 

0 

5.9 

3.01 

2.24 

2.42 

8 

28 

average 

0.80 

1.7 

27 

12 

8.5 

3.41 

3.41 

3.75 

10 

23 

very  high 

1.16 

2.5 

34 

10 

9.4 

7.08 

5.37 

4.37 

-19 

23 

average 

1.24 

1.5 

18 

9 

S  h 

4.60 

4.65 

5.53 

19 

12 

high 

0.44 

0.4 

10 

0 

Sources:  William  O'Neil  &  Co .  The  Institutional  Brokers  Estimate  System  HUES),  a  service  of  Lynch.  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Services. 
Fohhes 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratio: 

Stock  price   — latest  12  months —   price/earnings  


Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to 
market 

5-year 
high-low 

latest 
12  months 

1987 
est 

Raytheon/Dec 

RTN 

n 

80- 

28 

80- 

57 

79% 

105 

17- 

8 

15.6 

13  3 

Reebok  International/Dec 

RBK 

n 

44- 

44— 

12 

40V4 

191 

240 

20- 

6* 

16.0 

13.2 

Reliance  Group/Dec 

REL 

n 

NA-NA 

1 1- 

8" 

NA 

NA 

NA-NA 

8.4 

13.8 

Republic  New  York/Dec 

RNB 

n 

58- 

15 

58- 

38 

53  Vs 

34 

111 

11- 

4 

10.9 

10.2 

RepublicBank/Dec 

RPT 

n 

38- 

32- 

18 

:: 

-27 

60 

16- 

4 

13.6 

. 

Revion  Group/Dec 

REV 

n 

20- 

3 

20— 

10 

I9:  - 

33 

1 10 

41- 

8 

NM 

18.2 

Reynolds  Metals/Dec 

RLM 

n 

65- 

19 

65- 

39 

64'/: 

26 

104 

NM- 

5 

15.8 

15.6 

Riggs  National/Dec 

RIGS 

0 

42- 

9 

42- 

28 

- 

-4 

79 

14- 

5 

12.5 

11.0 

Rite  Aid  Feb 

RAD 

n 

40- 

9 

40- 

27 

^  . 

21 

100 

21- 

9 

20.8 

.  -  =■ 

R|R  Nabisco  Dec 

RIR 

n 

66- 

15 

66- 

37 

5h-  i 

41 

116 

15- 

5 

15.2 

- 

Roadway  Services/Dec 

ROAD 

0 

46- 

16 

46— 

3 1 

34V4 

-14 

71 

24- 

9 

18.2 

15.6 

AH  Robins/ Dec 

RAH 

n 

29- 

6 

25— 

g 

19:  ■ 

^ 

122 

13- 

2 

5.8 

Rochester  Community  Nov 

RCSB 

o 

NA-NA 

16- 

10' 

1  5  . 

NA 

NA 

NA-NA 

NA 

7.0 

Rochester  Gas  &.  Elec/Dec 

RGS 

n 

30- 

12 

30- 

21 

23 

-12 

73 

9_ 

3 

6.9 

7.1 

Rockwell  Intl/Sep 

ROK 

n 

29- 

6 

29- 

19 

28  Va 

26 

104 

26- 

6 

26.1 

22.7 

Rohm  &  Haas  Dec 

ROH 

n 

44— 

g 

44— 

29 

42% 

21 

100 

21- 

7 

21.1 

16.1 

Rorer  Group/Dec 

ROR 

n 

48- 

1  J 

48— 

36 

44 '/« 

15 

95 

26- 

4 

7.6 

18.6 

Rouse/Dec 

ROUS 

o 

35- 

7 

35— 

27 

34  V, 

14 

94 

NM- 

12 

66.8 

55.2 

Rubbermaid/Dec 

RBD 

n 

29- 

4 

29- 

18 

26% 

40 

116 

32- 

1 1 

27.9 

24.1 

Ryder  System  Dec 

RDR 

n 

41- 

8 

41- 

25 

39 

40 

116 

19— 

18.7 

16.7 

Safeco/Dec 

SAFC 

o 

64- 

15 

64— 

5 1 

1 

83 

16- 

. 

8.8 

-  " 

St  Paul  Cos/Dec 

STPL 

o 

55- 

18 

36 

48*4 

-10 

74 

NM- 

4 

14.0 

9.2 

Salomon  Dec 

SB 

n 

59- 

10 

59— 

37 

4!  : 

-25 

62 

26- 

12.0 

10.5 

San  Diego  Gas  &  Elec/Dec 

SDO 

n 

43— 

13 

43- 

31 

35V* 

14 

94 

12— 

_ 

10.4 

:  - 

Santa  Fe  Southern/ Dec 

SFX 

n 

40- 

20" 

40- 

26 

36 

-8 

76 

22- 

— 

NM 

Sara  Lee/Jun 

SLE 

n 

45— 

g 

45— 

28 

^  . 

46 

120 

20— 

20.2 

19.2 

Scana/Dec 

SCG 

n 

43— 

43— 

31 

35'/« 

9 

90 

15— 

11.6 

11.5 

Schering-Plough/Dec 

SGP 

n 

yv— 

17 
L  f 

99- 

63 

98': 

56 

129 

— 

O 
O 

22.7 

19  1 

Scott  Paper/Dec 

SPP 

n 

82- 

14 

82- 

53 

79% 

33 

110 

16- 

5 

16.1 

13.6 

Seagate  Technology  |un 

SCAT 

o 

42- 

4 

42- 

9 

W/a 

243 

283 

NM- 

8 

18.9 

13.4 

Sears,  Roebuck  Dec 

S 

n 

54- 

V 

3*4 — 

J7 

51'/2 

9 

90 

18- 

7 

14.2 

11.8 

Security  Pacific/Dec 

SPC 

n 

43- 

10 

'♦O — 

38 'A 

1 

83 

9- 

3 

Service  Corp  Intl/Apr 

SRV 

n 

32- 

-  3 

3T 

— 

1  0 

30M 

44 

119 

26- 

7 

25.2 

20.2 

Service  Merchandise/Dec 

SMCH 

0 

27- 

6 

15— 

6 

67/« 

-51 

40 

45- 

NM 

9.2 

Shared  Medical  Sys/Dec 

SMED 

o 

53- 

13 

53— 

30 

357/8 

-6 

78 

44- 

16 

2-  ; 

! 

Shawmut'Dec 

SHAS 

o 

56- 

16 

"  /■ 

3D — 

:  1  ■ 

4 

86 

11- 

4 

10.1 

8.9 

Sherwin-Williams/Dec 

SHW 

n 

36- 

5 

OO— 

Zo 

35 '/4 

25 

103 

19- 

6 

15.3 

18.0 

Shoney's/Oct 

SHON 

o 

31- 

6 

o  1— 

Lo 

29  . 

16 

96 

30- 

13 

24  - 

21.5 

Signet  Banking/Dec 

SBK 

n 

39- 

7 

39— 

30 

36;- 

6 

87 

12- 

- 

10.4 

9.4 

Singer/Dec+ 

SMI 

n 

56- 

10 

56— 

37 

47 

5 

87 

NM- 

7 

5.7 

12.8 

SmithKline  Beckman/Dec 

SKB 

n 

115- 

50 

1 15— 

78 

1083/4 

23 

101 

16- 

8 

16.0 

13.4 

Snap-on  Tools  Dec 

SNA 

n 

38- 

9 

38- 

23 

im 

45 

120 

12- 

9 

22.9 

Societv/Dec 

SOCI 

0 

36- 

7 

36- 

2s 

34 

6 

87 

11- 

4 

9.9 

Society  for  Savings/Dec 

SOCS 

o 

26- 

4* 

r 

::  - 

24 

102 

26- 

5* 

15.3 

Sonat/Dec 

SNT 

n 

43- 

20 

36- 

21 

33 :  : 

11 

92 

NM- 

4 

NM 

South  Carolina  Natl  Dec 

SCNC 

o 

28- 

28- 

20 

25!  - 

10 

91 

16- 

6 

12.3 

11.2 

Southeast  Banking/Dec 

STB 

n 

31- 

9 

31- 

25 

29~. 

11 

92 

12- 

5 

10.0 

9.2 

So  Calif  Edison/Dec 

SCE 

n 

39- 

15 

39- 

28 

33% 

13 

93 

12- 

10.3 

10.3 

I  *Range  is  for  less  than  period  indicated.    tPrices  are  as  originally  reported,  adjusted  for  splits:  stock  performance  includes  value  of  special  distributions.    NA;  not ; 

or  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  19.  1987. 


FORBES,  APRIL ! 


Earnings  —   Dividends- 


net 
profit 
margin 

latest 
12  months 
EPS 

1986 
EPS 

estimated 
1987 
EPS 

%  change 
'87  vs  '86 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 
ratio 

growth 
rate 

5.4% 

S5.10 

$5.10 

S5.98 

17% 

33 

high 

SI. 80 

2.3% 

35% 

S"n 

14.4 

2.55 

2.55 

3.08 

21 

12 

high 

0.40 

1.0 

16 

NA 

3.3 

1.14 

1.14 

0.70 

-39 

1 

NM 

0.16 

1.7 

14 

0 

10.6 

4.91 

4.91 

5.28 

8 

9 

average 

1.16 

2.2 

24 

4 

2.9 

1.65 

1.65 

1.87 

13 

25 

low 

1.00 

4  5 

61 

0 

0.5 

-0.46 

-0.46 

1.08 

NM 

2 

NM 

none 

NA 

NA 

NA 

2.8 

4.08 

4.08 

4.14 

1 

22 

low 

1.00 

1.6 

25 

-7 

8.0 

2.65 

2.65 

3.01 

14 

5 

high 

1. 10 

3.3 

42 

7 

4.3 

1.79 

1.88E 

2.26 

20 

17 

very  high 

0.66 

1.8 

37 

27 

6.7 

3.83 

3.83 

4.96 

30 

32 

high 

1.60 

2.7 

42 

4.5 

1.91 

1.91 

2.23 

17 

20 

average 

1.10 

3.2 

58 

13 

10.4 

3.38 

3.38 

3.35 

-1 

7 

average 

none 

NA 

NA 

NA 

4.2 

NA 

NA 

2.22 

NA 

3 

high 

none 

NA 

NA 

NA 

14.0 

3.33 

3.33 

3.24 

-3 

6 

average 

2.20 

9.6 

66 

9 

5.1 

2.16 

2.06 

2.48 

20 

25 

average 

0.33 

1.2 

31 

i : 

6.7 

2.01 

2.01 

2.63 

31 

23 

average 

0.80 

1.9 

40 

16 

14.9 

5.78 

5.78 

2.37 

-59 

15 

average 

1.16 

2.6 

20 

3 

5.6 

0.52 

0.52 

0.63 

21 

2 

NM 

0.70 

2.0 

135 

3 

8.8 

0.96 

0.96 

1.11 

16 

14 

very  high 

0.28 

1.0 

29 

14 

4.3 

2.09 

2.09 

2.33 

1 1 

16 

very  high 

0.52 

1.3 

25 

8 

9.5 

6.79 

6.79 

6.15 

-9 

30 

high 

1.70 

2.8 

25 

14 

5.0 

3.45 

3.45 

5.22 

51 

26 

average 

1.76 

3.6 

51 

6 

7.6 

3.45 

3.45 

3.97 

15 

15 

low 

0.64 

1.5 

19 

6 

13.0 

3.42 

3.42 

3.29 

-4 

22 

high 

2.50 

7.0 

73 

7 

NM 

-0.84 

-0.84 

2.42 

NM 

21 

low 

1.00 

2.8 

NM 

5 

2.9 

2.19 

2.02 

2.30 

14 

29 

very  high 

1.00 

2.3 

46 

11 

11.1 

3.03 

3.03 

3.05 

1 

19 

high 

2.32 

6.6 

77 

4 

11.1 

4.34 

4.34 

5.17 

19 

33 

very  high 

1.80 

1.8 

41 

1 

5.4 

4.96 

4.96 

5.88 

19 

21 

high 

1.36 

1.7 

27 

7 

12.8 

1.84 

0.72 

2.60 

261 

20 

low 

none 

NA 

NA 

NA 

3.1 

3.62 

3.62 

4.35 

20 

29 

high 

2.00 

3.9 

55 

7 

6.5 

4.86 

4.86 

5.20 

7 

31 

high 

1.48 

3.9 

30 

9 

14.8 

1.20 

1.26E 

1.50 

19 

6 

high 

0.32 

1.1 

27 

28 

NM 

-1.41 

-1.41 

0.75 

NM 

12 

very  low 

0.08 

1.2 

NM 

2 

8.5 

1.26 

1.26 

2.23 

77 

19 

average 

0.72 

2.0 

57 

31 

8.6 

5.07 

5.07 

5.72 

13 

7 

very  high 

2.04 

4.0 

40 

13 

6.8 

2.31 

2.31 

1.96 

-15 

13 

average 

0.56 

1.6 

24 

20 

6.7 

1.19 

1.15 

1.37 

19 

24 

high 

0.16 

0.5 

13 

15 

9.5 

3.53 

3.53 

3.90 

10 

14 

high 

1.24 

3.4 

35 

22 

10.0 

8.27 

8.27 

3.68 

-56 

17 

low 

0.40 

0.9 

5 

54 

13.9 

6.78 

6.78 

8.14 

20 

35 

high 

3.00 

2.8 

44 

5 

9.8 

1.59 

1  59 

1  93 

21 

14 

average 

0.64 

1.8 

40 

12 

9.4 

3.43 

3.43 

3.83 

12 

10 

very  high 

1.20 

3.5 

35 

13 

5.1 

1.49 

1.49 

3.10 

108 

1 

NM 

0.28 

1.2 

19 

NM 

NM 

-7.52 

-7.52 

1.77 

NM 

25 

low 

2.00 

6.0 

NM 

14 

9.4 

2.05 

2.05 

2.24 

9 

7 

very  high 

0.50 

2.0 

24 

3 

8.1 

3.00 

3.00 

3.25 

8 

16 

very  high 

0.88 

2.9 

29 

8 

14.5 

3.28 

3.28 

3.28 

0 

27 

high 

2.28 

6.8 

70 

10 

Sources  William  O'Neil  &  Co .  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro  Scan  from  lotus  Information  Services; 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 
Stock  price                  — latest  12  months —   price/ earnings  


Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1987 

Company  fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

Southern  Company  Dec 

SO 

n 

29— 

12 

29-  21 

26!. 

13% 

93 

9- 

5 

8.3 

8.3 

So  X  England  Telecom/Dec 

SNG 

n 

62- 

21 

62-  4^ 

56'm 

19 

98 

15— 

6 

12.7 

11.7 

Southland  Dec 

SLC 

n 

61- 

19 

61-  44 

53;- 

12 

92 

25- 

13  4 

13.2 

Southmark  (un 

SM 

n 

1  A 

14— 

2 
O 

14-  8 

10s  i 

-4 

79 

1  2 

lo— 

2 

0 

13.3 

6  3 

SouthTrust/Dec 

SOTR 

o 

2  £ 

lo— 

4 

26-  20 

24 

14 

- 

1 2— 

2 

0 

10.6 

Southwestern  Bell/Dec 

SBC 

n 

123- 

55' 

123-  88 

116% 

2" 

1  1- 

6" 

113 

Southwestern  Pub  Svc/Aug 

SPS 

n 

38- 

13 

38-  29 

28% 

0 

-: 

16- 

7 

13  4 

11.7 

Sovran  Financial  Dec 

SOVN 

o 

45- 

11 

45-  33 

41 

16 

96 

14- 

4 

11.8 

10.6 

Springs  Industries/Dec 

S.M1 

n 

o  1— 

ir\ 

IV 

61-  41 

58 

27 

105 

2  1 

Ol  — 

15.8 

13.8 

Square  D  Dec 

SQD 

n 

C  *r 
3D- 

LL 

56-  39 

50 

3 

1  Q 

iy— 

y 

14  6 

13.0 

Squibb  Dec 

SQB 

n 

168— 

28 

168-  86 

160'- 

76 

25- 

1  1 

18.6 

:;  : 

Stalev  Continental  Sep 

STA 

n 

35- 

15 

35-  23 

26 

-6 

78 

NM- 

6 

26.3 

13.8 

Standard  Oil  Dec 

SRD 

n 

66- 

27 

66-  40 

64  V* 

37 

113 

54— 

3 

NM 

19.0 

Stanley  Works/Dec 

SWK 

n 

2/1 

o4— 

y 

34-  23 

33;  i 

18 

97 

1  o 

iy— 

8 

18.1 

15.7 

State  Street  Boston  Dec 

STBK 

o 

2  2 

oo— 

4 

33-  19 

32'- 

32 

109 

1  f— 

4 

16.7 

14.6 

Sterling  Drug  Dec 

STY 

n 

55— 

20 

55-  42 

24 

102 

24— 

9 

18.7 

16.8 

IP  Stevens/Oct 

STN 

n 

46- 

12 

46-  30 

43- 

21 

100 

25- 

8 

.  3  - 

11.9 

Stone  Container  Dec 

STO 

n 

92- 

13 

92-  41 

86 

153 

NM- 

8 

44.9 

16.7 

Stop  &  Shop  Cos/Jan 

SHP 

n 

oo— 

Q 
O 

62-  40 

59 

39 

115 

2o— 

2 
0 

21.3 

14.5 

Student  Loan  Dec 

SUM 

n 

Q  1 

ol  — 

Zl 

81-  43 

~: 

65 

136 

"1  A  

— 

1 1  * 
1 1 

24.4 

Subaru  Of  America  Oct 

SBRU 

0 

39- 

4 

39-  17 

201*. 

-  20 

66 

22— 

5 

10.3 

10.2 

Sumitomo  Bank  Cal  Dec 

SUMI 

o 

31- 

9 

31-  20 

:  - 

: 

13- 

6 

12.1 

11.0 

Sun  Company  Dec 

SUN" 

n 

64— 

27 

64-  44 

63 

26 

104 

24— 

4 

20.1 

Sundstrand  Dec 

SNS 

n 

64— 

23 

64-  49 

61 

-2 

81 

25— 

5 

: 

13.5 

SunTrust  Banks  Dec 

STI 

n 

27- 

16* 

27-  20 

2-;: 

18 

97 

15- 

9' 

13.8 

11.2 

Sunwest  Financial/Dec 

SFSI 

o 

39- 

- 

39-  r 

;: 

13 

93 

12- 

4 

11.2 

10.2 

Super  Food  Serv  ices.  Aug 

SFS 

a 

29- 

3 

29-  19 

2-  ■ 

19 

98 

19- 

6 

18.5 

16.6 

Super  Yalu  Stores/Feb 

SVU 

n 

29- 

8 

29-  20 

2*~- 

21 

100 

27- 

9 

27.0 

16.8 

Supermarkets  General  Jan 

SGL 

n 

43- 

5 

4.3-  23 

42  ■ 

49 

123 

27- 

5 

26.5 

20.5 

Sysco/jun 

SYY 

n 

39- 

9 

39-  25 

34". 

21 

100 

2o— 

11 

::  : 

23.7 

Tatt  Broadcasting  Mar 

TFB 

n 

157- 

28 

157-  90 

154% 

68 

139 

NM- 

8 

NM 

64.2 

Talman  Home  Fedl  S&L  Dec 

TLMN 

o 

NA-NA 

14-  9' 

12»4 

N  \ 

NA 

NA-NA 

NM 

NA 

Tambrands  Dec 

TMB 

n 

69- 

16 

69-  48 

64 

26 

104 

21- 

8 

20.5 

18.0 

Tandem  Computers  Sep 

TNDM 

o 

74- 

13 

74-  22 

73:- 

197 

245 

57- 

13 

42.1 

32.3 

Tandy/Fun 

TAN 

n 

-  — 

:: 

56-  30 

513/s 

20 

99 

24- 

9 

::  - 

17.4 

TCF  Banking  &.  Saving  Dec 

TCFC 

0 

NA-NA 

18-  11* 

r;- 

NA 

NA 

NA-NA 

6.4 

5-5 

TECO  Energv  Dec 

TE 

n 

55— 

55-  39 

44 

14 

94 

16- 

12.8 

11.9 

Tektronix'May 

TEK 

n 

4  3- 

17 

2" 

38  Vt 

27 

105 

38- 

8 

26.9 

15.5 

Tele-Communications/Dec 

TCOMA 

0 

;;- 

; 

33-  21 

31-; 

32 

109 

NM- 

18 

34.2 

NM 

Teledyne  Dec^ 

TDY 

n 

368-  291 

334 

0 

19- 

4 

16.4 

14.6 

Telerate  Sep 

TLR 

n 

41- 

13* 

41-  17 

36-4 

82 

150 

52- 

17* 

37.4 

:-  ; 

Telex'Mar 

TC 

n 

102- 

y 

102-  52 

41 

116 

19- 

6 

13.4 

Temple-Inland  Dec 

TIN 

n 

64- 

20* 

64-  36 

63'4 

49 

123 

24- 

T 

24 : 

16.1 

Tenneco  Dec 

TGT 

n 

51- 

23 

51-  35 

48% 

29 

106 

4 

NM 

24.1 

Tesoro  Petroleum/Sep 

TSO 

n 

24- 

8 

15-  8 

12  - 

_2 

81 

43- 

5 

NM 

:;  = 

Texaco/Dec 

TX 

n 

48- 

26 

40-  28 

35% 

20 

99 

37- 

4 

11.8 

11.6 

Texas  Air/Dec 

TEX 

a 

;:- 

4 

52—  25 

40;4 

46 

120 

63- 

3 

62.7 

10.0 

Texas  American  Bcshs/Dec 

TXA 

n 

46- 

: 

26-  12 

13 

-47 

44 

13- 

5 

NM 

NM 

"Range  is  for  less  than  period  indicated.    +  Prices  are  as  originally  reported,  adjusted  for  splits:  stock  performance  includes  value  of  special  distributions.    NA  not  a 

or  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  19.  198"*. 


FORBES  .APRIL  2 


Earnings    Dividends 


net 
profit 
margin 

latest 
12  months 
EPS 

1986 
i  lit 

estimated 
1987 

CDC 

%  change 
'87  vs  '86 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

12.9% 

$3.17 

$3. 1 7 

$3. 19 

1% 

26 

high 

$2.14 

8.1% 

68% 

6% 

9.7 

4.46 

4.46 

4.83 

8 

17 

very  high 

2.88 

5.1 

65 

4 

2.4 

3.96 

1  OA 

3.yo 

a  r\A 
4.U4 

2 

15 

low 

1.12 

2.1 

28 

12 

10.2 

0.8 1 

1  zz 
1  .Do 

i  7n 

10 

4 

average 

0.24 

2.2 

30 

66 

1 1  .o 

L.LO 

1  1A 
Z.ZO 

1  Z1 

i  i 
lz 

o 

very  high 

0.80 

3.3 

35 

12 

12.9 

1  n  1  yC 

lU.zo 

in  iiC 
IU.ZO 

in  zo 

1 

3 

30 

very  high 

6.40 

5.5 

62 

31 

lz.3 

z.  Id 

Z.Z ' 

1  47 
Z.4/ 

o 
y 

1  z 
13 

average 

2.12 

7.3 

98 

■  8 

y.y 

1  A  Q 

3.40 

O.40 

o.oy 

1 1 
lz 

23 

very  high 

1.36 

3.3 

39 

6 

2.2 

3.66 

3.oo 

yl    1  O 

4.iy 

14 

9 

average 

1.52 

2.6 

42 

5 

7  n 

i  .u 

1  A1 

o.4Z 

3  Al 

X  UA 
J  .04 

1 1 

1Z 

i  a 
l  o 

average 

1 .84 

"2  -7 

3.  / 

54 

0 

26.0 

Q  /£  1 
0.O3 

0.03 

O.jl 

1  7 

—LI 

36 

very  high 

2.40 

1.5 

28 

13 

1 .0 

O  OO 

j.yy 

HOC 
(J. 00 

1  CO 

i  .oy 

11C 

lib 

15 

average 

0.80 

3.1 

81 

6 

NM 

—1 .32 

1  51 

—  1.32 

i  in 

NM 

33 

low 

2.80 

4.4 

NM 

3 

5.7 

1 .86 

1  O/C 

1  ,oo 

lie 
z.  1  b 

16 

15 

high 

0.76 

2.3 

41 

1 1 

1  1  1 
1  1 .2 

1  07 

l.y  1 

1  07 

i.y/ 

Z.Z  J 

1  A 
14 

i  i 
1 1 

high 

n  a  n 
U.4U 

1 .2 

20 

1 7 

8.6 

2.91 

2.9 1 

3.24 

1  1 

33 

very  high 

1.32 

2.4 

45 

5 

3.4 

3.13 

3.01 

3.61 

20 

1 1 

high 

1 .20 

2.8 

38 

-2 

1.7 

1 .95 

1  ClZ 

i  ys 

C  1  K. 

D.zo 

1 70 

15 

low 

0.80 

0.9 

41 

0 

1.0 

2.77 

1  77 

L.I  1 

/I  (17 
4.0V 

A  7 

4  / 

1 1 
13 

low 

1.10 

1 .9 

40 

20 

10.5 

3.08 

3.08 

i  no 

3.yy 

oU 

l  n 
1(J 

average 

0.36 

0.5 

12 

81 

4.7 

1.95 

1.92 

1 .97 

3 

10 

average 

0.38 

1.9 

19 

38 

4.9 

2. 19 

2.19 

2.40 

10 

1 

NM 

1.16 

4.4 

53 

—4 

4. 1 

3.54 

3.54 

3.13 

—  12 

30 

low 

3.00 

4.8 

85 

6 

3.2 

2.42 

2.42 

4.53 

87 

14 

very  high 

1.80 

3.0 

74 

0 

10.0 

1.86 

1.86 

2.30 

24 

28 

high 

0.64 

2.5 

34 

10 

10.8 

2.91 

2.91 

3.18 

9 

5 

average 

1 .00 

3.1 

34 

25 

0.7 

1.53 

1.48 

1.71 

16 

7 

very  high 

0.32 

1.1 

21 

17 

0.9 

1.07 

1.28E 

1.72 

34 

1 7 

very  high 

0.42 

1.5 

39 

1 1 

1.1 

1.60 

1.60 

2.07 

29 

9 

high 

0.28 

0.7 

1 7 

14 

1.8 

1.38 

1.34 

1.47 

10 

18 

nigh 

0.28 

0.8 

20 

14 

NM 

-6.49 

1.48E 

2.41 

63 

10 

low 

1.16 

0.7 

NM 

5 

5.1 

NA 

NA 

NA 

NA 

NA 

NA 

none 

IN  A 

Kl  A 

1NA 

NA 

14.2 

3.12 

3.12 

3.56 

14 

13 

very  high 

1 .80 

2.8 

58 

7 

9.5 

1.74 

1.44 

2.27 

58 

29 

average 

none 

NA 

NA 

NA 

6.5 

2.41 

2.22 

2.96 

1 1 

OO 

1  £ 
ZO 

average 

n  zn 

i  n 
1  .u 

1 1 

Z 1 

IN  A 

3.2 

2.76 

2.76 

3.19 

16 

A 

low 

none 

IN  A 

M  A 
IN  A 

XT  A 
IN  A 

10.8 

3.45 

3.45 

3.71 

8 

19 

high 

1  Cl 

L.dL 

J.l 

16 

8 

4.1 

1.42 

1.92E 

2.46 

28 

16 

low 

0.60 

1.6 

42 

4 

14.7 

0.92 

0.25E 

0.39 

56 

1 1 

very  low 

none 

M  A 

NA 

NA 

NA 

A  O 

4.V 

in  ic 

in  ic 

11  o<c 

zz. oo 

1 1 
ol 

7 

average 

a  no 

4.UU 

1  1 
1  .z 

in 
zu 

M  A 
IN  A 

18.6 

0.97 

0.87 

1.28 

47 

8 

average 

n  A  Q 
U.4o 

1  1 

1 .3 

49 

7n 

IU 

9.1 

4.94 

5.40E 

6.65 

23 

9 

average 

none 

NA 

NA 

NA 

6.2 

2.64 

2.64 

3.96 

50 

13 

average 

0.58 

0.9 

22 

54 

NM 

-0.40 

-0.40 

2.03 

NM 

28 

very  low 

3.04 

6.2 

NM 

4 

NM 

-9.5.1 

-9.76 

0.52 

NM 

2 

NM 

none 

NA 

NA 

NA 

2.3 

3.01 

3.01 

3.05 

1 

34 

low 

3.00 

8.5 

100 

0 

1.0 

0.65 

0.65 

4.08 

NM 

12 

low 

none 

NA 

NA 

NA 

NM 

-10.51 

-10.51 

-0.41 

NM 

11 

very  low 

none 

NA 

NA 

NA 

Sources  William  O'Neil  &  Co.;  'the  Institutional  Brokers  Estimate  System  HUES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Lotus  Information  Services, 
Fokhks. 
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LOCAL  TELEPHONE  AND  MOBILE  COMMUNICATIONS 

Bell  of  Pennsylvania  •  C&P  Telephone  • 
Diamond  State  Telephone  •  New  Jersey  Bell  • 
Bell  Atlantic  Mobile  Systems 

INFORMATION  AND  COMMUNICATIONS  SYSTEMS 

Bell  AtlanticorrT  •  Bell  Atlantic  Business 
Supplies  •  A  Beeper  Company  •  CompuShop"  • 
Bell  Atlantic  Business  Center  •  MAI  Canada  • 
Telecommunications  Specialists,  Inc. 

COMPUTER  MAINTENANCE  AND  SOFTWARE 

Sorbus'  •  Technology  Concepts,  Inc.  • 
Electronic  Service  Specialists,  Ltd. 

DIVERSIFIED  FINANCIAL  SERVICES 

Bell  Atlantic  TriCon  Leasing  •  Bell  Atlantic 
Systems  Leasing  •  Bell  Atlantic  Properties 


The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratio; 

Stock  price   — latest  12  months —   price/earnings  


Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1987 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-lo 

w 

12  months 

est 

Texas  Commerce  Bcshs/Dec 

TCB 

n 

48- 

]  7 

31-  17 

30 

44% 

119 

NM— 

c 

49.2 

20.3 

Texas  Eastern/Dec 

TET 

n 

41- 

19 

38-  24 

36% 

17 

97 

NM— 

£. 

NM 

18.0 

Texas  Instruments/Dec 

TXN 

n 

1 76— 

75 

172-103 

1  72 

35 

111 

NM— 

Q 
O 

NM 

23.4 

Texas  Utilities/Dec 

TXU 

n 

38- 

21 

38-  30 

33  Va 

0 

83 

Q 

c 

D 

7.5 

7.3 

Textron/Dec 

TXT 

n 

70- 

17 

70-  50 

66% 

9 

90 

17- 

11.2 

10.4 

Time  Inc/Dec 

TL 

n 

92- 

20 

92-  67 

90Vs 

27 

105 

Ztt— 

Q 

o 

15.1 

22.9 

Times  Mirror/Dec 

TMC 

n 

88- 

18 

88-  55 

85% 

45 

120 

1  Q 
17— 

Q 

7 

13.6 

21.0 

Torchmark/Dec 

TMK 

n 

39- 

5 

39-  26 

31% 

-3 

80 

1  o— 

£ 
O 

11.6 

10.6 

Toys  "R"  Us/Ian 

TOY 

n 

40- 

6 

40-  25 

38% 

47 

121 

40— 

39.6 

24.0 

Trans  World  Airlines/Dec 

TWA 

n 

32- 

7* 

32-  13 

28% 

58 

130 

NM- 

8* 

NM 

12.1 

Transamerica/Dec 

TA 

n 

40- 

17 

40-  32 

34% 

-7 

77 

zz— 

o 

9.7 

10.0 

Transco  Energy/Dec 

E 

n 

64— 

21 

60-  35 

47 

-15 

70 

MM 

A 
*f 

NM 

21.0 

Travelers/Dec 

TIC 

n 

60- 

17 

60-  43 

50% 

-14 

71 

zu— 

A 
f 

10.0 

9.1 

Triangle  Industries/Dec 

TRI 

n 

40- 

3 

40-  20 

34% 

66 

137 

i  ft 

1  o— 

A 
*f 

13.4 

10.4 

Tribune/Dec 

TRB 

n 

79- 

24* 

79-  57 

75% 

18 

97 

19- 

7* 

10.4 

19.0 

Trinova/Dec 

TNV 

n 

66- 

13 

66-  42 

64% 

29 

106 

32- 

6 

9.3 

15.1 

Trustcorp/Dec 

TTCO 

o 

42- 

10 

42-  29 

33  Vi 

-6 

78 

14- 

5 

13.1 

11.4 

TRW/Dec 

TRW 

n 

112- 

46 

112-  84 

101  % 

2 

84 

36- 

S 

14.0 

12.6 

Tucson  Electric/Dec 

TEP 

n 

65- 

16 

65-  49 

56% 

14 

94 

14- 

4 

12.2 

11.8 

Turner  Corp/Dec 

TUR 

a 

31- 

10 

31-  20 

27  Va 

-9 

T5 

15- 

4 

11.3 

8.0 

TW  Services/Dec 

TW 

n 

NA-NA 

18-  14* 

17  Va 

NA 

NA 

NA-NA 

63.9 

15.7 

Tyson  Foods/Sep 

TYSNA 

o 

38- 

1 

38-  20 

33% 

62 

134 

39- 

5 

39.2 

23.6 

UAL/Dec 

UAL 

n 

65- 

16 

65-  49 

59 

6 

87 

73- 

4 

NM 

11.8 

Union  Camp/Dec 

UCC 

n 

70- 

21 

70-  43 

67  V. 

37 

113 

29- 

7 

25.5 

16 : 

Union  Carbide/Dec 

UK 

n 

33- 

11 

29-  19 

28% 

51 

125 

37- 

2 

1  ? 

1  2  6 

Union  Electric/Dec 

UEP 

n 

32- 

11 

32-  23 

29 

20 

99 

11- 

4 

10.0 

10.1 

Union  National/Dec 

UNBC 

o 

47- 

11 

47-  31 

34% 

-4 

79 

17- 

5 

12.7 

12.0 

Union  Pacific/Dec 

UNP 

n 

79- 

29 

79-  50 

78 

41 

116 

24- 

8 

NM 

15.6 

Unisys/Dec 

UIS 

n 

113- 

30 

113-  58 

105% 

64 

135 

25- 

6 

NM 

13.4 

United  Banks  of  Col/Dec 

UBKS 

o 

36- 

13 

36-  21 

25 

-27 

60 

15- 

5 

12.8 

10.9 

United  Brands/Dec 

UB 

n 

50- 

7 

50-  23 

46% 

99 

164 

19- 

5 

13.8 

13.8 

United  Financial/Dec 

UFGI 

0 

13- 

2 

6-  2 

3'/2 

-40 

50 

NM- 

1 

NM 

NA 

United  Illuminating/Dec 

UIL 

n 

36- 

9 

36-  27 

30  Vi 

-A 

79 

6- 

: 

5.1 

5.4 

United  Jersey  Banks/Dec 

UJB 

n 

32- 

5 

32-  22 

29% 

14 

94 

16- 

4 

13.8 

11.8 

United  Missouri  Bcsh/Dec 

UMSB 

o 

32- 

10 

31-  25 

26  >/2 

-12 

73 

13- 

4 

10  1 

9.4 

US  Bancorp/Dec 

USBC 

o 

30- 

8 

30-  22 

29 

13 

93 

12- 

4 

1 1.3 

10.0 

US  Healthcare/Dec 

USHC 

o 

23- 

3 

23-  10 

12% 

-23 

64 

74- 

8 

8.6 

13.9 

US  Shoe/Ian 

USR 

n 

28- 

6 

28-  20 

27% 

6 

87 

48- 

47.6 

16.1 

US  Tobacco/Dec 

UBO 

n 

28- 

7 

28-  16 

26>/2 

48 

122 

17- 

s 

14.5 

12.0 

US  Trust/Dec 

USTC 

o 

45- 

10 

45-  31 

40% 

13 

93 

16- 

h 

13.5 

12.3 

United  Technologies/Dec 

UTX 

n 

56- 

16 

55-  39 

52% 

-1 

82 

NM- 

5 

NM 

12.0 

United  Telecom/Dec 

UT 

n 

32- 

16 

32-  25 

29% 

2 

£4 

NM- 

7 

16.5 

15.8 

United  Virginia  Bksh/Dec 

UVBK 

0 

36- 

8 

36-  26 

35 

26 

i04 

13- 

12.0 

10.8 

Universal  Leaf  Tob/Jun 

UVV 

n 

33- 

12 

33-  26 

32'/> 

15 

95 

11- 

6 

1  1  2 

10.9 

Unocal/Dec 

UCL 

n 

49- 

16 

36-  16 

35 

55 

128 

23- 

4 

23.2 

20.8 

UNUM/Dec 

UNM 

n 

NA-NA 

31-  25* 

24% 

NA 

NA 

NA-NA 

8.9 

8.9 

Upjohn/Dec 

UPJ 

n 

50- 

6 

50-  25 

42% 

63 

134 

32- 

31.5 

26.7 

US  West/Dec 

USW 

n 

62- 

28* 

62-  47 

55% 

15 

95 

12- 

6' 

11.4 

10.1 

'Range  :•:  tor  less  than  period  indicated    $Does  not  include  dividends  in  stock  of  another  company    "Includes  Sh  -t~  per  share  from  sale  of  assets    NA:  not  avail 

npt  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  19.  1987. 


FORBES,  APRIL  2 


Earnings  Dividends- 


net 

latest 

estimated 

%  change 

number 

confidence 

5-year 

profit 

12  months 

1986 

1987 

'87  vs  '86 

of 

factor  on 

indicated 

payout 

growth 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

yield 

rate 

1  3°/ 

1  .O  /o 

OU.O  1 

S0.61E 

$1.48 

1  A  3°/ 
I  HO  /o 

0 1 

very  low 

$0.78 

0  A% 
Z.O  /o 

1  TOO/ 
IZo  /o 

7% 

n  n 
u.u 

n  no 

u.uz 

0.02 

2.05 

IN  Ivl 

07 
Z  / 

low 

1 .00 

2  7 

MM 
IN  IVl 

7 

n  ft 

U.o 

1   1  A 

1.14 

7.35 

IN  Ivl 

30 

low 

2.00 

1  0 
1  .z 

1  7^ 

I/O 

1  D.y 

4.45 

4.56 

Z 

1  a 
Zo 

high 

2.80 

8.4 

63 

7 

3.5 

5.95 

5.95 

6.40 

g 

12 

very  High 

2  00 

3.0 

34 

u 

1  n  n 
1  u.u 

5  95 

5.95 

3.94 

—34 

OA 
Zu 

average 

1  .UU 

1  1 

1  7 

0 

1  A  n 

A  3  1 

6.31 

4.08 

3^ 

0  3 
Zo 

high 

1  £.A 

1  0 

1  .y 

OA 
ZO 

12 

1  3  0 
1j.  Z 

0  73 

Z.  10 

2.73 

2.99 

1  n 

ZZ 

very  high 

1 .00 

3  2 

37 

17 

o.z 

1  17 

1.17E 

1.60 

37 

Z*T 

high 

none 

NA 

NA 

M  A 
IN  A. 

NM 

-3.87 

-3.87 

2.39 

NM 

16 

very  low 

none 

NA 

NA 

M  A 
IN  r\ 

4  4 

3  57 

3.57 

3.47 

1  A 

very  high 

1  7A 

5.1 

49 

O 

NM 

— 0  92 

-0.92 

2.24 

NM 

0ft 
Zo 

very  low 

0  70  + 

Z.  /  Z+ 

6.8 

NM 

Q 

y 

3  1 

^  no 

5.09 

5.57 

Q 

29 

average 

0  0ft 
Z.Zo 

4.5 

45 

0 

V 

1  ft 
1 .0 

2  57 

2.57 

3.31 

29 

7 

average 

n  1 0 
u.  1  z 

0.3 

5 

2 
0 

14  4 

7.26 

7.26" 

3.99 

—45 

18 

very  high 

1  on 
1  .zu 

1.6 

17 

Aft 

ft  ^ 

O.J 

A  OA 

6.96 

4.30 

^ft 

-jo 

1  n 

high 

1  nn 
1  .uu 

1.5 

14 

7  ft 

0  ^ 

Z.JJ 

2.55 

2.94 

1  c 
1  J 

2 

low 

t  0  ft 

1  .Zo 

3.8 

50 

2 

—0 

3  A 

0.0 

7  0^ 

/  .ZD 

7.25 

8.06 

1  1 

1  1 

0 1 
z  1 

high 

3  on 
o.zu 

3.1 

44 

5 

07  A 

4  A^ 

4-.oo 

4.65 

4.83 

1 0 

high 

2  An 
o.OU 

6.3 

77 

1  c 
1  3 

0  4 

2  41 

2.41 

3.40 

4 1 

1 

NM 

1  3n 

1  -OU 

4.8 

54 

0 
y 

n  ft 

U.o 

n  07 
u.z  / 

0.27 

1.10 

307 

2 

MM 
IN  ivl 

n  1  n 
u.  1  u 

0.6 

37 

M  A 
IN  A 

n  ftA 

0.79 

1 .43 

ft  1 

7 

average 

n  nA 
u.uo 

0.2 

7 

0  ^ 
ZD 

n  1 
u.  1 

n  o^ 

U.Z  J 

0.25 

4.98 

MM 

Zo 

low 

1  nn 
1  .uu 

1.7 

400 

M  A 
IN  A 

A  A 

0  A^ 
Z.OD 

2.65 

4.17 

c  7 

0 1 
z  1 

average 

1  A /I 
1 .0'+ 

2.4 

62 

O 

1 1  n 
1 1  .u 

6  74 
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2.29 
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25 

low 

1  ^n 

1  .  OU 

5.2 

22 

O 

1 0  n 
1  y.u 

z.oy 

2.89 

2.86 

1 

—  1 

1 7 

1  / 

nign 

1  00 
1  .yz 

6.6 

66 

A 
4 

0  1 
y.o 

1  7  A 

2.74 

2.90 

0 

T 

M  M 
IN  ivl 

1  10 
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3.8 

48 

1  n 
l  u 

My 
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A  C  A 

—4  56 

5  01 

m  m 
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zo 
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0  nn 

Z.UU 

2  6 

NM 

1 

1 

NM 

—  1  .Oj 

—  1  63 

7  90 

NM 

Zo 

average 

t  /in 
Z.oU 

2  5 

NM 

z 
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1 .95 

1.95 
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1 7 
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4.3 
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1  A 
1 .0 

3  }ft 

3  3ft 

3  40 

1 
1 

1 
1 

M  M 
IN  Ivl 

0  05 

0  1 

M  A 

NM 

—4.97 

—4.97 

NA 

NA 

NA 

N  A 
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NA 

NA 

NA 

0  1  A 

z  1 .0 

^  07 
D.y  r 

5.97 

5.60 

—0 

0 

average 

0  30 

z.oz 

7.6 

39 

0 
— y 

1  n  1 

1U.  1 

0  1  7 

£4.1.1 

2.17 

2.53 

1  7 

1  / 

7 

high 

0  86 

2.9 

40 

14 

114 

2  57 

2.57 

2.83 

10 

5 

upn/  h  ion 
vli  y  11 1  L,  1 1 

0.68 

2.6 

26 

10 

y.o 

0  ^  A 
Z.DO 

2.56 

2.90 

lo 

0/1 
ZH 

high 

n  un 

U.oU 

2.8 

31 

0 

1  G  1 
10.1 

1  /l  ft 

1.48 

0.92 

3ft 
—00 

Oft 
Zo 

average 

n  1  a 
u.  1 0 

1.3 

1 1 

M  A 

IN  rt. 

1  3 
l.O 

n  ^7 

u.d  / 

0.57 

'  1.68 

1 

iyo 

1 0 

low 

n  aa 

1.7 

81 

Q 

on  3 

ZU.O 

1  ft  3 

1.83 

2.20 

zu 

1  0 

high 

1  on 
1  .zu 

4.5 

66 

on 
zu 

Q  7 

y .  / 

3  ni 

O.U  1 

3.01 

3.31 

1  u 

4 

high 

1  00 

2  5 

33 

7 

n  ^ 

U.u 

n  07 
u.z  / 

0.27 

4.41 

M  M 
IN  ivl 

00 

average 

1  40 

2.6 

NM 

7 

D.y 

1  ft  1 
1 .0  1 

1.81 

1 .89 

A 

4 

0  ^ 
ZD 

low 

1  Q0 

1  .yz 

6.4 

106 

0 
y 

y.D 

z.yz 

2.92 

3.23 

1  1 
1  1 

1  c 
1 0 

very  high 

1  04 

3.0 

36 

9 

2.9 

2.90 

2.74 

.2.98 

9 

10 

very  high 

1.16 

3.6 

40 

9 

2.4 

1  SI 

1.51 

1.68 

1 1 

40 

very  low 

1.00 

2.9 

(V, 

1 

5.4 

2.78 

2.78 

2.78 

0 

2 

NM 

0.40 

1.6 

14 

NA 

11.0 

1.35 

1.35 

1.60 

19 

37 

high 

0.60 

1.4 

44 

9 

111 

4.86 

4  Kn 

\  .if, 

12 

38 

very  high 

3.04 

5.5 

M 

26 

Sources 

W  illiam  O'Neil  c 

(  0  We  Institutional  Broker. 

Estimate  System  (IBES),  a  service  of  Lynch,  Jone. 

6  A'w//      Micro  Sc  <■///  /row;  £o//&  Information  Services 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratiov 

Stock  price   — latest  12  months —   price  earnings  


Ticker  5-year      12-month  .       price      relative  to     5-year        latest  1987 

Company  fiscal  year-end  symbol        Exch       high-low    high-low      recent       change       market     high-low    12  months  est 


I  'C  A       C  rmin  f  IlPr 

u 

52- 

13 

S2- 

30 

45'/« 

31% 

108 

14- 

4 

13.5 

12.0 

FG 

49- 

16 

49- 

36 

46  i 

1 

44- 

8 
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8.8 

USG 

n 

47- 

7 

47- 

32 

42"- 

31 

10K 

22- 

4 

12.0 

10.3 

USLife/Dec 

USH 

n 

50- 

15 

50- 

40 

4?  ; 

79 

12- 

4 

9.4 

10.0 

USX/Dec 

X 

n 

33- 

15 

29- 

27  - 

17 

97 

1 

6 

N.M 

?9.5 
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(.  Ian  rOntl  Ow  1  i.lll   L 'Lv. 
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37— 

17 

37- 

26 

25  Vj 

17— 

g 

1 1.4 

1 1.0 

v  lie  ni  energy/  L/ct 

VLO 

37- 

6 

l  2- 

•j 

1  ] 

JO 

107 

24- 

4 

NM 

23.0 

Vallev  Federal  N&I /Dec 

VFED 

o 

36- 

7 

36- 

2i 

34 

1 1 1 

N.M- 

4 

6.4 

NA 

\  j|le\  National  Dec 

VNCP 

o 
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13 

50- 

35 

42  - 

-4 

79 

1 1- 

4 

8.6 

8.2 

VF/Dec 

VFC 

n 

42- 

4 

42- 

26 

41  i 

26 

104 

20- 

4 
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15.2 

\   i  i    ,   ni    Inlofnitmnil    1  1 1 '  (" 

VIA 

52- 

9 
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25 

51V>i 

90 
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NM- 

10 

NM 

60.0 
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39 
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01 
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30 
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7 
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14.3 
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n 

59- 

5 

59- 

36 

56!  ■ 
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44- 

16 
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28.0 
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n 
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6 

40- 

30 
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14 

94 

24- 

7 
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a 

43- 

1  1 
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11 
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64 
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13 

NM 

NM 
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9 
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19 

?r. 

47 
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51 

48 
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9 

18.4 
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2 
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20.4 
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12.3 
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19.2 
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8.6 
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9 

NM 
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20 

66- 
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13.5 

.  ■ : 

Western  Capital  Inv  Dec 
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NA 
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11 
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10 
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36 
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r- 

, 

16.5 

12.0 
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23 
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53 
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14 
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13 
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29 
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16 

96 
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7 

14.3 

13.4 
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43 
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44 

56 

27 
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9 

12.7 

NA 

Wickes  Cos/Jan 
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a 

S- 

2 
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-35 

54 
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8.9 
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8.0 
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36 
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19 
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g 

18.0 

16.6 
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\A 
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30 
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-8 
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7 
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6 

19.T 
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ZE 
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19 
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1 
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NM 
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Earnings    Dividends- 


profit 
margin 

latest 
12  months 
EPS 

1986 
EPS 

pctirn  it  fit 

1987 
EPS 

'87  vs  '86 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 
ratio 

5-year 
growth 
rate 

5.4% 

S3.34 

$3.34 

S3. 76 

13% 

21 

low 

$0.12 

0.3% 

4% 

2% 

6.3 

4.11 

4.11 

5.25 

28 

26 

average 

2.48 

5.4 

60 

y 

8.3 

3.54 

3.54 

4.10 

16 

12 

average 

1.12 

2.6 

32 

16 

7.8 

4.63 

4.63 

4.34 

-6 

16 

high 

1.20 

2.8 

26 

8 

11.4 

-6.53 

-6.53 

0.70 

NM 

20 

very  low 

1.20 

4.3 

NM 

-2 

14.9 

2.26 

2.26 

2.35 

4 

23 

very  high 

2.32 

9.0 

103 

1 

NM 

-4.36 

-4.36 

0.50 

NM 

12 

very  low 

none 

NA 

NA 

NA 

5.4 

5.51 

5.51 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

6.1 

4.97 

4.97 

5.23 

5 

21 

high 

1.44 

3.4 

29 

9 

8.4 

2.05 

2.05 

2.73 

33 

12 

average 

0.72 

1.7 

35 

18 

NM 

-0.26 

-0.26 

0.86 

NM 

9 

low 

0.28 

0.5 

NM 

8 

9.7 

8.40 

8.40 

9.63 

15 

7 

high 

3.40 

2.5 

40 

6 

3.7 

1.59 

1.59 

2.03 

28 

27 

average 

0.24 

0.4 

15 

37 

2.6 

1.61 

1.67 

1.83 

10 

18 

very  high 

0.54 

1.4 

34 

18 

NM 

-0.54 

0.35 

-0.47 

NM 

32 

very  low 

0.16 

1.0 

NM 

26 

6.5 

1.26 

1.26 

1.44 

14 

20 

average 

0.40 

1.3 

32 

NA 

10.0 

4.18 

4.18 

4.09 

-2 

34 

very  high 

1.68 

2.2 

40 

3 

15.7 

7.22 

7.22 

3.87 

-46 

10 

low 

0.48 

1.4 

7 

NA 

8.2 

7.80 

7.80 

9.26 

19 

15 

high 

1.28 

0.7 

16 

-4 

16.0 

2.06 

2.06 

2.40 

17 

6 

average 

2.48 

S  4 

120 

1 

18.4 

1.76 

1.76 

1.37 

-22 

18 

high 

0.36 

0.9 

20 

21 

5.9 

2.13 

2.13 

2.31 

8 

6 

average 

0.64 

1.4 

30 

13 

6.9 

5.03 

5.03 

5.94 

18 

32 

high 

1.56 

3.0 

31 

12 

NM 

-0.05 

-0.05 

0.50 

NM 

24 

low 

0.24 

2.2 

NM 

29 

1.6 

4.41 

4.09 

4.50 

10 

9 

high 

2.20 

3.7 

50 

1 

NM 

-0.77 

-0.77 

2.24 

NM 

5 

low 

none 

NA 

NA 

NA 

5.5 

1.80 

1.80 

NA 

NA 

NA 

NA 

0.24 

1.1 

13 

68 

6.3 

4.42 

4.42 

5.04 

14 

24 

high 

1.40 

2.2 

32 

12 

5.8 

2.48 

2.50 

3.15 

26 

19 

average 

1.00 

2.0 

40 

4 

0.9 

2.71 

2.90 

3.73 

29 

i: 

high 

1.04 

1  5 

38 

7 

3.8 

1.91 

1.91 

3.23 

69 

24 

average 

1.30 

2.3 

68 

0 

5.0 

2.70 

2.70 

2.89 

7 

15 

very  high 

1.10 

2.8 

41 

5 

12.3 

4  41 

4.41 

NA 

NA 

NA 

NA 

2.56 

4.6 

58 

NA 

1.5 

0.28 

0.28 

0.45 

61 

5 

very  low 

none 

NA 

NA 

NA 

6.2 

2.94 

2.94 

3.84 

31 

14 

average 

1.08 

1.7 

37 

6 

NM 

-7.25 

-7.25 

1.79 

NM 

16 

very  low 

1.40 

4.1 

NM 

5 

12.9 

1.95 

1.95 

2.30 

18 

7 

high 

0.72 

2.2 

37 

14 

0.3 

0.87 

-3.96 

1.50 

NM 

1 

NM 

none 

NA 

NA 

NA 

1.3 

2.62 

2.84 

2.84 

0 

10 

high 

1.80 

3.8 

69 

6 

11.2 

4,74 

4.74 

NA 

NA 

NA 

NA 

2.68 

-  3 

57 

X 

10.6 

4.28 

4.28 

4.23 

-1 

15 

very  high 

3.04 

6.1 

71 

7 

4.8 

2.93 

2.93 

3.16 

8 

10 

high 

1.12 

2.5 

38 

7 

3.3 

3.25 

3.25 

3.78 

16 

19 

high 

1.12 

2.3 

34 

2 

7.7 

2.55 

2.55 

2.90 

14 

6 

high 

1.40 

2.7 

55 

12 

3.6 

4.28 

4.28 

5.44 

27 

14 

average 

3.00 

4.1 

70 

0 

3.9 

2.35 

2.35 

2.70 

15 

20 

average 

0.62 

2.0 

26 

15 

1.7 

1.55 

1.55 

2.09 

35 

18 

average 

0.32 

1.0 

21 

48 

NM 

-0.43 

-0.43 

0.81 

NM 

12 

very  low 

none 

NA 

NA 

NA 

6.8 

3.46 

3.46 

4.38 

27 

5 

average 

1.44 

f  1 

42 

10 

Sources'  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  fIBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro-Scan  from  loins  Information  Services; 
Forbes.  
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BEST  WA 
INSURANC 

UNDERSTAND  H0\ 


A  number  of  factors  combined  to  bring  about  the 
current  insurance  crisis. 

First,  some  insurers  forgot  that  their  financial 
health  depended  on  sound  underwriting— the  basic 
business,  of  providing  insurance  coverage.  And  they 
t  lit  their  insurance  rates  in  a  ruinous  price  war. 
c  ibd  because  interest  rates  were  high,  they 
rierit  ncomc  to  make  up  for  their 


Third,  an  explosion  in  litigation  fueled  by 
enormous  liability  awards  in  our  civil  courts  i 
it  virtually  impossible  for  insurers  to  predict  1 
losses  and  therefore  set  realistic  rates. 

It's  time  to  learn  from  our  mistakes.  The 
mistakes  weren't  made  by  insurance  companie: 
alone.  By  demanding  ever  lower  rates  and  by 
allowing  the  civil  courts  to  award  ever  higher  li, 
judgments,  society  itself  helped  create  the  crisi 


WTOF 
RISIS  IS  TO 

IE  GOT  INTO  IT. 


if  we  allow  it  to  continue,  society  itself  will 
biggest  loser.  Because.the  very  capacity  of 
"s  to  write  future  insurance  depends  on  their 
to  build  financial  reserves  and  to  predict 
accurately.  In  fact,  we've  already  seen 
d  capacity  in  many  kinds  of  insurance, 
purpose  of  insurance  is  simply  to  spread 
/hen  the  cost  of  covering  the  risks  becomes 
:ant,  we  all  pay.  Through  higher  premiums 


and  ultimately  through  higher  costs  for  the  prod- 
ucts and  services  provided  by  insured  businesses. 

At  AIG,  we  feel  that  the  crisis  won't  be  over  until 
all  of  us  in  society  stop  pulling  apart.  And  start 
pushing  together  to  solve  the  problem. 

/IP)  AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 

Our  Policies  Are  Your  Best  Insurance. 


. .  ■ 

: 


Where  to  find  The  Forbes  500s 


This  section  lists  basic  data  on  the  790  comfi 
nies  in  The  Forbes  500s.  Address,  telephoi 
industry  group  and  CEO  are  included. 


ADDRESSES 


Abbott  Laboratories 
Route  137  &  Waukegan  Road 
Abbott  Park,  IL  60064 
312-937-6100 

CEO:  Robert  A  Schoellhom 
Health-drugs 
Health-medical  supplies 

Alco  Health  Services 
PO  Box  959 

Valley  Forge,  PA  19482-0959 
215-296-4480 

CEO:  (ohn  H  Kennedy 
Health-drugs 

Allied  Bancshares 
PO  Box  1515 
Houston,  TX  77251 
713-224-6611 

CEO:  Gerald  H  Smith 
Bank-South  central 

Aetna  Life  &  Casualty 
151  Farmington  Avenue 
Hartford,  CT  06156 
203-273-0123 

CEO:  (ames  T  Lynn 
Insurance-diversified 

Alco  Standard 
PO  Box  834 

Valley  Forge,  PA  19482-0834 
215-296-8000 

CEO:  Ray  B  Mundt 

Conglomerate 

Office  products  &  services 

Allied-Signal 
PO  Box  4000R 
Morristown,  NJ  07960 
201-455-2000 

CEO:  Edward  L  Hennessy  Jr 
Aerospace  &  defense 
Automotive  parts 

Affiliated  Bankshares  of  Colorado 

1125  17th  Street 

Denver,  CO  80202 

303-296-7788 

CEO:  Leo  Hill 

Bank-West 

Alexander  &  Alexander  Services 
1211  Avenue  of  the  Americas 
New  York,  NY  10036 
212-840-8500 

CEO:  (ohn  A  Bogardus  Jr 
Insurance-  broker 

Aluminum  Co  of  America 
1501  Alcoa  Building 
Pittsburgh,  PA  15219 
412-553-4545 

CEO:  Charles  W  Parry 
Metals-nonferrous 

Affiliated  Publications 

135  Morrissey  Boulevard 

Boston,  MA  02107 

617-929-3300 

CEO:  William  O  Taylor 

Publishing 

Alexander  &  Baldwin 
PO  Box  3440 
Honolulu,  HI  96801 
808-525-6611 

CEO:  Robert  J  Pfeiffer 
Shipping 

AMAX 
Amax  Center 

Greenwich,  CT  06836-1700 

203-629-6000 

CEO:  Allen  Born 

Metals-nonferrous 

Coal 

HF  Ahmanson 

3731  Wilshire  Boulevard 

Los  Angeles,  CA  90010 

213-487-4277 

CEO:  Richard  H  Delhi 
Thnft  institution 

Alleghany 

Park  Avenue  Plaza 

New  York,  NY  10055 

212-752-1356 

CEO:  Fred  M  Kirby 
Financial  company 
Metals-steel 

Amdahl 

Box  3470 

Sunnyvale,  CA  94088-3470 
408-746-6000 

CEO:  (ohn  C  Lewis 
Computers 

Air  Products  &  Chemicals 
PO  Box  538 
Allentown,  PA  18105 
215-481-4911 

CEO:  Dexter  F  Baker 
Chemicals-specialized 

Allegheny  International 
PO  Box  456 
Pittsburgh,  PA  15230 
412-562-4000 

CEO:  Oliver  S  Travers 

Conglomerate 

Appliances 

Amerada  Hess 

.1185  Avenue  of  the  Americas 
New  York,  NY  10036 
212-997-8500 

CEO:  Leon  Hess 
Oil-other  oil  &  gas 

Albertson's 
PO  Box  20 

Boise,  ID  83726 
208-385-6200 

CEO:  Warren  E  McCain 
Supermarkets-major 

Allegheny  Power  System 
320  Park  Avenue 
New  York,  NY  10022 
212-752-2121 

CEO:  Klaus  Bergman 
Electric  utility-Northeast 

American  Brands 
PO  Box  819 

Old  Greenwich,  CT  06870-0819 
203-698-5000 

CEO:  Edward  W  Whittemore 

Conglomerate 

Tobacco 
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nerican  Can 
)  Box  3610 

eenwich,  CT  06836-3610 
3-552-2000 

•O:  Gerald  Tsai  Jr 
5urance-life  &  health 
tailing-miscellaneous 

American  International  Group 

70  Pine  Street 

New  York,  NY  10270 

212-770-7000 

CEO:  Maurice  R  Greenberg 
Insurance-diversified 

AmenFirst  Federal  Savings  &  Loan 
PO  Box  026029 
Miami,  FL  33102-6029 
305-577-6100 

CEO:  Thomas  R  Bomar 
Thrift  institution 

nerican  Capital 

55  Biscayne  Boulevard 

ami,  FL  33137 

5-754-5555 

LO.  lack  D  Burstein 
irift  institution 

American  Medical  International 
414  North  Camden  Drive 
Beverly  Hills,  CA  90210 
213-2^8-6200 

CEO:  Walter  L  Weisman 
Health-services 

Ameritech 

30  South  Wacker  Drive 
Chicago,  IL  60606 
312-750-5000 

CEO:  William  L  Weiss 
Telecomm-carrier 

nerican  Continental 
35  East  Camelback  Road 
oenix,  AZ  85016 
2-957-7170 

LO:  Charles  H  Keating  Jr 
irift  institution 

American  Motors 
27777  Franklin  Road 
Southfield,  MI  48034 
313-827-1000 

CEO:  loseph  E  Cappy 
Automobiles  &  trucks 

AmeriTrust 

900  Euclid  Avenue 

Cleveland,  OH  44115-1461 

216-687-5000 

CEO:  Jerry  V  Jarrett 
Bank-North  central 

nerican  Cyanamid 
le  Cyanamid  Plaza 
ayne,  N)  07470 
1-831-2000 

LO:  George  J  Sella  Jr 
lemicals-di  versified 
'alth-drugs 

American  National  Insurance 
1  Moody  Plaza 
Galveston,  TX  77550 
409-763-4661 

CEO:  Orson  C  Clay 
Insurance-life  &  health 

Ames  Department  Stores 

2418  Main  Street 

Rocky  Hill,  CT  06067-0801 

203-563-8234 

CEO:  Herbert  Oilman 
Retaihng-discount  &  variety  stores 

nerican  Electric  Power 
le  Riverside  Plaza 
•lumbus,  OH  43215 
4-223-1000 

lO:  Willis  S  White  Jr 
:ctric  utility-North  central 

American  Petrofina 

8350  North  Central  Expressway 

Dallas,  TX  75206 

214-750-2400 

CEO:  Kenneth  W  Perry 
Oil-other  oil  &.  gas 

Amfac 

PO  Box  7813 

San  Francisco,  CA  94120 

415-772-3370 

CEO:  Ronald  R  Sloan 
Conglomerate 

Food  processor-commodities 

nerican  Express 
nerican  Express  Plaza 
:w  York,  NY  10285-4805 
2-640-2000 

LO:  James  D  Robinson  III" 
lancial  company 

American  President  Cos  Ltd 
1800  Harrison  Street 
Oakland,  CA  94612 
415-272-8000 

CEO:  W  Bruce  Seaton 
Shipping 

Amoco 

200  East  Randolph  Drive 
Chicago,  IL  60601 
312-856-6111 

CEO:  Richard  M  Morrow 
Oil-international 

nerican  Family 
32  Wynnton  Road 
ilumbus,  GA  31999 
4-323-3431 

LO:  John  B  Amos 
surance-life  &.  health 

American  Savings  Bank  FSB 
380  Madison  Avenue 
New  York,  NY  10017 
212-880-7600 

CEO:  [ohn  T  Morgan 
Thrift  institution 

AMP 

470  Friendship  Road 
Harrisburg,  PA  17105 
717-564-0100 

CEO:  Walter  F  Raab 
Electronic  equipment 

nerican  General 
)  Box  3247 
)uston,  TX  77253 
3-522-1111 

LO:  Harold  S  Hook 
>urance-di  versified 

American  Standard 
40  West  40th  Street 
New  York,  NY  10018 
212-703-5100 

CEO:  William  B  Boyd 
Commercial  builder 
Construction  materials/Railroads 

AMR 

PO  Box  619616 

DFW  Airport,  TX  75261-9616 

817-355-1234 

CEO:  Robert  L  Crandall 
Air  transport-passenger 

nerican  Greetings 
500  American  Road 
eveland,  OH  44144 
6-252-7300 

LO:  Irving  I  Stone 
blishing 

American  Stores 
PO  Box  27447 

Salt  Lake  City,  UT  84127-0447 
801-539-0112 

CEO:  Lenme  S  Skaggs 

Health-drugs 

Supermarkets-maior 

AmSouth  Bancorporation 
PO  Box  11007 
Birmingham,  AL  35288 
205-320-7151 

CEO:  John  W  Woods 
Bank-Southeast 

nerican  Home  Products 

5  Third  Avenue 

:w  York,  NY  10017-4085 

2-878-5000 

iO:  John  R  Stafford 
.•alth-drugs 

od  processor-branded  foods 

American  Telephone  &  Telegraph 
550  Madison  Avenue 
New  York,  NY  10022 
212-605-5500 

CEO:  James  E  Olson 
Telecomm-carrier 

Anadarko  Petroleum 
PO  Box  1330 
Houston,  TX  77251-1330 
713-875-1101 

CEO:  Robert  J  Allison  Jr 
Oil-other  oil  &  gas 
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Anheuser-Busch  Cos 

One  Busch  Place 

St  Louis,  MO  631 18-1852 

314-577-2000 

CEO:  August  A  Busch  III 
Beverages-alcoholic 

Atlantic  Richfield 
51  d  South  Flower  Street 
Los  Angeles,  CA  90071 
213-486-3511 

CEO:  Lodwnck  M  Cook 
Oil-other  oil  &  gas 

Banco  Popular  de  Puerto  Rico 
uru  dux  -   1 1  ■ 

San  |uan,  PR  00936 
809-765-9800 

CEO:  Rafael  Carrion  (r 
Bank-Southeast 

Apple  Bank  for  Savings 
205  East  42nd  Street 
New  York,  NY  10017 
21 2-5"' 3-8000 

CEO:  lerome  R  McDougal  (r 
Thrift  institution 

Automatic  Data  Processing 
wn c  -A u r  oouiL\dru 
Roseland,  NJ  07068 
201-994-5000 

CEO:  losh  S  Weston 
Office  products  &.  services 

BancOklahoma 
pn  Rnv  7"inn 

l\J  DUX  fcJUU 

Tulsa,  OK  74192 
918-588-6000 

CEO:  Leonard  J  Eaton  )r 
Bank-South  central 

Apple  Computer 
20525  Mariani  Avenue 
Cupertino,  CA  95014 
408-996-1010 

CEO:  John  Sculley 
Computers 

Avnet 

767  Fifth  Avenue 
New  York,  NY  10153 
212-644-1050 

CEO:  Anthony  R  Hamilton 
Semiconductors 

Bancorp  Hawaii 

rU  DOX  Z  'UU 

Honolulu,  HI  96846 
808-537-8111 

CEO:  Frank  (  Manaut 
Bank-West 

Archer  Daniels  Midland 
4666  Faries  Parkway 
Decatur,  IL  62525 
217-424-5200 

CEO:  Dwayne  O  Andreas 
Food  processor-commodities 

Avon  Products 
9  West  57th  Street 
New  York,  NY  10019 
212-546-6015 

CEO:  Hicks  B  Waldron 
Personal  products 

Bank  of  Boston 
100  Federal  Street 
Boston,  MA  02110 
617-434-2200 

CEO:  William  L  Brown 
Bank-multinational 

Arkla 

FU  Box  217J4 
Shreveport,  LA  71 151 
318-226-2700 

CEO:  Thomas  F  McLarty  III 
Natural  gas-integrated 

AZP  Group 

r  U  DOX  0  5  VUU 

Phoenix,  AZ  85072-3900 
602-234-1142 

CEO:  Keith  L  Turley 
Electric  utility-West 

Bank  of  New  England 
28  State  Street 
Boston,  .MA  02109 
617-742-4000 

CEO:  Walter  I  Connolly  |r 
Bank-Northeast 

Armco 

300  Interpace  Parkway 
Parsippany,  NJ  07054-0324 
201-316-5200 

CEO:  Robert  E  Bom 
Metals-steel 

Baker  International 

r\J  DOX  4  '4U 

Houston,  TX  77210-4740 
713-439-8600 

CEO:  Earnest  H  Clark  Jr 
Oilfield  services 

Bank  of  New  York 

1ft   Will    vir  i 

4o  vi  an  street 

New  York,  NY  10286 

212-530-1784 

CEO:  John  Carter  Bacot 
Bank-Northeast 

Armstrong  World  Industries 

dm  r   *  mm 
r\J  BOX  jUUl 

Lancaster,  PA  17604 
717-397-0611 

CEO:  loseph  L  (ones 
Construction  materials 

Ball  Corp 

r\J  BOX  Z4U  / 

Muncie,  IN  47307-0407 
317-747-6100 

CEO:  Richard  M  Ringoen 
Packaging 

Bank  South 

rU  DOX  vZ 

Atlanta,  GA  30302 
404-529-4111 

CEO:  Robert  P  Guyton 
Bank-Southeast 

Ashland  Oil 
rU  DOX  ivl 
Ashland,  KY  41114 

606-329-3333 
CEO:  John  R  Hall 
Oil-other  oil  &  gas 

Bally  Manufacturing 

8700  West  Bryn  Mawr  Avenue 

Chicago,  IL  60631 

312-399-1300 

CEO:  Robert  E  Mullane  Jr 

Entertainment 

Hotels  &  gaming 

BankAmerica 
BOX  iT000 

San  Francisco,  CA  941 37 
415-622-3456 

CEO:  Alden  W  Clausen 
Bank-multinational 

Atlantic  Citv  Electric 
rLJ  DOX  1 zu4 
Pleasantville,  NJ  08232 
609-645-4100 

CEO:  E  Douglas  Huggard 
Electric  utility-Northeast 

Baltimore  Gas  &  Electric 
FU  Box  14/d 
Baltimore,  AID  21203 
301-234-5000 

CEO:  Bernard  C  Trueschler 
Electric  utility-Northeast 
Natural  gas— distributor 

Bankers  Trust  New  York 
280  Park  Avenue 
New  York,  NY  1001T 
212-250-2500 

CEO:  Alfred  Bnttain  ffl 
Bank-multinational 

Atlantic  Financial  Federal 

~nI1  M'lfiniTiPnt  Xli\ii\ 

J\f              1  '  '  i         -    l    1  tVUdU 

Bala  Cynwvd,  PA  19004 
215-668-9440 

CEO.  Donald  R  Caldwell 
Thrift  institution 

Banc  One 

100  East  Broad  Street 
Columbus,  OH  43215 
614-248-5944 

CEO:  John  B  McCoy 
Bank-North  central 

Banks  of  Mid-America 

DM  Rnv  T^ft 1ft 
CVJ  DOX  ZDo4o 

Oklahoma  City,  OK  73125 
405-231-6000 

CEO:  lohn  W  McLean 
Bank-Southeast 
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BanPonce 

PO  Box  C— 3108 

San  |uan,  PR  00936 

809-754-9400 

CEO:  Alberto  M  Paracchini 

Bank-Southeast 

Beneficial  Corp 
1100  Carr  Road 
Wilmington,  DE  19899 
302-^98-0800 

CEO:  Finn  M  W  Caspersen 
Financial  company 
Insurance-diversified 

Boeing 

PO  Box  3707 

Seattle,  W  A  98124 

206-655-2121 

CEO:  Frank  A  Shrontz 
Aerospace  &.  defense 

CR  Bard 

731  Central  Avenue 
Murray  Hill,  N]  07974 
201-277_8000 

(.EO:  Robert  H  McCaffrey 
*  Health-medical  supplies 

Benj  Franklin  Federal  S&.L 
501  SE  Hawthorne  Boulevard 
Portland,  OR  97214 
503-248-1234 

CEO:  G  Dale  Weight 
Thnft  institution 

Boise  Cascade 
One  lefferson  Square 
Boise,  ID  83728 
208-384-6161 

CEO:  lohn  B  Fery 
Paper 

Packaging/Lumber 

Barnett  Banks  of  Florida 
PC  Box  40789 
(acksonville,  FL  32231 
904-791-7720 

CEO:  Charles  E  Rice 
Bank-Southeast 

Bergen  Brunswig 
4000  Metropolitan  Drive 
Orange,  CA  92668-3510 
714-385-4000 

CEO:  Emil  P  Martini  Ir 
Health-drugs 

Borden 

277  Park  Avenue 
New  York,  NY  10172 
212-573-4000 

CEO:  Romeo  I  Ventres 

Food  processor-branded  foods 

Chemicals-diversified 

Bausch  &.  Lomb 
PO  Box  54 

Rochester.  NY  14601 
716-338-6000 

CEO:  Daniel  E  Gili 
Health-drugs 

Berkshire  Hathaway 
1440  Kiewit  Plaza 
Omaha,  NE  68131 
402-346-1400 

CEO:  Warren  E  Buffett 
Conglomerate 

Insurance-property  &.  casualty 

Borg-W  arner 

200  South  Michigan  Avenue 
Chicago,  IL  60604 
312-322-8500 

CEO:  Clarence  E  Johnson 
Automotive  parts 

Chemicals-diversitied  'Office  prods  &  svcs 

Baxter  Travenol  Laboratories 
One  Baxter  Parkway 
Deerfield,  1L  60015 
312-948-2000 

CEO:  Vernon  R  Loucks  Ir 
Health-medical  supplies 

Best  Products 
PO  Box  26303 
Richmond,  YA  23260 
804-261-2000 

CEO:  Robert  E  R  Huntley 
Retailing-catalog  showrooms 

Boston  Edison 
800  Bovlston  Street 
Boston,  MA  02199 
617-424-2000 

CEO:  Stephen  1  Sweeney 
Electnc  utility-Northeast 

BavBanks 

175  Federal  Street 

Boston,  MA  02110 

617-482-1040 

CEO:  William  M  Crozier  Jr 
Bank-Northeast 

Bethlehem  Steel 
Martin  Tower 
Bethlehem,  PA  18016 
215-694-2424 

CEO:  Walter  F  Williams 
Metals-steel 

Bowater 

PO  Box  4012 

Darien,  CT  06820-4012 

203-656-7200 

CEO:  Anthony  P  Gammie 
Paper 

Bear  Steams  Companies 
55  Water  Street 
New  York,  NY  10041 
212-952-5000 

CEO:  Alan  C  Greenberg 
Brokerage  house 

Beverlv  Enterprises 
PO  Box  90130 
Pasadena.  CA  91109-5130 
818-577-61H 

CEO:  Robert  Van  Tuyle 
Health-services 

Branch  Corp 
PO  Box  1847 
W  ilson,  NC  27893 
919-399-4291 

CEO:  L  Vincent  Lowe  Jr 
Bank- Southeast 

Becton  Dickinson 

One  Becton  Drive 

Franklin  Lakes,  N)  0T4r-1880 

201-848-6800 

CEO:  Wesley  I  Howe 
Health-medical  supplies 

Black  &  Decker 
701  East  (oppa  Road 
Towson,  MD  21204 
301-583-3900 

CEO:  Nolan  D  Archibald 
Appliances 

Bristol-Mvers 
345  Park  Avenue 
New  York,  NY  10154 
212-546-4000 

CEO:  Richard  L  Gelb 
Health-drugs 
Personal  products 

Bell  Atlantic 
1600  Market  Street 
Philadelphia,  PA  19103 
215-963-6000 

CEO:  Thomas  E  Bolger 
Telecomm-camer 

H&.R  Block 
4410  Main  Street 
Kansas  City,  MO  64111 
816-753-6900 

CEO:  Henry  W  Bloch 
Financial  company 
Office  products  &  services 

Brown-Forman 
PO  Box  1080 
Louisville,  KY  40201 
502-585-1100 

CEO:  W  L  Lyons  Brown  Ir 
Beverages-alcoholic 

BellSouth 

675  West  Peachtree  Street  NE 
Atlanta,  GA  30375 
404-420-8600 

CEO:  John  L  Clendemn 
Telecomm-carrier 

Boatmen's  Bancshares 

PO  Box  236 

St  Louis,  MO  63166 

314-425-^500 

CEO:  Donald  N  Brandin 
Bank-North  central 

Brown  Group 

PO  Box  29 

St  Louis,  MO  63166 

314-854-4000 

CEO:  Bernard  A  Bndgewater  Ir 
Retaihng-shoe  stores 
Shoe  manufacturer 

FORBES,  APRIL  27.  1! 


us  15/100  of  an  inch,  and  we'll  take  a  mile. 


It's  actually  more  like  8,500  miles. 
That's  how  much  more  lumber 
our  logs  yield  today  thanks  to  a 
piece  of  technology  we  found 
called  the  thin-kerf  saw 

Just  15/100  of  an  inch  thinner 
than  the  old  saw,  the  new  thin- 
kerf  saw  cut  waste  by  50%  and 
yielded  an  increase  of  45  mil- 
lion board  feet  of  lumber  a  year. 
Enough  wood  to  build  4,500 
houses.  Or  a  four-foot  fence 
from  Maine  to  California.  Our 
yield  grew  dramatically  and  so 
did  our  profitability 

Every  day  that  dawns, 
Georgia-Pacific  people  are  at 
work  searching  for  innovative 
ways  to  cut  manufacturing  costs 
and  increase  profitability  even 
more.  Because  we  are  committed 
to  maintaining  our  leadership  posi- 
tion as  one  of  the  lowest-cost 
producers  of  wood  products  in 
the  industry  And  15/100  of  an 
inch  is  just  one  measure  of 
our  success. 

Manufacturing  Savvy. 
I  From  The  Ground  Up. 

rf  GeorgiaFfecific  ^ 


For  more  information  about 
Georgia-Pacific  write  or  call: 
Director- Financial  Communications 
Georgia-Pacific  Corporation 
P.O.  Box  105605 
Atlanta,  GA  W148-5605 
(404)  521-4721 

©1987  Georgia-Pacific  Corporation  am  rights  reserved 
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Browning-Ferris  Industries 
PO  Box  3151 
Houston,  TX  77253 
713-870-8100 

CEO:  Harry  I  Phillips  Sr 
Industrial  services 

Carolina  Power  &  Light 

rt J  BOX  15^1 

Raleigh,  NC  27602 
919-836-6111 

CEO:  Sherwood  H  Smith  |r 
Electric  utility-Southeast 

Centex 

pr  i  Unv  i  onnn 
r\j  dox  I  /uuu 

Dallas,  TX  7521') 

214-559-6500 

CEO:  Paul  R  Seegers 
Commercial  builder 
Residential  builder 

Brunswick 

One  Brunswick  Plaza 
Skokie,  IL  60077 
312-470-4700 

CEO:  lack  F  Reichert 
Recreation 

Carson  Pirie  Scott 

36  South  Wabash  Avenue 

Chicago,  IL  60603 

312-245-8000 

CEO:  Peter  S  Willmott 
Retailing-department  stores 
Food  distributor-wholesale 

Central  &  South  West 

Df\    11 1\  V-    ,     ,    III;  ] 

1  K)  nOX  00UI04 

Dallas,  TX  75266-0164 
214-754-1000 

CEO:  Durwood  Chalker 
Electric  utility-South  central 

Burlington  Industries 
PO  Box  21207 
Greensboro,  NC  27420 
919-379-2000 

CEO:  Frank  S  Greenberg 
Textile  manufacturer 
Home  furnishings 

Carter  Hawiey  Hale  Stores 

F(J  Box  1  /VOZ 

Los  Angeles,  CA  90017 

213-620-0150 

CEO:  Philip  M  Hawiey 
Retailing-department  stores 
Retaihng-apparcl 

Central  Bancorporation 
201  East  5th  Street 
Cincinnati,  OH  45202 
513-651-8000 

CEO:  Oliver  W  Birckhead 
Bank-North  central 

Burlington  Northern 
999  Third  Avenue 
Seattle,  WA  98104-4097 
206-467-3838 

CEO:  Richard  M  Bressler 
Railroads 

Natural  gas-prod  &  pipehner 

Carteret  Savings  Bank 
200  South  Street 
Morristown,  NJ  07960 
201-326-1000 

CEO:  Robert  B  O'Brien  Jr 
Thrift  institution 

Central  Bancshares  of  the  South 
/Ul  souin  zOtn  Mreet 
Birmingham,  AL  36233 
205-933-3000 

CEO:  Harry  B  Brock  |r 
Bank-Southeast 

Cabot 

950  Winter  Street 
Waltham,  MA  02254-9073 
617-890-0200 

CEO:  Robert  A  Charpie 
Oil-other  oil  &.  gas 
Chemicals-specialized 

Castle  &  Cook 

10900  Wilshire  Boulevard 

Los  Angeles,  CA  90024 

213-824-1500 

CEO:  David  H  Murdock 
Food  processor-branded  foods 

Central  Fidelity  Banks 
Ft)  box  Z'bUl 
Richmond,  VA  23261 
804-782-4000 

CEO:  Carroll  L  Same 
Bank-Mid-Atlantic 

CalFed 

5670  Wilshire  Boulevard 
Los  Angeles,  CA  90036 
213-932-4200 

CEO:  George  P  Rutland 
Thrift  institution 

Caterpillar 

100  Northeast  Adams  Street 
Peoria,  IL  61629-7310 
309-675-1000 

CEO:  George  A  Schaefer 

Heavy  equipment-building  ix  mining 

Central  Hudson  Gas  &  Electric 
284  South  Avenue 
Poughkeepsie,  NY  12601-4879 
914-452-2000 

CEO:  John  E  Mack  III 
Electric  utility-Northeast 

California  First  Bank 

i->{)  Calitorma  Street 

San  Francisco,  CA  94104-1476 

415-445-0200 

CEO:  Seishichi  Itoh 
Bank-West 

CBS 

51  West  52nd  Street 
New  York,  NY  10019 
212-975-4321 

CEO:  Laurence  A  Tisch 

Broadcasting 

Entertainment 

Central  Illinois  Public  Service 
607  East  Adams  Street 
Springfield,  IL  62739 
217-523-3600 

CEO:  Donald  G  Raymer 
Electric  utility-North  central 
Natural  gas-distributor 

Campbell  Soup 
Campbell  Place 
Camden,  N|  08103-1^99 
609-342-4800 

CEO:  R  Gordon  McGovern 
Food  processor-branded  foods 

Centel 

8725  Higgins  Road 

Chicago,  IL  60631 

312-399-2500 

CEO:  [ohn  P  Frazee  )r 

Telecomm-carrier 

CenTrust  Savings 
101  East  Flagler  Street 
Miami,  FL  33131 
305-376-5000 

CEO:  David  L  Paul 
Thrift  institution 

Capital  Cities/ABC 
24  East  51st  Street 
New  York,  NY  10022 
212-421-9595 

CEO:  Thomas  S  Murphy 

Publishing 

Broadcasting 

Centerior  Energy 

PO  Box  94661 

C  leveland,  OH  44101-4661 

216-447-3100 

CEO:  Robert  M  Ginn 
Electric  utility-North  central 

CertainTeed 

PO  Box  860 

Valley  Forge,  PA  19482 

215-341-7000 

CEO:  Michel  L  Besson 
Construction  materials 

Capital  Holding 

PO  Rnv  3">Rin 

Louisville,  KY  40232 
502-560-2000 

CHO:  Thomas  C  Simons 
insurance-fife  &.  health 

Centerre  Bancorporation 
One  Centerre  Plaza 
St  Louis,  MO  63101 
314-554-6000 

CEO:  Clarence  C  Barksdale 
Bank-North  central 

Champion  International 
One  Champion  Plaza 
Stamford,  CT  06921 
203-358-7000 

CEO:  Andrew  C  Sigler 

Paper 

Lumber 
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Last  year  we  created  over  3  million  tons  of  paperwork. 


Surprised?  You  shouldn't  be. 
Just  consider  this.  If  you  add  up 
all  of  the  linerboard,  all  of  the 
offset  paper,  computer  paper, 
fine  printing  paper  and  tissue 
Georgia-Pacific  produces,  you're 
talking  about  one  of  the  largest 
paper  companies  in  the  world.  In 
fact,  paper  currently  represents 
fully  one-third  of  our  total  busi- 
ness. Over  $2  billion.  In  just  five 
years,  Georgia-Pacific  has  grown 
its  paper  production  by  well  over 
50% .  And  we  are  looking  for- 
ward to  even  more  substantial 
gains  in  the  next  five  years. 

The  commitment  to  growing 
our  paper  business  is  stronger  than 
ever  as  we  continue  to  upgrade 
and  expand  our  production 
capabilities.  At  Georgia-Pacific 
we  are  constantly  on  the  lookout 
for  ways  to  turn  our  paper  busi- 
ness into  paper  money. 

Business  Savvy. 
From  The  Ground  Up. 


Georgia-fecific  ^ 


For  more  information  about 
Georgia-Pacific  write  or  call: 
Director-Financial  Communications 
Georgia-Pacific  Corporation 
P.O.  Box  10 '560 5 
Atlanta,  GA  30348-5605 
(404)  521-4721 

©1987  Georgia-Pacific  Corporation  All  rights  reserved 


Where  to  find  The  Forbes  500s  1 

Charming  Shoppes 
450  Winks  Lane 
Bensaletu.  PA  19020 
215-245-9100 

CEO:  Moms  Sidewater 
Retaihng-apparel 

Circle  K 

PO  Box  32084 

Phoenix,  AZ  85072-2084 

602-253-9600 

CEO:  Karl  Eller 

Convenience  stores 

1 

Coca-Cola  Enterprises 
une  coca-cola  rlaza  .\  » 
Atlanta,  GA  30313 
404-6 ''6-2100 

CEO:  Brian  G  Dyson 
Beverages-soft  dnnks 

Chase  Manhattan 

One  Chase  Manhattan  Plaza 

New  York,  NY  10081 

212-552-2222 

CEO  Willard  C  Butcher 
Bank-multinational 

Citadel  Holding 

600  North  Brand  Boulevard 

Giendale,  CA  91203 

818-956-7100 

CEO:  Gerald  D  Barrone 
Thrift  institution 

Colgate-Palmolive 
iuu  t  jtk  .-\\enue 
New  York,  NY  10022 
212-310-2000 

CEO:  Reuben  Mark 
Personal  products 

Chemical  New  York 
27T  Park  Avenue 
New  York,  NY  101T2 
212-310-6161 

CEO:  Walter  V  Shipley 
Bank-multinanonal 

Citicorp 

'Mi     D..I.       \  .nun 

New  York,  NY  10043 
212-559-1000 

CEO:  lohn  S  Reed 
Bank-multinational 

Colorado  National  Bankshares 

rU  BOX  3  luo 

Denver,  CO  80217 
303-629-1968 

CEO:  Will  F  Nicholson  Jr 
Bank-West 

Chevron 

225  Bush  Street 

San  Francisco,  CA  94104-4289 

415_894-T-,00 

CEO:  George  M  Keller 
Oil-international 

Citizens  &.  Southern 

T)  /  A   U  ,.  i  4QAA 

rU  box  -+avy 

Atlanta,  GA  30302-4899 

404-581-2121 

CEO:  Bennett  A  Brown 
Bank- Southeast 

Colt  Industries 
430  Park  Avenue 
New  York,  NY  10022 
212-940-0400 

CEO:  David  I  Margolis 
Automotive  parts 

Aerospace  &.  defense  Heavy  equip-indusni 

Chrvsler 

PO  Box  1919 

Detroit,  MI  48288-1919 

313-956-2894 

CEO:  Lee  A  Iacocca 
Automobiles  &  trucks 

Citv  National 

4UU  -Nortn  KoxDurv  Drive 

Beverlv  Hills,  CA  90210 

213-550-5400 

CEO:  Bram  Goldsmith 
Bank-West 

Columbia  Gas  System 
20  Montchanin  Road 
Wilmington,  DE  19807 
302-429-5000 

CEO:  lohn  H  Croom 
Natural  gas-integrated 

■  

Chubb 

PO  Box  1615 

Warren,  N)  0"'061-1615 

201-580-2000 

CEO:  Henry  U  Harder 

Insurance-property  is.  casualty 

CitvFed  Financial 

PO  Box  2872 

Palm  Beach,  FL  33480 

305-655-5919 

CEO:  Alfred  |  Hedden 
Thrift  institution 

Columbia  Savings  &.  Loan  Assn 

oo  t  f\  ui!l_  LI  r>  i  i 

8840  Vwlsnire  Boulevard 
Beverlv  Hills,  CA  90211 
213-657-6134 

CEO:  Thomas  Spiegel 
Thrift  institution 

Cigna 

One  Logan  Square 
Philadelphia,  PA  19103 
215-55"'-5000 

CEO:  Robert  D  Kilpatnck 
Insurance-diversified 
Financial  company 

Clorox 

1221  Broadwav 
Oakland,  CA  94612 
415-2^1-^000 

CEO:  Charles  R  Weaver 
Household  products 

Combined  International 
123  North  Wacker  Drive 
Chicago,  IL  60606 
312-701-3000 

CEO:  Patrick  G  Ryan 
Insurance— diversified 

Cincinnati  Bell 
PO  Box  2301 
Cincinnati.  OH  45201 
513-39^-9900 

CEO:  Dwight  H  Hibbard 
Telecomm-carrier 

Coast  Savings  &.  Loan  Assn 
855  South  Hill  Street 
Los  Angeles,  CA  90014 
213-624-2110 

CEO:  Ray  Martin 
Thrift  institution 

Combustion  Engineering 
PO  Box  9308 
Stamford,  CT  06904 
203-329-8771 

CEO:  Charles  E  Hugel 
Heavy  equipment-industrial 

Cincinnati  Financial 
PO  Box  145496 
Cincinnati,  OH  45214-5496 
513-870-2000 

CEO:  lohn  I  Schiff 
Insurance-diversified 

Coastal  Corp 

9  Greenwav  Plaza 

Houston,  TX  T'046 

713-877-1400 

CEO:  Oscar  S  Wyatt  Ir 

Oil-other  oil  ex  gas 

Natural  gas-prod  pipeliner 

Comdisco 

6400  Shafer  Court 

Rosemont.  IL  60018 

312-698-3000 

CEO:  Kenneth  N  Pontikes 
Office  products  &  services 

Cincinnati  Gas  &  Electric 

PO  Rnv  o#*n 

l  KJ  DUX  VOU 

Cincinnati.  OH  45201 
513-3S1-2000 

CEO:  lackson  H  Randolph 
Electric  utiiity-North  central 
Natural  gas-distributor 

Coca-Cola 

(Jne  Coca-Cola  rlaza  a\\ 
Atlanta.  GA  30313 
404-6 "'6-2121 

CEO:  Roberto  C  Goizueta 
Beverages— soft  drinks 

Comerica 

211  West  tort  street 
Detroit,  MI  48275 
313-222-3300 

CEO:  Donald  R  Mandich 
Bank-North  central 
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To  millions  of  do-it-yourselfers, 
le  name  Georgia-Pacific  hits  the  nail  right  on  the  head. 


more  information  about 
rgia- Pacific  write  or  call: 
?ctor- Financial  Communications 
rgia- Pacific  Corporation 
Box  105605 
nta.  GA  30348-5605 
i)  521-4721 

7  Georgia-Pacific  Corporation  All  rights  reserved 


The  reason  is  simple.  As  the 
premier  supplier  to  the  retail 
home-improvement  market, 
Georgia-Pacific  is  the  strongest, 
most  widely  recognized,  and  just 
plain  visible  name  in  the  business. 

Through  the  manufacture  and 
distribution  of  the  broadest  line 
of  home  repair  and  remodeling 
products,  a  comprehensive  dealer 
support  program,  as  well  as  our 
successful  consumer  literature 
program,  Georgia-Pacific  is  strate- 
gically positioned  to  garner  an  ever 
increasing  share  of  a  business  that 
is  expected  to  leap  upwards  of  $  100 
billion  by  the  end  of  the  decade. 

In  a  country  where  three  out 
of  every  four  households  are 
engaged  in  some  type  of  home 
improvement,  Georgia-Pacific  is 
committed  to  providing  products 
and  programs  to  help  an  increas- 
ing number  of  do-it-yourselfers 
do  it  themselves.  And  in  the  pro- 
cess, nail  down  an  even  bigger 
share  of  the  business  for  ourselves. 

Marketing  Savvy. " 
From  The  Ground  Up. 

Georgia-Ffecific  ^ 
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Commerce  Bancshares 

r\J  DUX  1  J'JOU 

Kansas  City.  MO  64199 
816-234-2000 

CEO:  David  W  Kemper 
Bank-North  central 

Consolidated  Edison 
4  Irving  Pla^e 
New  York,  NY  10003 
212-460-4600 

CEO:  Arthur  Hauspurg 
Electric  utility-Northeast 

Adolph  Coors 

Golden,  CO  80401 

303-279-6565 

CEO:  William  K  Coors 

Beverages-alcoholic 

Commerce  Clearing  House 
2700  Lake  Cook  Road 
Riverwoods,  1L  60015 
312-940-4600 

CEO:  Richard  T  Merrill 
Publishing 

Consolidated  Freightways 

PO  Box  10340 

Palo  Alto,  CA  94303 

415-494-2900 

CEO:  Raymond  F  O'Brien 
Trucking  &.  leasing 

CoreStates  Financial 
PO  Box  7618 

Philadelphia,  PA  19101-7618 
215-629-3100 

CEO:  G  Morris  Dorrance  |r 
Bank-Mid- Atlantic 

Commerce  Union 
One  Commerce  Place 
Nashville,  T.N  37219 
615-749-3333 

CEO:  Dennis  C  Bottorff 
Bank-Southeast 

Consolidated  Natural  Gas 
Four  Gateway  Center 
Pittsburgh,  PA  15222 
412-227-1000 

CEO:  George  1  Tankersley 
Natural  gas-integrated 

Corning  Glass  W  orks 
Houghton  Park 
Corning,  N  Y  14831 
607-974-9000 

CEO:  lames  R  Houghton 

Electronic  equipment 

Health-medical  supplies/Home  furnishing 

Commercial  Credit 
300  St  Paul  Place 
Baltimore,  MD  21202 
301-332-3000 

CEO:  Sanford  I  Weill 
Financial  company 

Consolidated  Papers 
PO  Box  50 

Wisconsin  Rapids,  WI  54494 
715-422-3111 

CEO:  George  W  Mead 
Paper 

CPC  International 
PO  Box  8000 

Englewood  Cliffs,  NJ  07632 
201-894-4000 

CEO:  James  R  Eiszner 

Food  processor-branded  foods 

Food  processor-commodities 

Commercial  Federal 
2120  South  72nd  Street 
Omaha,  NE  68124 
402-554-9200 

CEO:  William  A  Fitzgerald 
Thrift  institution 

Consumers  Power 

212  West  Michigan  Avenue 

lackson,  Ml  49201 

517-788-0550 

CEO:  William  T  McCormick  (r 
Electric  utility-North  central 
Natural  gas-distnbutor 

Cray  Research 

608  Second  Avenue  South 

Minneapolis,  MX  55402 

612-333-5889 

CEO:  John  A  Rollwagen 
Computers 

Commonwealth  Edison 
PO  Box  767 
Chicago,  IL  60690 
312-294-4321 

CEO:  James  I  O'Connor 
Electric  utility-North  central 

Contel  (formerly  Continental  Telecom) 
PO  Box  105194 
Atlanta,  GA  30348 
404-391-8000 

CEO:  John  N  Lemasters 
Telecomm-carner 

CrossLand  Savings  FSB 
211  Montague  Street 
Brooklyn,  NY  11201 
718-780-0400 

CEO:  Maurice  L  Reissman 
Thrift  institution 

Communications  Satellite 
950  L'Enfant  Plaza  SW 
Washington,  DC  20024 
202-863-6000 

CEO:  Irving  Goldstein 
Telecomm-carner 

Continental  Corp 
180  Maiden  Lane 
New  York,  N  Y  10038 
212-440-3980 

CEO:  |ohn  P  Mascotte 
Insurance-diversified 

Crown  Cork  &.  Seal 
9300  Ashton  Road 
Philadelphia,  PA  19136 
215-698-5100 

CEO:  John  F  Connelly 
Packaging 

Community  Psychiatric  Centers 
2204  East  Fourth  Street 
Santa  Ana,  CA  92705 
714-835-4535 

CEO:  lames  W  Conte 
Health-services 

Continental  Illinois 
231  South  LaSalle  Street 
Chicago,  IL  60697 
312-828-2345 

CEO:  lohn  E  Swearingen 
Bank-multinational 

CSX 

PO  Box  C-32222 
Richmond,  VA  23261 
804-782-1400 

CEO:  Hays  T  Watkins 
Railroads 

Natural  gas-prod  cx  pipehner 

ConAgra 

One  Central  Park  Plaza 
Omaha,  NE  68102 
402-978-4000 

CEO:  Charles  M  Harper 
Food  processor-branded  foods 

Control  Data 
PO  Box  O 

Minneapolis,  M.N  55440 
612-853-8100 

CEO:  Robert  M  Price 
Computers 

Cullen  Frost  Bankers 

PO  Box  1600 

San  Antonio,  TX  78296 

512-220-4011 

CEO:  Thomas  C  Frost 
Bank- South  central 

Conifer  Group 
370  Main  Street 

Worcester,  MA  01608 

517-752-5661 

CEO:  Kenneth  J  Mcilraith 

3a  ik- Northeast 

Cooper  Industries 
PO  Box  4446 
Houston,  TX  77210 
713-739-5400 

CEO:  Robert  Cizik 

Heavy  equipment-industrial 

Electrical  equipment 

Cummins  Engine 
Box  3005 

Columbus,  IN  47202-3005 
812-377-5000 

CEO:  Henry  B  Schacht 
Automotive  parts 
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Cyclops 

i  -ill  li'^kliinotnii  Dfl  ill 

Pittsburgh,  PA  15228 
412-343-4000 

CEO:  William  H  Knoell 
Metals-steel 

Deluxe  Check  Printers 

PO  Box  64399 

St  Paul,  MN  55164-0399 

612-483-7111 

CEO:  Harold  V  Haverty 
Publishing 

RR  Donnelley  &  Sons 

2223  Martin  Luther  King  Drive 

Chicago,  IL  60616 

312-326-8000 

CEO:  John  B  Schwemm 
Publishing 

Dana 

pn  Rnv  1  nnn 
Toledo.  OH  43697 
419-535-4500 

CEO:  Gerald  B  Mitchell 
Automotive  parts 

Deposit  Guaranty 

PO  Box  1200 

lackson,  MS  39215-1200 

601-354-8564 

CEO:  Emerson  B  Robinson  fr 
Bank-South  central 

Dover 

277  Park  Avenue 
New  York,  NY  10172 
212-826-7160 

CEO:  Gary  L  Roubos 
Conglomerate 
Commercial  builder 

Data  General 

44UU  LUIllUUUI  I J 1 1  »  C 

Westboro,  MA  01580 
617-366-8911 

CEO:  Edson  D  de  Castro 
Computers 

Detroit  Edison 
2000  Second  Avenue 
Detroit,  MI  48226 
313-237-8000 

CEO:  Walter  I  McCarthy  fr 
Electric  utility-North  central 

Dow  Chemical 

2030  Willard  H  Dow  Center 

Midland,  MI  48674 

517-636-1000 

CEO:  Paul  F  Oreffice 
Chemicals-diversified 

Dauphin  Deposit 
PO  Rnx  7061 

1  \_J    LIU  A    _  '111 

Harrisburg,  PA  1 7105 
717-255-2121 

CEO:  William  (  King 
Bank-Mid-Atlantic 

Diamond  Shamrock 
717  North  Harwood  Street 
Dallas,  TX  75201 
214-922-2000 

CEO:  Charles  L  Blackburn 
Oil-other  oil  &  gas 

Dow  (ones 

200  Libertv  Street 

New  York,  N  Y  10281 

212-416-2000 

CEO:  Warren  H  Phillips 
Publishing 

Dayton-Hudson 
777  Nicollet  Mall 
Minneapolis,  MN  55402 
612-370-6948 

CEO:  Kenneth  A  Macke 
Retailing-discount  &  variety  stores 

Digital  Equipment 
146  .Main  Street 
Mavnard,  MA  01754 
617-493-5111 

CEO:  Kenneth  H  Olsen 
Computers 

Downey  Savings  &.  Loan  Assn 

PO  Box  6000 

Costa  Mesa,  CA  92626 

714-549-8811 

CEO:  Gerald  H  McQuarne 
Thrift  institution 

DCNY  Corp 

JO  *  1I1C  JllvCl 

New  York,  NY  10005 
212-248-8900 

CEO:  Ralph  F  Peters 
Financial  company 

Dillard  Department  Stores 

PO  Rnx  486 

Little  Rock,  AR  72201 

501-376-5200 

CEO:  William  T  Dillard  Sr 
Retailing-department  stores 

DPL 

fnnrtnnii^p  P 1  a  73  ^nutn wpct 

v   UU11IIUU3T.    I   1  JiJ    JuUUMi  C31 

Davton,  OH  45402 
513-224-6000 

CEO  Peter  H  Forster 
Electric  utility-North  central 
Natural  gas-distributor 

Dean  Foods 

3600  North  River  Road 

Franklin  Park,  IL  60131 

312-625-6200 

CEO:  Kenneth  I  Douglas 
Food  processor-branded  foods 

Dime  Savings  Bank  of  New  York  FSB 
1225  Franklin  Avenue 
Garden  Citv,  NY  11530 
516-351-1550 

CEO:  Harry  W  Albright  (r 
Thrift  institution 

Dresser  Industries 
PO  Box  718 
Dallas,  TX  75221 
214-740-6000 

CEO:  lohn  I  Murphy 
Heavy  equipment-industrial 
Oilfield  services 

Deere 

John  Deere  Road 
Moline,  IL  61265 
309-752-8000 

CEO:  Robert  A  Hanson 
Heavy  equipment-agricultural 

Walt  Disney 

JUU  jUUlll  DUClla    V  1:5  Id  jlICCl 

Burbank,  CA  91521 
818-840-1000 

CEO:  Michael  D  Eisner 
Entertainment 

Dreyfus 

t  U  '    1  1 1  1 1 1  .  »  »  C 11  lit 

New  York,  NY  10153 
212-715-6000 

CEO:  Howard  Stein 
Financial  company 

Delmarva  Power  &  Light 
pn  Rnv  231 

Wilmington,  DE  19899 
302-429-301 1 

CEO:  Nevius  M  Curtis 
Electric  utility-Northeast 

Dominion  Bankshares 

PO  Rnv  1  }37"7 
I  \J  DUX  IJJ^  ' 

Roanoke,  VA  24040 
703-56 3-T000 

CEO:  Warner  N  Dalhouse 
Bank-Mid- Atlantic 

EI  du  Pont  de  Nemours 

Wilmington,  DE  19898 
302-774-1000 

CEO:  Richard  E  Heckert 

Chemicals-diversified 

Oil-international 

Delta  Air  Lines 

Atlanta  Airport 

Atlanta,  GA  30320 

404-765-2600 

CEO:  David  C  Garrett  Ir 

Au  transport-passenger 

Dominion  Resources 
PO  Box  26532 
Richmond,  YA  23261 
804-775-5700 

CEO:  William  W  Berry 
Electric  utility-Southeast 

Duke  Power 
PO  Box  33189 
Charlotte,  NC  28242 
704-373-4011 

CEO:  William  S  Lee 
Electric  utility-Southeast 
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Dun  &  Bradstreet 

irr  t  ruiK  AVCUUC 

New  York,  NY  10171 
212-593-6800 

CEO:  Charles  W  Moritz 

Publishing 

Media  services 

Engelhard 

Menlo  Park  CN-40 

Edison,  NJ  08818 

201-632-6000 

CEO:  Orin  R  Smith 

Metals-nonferrous 

Chemicals-specialized 

Federal  Co 

PO  Box  17236 

Memphis,  TN  38187-0236 

901-761-3610 

CEO:  R  Lee  Taylor  II 

Food  processor-meatpacking 

Food  processor-commodities 

Duquesne  Light 

On(»  Ovffirfl  f~f*lllrp 
Wilt  WAllJIU  V-C1111C 

Pittsburgh,  PA  15279 
412-393-6000 

CEO:  Wesley  W  von  Shack 
Electric  utility-North  central 

Enron  (formerly  InterNorth) 

PO  Box  1 188 

Houston,  TX  77251-1188 

713-853-6161 

CEO:  Kenneth  L  Lay 
Natural  gas-prod  &  pipehner 

Federal  Express 
PO  Box  727 

Memphis,  TN  38194-1711 
901-369-3600 

CEO:  Frederick  W  Smith 
Air  transport-freight 

E-Systems 

PO  Rut  660248 
Dallas,  TX  75266-0248 
214-661-1000 

CEO:  John  W  Dixon 
Aerospace  £\  defense 

Enserch 

300  South  St  Paul  Street 
Dallas,  TX  75201 
214-651-8700 

CEO:  William  C  McCord 
Natural  gas-integrated 
Commercial  builder 

Federal  National  Mortgage  Assn 
3900  Wisconsin  Avenue  NW 
Washington,  DC  20016 
202-537-7000 

CEO:  David  O  Maxwell 
Financial  company 

Eastman  Kodak 
343  State  Street 
Rochester,  NY  14650 
716-724-4000 

CEO:  Colby  H  Chandler 
Photography 

Entex 

PO  Box  2628 

Houston,  TX  77252-2628 

713-654-5100 

CEO:  lackson  C  Hinds 
Natural  gas-distributor 
Thrift  institution 

Federated  Department  Stores 
7  West  Seventh  Street 
Cincinnati,  OH  45202 
513-579-7000 

CEO:  Howard  Goldfeder 
Retailing-department  stores 

Eaton 

LulUll         ..  i  I  i  v 

Cleveland,  OH  44114 
216-523-5000 

CEO:  (ames  R  Stover 
Electronic  equipment 
Automotive  parts 

Equitable  Bancorporation 
100  South  Charles  Street 
Baltimore,  MD  21201 
301-547-4000 

CEO:  H  Grant  Hathaway 
Bank-Mid-Atlantic 

Fidelcor 

Broad  &  Walnut  Streets 
Philadelphia,  PA  19109 
215-985-6000 

CEO:  Harold  W  Pote 
Bank-Mid-Atlantic  • 

Echlin 

ino  Douhle  Reach  Road 
Branford,  CT  06405 
203-481-5751 

CEO.  Frederick  [  Mancheski 
Automotive  parts 

Ethyl 

PO  Box  2189 
Richmond,  VA  23217 
804-788-5000 

CEO:  Floyd  D  Gottwald  (r 
Chemicals-specialized 
Insurance-life  is.  health 

Fifth  Third  Bancorp 
38  Fountain  Square  Plaza 
Cincinnati,  OH  45263 
513-579-5300 

CEO:  Clement  L  Buenger 
Bank-North  central 

El  Paso  Electric 

PO  Box  982 

El  Paso,  TX  79960 

915-543-5711 

CEO:  Evem  R  Wall 

Electric  utility-South  central 

Exxon 

1251  Avenue  of  the  Americas 
New  York,  NY  10020-1198 
212-333-1000 

CEO:  Lawrence  G  Rawl 
Oil-international 

Financial  Corp  of  America 

PO  Box  19689 

Irvine,  CA  92713-9689 

714-553-6900 

CEO:  William  |  Popejoy 
Thrift  institution 

Emerson  Electric 

8000  West  Florissant  Avenue 

St  Louis,  MO  63136 

314-553-2000 

CEO:  Charles  F  Knight 
Electrical  equipment 
Appliances 

Far  West  Financial 

4001  MacArthur  Boulevard 

Newport  Beach,  CA  92660 

714-833-8585 

CEO:  William  Belzberg 
Thrift  institution 

Financial  Corp  of  Santa  Barbara 
PO  Box  1 109 

Santa  Barbara,  CA  93102-1109 
805-682-2300 

CEO:  Philip  R  Bnnkerhoff 
Thrift  institution 

Emhart 

PO  Box  2730 

Hartford,  CT  06101 

203-678-3000 

CEO:  Peter  L  Scott 

Heavy  equipment-industrial 

Construction  materials 

Farm  &  Home  Savings  Assn 
PO  Box  1893 
Nevada,  MO  64772 
417-667-3333 

CEO:  Donald  F  Roby 
Thrift  institution 

Fireman's  Fund 
777  San  \larin  Drive 
Novato,  CA  94998 
415-899-2000 

CEO:  (ohn  I  Byrne 
Insurance-property  is  casualty 

Empire  of  America  FSB 
One  Main  Place 
Buffalo,  NY  14202-3771 
716-845-7000 

CEO:  Paul  A  Willax 
TK.ift  institution 

Farmers  Group 

4680  Wilshire  Boulevard 

Los  Angeles,  CA  90010 

213-932-3200 

CEO:  Leo  E  Denlea  Jr 
Insurance-diversified 

Firestone  Tire  &  Rubber 
1200  Firestone  Parkway 
Akron,  OH  4431 7 
216-379-7000 

CEO:  lohn  1  Nevin 
Tire  &.  rubber 
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IIG.  GEN.  CHARLES  E. "CHUCK"  YE AGER:  usaf  Retired 

Test  Riot,  Author,  Grandfather,  Hunter,  Member  of 
The  National  Rifle  Association. 


"I  love  to  hunt.  All  four  of  my  kids  shoot 
very  well.  Now  I  have  nine  grandkids  and  most  of  them  hunt. 

My  wife  has  been  shooting  all  of  her  life,  too.  Back 
where  I  was  raised  in  West  Virginia,  hunting  was  a  way  of  life. 
Wild  game  always  ended  up  on  the  dinner  table. 

"My  good  aim  came  in  handy  later  as  a  fighter  piiot. 
Even  in  the  X-1  I'd  look  down  on  some  mountain  from  30,000  feet 
and  think,  'I  bet  there's  some  great  hunting  down  there.' 

"I  taught  my  sons  about  hunting  safety  and  the  unwritten  laws 

of  sportsmanship.  On  some  of  our  best  days  in  the  field 
we  never  fired  a  shot,  but  had  a  great  time  just  being  together. 

"1  got  my  first  MR  A  membership  in  1948.  I  renewed  it  a 
few  years  ago  because  I  saw  the  anti-gun  movement  as  a  serious 
threat  to  hunting.  An  old  military  man  like  me  can  spot 
an  enemy  pretty  fast.  And  I  think  the  NRA  is  the  hunter's 
strongest,  toughest  and  most 
effective  friend  in  America." 


Ita  the  NRA. 


The  IMRA's  Hunter  Services  Division  offers  programs  and  publications  for 
hunter  safety  and  education,  including  the  comprehensive  "Basic  Hunter's  Guide."  If  you  would 
like  more  information  about  our  publications,  or  would  like  to  join  the  NRA,  write 
J.  Warren  Cassidy,  Executive  Vice  President,  P.O.  Box  37484,  Dept.  CY-53,  Washington,  D.C.  20013. 

Paid  for  by  the  members  of  the  National  Rifle  Association  of  America.  Copyright  <987. 
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First  Alabama  Bancshares 
PO  Box  1448 
Montgomery,  AL  36102 
205-832-8011 

CEO:  Willard  L  Hurley 
Bank-Southeast 

First  Empire  State 
One  M&T  Plaza 
Buffalo,  NY  14240 
716-842-5445 

CEO:  Robert  G  Wilmers 
Bank-Northeast 

First  National  Cincinnati 
425  Walnut  Street 
Cincinnati,  OH  45202 
513-632-4000 

CEO:  Oliver  W  Waddell 
Bank-North  central 

First  American 
First  American  Center 
Nashville,  TN  37237 
615-748-2100 

CEO:  Kenneth  L  Roberts 
Bank-Southeast 

First  Executive 
PO  Box  6090 

Inglewood,  CA  90312-6090 
213-312-1000 

CEO:  Fred  Carr 
Insurance-life  d>.  health 

First  of  America  Bank 
108  East  Michigan  Avenue 
Kalamazoo,  MI  49007 
616-383-9000 

CEO:  Daniel  R  Smith 
Bank-North  central 

First  Bank  System 
PO  Box  522 

Minneapolis,  MN  55480 
612-370-5100 

CEO:  Dewalt  H  Ankeny  Ir 
Bank-North  central 

First  Federal  of  Michigan 
1001  Woodward  Avenue 
Detroit,  MI  48226 
313-965-1400 

CEO:  James  A  Aliber 
Thrift  institution 

First  Pennsylvania 
Centre  Square  Building 
Philadelphia,  PA  19101 
215-786-5000 

CEO:  George  A  Butler 
Bank-Mid- Atlantic 

First  Boston 

Park  Avenue  Plaza 

New  York,  NY  10055 

212-909-2000 

CEO:  Peter  T  Buchanan 
Brokerage  house 

First  Fidelity  Bancorp 
550  Broad  Street 
Newark,  NTJ  07192 
201-565-3200 

CEO:  Robert  R  Ferguson  |r 
Bank-Mid-Atlantic 

First  Security 

PO  Box  30006 

Salt  Lake  Citv,  UT  84130 

801-350-6000 

CEO:  Spencer  F  Eccles 
Bank-West 

First  Capital 
PO  Box  291 

Jackson,  MS  39205-0291 
601-354-5111 

CEO:  Frank  R  Day 
Bank-South  central 

First  Florida  Banks 
PO  Box  1810 
Tampa.  FL  33601 
813-224-1111 

CEO:  A  Bronson  Thayer 
Bank-Southeast 

First  Tennessee  National 
PO  Box  84 
Memphis,  TN  38101 
901-52  3-4-144 

CEO:  Ronald  Terry 
Bank-Southeast 

First  Chicago 

One  First  National  Plaza 

Chicago,  1L  60670 

312-732-4000 

CEO:  Barry  F  Sullivan 
Bank-multinational 

First  Hawaiian 
PO  Box  3200 
Honolulu,  HI  96847 
808~525-T000 

CEO:  John  D  Bellinger 
Bank-West 

First  Union 
First  Union  Plaza 
Charlotte,  NC  28288 
704-374-6565 

CEO:  Edward  E  Crutchfield  Jr 
Bank- Southeast 

First  Citizens  BancShares 
PO  Box  151 
Raleigh,  NC  27602 
919-755-7000 

CEO:  Lewis  R  Holding 
Bank- Southeast 

First  Interstate  Bancorp 

PO  Box  54068 

Los  Angeles,  CA  90054 

213-614-3001 

CEO:  Joseph  J  Pinola 
Bank-West 

First  Virginia  Banks 
6400  Arlington  Boulevard 
Falls  Church,  VA  22046 
703-241-4000 

CEO:  Robert  H  Zalokar 
Bank-Mid-Atlantic 

First  Citv  Bancorporation  of  Texas 
PO  Box  2387 
Houston,  TX  77252 
713-658-6011 

CEO:  lames  A  Elkins  Jr 
Bank-South  central 

First  Jersey  National 
2  Montgomery  Street 
Jersey  City,  NJ  07302 
201-547-"'000 

CEO:  Thomas  I  Stanton  Jr 
Bank-Mid- Atlantic 

First  Wachovia 
PO  Box  3099 

Winston-Salem,  NC  27150 
919-770-5000 

CEO:  John  G  Medlin  Jr 
Bank- Southeast 

First  Columbia  Financial 
PO  Box  17127 
Denver,  CO  80217-0127 
303-7' 3-3444 

CEO:  Bob  R  Baker 
Thrift  institution 

First  Kentucky  National 
PO  Box  36000 
Louisville,  KY  40233 
502-581-4200 

CEO:  A  Stevens  Miles 
Bank- Southeast 

First  Wisconsin 
PO  Box  532 
Milwaukee,  WI  53201 
414-^65-4321 

CEO:  Hal  C  Kuehl 
Bank-North  central 

First  Commerce 

PO  Box  60279 

New  Orleans.  LA  70160 

504-561-1371 

CEO:  Ian  Amof 
Bank-South  central 

First  Mary  land  Bancorp 
25  South  Charles  Street 
Baltimore,  MD  21201 
301-244-4000 

CEO:  Charles  W  Cole  Ir 
Bank-Mid- Atlantic 

Fischbach 

485  Lexington  Avenue 
New  York,  NY  10017 
212-986-4100 

CEO:  Alfred  R  Manville 
Commercial  builder 
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"An  Alabama  shrimper  captain 
looks  for  a  perfect  spot  in  the  water 
and  doesn't  want  the  whole  world 
to  know  where  he  is. 


"The  commander  of  NATO's 
Atlantic  Fleet  feels  the  same  way 


Where  to  find  The  Forbes  500s 


Fleet  Financial  Group 
50  Kennedy  Plaza 
Providence,  Rl  02903 
401-278-5800 

CEO:  I  Tcrrence  Murray 
Bank-Northeast 

Foster  Wheeler 

110  South  Orange  Avenue 

Livingston,  NI  07039 

201-533-1100 

CEO:  Louis  E  Azzato 
Heavy  equipment-industrial 
Commercial  builder 

General  Cinema 
27  Bovlston  Street 
Chestnut  Hill,  MA  02167 
617-232-8200 

CEO:  Richard  A  Smith 
Beverages-soft  drinks 
Entertainment 

Fleming  Cos 

rU  DO.\  lOOt ' 

Oklahoma  City,  OK  73126-0647 
405-840-7200 

CEO:  Richard  D  Harrison 
Food  distributor-wholesale 

Fourth  Financial 
PO  Box  4 
Wichita,  KS  67201 
316-261-4444 

CEO:  Jordan  L  Haines 
Bank-North  central 

General  Dynamics 
Pierre  Laclede  Center 
St  Louis,  MO  63105 
i 14-889-8200 

CEO:  Stanley  C  Pace 
Aerospace  &.  defense 

Florida  Federal  Savings  &.  Loan  Assn 

OA  Rnv  1  tOQ 
r\J  DUX  1  j\J  ' 

St  Petersburg,  FL  33731 
813-893-1131 

CEO:  Eric  Stattin 
Thrift  institution 

FPL  Group 
PO  Box  08801 

No  Palm  Beach,  FL  33408-8801 
305-694-6300 

CEO:  Marshall  McDonald 
Electric  utility-Southeast 
Insurance-diversified 

General  Electric 
3135  Easton  Turnpike 
Fairfield,  CT  06431 
203-373-2211 

CEO:  lohn  F  Welch  (r 
Electrical  equipment 
Appliances/Aerospace  &.  defense 

Florida  National  Banks  of  Florida 

PO  Rnv  nR9 

I  \J  DUA  UO/ 

Jacksonville,  FL  32201-0689 
904-359-5111 

CEO:  John  D  Uible 
Bank-Southeast 

Freeport-McMoRan 
1615  Povdras  Street 
New  Orleans,  LA  70112 
504-582-4000 

CEO:  lames  R  Moffett 
Chemicals-specialized 
Oil-other  oil  &  gas 

General  Mills 
PO  Box  1113 
Minneapolis,  MN  55440 
612-540-2311 

CEO:  H  Brewster  Atwater  Jr 
Food  processor-branded  foods 
Restaurant  chain 

Florida  Progress 

97ft  Firtt  Avpnup  ^innfn 
_    ' 1  nisi    \  t  cuuc  jumii 

St  Petersburg,  FL  33701 
813-895-1700 

CEO:  Andrew  H  Hines  (r 
Electric  utility-Southeast 

GAF 

1361  Alps  Road 
Wayne,  NJ  07470 
201-628-3000 

CEO:  Samuel  J  Heyman 
Chemicals-specialized 
Construction  materials 

General  Motors 

3044  West  Grand  Boulevard 

Detroit,  MI  48202 

313-556-5000 

CEO:  Roger  B  Smith 
Automobiles  tx  trucks 

Fluor 

\  ~\  X  ^  \1  irhpUnn  riv'P 

j  J  J  J    .'1  K  IK  l>l  ill   IJ 1 1  \  C 

Irvine,  CA  92730 
714-975-2000 

CEO:  David  S  Tappan  (r 
Commercial  builder 

Gannett 
PO  Box  7858 
Washington,  DC  20044 
703-284-6000 

CEO:  John  I  Curley 
Publishing 

General  Public  Utilities 
100  Interpace  Parkway 
Parsippany,  N'|  07054-1149 
201-263-6500 

CEO:  William  G  Kuhns 
Electric  utility-Northeast 

FMC 

Tlfl  Fa^f  RanHnlnh  nHvp 

Chicago,  IL  60601 
312-861-6000 

CEO:  Robert  H  Malott 
Aerospace  &.  defense 
Chemicals-diversified 

Gap 

PO  Rox  60 

San  Bruno,  CA  94066 
415-952-4400 

CEO:  Donald  G  Fisher 
Retailer-apparel 

General  Re 

PO  Rox  1 0351 

Stamford,  CT  06904-2351 

203-328-5000 

CEO:  Frank  W  Munson 
Insurance-diversified 

Food  Lion 
PO  Box  1330 

Salisbury  ,  NC  28145-1330 
704-633-8250 

CEO:  Tom  Smith 
Supermarkets-regional 

Geico 

(~i(*\m  Pi  si  7a 

VJtlLU    i  UZd 

Washington,  DC  20076 
301-986-3000 

CEO:  William  B  Snyder 
Insurance-property  ex  casualty 

General  Signal 
PO  Rnv  1  no  1 0 

1  KJ  DUA  XUU1U 

Stamford,  CT  06904 
203-357-8800 

CEO:  David  T  Kimball 

Electronic  equipment 

Electrical  equip  Heavy  equip-industnal 

Ford  Motor 
PO  Box  1899 
Dearborn.  MI  48121 
313-322-3000 

CEO:  Donald  E.  Petersen 
Automobiles  &  trucks 

GenCorp 

17^  f~l fipnt  [J  f\  1 1 \ 
1  '  J  vjHCIII  IxUdU 

Akron,  OH  44313 
216-798-3000 

CEO:  A  William  Reynolds 
Tire  &.  rubber 
Aerospace  &.  defense 

Genuine  Parts 

TQnn  Cirrlp  7^  Parlfwav 

Atlanta,  GA  30339 
404-953-l"'00 

CEO:  Wilton  Looney 
Retailing-miscellaneous 

Fort  Howard  Paper 

PO  Box  19130 

Green  Bay,  Wl  54307-9!30 

414-435-8821 

CEO:  Paul  I  Schierl 

Genentech 

46O  Point  San  Bruno  Boulevard 
South  San  Francisco,  CA  94080 
415-266-1000 

CEO:  Robert  A  Swanson 
Health-drugs 

Georgia-Pacific 

133  Peachtree  Street  NE 

Atlanta,  GA  30303 

404-521-4000 

CEO:  T  Marshall  Hahn  Jr 

Lumber 

Paper 
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Stability 
Respected  The\Vbrld  Over. 


Stability.  You've  come  to  expect  it  from  the  Swiss. 
Fact  is,  the  whole  world  banks  on  it. 

That's  why  we're  proud  of  our  Swiss  heritage. 
Proud  to  maintain  our  old  world  values. 

Proud  to  be  American,  too.  Imaginative.  Bold. 
And  exciting. 

An  American  organization  of  Swiss  descent.  The 
best  of  both  worlds.  The  best  insurance  protection  for 
your  valued  business. 


We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
operation. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
stability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company*  Schaumburg,  IL  60196 


387  Zurich  Insurance  Company 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Where  to  find  The  Forbes  500s 


Giant  Food 
PO  Box  1804 
Washington,  DC  20013 
301-341-4100 

CEO:  Israel  Cohen 
Supermarkets-regional 

Great  Atlantic  &  Pacific  Tea 
2  Paragon  Drive 
Montvale,  M  07645 
201-573-9700 

CEO:  (amcs  Wood 
Supermarkets-maior 

Halliburton 

500  North  Akard  Street 
Dallas,  TX  75201-3391 
214-978-2600 

CEO:  Thomas  H  Cruikshank 
Oilfield  services 
Commercial  builder 

Gibraltar  Financial 
9111  Wilshire  Boulevard 
Beverly  Hills,  CA  90210-5555 
213-278-8720 

CEO:  Herbert  |  Young 
Thrift  institution 

Great  Lakes  Federal  Savings  &  Loan 

PO  Box  8600 

Ann  Arbor,  MI  48107 

313-769-8300 

CEO:  Roy  E  Weber 
Thrift  institution 

Hanover  Insurance  Cos 
100  North  Parkway 
Worcester,  MA  01605 
617-853-7200 

CEO:  William  |  O'Brien 
Insurance-property  cx  casualty 

Gillette 

Prudential  Tower  Building 
Boston,  MA  02199 
6 l7-42 1-7000 

CEO:  Colman  M  Mockler  h 
Personal  products 

Great  Northern  Nekoosa 
PO  Box  9309 
Stamford,  CT  06904 
203-359-4000 

CEO:  William  R  Laidig 
Paper 

Harcourt  Brace  (ovanovich 
Orlando,  FL  32887 
305-345-2000 

CEO:  William  (ovanovich 
Publishing 

GlenFed 
PO  Box  1709 
Glendale,  CA  91209 
818-500-2000 

CEO:  Raymond  D  Edwards 
Thrift  institution 

Great  Western  Financial 
8484  Wilshire  Boulevard 
Beverly  Hills,  CA  90211 
213-852-3411 

CEO:  James  F  Montgomery 
Thrift  institution 

Harris  Corp 

1025  West  NASA  Boulevard 
Melbourne,  FL  32919 
305-727-9100 

CEO:  John  T  Hartley 
Aerospace  &.  defense 
Computers 

Golden  West  Financial 
1901  Harrison  Street 
Oakland,  CA  94612 
415-446-6000 

CEO:  Herbert  M  Sandler 
Thrift  institution 

Greyhound 
Greyhound  Tower 
Phoenix,  AZ  85077 
602-248-4000 

CEO:  |ohn  W  Teets 
Shipping 

Personal  products 

Hartford  National 
777  Main  Street 
Hartford,  CT  06115 
203-728-2000 

CEO:  Joel  B  Alvord 
Bank-Northeast 

BF  Goodrich 

3925  Embassy  Parkway 

Akron,  OH  44313 

216-374-2000 

CEO:  |ohn  D  Ong 
Chemicals-specialized 
Tire  &  rubber 

Grumman 

1111  Stewart  Avenue 

Bethpage,  NY  11714-3580 

516-575-0574 

CEO:  lohn  C  Bierwirth 

Aerospace  is.  defense 

Hasbro 

PO  Box  1059 

Pawtucket,  RI  02862-1059 
401-727-5000 

CEO:  Stephen  D  Hassenfeld 
Toys  &  electronics 

Goodyear  Tire  &  Rubber 
1144  East  Market  Street 
Akron,  OH  44316-0001 
216-796-2121 

CEO:  Robert  E  Mercer 
Tire  &  rubber 

GTE 

One  Stamford  Forum 
Stamford,  CT  06904 
203-965-2000 

CEO:  Theodore  F  Brophy 
Telecomm-carrier 

HI  Heinz 
PO  Box  57 

Pittsburgh,  PA  15230-005? 
412-456-5700 

CEO:  Anthony  I  F  O'Reilly- 
Food  processor-branded  foods 

WR  Grace 

1114  Avenue  of  the  Americas 
New  York,  NY  10036-7794 
212-819-5500 

CEO:  J  Peter  Grace 
Chemicals-specialized 

Guarantee  Financial  Corp  of  California 
1177  Fulton  Mall 
Fresno,  CA  93721 
209-438-3000 

CEO:  Lewis  S  Eaton 
Thrift  institution 

Henley  Group 

11255  North  Torrey  Pines  Road 
La  Jolla,  CA  92037 
619-455-9494 

CEO:  Michael  D  Dingman 
Commeicial  builder 

Chemicals-diversified/Health-med  supph 

WW  Grainger 

5500  West  Howard  Street 

Skokie,  IL  60077 

312-982-9000 

CEO:  David  W  Grainger 
Electrical  equipment 

Gulf  &  Western 

One  Gulf  &  Western  Plaza 

New  York,  NY  10023-^780 

212-373-8000 

CEO:  Martin  S  Davis 
Financial  company 
Entertainment /Publishing 

Hercules 
Hercules  Plaza 
Wilmington,  DE  19894 
302-594-5000 

CEO:  Alexander  F  Giacco 
Chemicals-diversified 
Aerospace  is.  defense 

Great  American  First  Savings 

600  B  Street 

San  Diego,  CA  92183 

619-231-1885 

CEO:  Gordon  C  Luce 

Thrift  institution 

Gulf  States  Utilities 

PO  Box  2951 

Beaumont,  TX  77^04 

409-838-6631 

CEO:  Dr  E  Linn  Draper 

Electric  utility-South  central 

Hershey  Foods 

100  Mansion  Road  East 

Hershey,  PA  17033 

717-534-4000 

CEO:  Richard  A  Zimmerman 
Food  processor-branded  foods 
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Some  reflections  on  the  paperless  office 


Paper-based  business  communications 
are  the  foundation  upon  which  Moore  has 
been  building  for  over  100  years.  As  we 
reflect  on  our  history,  we  have  seen  many 
changes  in  the  way  business  uses  paper. 
And  even  with  the  most  advanced  tech- 
nologies, paper  remains  an  important 
information  tool. 

Today,  Moore  is  still  the  worlds  leading 
designer,  manufacturer  and  supplier  of 
everything  from  basic  business  forms  to 
the  most  sophisticated  continuous  forms 
for  computer-based  information  systems. 

Of  equal  importance,  we  provide  a 
number  of  systems  and  services  to  help 
you  manage  your  business  information 
more  efficiently. 

Moore  can  provide  complete  supplies 
and  materials  management  services 
through  on-line  warehousing  and  distri- 

MOORE 


bution  systems.  This  will  increase  the 
efficiency  of  your  procurement  process, 
from  order  entry  to  pick  and  pack  to  cost 
distribution  by  using  department. 

We  can  even  suggest  ways  for  your 
company  to  obtain  greater  purchasing 
leverage  without  sacrificing  local  service. 

And  we  can  show  you  how  taking 
advantage  of  new  technologies  will  stream- 
line your  paper-based  communication 
system  and  free  your  data  processing  and 
mailroom  facilities  of  entire  projects. 

So  when  we  reflect  on  the  paperless 
office,  we  see  that  it's  not  really  the  paper 
that's  vanishing.  It's  the  paperwork.  That's 
why  a  partnership  with  Moore  can  be 
such  an  effective  way  to  reduce  your  cost 
of  doing  business. 

Call  Moore  now  at  1-800-447-3000, 
extension  7200. 


BUSINESS  FORMS 
&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Glenview,  IL  60025 
312  480  3000 
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Hewlett-Packard 
3000  Hanover  Street 
Palo  Alto,  CA  94304 
415-857-1501 

CEO:  John  A  Young 
Computers 

.Honeywell 
PO  Box  524 

Minneapolis,  MN  55440  . 
612-870-5200 

CEO:  Edson  W  Spencer 
Electronic  equipment 
Computers/Aerospace  &.  defense 

IC  Industries 

111  East  Wacker  Drive 

Chicago,  IL  60601 

312-565-3000 

CEO:  William  B  Johnson 

Conglomerate 

Food  processor-branded  foods 

Hibernia 

PC)  Box  61540 

New  Orleans,  LA  70161 

504-586-5552 

CEO:  Martin  C  Miler 

Bank-South  central 

Horizon  Bancorp 

225  South  Street 

Morristown,  N)  07960 

201-539-7700 

CEO:  William  [  Shepherd 

Bank-Mid- Atlantic 

ICH 

4211  Norbourne  Boulevard 
Louisville,  KY  40207 
502-897-1861 

CEO:  Robert  T  Shaw 
Insurance-life  &  health 

Hillenbrand  Industries 
Highway  46 
Batesville,  IN  47006 
812-934-7000 

CEO:  Daniel  A  Hillenbrand 
Personal  products 
Health-medical  supplies 

George  A  Hormel 
PO  Box  800 
Austin,  MN  55912 
507-437-5611 

CEO:  Richard  L  Knowlton 
Food  processor-meatpacking 

Idaho  Power 
PO  Box  70 
Boise,  ID  83707 
208-383-2200 

CEO:  Robert  J  O'Connor 
Electric  utility-West 

Hilton  Hotels 

9336  Civic  Center  Drive 

Beverly  Hills,  CA  90210 

213-278-4321 

CEO:  Barron  Hilton 
Hotels  cx  gaming 

Hospital  Corp  of  America 
PO  Box  550 

Nashville,  TN  37202-0550 
615-327-9551 

CEO:  Dr  Thomas  F  Frist  Jr 
Health-services 

Illinois  Power 

500  South  27th  Street 

Decatur,  IL  62525 

217-424-6600 

CEO:  Wendell  J  Kelley 
Electric  utility-North  central 
Natural  gas-distributor 

Holiday  Corp 
1023  Cherry  Road 
Memphis,  TN  38117 
901-762-8600 

CEO:  Michael  D  Rose 
Hotels  &  gaming 

Household  International 
2700  Sanders  Road 
Prospect  Heights,  IL  60070 
312-564-5000 

CEO:  Donald  C  Clark 
Conglomerate 
Financial  company 

Illinois  Tool  Works 
8501  West  Higgins  Road 
Chicago,  IL  60631-2887 
312-693-3040 

CEO:  John  D  Nichols 
Heavy  equipment-industrial 

Home  Federal  Savings  &  Loan 

625  Broadway 

San  Diego,  CA  92101 

619-699-8000 

CEO:  Kim  Fletcher 
Thrift  institution 

Houston  Industries 

PO  Box  4567 

Houston,  TX  77210 

713-228-2474 

CEO:  Don  D  Jordan 

Electric  utility-South  central 

Imperial  Corp  of  America 

PO  Box  23036 

San  Diego,  CA  92123-0036 

619-292-3900 

CEO:  Kenneth  J  Thygerson 
Thrift  institution 

Home  Group 
59  Maiden  Lane 
New  York,  NY  10038 
212-530-7300 

CEO:  Marshall  Manley 
Insurance-property  &  casualty 

Howard  Savings  Bank 
PO  Box  1648 
Newark,  NJ  07101-1648 
201-430-2000 

CEO:  Donald  F  McCormick 
Thrift  institution 

IMS  International 
800  Third  Avenue 
New  York,  NY  10022 
212-371-2310 

CEO:  Robert  Louis-Dreyfus 
Media  services 

Home  Shopping  Network 
1529  US  Highway  19  South 
Clearwater,  FL  33546 
813-530-9455 

CEO:  Roy  M  Speer 
Retaili  ng-misce!laneous 

Humana 
PO  Box  1438 

Louisville,  KY  40201-1438 
502-580-1000 

CEO:  David  A  Jones 
Health-services 

Indiana  National 
One  Indiana  Square 
Indianapolis,  IN  46266 
317-266-6000 

CEO:  Thomas  M  Miller 
Bank-North  central 

Homestake  Mining 

650  California  Street 

San  Francisco,  CA  94108-2788 

415-981-8150 

CEO:  Harry  M  Conger 
Metal  s-nonferrous 

Huntington  Bancshares 
41  South  High  Street 
Columbus,  OH  43287 
614-476-8300 

CEO:  Frank  Wobst 
Bank-North  central 

Ingersoll-Rand 

200  Chestnut  Ridge  Road 

Woodcliff  Lake,  N|  07675 

201-573-0123 

CEO:  Thomas  A  Holmes 
Heavy  equipment-industrial 

Homestead  Financial 
1777  Murchison  Drive 
Burlingame,  CA  94010 
415-692-1432 

CEO:  Lawrence  Weissberg 
Thrift  institution 

EF  Hutton  Group 
31  West  52nd  Street 
New  York,  NY  10019 
212-969-5300 

CEO:  Robert  P  Rittereiser 
Brokerage  house 
Insurance-life  &.  health 

Inland  Steel  Industries 
30  West  Monroe  Street 
Chicago,  IL  60603 
312-346-0300 

CEO:  Frank  W  Luerssen 
Metals-steel 
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Look  inside 
and  you'll  think 


GRUMMAN 


"Registered  trademark  ol  Grumman  Corporation 


tronics  company. 

We've  integrated  more 
ditferent  electronic  systems 
into  more  different  air- 
planes than  anyone  else  in 
the  world. 

Grumman's  X-29  ad- 
vanced-technology de- 
monstrator has  three  com- 
puters that  make  it  possible 
to  control  this  forward- 
swept-wing  airplane. 
Grumman  space-satellite 
systems  will  detect  and 
track  missiles  from  the  in- 
stant of  lift-off.  Our  elec- 
tronics have  doubled  the 
power  of  the  E-2C  Hawkeye 
every  five  years. 

Electronic  systems  make 
Grumman  planes  the  best 
for  the  jobs  they  do.  And 
electronic  systems  are 
creating  new  opportunities 
for  Grumman. 

Only  GRUMMAN 
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Integrated  Resources 
666  Third  Avenue 
New  York,  NY  10017 
212-551-6000 

CEO:  Selig  A  Zises 
Financial  company 
Insurance-life  &  health 

Iowa-Illinois  Gas  &  Electric 

(1/.  Fact  Curnnll  Qtrppt 

Davenport,  IA  52801 
319-326-7111 

CEO:  Barry  C  O'Brien 
Natural  gas-distributor 
Electric  utility-North  central 

K  mart 

linn  Wptt  Riu  Rpnl/pr  Rn  nl 

Troy,  MI  48084 
313-643-1000 

CEO:  Bernard  M  Fauber 
Rctaihng-discount  &  variety  stores 

Intel 

3065  Bowers  Avenue 

Santa  Clara,  CA  95051-8126 

408-987-8080 

CEO:  Gordon  E  Moore 
Semiconductors 

Ipalco  Enterprises 
PD  Rhy  l  viil! 

L  \J  D11A  IJ/JD 

Indianapolis,  IN  46206 
317-261-8261 

CEO:  Zane  G  Todd 

Electric  utility-North  central 

Kaiser  Aluminum  &  Chemical 

JUU    1  il  M  >KR    LJ I1VC 

Oakland,  CA  94643 
415-271-3300 

CEO:  Cornell  C  Maier 
Metals-nonferrous 

Intereo 

1/11    tnntli    II    inl>>\      l(*l  If! 

1U1  aoutn  rianiey  Koaa 
St  Louis,  MO  63105 
314-863-1100 

CEO:  Harvey  Saligman 
Apparel  manufacturer 
Home  furnishings 

Irving  Bank 

Onp  Wall  Slri't'l 

WML     VV  .III  JL1CCI 

New  York,  NY  10005 
212-635-1111 

CEO:  Joseph  A  Rice 
Bank-multinational 

Kansas  City  Power  &.  Light 

1  \  til  R^ltirtinrP   A  t.'pn n p 

Kansas  City,  MO  64105 
816-556-2200 
CEO:  Arthur  J  Doyle 
Electric  utility-North  central 

InterFirst 

DO  R/w  fi  I (1(1(1 
rU  DOX  ojUUU 

Dallas,  TX  75283-1000 

214-977-3333 

CEO:  Robert  H  Stewart  III 

Bank-South  central 

ITT 

t    1 1  1  *  i  r  L  AvpnilP 

New  York,  NY  10022 
212-752-6000 

CEO:  Rand  V  Araskog 
Conglomerate 

Insurance-diversified/Telecomm-manufacturer 

Kansas  Gas  &  Electric 

PO  Rnv  90ft 
rw  DUA  £UO 

Wichita,  KS  67201 
316-261-6611 

CEO:  Wilson  K  Cadman 
Electric  utility-North  central 

Intergraph 

One  Madison  Industrial  Park 
Huntsville,  AL  35807-4201 
205-772-2000 

CEO:  lames  W  Meadlock 
Computers 

IU  International 

71/  \ in  in  ividrKei  iirtti 

Wilmington,  DE  19801 

302-571-5000 

CEO:  John  Gilray  Christy 
Conglomerate 
Trucking  ik  leasing 

Kansas  Power  &  Light 

PO  Rnv  R£Q 
L\J  DOX  00/ 

Topeka,  KS  66601 
913-296-6300 

CEO:  William  E  Wall 
Natural  gas-distributor 
Electric  utility-North  central 

International  Business  Machines 
uiq  vjrenara  Koaa 
Armonk,  NY  10504 
914-765-1900 

CEO:  [ohn  F  Akers 
Computers 

James  River  Corp  of  Virginia 

I)(  1  11 v  Til  O 
i  KJ  DOX  Lllo 

Richmond,  VA  23217 
804-644-5411 

CEO:  Brenton  S  Halsey 

Paper 

Packaging 

Kaufman  &  Broad 

11  /.Ml    U/ilcViiro  Rj1m1av«h1 

iiour  wusnire  Douie\aru 
Los  Angeles,  CA  90025-1748 
213-312-5000 

CEO:  Eh  Broad 
Insurance-life  &.  health 
Residential  builder 

International  Flavors  &  Fragrances 
jzi  west  3/tn  Mreet 
New  York,  NY  10019 
212-765-5500 

CEO:  Eugene  P  Grisanti 
Chemicals-specialized 

Jefferson-Pilot 

1) ,  \  (>,,,.  fy  i  nng 
rU  DOX  ZlUUo 

Greensboro,  NC  27420 
919-378-2011 

CEO:  W  Roger  Soles 
Insurance-life  &  health 

Kellogg 

r\J  BOX  iDVV 

Battle  Creek,  MI  49016-3599 
616-961-2000 

CEO:  William  E  LaMothe 
Food  processor-branded  foods 

International  Minerals  &  Chemical 

1  '1  1  Z   Cinilorc   rj .....  1 

ijij  ^anaers  Koau 
Northbrook,  IL  60062 
312-564-8600 

CEO:  George  D  Kennedy 
Chemicals-specialized 

Jim  Walter 

DO  11. .v   1 1  /.  (1 1 

rU  DOX  ZZuUl 

Tampa,  FL  33622 
813-871-4811 

CEO:  Joe  B  Cordell 
Conglomerate 
Construction  materials 

Kemper 

Kemper  Center 

Long  Grove,  IL  60049-0001 

312-540-2527 

CEO:  Joseph  E  Luecke 
Insurance-diversified 

International  Multifoods 

Rnv  ^OA"? 
DUX  - 

Minneapolis,  MN  55402 
612-340-3300 

CEO:  Andre  Gillet 

Food  processor-commodities 

Food  processor-branded  foods 

Johnson  &  Johnson 

One  Johnson  &  Johnson  Plaza 

New  Brunswick,  NJ  08933 

201-524-0400 

CEO:  James  E  Burke 
Personal  products 
Health-medical  supplies 

Kentucky  Utilities 
"One  Quality  Street 
Lexington,  KY  40507 
606-255-1461 

CEO:  William  B  Bechanan 
Electric  utility-Southeast 

International  Paper 
77  West  45th  Street 
New  York,  NY  10036 
212-536-6000 

CEO:  John  A  Georges 

Packaging 

Paper 

Johnson  Controls 
rw  dux  j/i 
Milwaukee,  WI  53201 
414-228-1200 

CEO:  Fred  L  Brengel 
Industrial  services 
Automotive  parts 

Kerr-McGee 

PO  Rnv  ^^Rnl 
iVJ  DOX  -  'MM 

Oklahoma  City,  OK  73125 
405-270-1313 

CEO:  Frank  A  McPherson 
Oil-other  oil  &  gas 
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Nhy  dol22  Forbes 500  Companies 
have  it  Made  in  Missouri? 


Our  super  advantages. 

Like  tax  credits  and  incentives  that  lead  the 
don.  Our  major  industry  fund  that  provides  $100 
Qion  in  low-cost  financing  for  business  expansion, 
id  our  unique  enterprise  zones  designed  to  make 
mansion  even  easier. 

Then  there's  our  central  location.  Our  well-edu- 
ed,  productive  work  force.  Superb  transportation 
twork.  Abundant  energy.  Low  cost  of  living.  And 
;h  quality  of  life. 

They're  all  part  of  the  Missouri  Advantage,™  a 
siness  environment  made  for  soaring  success. 

To  find  out  how  your  business  can  have  it  made 
Missouri,  clip  the  coupon.  Or  step  into  the  nearest 
one  booth  and  call  collect:  (314)  751-4539. 


Pa  TELL  ME  MORE  ABOUT  HOW  TO  HAVE 
IT  MADE  IN  MISSOURI. 
□  CALL  ME  ABOUT  YOUR  FREE  PLANNING 
ANALYSIS  FOR  BUSINESS  RELOCATION 
OR  EXPANSION. 

NAME  


F55bS  I 

Missouri 

Advantage 


TITLE. 


COMPANY. 


ADDRESS. 


.PHONE. 


CITY. 


.STATE . 


ZIP_ 


Mail  to:  MADE  IN  MISSOURI,™  P.  O.  BOX  118 
Jefferson  City,  MO  65102 
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KeyCorp 

60  State  Street 

Albany,  NY  12207 

518-447-3500 

CEO:  Victor  |  Riley  Ir 
Bank-Northeast 

Eli  Lilly 

Lilly  Corporate  Center 
Indianapolis,  IN  46285 
317-276-2000 

CEO:  Richard  D  Wood 
Health-  drugs 

Long  Island  Lighting 
175  East  Old  Country  Road 
Hicksville,  NY  1 1801 
516-933-4590 

CEO:  William  I  Catacosinos 
Electric  utility-Northeast 

Kidde 

Park  80  West  Plaza  2 
Saddle  Brook,  NJ  07662 
201-368-9000 

CEO:  Fred  R  Sullivan 
Conglomerate 
Home  furnishings 

Limited 

PO  Box  16528 

Columbus,  OH  43216 

614-475-4000 

CEO:  Leslie  H  Wexner 
Retaihng-apparel 

Longs  Drug  Stores 

PO  Box  5222 

Walnut  Creek,  CA  94596 

415-937-1170 

CEO:  Robert  M  Long 
Retai  ling-drugstores 



Kimberly-Clark 
PO  Box  619100 
Dallas,  TX  75261-9100 
214-830-1200 

CEO:  Darwin  E  Smith 
Personal  products 
Paper 

LIN  Broadcasting 

1370  Avenue  of  the  Americas 

New  York,  NY  10019 

212-765-1902 

CEO:  Donald  A  Pels 
Broadcasting 

Loral 

600  Third  Avenue 
New  York,  NY  10016 
212-697-1105 

CEO:  Bernard  L  Schwartz 
Aerospace  &.  defense 

Knight-Ridder 
One  Herald  Plaza 
Miami,  FL  33132-1693 
305-376-3800 

CEO:  Alvah  H  Chapman  (r 
Publishing 

Lincoln  National 

PO  Box  1110 

Fort  Wayne,  IN  46801 

219-427-2000 

CEO:  lan  M  Rolland 
Insurance-diversified 

Louisiana  Bancshares 

PO  Box  1511 

Baton  Rouge,  LA  70821 

504-389-4206 

CEO:  Charles  W  McCoy 
Bank-South  central 

Koppers 

Koppers  Building 
Pittsburgh,  PA  15219 
412-227-2000 

CEO:  Charles  R  Pullin 
Construction  materials 
Chemicals-specialized 

Litton  Industries 

360  North  Crescent  Drive 

Beverly  Hills,  CA  90210-9990 

213-859-5000 

CEO:  Orion  L  Hoch 
Conglomerate 
Aerospace  &  defense- 

Louisiana-Pacific 

111  Southwest  Fifth  Avenue 

Portland,  OR  97204 

503-221-0800 

CEO:  Harry  A  Merlo 
Lumber 

Kraft  (formerly  Dart  &  Kraft) 
Kraft  Court 
Glenview,  IL  60025 
312-998-2000 

CEO:  John  M  Richman 

Food  processor-branded  foods 

Liz  Claiborne 
1441  Broadway 
New  York,  NY  10018 
212-354-4900 

CEO:  Elisabeth  C  Ortenberg 
Apparel  manufacturer 

Louisville  Gas  &  Electric 
PO  Box  32010 
Louisville,  KY  40232 
502-566-4011 

CEO:  Robert  L  Royer 
Electric  utility-Southeast 
Natural  gas-distributor 

Kroger 

1014  Vine  Street 
Cincinnati,  OH  45201 
513-762-4000 

CEO:  Lyle  Evermgham 
Supermarkets-major 

Lockheed 

4500  Park  Granada  Boulevard 
Calabasas,  CA  91399 
818-712-2000 

CEO:  Lawrence  O  Kitchen 
Aerospace  &  defense 

Lowe's  Cos 
Box  1111 

No  Wilkesboro,  NC  28656-0001 
919-651-4000 

CEO:  Leonard  G  Herring 
Retailing-miscellaneous 

Leaseway  Transportation 
3700  Park  East  Drive 
Cleveland,  OH  44122 
216-765-5500 

CEO:  Gerald  C  McDonough 
Trucking  &  leasing 

Loews 

666  Fifth  Avenue 
New  York,  NY  10103 
212-841-1000 

CEO:  Laurence  A  Tisch 

Insurance-diversified 

Tobacco 

LTV 

PO  Box  225003 
Dallas,  TX  75265-5003 
214-979-7711 

CEO:  Raymond  A  Hay 
Metals-steel 
Aerospace  &.  defense 

Liberty  National  Bancorp  (formerly  Liberty 

United  Bancorp) 

PO  Box  32500 

Louisville,  KY  40232 

502-566-2000 

CEO:  Frank  B  Hower  Ir 

Bank-Southeast 

Lomas  &  Nettleton  Financial 
PO  Box  655644 
Dallas,  TX  75265-5644 
214-746-7111 

CEO:  Jess  T  Hay 
Financial  company 

Lubrizol 

29400  Lakeland  Boulevard 
Wickliffe,  OH  44092 
216-943-4200 

CEO:  Lester  E  Coleman 
Chemicals-specialized 

Life  Investors 

Jill  C,t«*»*»-i* D „  , ,1  fvic 

fcugevtood  Koau  I\b 
Cedar  Rapids,  IA  52499 
319-398-8511 

CEO:  Robert  D  Ray 
Insurance-life  &  health      .  ? 

Lone  Star  Industries 
PO  Box  5050 
Greenwich,  CT  06836 
203-661-3100 

CEO:  (ames  E  Stewart 
Cement  &  gypsum 

Lucky  Stores 
PO  Box  BB 
Dublin,  CA  94568 
415-833-6000 
CEO:  John  M  Lillie 
Supermarkets-maior 
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There  is  absolutely  no  room  for  compromise  in  assuring  the 
operational  and  structural  reliability  of  components  for  U.S.  Air 

Force  high  altitude  reconnaissance  aircraft,  like  the  SR71. 
Fansteel's  Precision  Sheet  Metal  operation  conforms  to  such 
meticulously  precise  quality  assurance  standards  in  its  production  of 
after-burner  combustion  chamber  liners  for  the 
SR71  's  Pratt  &  Whitney  engines. 

This  is  only  one  example  of  how  Fansteel  companies  are  meeting 
U.S.  and  international  military  and  domestic  industrial  requirements 
with  a  consistently  expanding  materials  technology. 

It  will  pay  you  to  know  more  about  us. 

L  anstccl 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 
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Mack  Trucks 
PO  Box  M 

Allentown,  PA  18105-5000 
215-439-3011 

CEO:  |ohn  B  Curcio 
Automobiles  trucks 

Marsh  &  McLennan  Cos 
1221  Avenue  of  the  Americas 
New  York,  N  Y  10020 
212-997-2000 
CEO:  Frank  I  Tasco 
Insurance-broker 

McGraw-Hill 

1221  Avenue  of  the  Americas 
New  York,  NY  10020 
212-512-2000 

CEO:  (oseph  L  Dionne 
Publishing 

Macmillan 

866  Third  Avenue 

New  York,  NY  10022 

212-702-2000 

CEO:  Edward  P  Evans 
Publishing' 

Marshall  &  Ilsley 
770  North  Water  Street 
Milwaukee,  WI  53202 
414-765-7801 

CEO  John  A  Puehcher 
Bank-North  central 

MCI  Communications 
1133  19th  Street  NW 
Washington,  DC  20036 
202-872-1600 

CEO:  William  G  McGowan 
Telecomm-carner 

Manufacturers  Hanover 
270  Park  Avenue 
New  York,  NY  10017 
212-286-6000 

CEO:  John  F  McGillicuddy 
Bank-multinational 

Martin  Marietta 
6801  Rockledge  Drive 
Bethesda,  MD  20817 
301-897-6000 

CEO:  Thomas  G  Pownall 
Aerospace  &.  defense 

McKesson 

One  Post  Street 

San  Francisco,  CA  94104 

415-983-8300 

CEO:  Thomas  W  Field  Jr 
Health-drugs 

Manufacturers  National 
Renaissance  Center 
Detroit,  MI  48243 
313-222-4000 

CEO:  Dean  E  Richardson 
Bank-North  central 

Maryland  National 
10  Light  Street 
Baltimore,  MD  21202 
301-244-5000 

CEO:  Alan  P  Hoblitzell  Jr 
Bank-Mid-Atlantic 

MCorp 

1807  Commerce  Street 
Dallas,  TX  75201 
214-698-5000 

CEO:  Gene  H  Bishop 
Bank-South  central 

Manville 
PO  Box  5108 
Denver,  CO  80217 
303-9^8-2000 

CEO:  William  T  Stephens 
Construction  materials 

Masco 

21001  Van  Born  Road 
Taylor,  MI  48180 
313-274-7400 

CEO:  Richard  A  Manoogian 
Construction  materials 

Mead 

Courthouse  Plaza  Northeast 
Dayton,  OH  45463 
513-222-6323 

CEO:  Bumell  R  Roberts 

Paper 

Packaging 

Mapco 

PO  Box  645 

Tulsa,  OK  74101-0645 

918-581-1800 

CEO  James  E  Barnes 
Oil-other  oil  &  gas 

May  Department  Stores 
611  Olive  Street 
St  Louis,  MO  63101 
314-342-6300 

CEO:  David  C  Farrell 
Retailing-department  stores 

Medtronic 

7000  Central  Avenue  NE 
Minneapolis,  MN  55432-3576 
612-574-4000 

CEO:  Winston  R  Walhn 
Health-medical  supplies 

Marine 
PO  Box  481 
Milwaukee,  WI  53201 
414-765-3000 

CEO:  George  R  Slater 
Bank-North  central 

Maytag 

Newton,  IA  50208 
515-792-7000 

CEO:  Daniel  I  Krumm 
Appliances 

Mellon  Bank 
Mellon  Bank  Center 
Pittsburgh,  PA  15258 
412-234-5000 

CEO:  I  David  Barnes 
Bank-Mid- Atlantic 

Marine  Midland  Banks 
140  Broadway 
New  York,  NY  10015 
212-440-1000 

CEO:  John  R  Petty 
Bank-Northeast 

MCA 

100  Universal  City  Plaza 
Universal  City,  CA  91608 
818-777-1000 

CEO:  Lew  R  Wasserman 
Entertainment 

Melville 

3000  Westchester  Avenue 
Harrison,  NY  10528 
914-253-8000 

CEO:  Francis  C  Rooney  Jr 
Retailing-apparel 
Retailing-shoe  stores 

Marion  Laboratories 
PO  Box  8480 
Kansas  City,  MO  64114 
816-966-4000 

CEO:  Fred  W  Lyons  fr 
Health-drugs 

McDonald's 
McDonald's  Plaza 
Oak  Brook,  IL  60521 
312-575-3000 

CEO:  Michael  R  Quinlan 
Restaurant  chain 

Mercantile  Bancorporation 

PO  Box  524 

St  Louis,  MO  63166 

314-425-2525 

CEO:  Donald  E  Lasater 
Bank-North  central 

Marriott 

One  Marriott  Drive 

Washington,  DC  20058 

301-897-9000 

CEO:  J  Willard  Marriott  Jr 

Hotels  &.  gaming 

Food  distributor-wholesale 

McDonnell  Douglas 

PO  Box  516 

St  Louis,  MO  63166 

314-232-0232 

CEO:  Sanford  N  McDonnell 
Aerospace  &.  defense 

Mercantile  Bankshares 
PO  Box  1477 
Baltimore,  MD  21203 
301-237-5900 

CEO:  H  Furlong  Baldwin 
Bank-Mid- Atlantic 
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Creativity  is  a  powerful  asset 


Total  Assets,  $8.7  Billion.  Revenues,  $3.2  Billion.  Shareholders'  Equity,  $2.4  Billion. 

General 


America's  Largest  Reinsurance  Group 


'  General  Re  Corporation,  Financial  Centre,  Stamford,  CT 
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Mercantile  Stores 
128  West  31st  Street 
New  York,  NY  10001 
212-560-0500 

CEO:  Leon  F  Winbigler 
Retailing-department  stores 

Midlantic 
PO  Box  600 
Edison,  \  1  08818 
201-321-8000 

CEO:  Robert  Van  Buren 
Bank-Mid-Atlantic 

Moore  Financial  Group 
r\)  Box  8247 
Boise,  ID  83733 
208-383-7000 

CEO  Daniel  R  Nelson 
Bank-West 

Merchants  National 

One  Merchants  Plaza 

Indianapolis,  IN  46255 

317-267-7000 

CEO:  Otto  N  Frenzel  III 

Bank-North  central 

Millipore 

80  Ashby  Road 

Bedford,  MA  01730 

617-275-9200 

CEO:  (ohn  A  Gilmartin 

Health-medical  supplies 

JP  Morgan 

23  Wall  Street 

New  York,  NY  10015 

212-483-2323 

CEO:  Lewis  T  Preston 
Bank-multinational 

Merck 

PO  Box  2000 

Rahway,  N|  07065-0909 

201-574-4000 

CEO:  P  Roy  Vagelos 
Health-drugs 

Minnesota  Mining  &  Manufacturing 
3M  Center 

St  Paul,  MN  51444-1000 
612-733-1110 

CEO:  Allen  F  lacobson 
Conglomerate 

Morgan  Stanley 

1251  Avenue  of  the  Americas 

New  York,  NY  10020 

212-703-4000 

CEO:  S  Parker  Gilbert 
Brokerage  house 

Meridian  Bancorp 
PO  Box  1102 
Reading,  PA  19603 
215-320-2000 

CEO:  Samuel  A  McCullough 
Bank-Mid-Atlantic 

Minnesota  Power 
30  West  Superior  Street 
Duluth,  MN  55802 
218-722-2641 

CEO:  lack  F  Rowe 

Electric  utility-North  central 

Morrison-Knudsen 
rU  Box  73 
Boise,  ID  83707 
208-386-8000 

CEO:  William  (  Deasy 
Commercial  builder 

Meritor  Financial  Group 
12  South  12th  Street 
Philadelphia,  PA  19107 
215-636-6000 

CEO:  Frederick  S  Hammer 
Thrift  institution 

Mobil 

150  East  42nd  Street 

New  York,  NY  10017-5666 

212-883-4242 

CEO:  Allen  E  Murray 
Oil-international 
Retailing-department  stores 

Morton  Thiokol 

110  North  Wacker  Drive 

Chicago,  IL  60606-1560 

312-807-2000 

CEO:  Charles  S  Locke 
Chemicals-specialized 
Aerospace  &.  defense 

Merrill  Lynch 

165  Broadway 

New  York,  NY  10080 

212-637-7455 

CEO:  William  A  Schreyer 
Brokerage  house 

Molex 

2222  Wellington  Court 
Lisle,  IL  60532 
312-969-4550 

CEO:  John  H  Krehbiel  Ir 
Electronic  equipment 

Motorola 

1303  East  Algonquin  Road 
Schaumburg,  IL  60196 
312-397-5000 

CEO:  William  I  Weisz 

Telecomm-manufacturer 

Semiconductors 

Fred  Meyer 

3800  Southeast  22nd  Avenue 
Portland,  OR  97202 
503-232-8844 

CEO:  Oran  B  Robertson 
Supermarkets-regional 
Retaihng-discount  £».  variety  stores 

Monarch  Capital 
One  Financial  Plaza 
Springfield,  MA  01102-9002 
413-781-3000 

CEO:  Gordon  N  Oakes  Jr 
Insurance-life  &  health 

Murphy  Oil 

200  Peach  Street 

El  Dorado,  AR  71730 

501-862-6411 

CEO:  Robert  I  Sweeney 
Oil-other  oil  &.  gas 

Michigan  National 
PO  Box  9065 

Farmington  Hills,  MI  48018 
313-642-9001 

CEO:  Robert  I  Mvlod 
Bank-North  central 

Monfort  of  Colorado 
PO  Box  G 

Greeley,  CO  80632-0350 
303-353-2311 

CEO:  Kenneth  Monfort 
Food  processor-meatpacking 

Nalco  Chemical 
One  Nalco  Center 
Napenille,  IL  60566-1024 
312-961-9500 

CEO:  Worley  H  Clark  Ir 
Chemicals-specialized 

Microsoft 
Box  97017 

Redmond,  WA  98073-9717 
206-882-8080 

CEO:  William  H  Gates  III 
Office  products  &  services 

Monsanto 

800  North  Lindbergh  Boulevard 
St  Louis,  MO  63167 
314-694-1000 

CEO:  Richard  (  Mahoney 
Chemicals-diversified 

Nash  Finch 

3381  Gorham  Avenue 

St  Louis  Park,  MN  55426 

612-929-0371 

CEO:  Harold  B  Finch  Ir 
Food  distributor-wholesale 
Supermarkets-regional 

Middle  South  Utilities 
rU  BOX  OlUUb 

New  Orleans,  LA  70161 

504-529-5262 

CEO:  Edwin  A  Lupberger 

Electric  utility-South  central 

Montana  Power 
40  East  Broadway 
Butte,  MT  59701 
406-723-5421 

CEO:  W  Paul  Schmechel 
Electric  utility-West 
Natural  gas-distnbutor/Coal 

National  Bancshares  Corp  of  Texas 
PO  Box  121 

San  Antonio,  TX  78291 
512-225-2511 

CEO:  Richard  W  Calvert 
Bank-South  central 
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Leadership  begins  at  the  top.  But  it  cannot  end 
ire.  One  of  the  strengths  of  Rockwell  International 
i  structure  that  encourages  leadership  on  every 
rel.  From  all  120,000  Rockwell  employees  worldwide, 
,000  of  them  engineers,  scientists  and  technicians, 
jality  people  have  been  attracted  to  our  company 
cause  we  put  a  world  of  technology  at  their  fingertips, 
id  because  Rockwell  both  recognizes  and  rewards 
trepreneurial  initiative. 

One  result  is  innovation  that  responds  to  the  needs  of  our 
stomers.  Another  result  is  a  record  of  sales  and  earnings 
:reases.  Since  1976,  sales  have  risen  from  $4.7  to  $12.3 
lion,  and  the  company  has  achieved  11  consecutive 
ars  of  increased  earnings. 

To  find  out  more  about  a  company  with  leadership 
mmitted  to  continued  growth,  write:  Rockwell 
ternational,  Department  815R-127, 
D.  Box  17510,  Pittsburgh,  PA  15235. 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries /A-B  Industrial  Automation 
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National  City 

1900  East  Ninth  Street 

Cleveland,  OH  44114-3484 

216-575-2000 

CEO:  J  Robert  Killpack 
Bank-North  central 

NCR 

Dayton,  OH  45479 
513-445-5000 

CEO:  Charles  E  Exley  lr 
Computers 

North  American  Philips 

inn  Fast  17nH  s*rrppt 
iuu  ndsi  -*  „  1 1  u  Direct 

New  York,  NY  10017 

212-697-3600 

CEO:  Cees  Bruynes 
Appliances 
Electronic  equipment 

National  Community  Bank 
24  Park  Avenue 
Rutherford,  N|  07070 
201-845-1000 

CEO:  Robert  M  Kossick 
Bank-Mid-Atlantic 

New  England  Electric  System 

*1j  t\C>cdlLII  unvc 

Westborough,  MA  01582 
617-366-9011 

CEO:  Samuel  Huntington 
Electric  utility-Northeast 

Northeast  Bancorp 
pn  Rnv  7nn 

I\J  DUX  /  UU 

Stamford,  CT  06904-0700 
203-348-6211 

CEO:  Frank  I  Kugler  [r 
Bank-Northeast 

National  Distillers  &  Chemical 
99  Park  Avenue 
New  York,  NY  10016 
212-949-5000 

CEO:  John  H  Stookey 
Chemicals-di  versified 
Oil-other  oil  &  gas 

New  York  State  Electric  &  Gas 

pn  11   v  OCT 
rU  BOX  Zo/ 

Ithaca,  NY  14851 

607-729-2551 

CEO:  Wells  P  Allen  Ir 
Electric  utility-Northeast 

Northeast  Savings  FA 
50  State  Street 
Hartford,  CT  06103 
203-280-1000 

CEO:  Kent  Dixon 
Thrift  institution 

National  Intergroup 
20  Stanwix  Street 
Pittsburgh,  PA  15222 
412-394-4100 

CEO  Howard  M  Love 
Oil-other  oil  &  gas 
Health-drugs 

New  York  Times 
Z.L/  west  4jta  street 
New  York,  NY  10036 
212-556-1234 

CEO:  Arthur  Ochs  Sulzberger 
Publishing 

Northeast  Utilities 

PO  R/w  77ft 
rvj  BOX  Z/U 

Hartford,  CT  06141-0270 
203-665-5000 

CEO:  William  B  Ellis 
Electric  utility-Northeast 

National  Medical  Enterprises 
11620  Wilsnire  boulevard 
Los  Angeles,  CA  90025 
213-479-5526 

CEO:  Richard  K  Earner 
Health-services 

Newmont  Mining 
200  Park  Avenue 
New  York,  NY  10166 
212-953-6900 

CEO:  Gordon  R  Parker 
Metals-nonferrous 

Northern  Indiana  Public  Service 
5265  Hohman  Avenue 
Hammond,  IN  46320 
219-853-5200 

CEO:  Edmund  A  Schroer 
Electric  utility-North  central 
Natural  gas-distributor 

National  Semiconductor 

do  conoft 
rKJ  BOX  joUVU 

Santa  Clara,  CA  95052-8090 
408-721-5000 

CEO:  Charles  E  Sporck 
Semiconductors 
Electronic  equipment 

Niagara  Mohawk  Power 
trie  Douievaru  west 
Syracuse,  NY  13202 
315-474-1511 

CEO:  John  G  Haehl  [r 
Electric  utility-Northeast 
Natural  gas-distributor 

Northern  States  Power 

ill  \  ;  II  ,,  Mill 

414  lMlCOllet   M  Jll 

Minneapolis,  MN  55401 
612-330-5500 

CEO:  lames  |  Howard 
Electric  utility-North  central 
Natural  gas-distributor 

National  Service  Industries 

1  1  (ift    P,     1  ,    I-.  1  r.  .  .  .    St  i  ...1     \  1 

i lou  reacniree  street  i\tL 
Atlanta,  GA  30309 
404-892-2400 

CEO:  Erwin  Zaban 
Electrical  equipment 
Industrial  services 

Nicor 

DO  Dnv inn 

Naperville,  IL  60566-0200 
312-242-4470 

CEO:  Richard  G  Chne 
Natural  gas-distributor 

Northern  Trust 

"u  soutn  Lasane  street 

Chicago,  IL  60675 

312-630-6000 

CEO:  Weston  R  Christopherson 
Bank-North  central 

Navistar  International 
401  North  Michigan  Avenue 
Chicago,  IL  60611 
312-836-2000 

CEO:  Donald  D  Lennox 
Automobiles  &  trucks 

Nordstrom 
1501  Fifth  Avenue 
Seattle,  WA  98101 
206-628-2111 

CEO:  Bruce  A  Nordstrom 
Retailing-apparel 

Northrop 

1840  Century  Park  East 

Los  Angeles,  CA  90067-2199 

213-553-6262 

CEO:  Thomas  V  Jones 
Aerospace  fis  defense 

NBD  Bancorp 

611  Woodward  Avenue 

Detroit,  MI  48226 

313-225-1000 

CEO:  Charles  T  Fisher  III 
Bank-North  central 

Norfolk  Southern 
One  Commercial  Place 
Norfolk,  VA  23510-2191 
804-629-2600 

CEO:  Arnold  B  McKinnon 
Railroads 

.Northwestern  National  Life  Insurance 
20  Washington  Avenue  South 
Minneapolis,  MN  55440 
612-372-5432 

CEO:  John  E  Pearson 
Insurance-life  &.  health 

NCNB 

wilt    i>  V_  tS  I J  I  Idcd 

Charlotte,  NC  28255 

704-374-5000 

CEO:  Hugh  L  McColl  |r 

Bank-Southeast 

Norstar  Bancorp 
One  Norstar  Plaza 
Albanv,  NY  12207-2796 
518-447-4043 

CEO:  Peter  D  Kieman 
Bank-Northeast 

Norwest 

izuu  reavev  Bunuing 
Minneapolis,  MN  55479 
612-3^2-8268 

CEO:  Lloyd  P  Johnson 
Bank-North  central 

310 
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YOU'VE  JUST  TAKEN  YOUR 
FIRST  STEP  TOWARD  SUCCESS. 
NOW,  WHAT'S  YOUR  NEXT  MOVE? 


TAXES 

Save  More  By 
Spending  More 


MICHAEL  KORDA 

["he  Hidden  Message 
of  Manners 


ENTREPRENEURS 

The  Seven  Traits  All 
Winners  Share 


INVESTING 

You  Can  Retire 
With  a  Million 


DECISIONS 

How  to  Think 
Like  a  CEO 


TOM  PETERS 

Sales  People:  Remember 
These  Crucial  Details 


Getting  ahead  takes  know- 
iw  and  hard  work,  but  it  also 
sips  to  have  the  right  tools, 
ickily,  you've  just  picked  up 
le  of  the  most  powerful  instruments  around 
r  career  advancement:  SUCCESS!  Magazine. 

That's  a  start.  Now  you  need  to  make  the  next 
ove.  Why  not  make  it  a  subscription  to  SUCCESS! 
where  each  month  you'll  learn  the  new  strategies, 
chniques  and  opportunities  for  moving  ahead, 
oving  up  (and  making  more  money). 

You'll  discover  how  today's  top  executives  chose 
eir  paths  to  success — and  how  you  can  blaze  your 
vn  trail.  You'll  gain  insights  into  why  some  people 
jcome  successful,  while  others  are  left  behind. 

You'll  also  profit  by  quick  studies  that  range  from 
)w  to  profitably  invest  your  own  funds  to  how  to 
mdle  emerging  new  technologies. 

You  can  count  on  articles  in  every  issue  to  keep  you 
lead  of  the  pack — and  on  your  way  to  the  top. 

Order  your  subscription  today.  Simply  call  toll-free 
i00-247-5470  or  return  one  of  the  order  cards  in  this 
sue. 

We'll  send  you  one  year  of  SUCCESS!  for  only 
.97.  Not  only  a  small  investment  in  your  future,  but 
isk-free  one.  For  if  you  ever  wish  to  cancel  your 
bscription,  just  let  us  know  and  we'll  refund  your 
)ney  on  all  unmailed  issues. 

But  act  now.  These  special  prices  will  be  available 
only  a  limited  time. 


Subscribe  NOW  and  SAVE— 
50%  off  the  annual  cover  price. 


SICCESS! 


MAKE  IT  YOUR  NEXT  SMART  MOVE. 


SUCCESS!  P.O.  Box  3036  Harlan,  IA  51593-2097 


YES 


§  Please 
;  enter 


my  subscription  to 
SUCCESS!  at  the 
special  introductory 
rate. 

(Please  Print  Clearly) 


□  One  year  for  $9.97* 

□  Payment  enclosed  □  Bill  me 
Charge  my:  □  Mastercard  □  VISA 

Date  expires:  


Signature. 


NAME 


STREET 


CITY  STATE  ZIP 

"Savings  based  on  S2  00  cover  price  Regular  one  year  subscription  price  is  Si 4  95 
For  Canadian  and  foreign  subscription,  please  add  S5  per  year 
(Allow  4 — 6  weeks  tor  delivery  of  your  first  issue  )  M  I  368 
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NWA 

Minneapolis/St  Paul  Airport 
St  Paul,  MN  55111 
612-726-2111 

CEO:  Steven  G  Rothmeier 
Air  transport-passenger 

Olin 

PO  Box  1355 

Stamford,  CT  06904-1355 
203-356-2000 

CEO:  lohn  M  Henske 
Chemicals-di  versified 

Pan  Am 

200  Park  Avenue 
New  York,  NY  10166 
212-880-1234 

CEO:  C  Edward  Acker 
Air  transport-passenger 

Nynex 

335  Madison  Avenue 
New  York,  NY  10017 
212-370-7400 

CEO:  Delbert  C  Staley 
Telecomm-carrier 

Owens-Corning  Fiberglas 
Fiberglas  Tower 
Toledo,  OH  43659 
419-248-8000 

CEO:  William  W  Boeschenstein 
Construction  materials 

Panhandle  Eastern 

PO  Box  1642 

Houston,  TX  77251-1642 

713-664-3401 

CEO:  Robert  D  Hunsucker 
Natural  gas-prod  is.  pipeliner 

Occidental  Petroleum 

10889  Wilshire  Boule\ard 

Los  Angeles,  CA  90024 

213-879-1700 

CEO:  Armand  Hammer 

Oil-international 

Food  processor-meatpacking 

Paccar 

PO  Box  1518 
Bellevue,  WA  98009 
206-455-7400 

CEO:  Charles  M  Pigott 
Automobiles  &  trucks 

Parker-Hannilin 
17325  Euclid  Avenue 
Cleveland,  OH  44112-1290 
216-531-3000 

CEO:  Paul  G  Schloemer 
Heavy  equipment-industrial 
Aerospace  &  defense 

Ogden 

277  Park  Avenue 
New  York,  NY  10172 
212-754-4000 

CEO:  Ralph  E  Ablon 

Industrial  services 

Food  processor-branded  toods 

Pacific  First  Financial 
PO  Box  1257 
Tacoma,  WA  98401 
206-383-2511 

CEO:  lames  K  Anderson 
Thrift  institution 

Payless  Cashways 
PO  Box  466 

Kansas  City,  MO  64141-0466 
816-234-6000 

CEO:  David  Stanley 
Retailing-miscellaneous 

Ohio  Casualty 

136  North  Third  Street 

Hamilton,  OH  45025 

513-867-3000 

CEO:  John  G  Sloneker 
Insurance-property  &  casualty 

Pacific  Gas  &  Electric 

77  Beale  Street 

San  Francisco,  CA  94106 

415-781-4211 

CEO:  Richard  A  Clarke 
Electric  utility-West 
Natural  gas-distributor 

Penn  Central 

500  West  Putnam  Avenue 
Greenwich,  CT  06836 
203-629-5000 

CEO:  Carl  H  Lindner 
Conglomerate 
Oil-other  oil  &.  gas 

Ohio  Edison 

76  South  Main  Street 

Akron,  OH  44308 

216-384-5100 

CEO:  Justin  T  Rogers  |r 
Electric  utility-North  central 

Pacific  Lighting 

810  South  Flower  Street 

Los  Angeles,  CA  90017 

213-689-3481 

CEO:  Paul  A  Miller 
Natural  gas-integrated 
Retailing-dnigstores 

Pennbancorp 
Pennbank  Center 
Titusville,  PA  16354 
814-827-2751 

CEO:  William  F  Roemer 
Bank-Mid-Atlantic 

Oklahoma  Gas  &  Electric 
PO  Box  321 

Oklahoma  City,  OK  73101 
405-272-3000 

CEO:  lames  G  Harlow  Jr 
Electric  utility-South  central 

Pacific  Telesis  Group 

140  New  Montgomery  Street 

San  Francisco,  CA  94105 

415-882-8000 

CEO:  Donald  E  Guinn 
Telecomm-carrier 

|C  Pennev 

1301  Avenue  of  the  Americas 
New  York,  NY  10019 
212-957-4321 

CEO:  William  R  Howell 
Retaihng-department  stores 

Old  Kent  Financial 
One  Vandenberg  Center 
Grand  Rapids,  MI  49503 
616-774-5000 

CEO:  (ohn  C  Canepa 
Bank-North  central 

PacifiCorp 

851  SW  Sixth  Avenue 
Portland,  OR  97204 
503-243-5190 

CEO:  Don  C  Fnsbee 
Electric  utility-West 
Coal/Telecomm-carrier 

Pennsylvania  Power  &  Light 
Two  North  Ninth  Street 
Allentown,  PA  18101-1179 
215-770-5151 

CEO:  Robert  K  Campbell 
Electric  utility-Northeast 

Old  Republic  International 
307  North  Michigan  Avenue 
Chicago,  IL  60601 
312-346-8100 

CEO:  William  R  Stover 
Insurance-diversified 

PaineWebber  Group 

1285  Avenue  of  the  Americas 

New  York.  NY  10019 

212-713-2000 

CEO:  Donald  B  Marron 
Brokerage  house 

Pennzoil 

PO  Box  2967 

Houston,  TX  77252-8200 

713-546-4000 

CEO:  I  Hugh  Liedtke 
Oil-other  oil  &  gas 

Old  Stone 

i  en  v ..... » «   *     t  . 

18U  South  Main  Street 
Providence,  RI  02903 
401-278-2000 

CEO:  Theodore  W  Bames 
Bank-Northeast 

Pall 

30  Sea  Cliff  Avenue 
Glen  Cove,  NY  11542 
516-671-4000 

CEO:  Abraham  Krasnoff 
Heavy  equipment-industrial 
Aerospace  &.  defense 

Peoples  Energy 

122  South  Michigan  Avenue 

Chicago,  IL  60603 

312-431-4000 

CEO:  Eugene  A  Tracy 
Natural  gas— distributor 
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T3et  the  house 

on  Liston. 
[fs  a  sure  thing? 

Once  again,  what  could  never  happen, 
happened.  Once  again,  the  underdog  had 
defeated  the  favorite.  And  once  again, 
people  would  learn— many  the  hard  way— 
that  there  are  very  few  sure  things  in  life. 

And  the  municipal  bond  business  is  cer- 
tainly no  exception  to  the  rule.  That's  why 
tnere's  FGIC  Municipal  Bond  Insurance. 

When  it  comes  to  the  business  of  insur- 
ing municipal  bonds,  there  isn't  a  company 
on  earth  that  can  do  it  better. 
Why?  Our  unequaled  strength. 
You  see,  FGIC  is  now  a  publicly-held 
company,  whose  founding  investors— own- 
ing over  80%  of  the  stock— include  six  of 
the  largest,  most  powerful  and  secure 
corporations  in  America. 

And  our  capital  base  has  increased 
five-fold  through  eight  separate  equity  con- 
tributions. Today,  that  capital  base  is  over 
364  million  dollars.  And  that's  in  cash,  not 
in  promises.  And  in  this  business,  hard  cash 
is  the  truest  form  of  strength. 

There  isn't  a  company  in  this  business 
with  that  kind  of  pure  cash  strength  behind 
it.  Or  with  that  kind  of  claims-paying  ability 

Perhaps  that's  one  reason  why  we  can 
say  with  complete  confidence,  that  we 
guarantee  payment,  in  full,  of  principal  and 
interest  on  every  FGIC-insured  bond— under 
every  circumstance. 

And  why  every  FGIC  bond  is  rated 
"Triple  A'  by  both  Moody's  and  Standard 
and  Poor's. 

In  short,  FGIC  Municipal  Bond  Insur- 
ance is  one  of  life's  few  sure  things— you  can 
bet  on  it. 

Further  information  is  available  from 
FGIC.  Call  1-800-255-FGIC  to  learn  more. 

FGIC's  founding  investors  include  General  Electric  Credit 
Corporation,  General  Reinsurance  Corporation,  The  Kemper 
Group,  Merrill  Lynch  Co.  Inc.,  J.  P  Morgan  and  Co.  Inc.  and 
Shearson  Lehman  Brothers  Inc. 


FGICL 

Bond  insurance. 
One  of  lifes  few  sure  things. 
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PepsiCo 

7U0  Anderson  Hill  Koad 
Purchase,  NY  10577 
914-253-2000 

CEO:  D  Wayne  Calloway 

Beverages-soft  drinks 

Food  proc-branded  foods 'Restaurant  chain 

Pillsbury 

7fl.ft  <tniitli  s  t  \  ill  Sfrri-t 

_UU  3UUIII  31X111  JUCCl 

Minneapolis,  MN  55402 
612-330-4966 

CEO:  |ohn  M  Stafford 

Food  processor-branded  foods 

Restaurant  chain 

Primark 

>  —  >  1    V  I  ICIIIMIUIU  U  IlVC 

McLean,  VA  22102 
703-790-7600 

CEO:  Robert  W  Stewart 
Natural  gas-distributor 

Perkin-Elmer 
761  Main  Avenue 
Norwalk,  CT  06859-0082 
203-762-1000 

CEO:  Horace  G  McDonell 
Electronic  equipment 
Aerospace  &.  defense 

Pitney  Bowes 

\  \    .  1  i  ,   r    1  I    \\  liaolof   lr    1  Irn  u 

Wdiici  1 1  vvrict-icr  jr  i ./ 1 1  v  t 
Stamford,  CT  06926-0700 
203-356-5000 

CEO:  George  B  Harvey 
Electronic  equipment 

Prime  Motor  Inns 
pn  nnv ?7no 

r\J  DUX  i/UU 

Fairfield,  NJ  07007-2700 
201-882-1010 

CEO:  Peter  E  Simon 
Hotels  cx  gaming 

Perpetual  Savings  Bank  FSB 
2034  Eisenhower  Avenue 
Alexandria,  VA  22314 
703-838-6000 

CEO:  Thomas  I  Owen 
Thrift  institution 

PNC  Financial 

1  itili    \  i  >>niii'  Hi    W  in, A  (trppl 

ruin  /wtiiuc  ex.  vv (hiu  jucti 
Pittsburgh,  PA  15222 
412-355-2000 

CEO:  Thomas  H  O'Brien 
Bank-Mid-Atlantic 

Procter  &  Gamble 

One  Procter  &  Gamble  Plaza 

Cincinnati,  OH  45202 

513-983-1100 

CEO:  lohn  G  Smale 
Personal  products 
Household  products 

Petrie  Stores 

70  Enterprise  Avenue 

Secaucus,  NJ  07094 

201-866-3600 

CEO:  Milton  I  Petrie 
Retailing-apparel 

Polaroid 

549  Technology  Square 
Cambridge,  MA  02139 
617-577-2000 

CEO:  I  MacAllister  Booth 
Photography 

Progressive 
pn  Rnv  linn 

ru  DOX  JU/ u 

Cleveland,  OH  44101 
216-464-8000 

CEO:  Peter  B  Lewis 
Insurance-property  &.  casualty 

Pfizer 

Zi3  Last  <*zno  street 
New  York,  NY  10017 
212-573-2323 

CEO:  Edmund  T  Pratt  |r 
Health-drugs 

Portland  General 

121  Southwest  Salmon  Street 

Portland,  OR  97204 

503-226-8333 

CEO:  Robert  H  Short 
Electric  utility-West 

Provident  Life  &.  Accident 
Fountain  Square 
Chattanooga,  TN  37402 
615-755-1011 

CEO:  H  Carey  Hanlin 
Insurance-life  &.  health 

PHH  Group 

11333  McCormick  Road 
Hunt  Valley,  MD  21031 
301-771-1900 

CEO:  (erome  W  Geckle 
Office  products  &  services 

Potlatch 

ru  doa  jj/i 

San  Francisco,  CA  94119 

415-947-5500 

CEO:  Richard  B  Madden 

Paper 

Lumber 

Public  Service  Co  of  Colorado 

r\j  dux  o**u 

Denver,  CO  80201-0840 
303-571-7511 

CEO:  Richard  F  Walker 
Electric  utility-West 
Natural  gas-distributor 

Philadelphia  Electric 

Df"i  li  , .  i  o/.Od 

Philadelphia,  PA  19101 
215-841-4000 

CEO:  lames  L  Everett 
Electric  utility-Northeast 

Potomac  Electric  Power 
1900  Pennsylvania  Avenue  NW 
Washington,  DC  20068 
202-872-2000 

CEO:  W  Reid  Thompson 
Electric  utility-Northeast 

Public  Service  Co  of  Indiana 
1000  East  Main  Street 
Plainfield,  IN  46168 
317-839-9611 

CEO:  Hugh  A  Barker 
Electric  utility-North  central 

Philip  Morris  Cos 
120  Park  Avenue 
New  York,  NY  10017 
212-880-5000 

CEO:  Harmsh  Maxwell 
Tobacco 

Food  processor-branded  foods 

PPG  Industries 
Une  rrli  Place 
Pittsburgh,  PA  15272 
412-434-3131 

CEO:  Vincent  A  Sarni 
Automotive  parts 
Construction  materials 

Public  Service  Co  of  New  Hampshire 

1  AAA    [.  1      ,  Ctvnn* 

iuuu  tlm  street 
Manchester,  NH  03105 
603-669-4000 

CEO:  Robert  (  Harrison 
Electric  utility-Northeast 

Phillips  Petroleum 
rmllips  building 
Bartlesville,  OK  74004 
918-661-6600 

CEO:  C  I  Silas 
Oil-international 

Premark  International 
2211  Sanders  Koad 
Northbrook,  IL  60062 
312-498-8000 

CEO:  Warren  L  Batts 
Home  furnishings 
Appliances 

Public  Service  Co  of  New  Mexico 
Alvarado  Square 
Albuquerque,  NM  87158 
505-848-2700 

CEO:  Ferry  D  Geist 
Electric  utility-West 
Natural  gas-distributor 

Piedmont  Aviation 

f  In     PipH m nnt  Pi  it  a 
■   ■  ■  ■  ricui uu in  i  i  i  /  ii 

Winston-Salem,  NC  27156-1000 
919-770-8000 

CEO:  William  R  Howard 
Air  transport-passenger 

Price  Co 

I  \J  DOX  OJ40U 

San  Diego,  CA  92138 
619-581-4600 

CEO:  Robert  E  Price 
Retailing-miscellaneous 

Public  Service  Enterprise  Group 
pn  R/i\  £7n 

lU  DOX  3/U 

Newark,  NJ  07101 
201-430-7000 

CEO:  E  (ames  Furland 
Electric  utility-Northeast 
Natural  gas-distributor 
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jut  also  Chemicals,  plastics... 


THIS  IS  THE  NETHERLANDS:  Not  only  the 
second  largest  exporter  of  agricultural  products  in 
the  world,  but  also  a  major  manufacturer  and 
exporter  of  industrial  and  consumer  items.  Many 
U.S.  corporations  manufacture  in  the  Netherlands 
for  their  international  markets,  including: 

•  INTERNATIONAL  FLAVORS  AND 
FRAGRANCES— exports  flavors,  fragrances  and 
aroma  chemicals  worldwide  from  its  three  Dutch 
plants,  representing  its  largest  overseas  investment. 

•  WITCO  — manufactures  white  oils  and  other 
specialty  chemicals  for  Europe,  Africa  and  Asia  in 
Koog  a/d  Zaan,  its  largest  overseas  investment. 

•  GENERAL  ELECTRICS  PLASTICS 
GROUP— supplies  Europe,  Asia  and  Africa  with 
engineering  thermoplastics  from  Bergen  op 
Zoom,  GE's  largest  overseas  investment. 


IB  The  Netherlands  29.3 

West  Germany  21.2 
France  20.9 
United  Kingdom  20.8 


■HBHI  Belgium  20.0 
1985  RATES  OF  RETURN  (%)  ON  U.S.  INVESTMENT 


The  average  rate  of  return  on  U.S.  direct  invest- 
ment in  the  Netherlands  has  been  much  higher 
than  the  European  norm  throughout  the  1980s. 

ARE  YOU  IN  THE  NETHERLANDS  YET? 

If  not,  please  contact: 

Mr.  Pierre  Dobbelmann 

Executive  Director 

United  States  &  Canada 

Netherlands  Foreign  Investment  Agency 

One  Rockefeller  Plaza 

New  York,  NY  10020 

(212)  246-1434 


The  Netherlands 


Right  , 
*in  the 
Center 


For  Investment 


This  announcement  is  published  by  Gavin  Anderson  &  Company,  which  is  registered  as  an  agent  of  the  Government  of  the 
Netherlands  This  material  is  filed  with  the  Department  of  Justice,  where  the  required  registration  statement  is  available  for  public 
inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 
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Puget  Sound  Bancorp 
PO  Box  11500 
Tacoma,  WA  98411-5050 
206-593-3600 

CEO:  William  W  Philip 
Bank-West 

RepublicBank 
PO  Box  660020 
Dallas,  TX  75266-0020 
214-922-5031 

CEO:  Gerald  W  Fronterhouse 
Bank-South  central 

Rockwell  International 
600  Grant  Street 
Pittsburgh,  PA  15219 
412-565-2000 

CEO:  Robert  Anderson 
Aerospace  &.  defense 
Automotive  parts 

Puget  Sound  Power  &  Light 
Puget  Power  Building 
Bellevue,  WA  98009 
206-454-6363 
CEO:  John  W  Ellis 
Electric  utility-West 

Revlon  Group 

21  East  63rd  Street 

New  York,  NY  10021 

212-593-4300 

CEO:  Ronald  O  Perelman 
Personal  products 

Rohm  &  Haas 
Independence  Mall  West 
Philadelphia,  PA  19105 
215-592-3000 

CEO:  Vincent  L  Gregory  Ir 
Chemicals— diversified 

Quaker  Oats 
Merchandise  Mart  Plaza 
Chicago,  IL  60654 
312-222-7111 

CEO:  William  D  Smithburg 
Food  processor-branded  foods 

Reynolds  Metals 
6601  Broad  Street  Road 
Richmond,  VA  23261 
804-281-2000 

CEO:  William  O  Bourke 
Metals-nonferrous 

Rorer  Group 

500  Virginia  Drive 

Fort  Washington,  PA  19034 

215-628-6800 

CEO:  Robert  E  Cawthorn 
Health-drugs 

Rainier  Bancorporation 
PO  Box  3966 
Seattle,  WA  98124 
206-621-4111 

CEO:  G  Robert  Truex  Jr 
Bank-West 

Riggs  National 

1503  Pennsylvania  Avenue  NW 
Washington,  DC  20005 
202-835-6000 

CEO:  (oe  L  Allbntton 
Bank-Mid- Atlantic 

Rouse 

10275  Little  Patuxent  Parkway 
Columbia,  MD  21044 
301-992-6000 

CEO:  Mathias  J  DeVito 
Commercial  builder 

Ralston  Purina 
Checkerboard  Square 
St  Louis,  MO  63164 
314-982-1000 

CEO:  William  P  Stiritz 
Food  processor-branded  foods 

Rite  Aid 
PO  Box  3165 
Harrisburg,  PA  17105 
717-761-2633 

CEO:  Alex  Grass 
Retailing-drugstores 

Rubbermaid 
1147  Akron  Road 
Wooster,  OH  44691 
216-264-6464 

CEO:  Stanley  C  Gault 
Home  furnishings 

Raychem 

300  Constitution  Drive 
Menlo  Park,  CA  94025-1164 
415-361-3333 

CEO:  Paul  M  Cook 
Electrical  equipment 

RJR  Nabisco 

1100  Reynolds  Boulevard 
Winston-Salem,  NC  27102 
919-773-2000 

CEO:  f  Tylee  Wilson 
Tobacco 

Food  processor-branded  foods 

Ryder  System 

3600  Northwest  82nd  Avenue 
Miami,  FL  33166 
305-593-3726 

CEO:  M  Anthony  Burns 
Trucking  &.  leasing 

Raytheon 

141  Spring  Street 

Lexington,  MA  02173 

617-862-6600 

CEO:  Thomas  L  Phillips 
Conglomerate 
Aerospace  &  defense 

Roadway  Services 
PO  Box  88 

Akron,  OH  44309-0088 
216-384-8184 

CEO:  Charles  F  Zodrow 
Trucking  ik  leasing 

Safeco 
Safeco  Plaza 
Seattle,  WA  98185 
206-545-5000 

CEO:  Bruce  Maines 
Insurance-diversified 

Reebok  International 
150  Royall  Street 
Canton,  MA  02021 
617-821-2800 

CEO:  Paul  Fireman 
Shoe  manufacturer 

AH  Robins 

PO  Box  26609 

Richmond,  VA  23261-6609 

804-257-2000 

CEO:  E  Claiborne  Robins  Ir 
Health-drugs 

St  Paul  Cos 

385  Washington  Street 

St  Paul,  MN  55102 

612-221-7911 

CEO:  Robert  J  Haugh 
Insurance-property  &.  casualty 

Reliance  Group  Holdings 
55  East  52nd  Street 
New  York,  NY  10055 
212-909-1100 

CEO:  Saul  P  Steinberg 
Insurance-property  &  casualty 

Rochester  Community  Savings  Bank 
40  Franklin  Street 
Rochester,  NY  14604 
716-263-2542 

CEO:  Leonard  S  Simon 
Thrift  institution 

Salomon  (formerly  Phibro-Salomon) 
1221  Avenue  of  the  Americas 
New  York,  NY  10020 
212-764-3700 

CEO:  (ohn  H  Gutfreund 
Brokerage  house 

Republic  New  York 
452  Fifth  Avenue 
New  York,  NY  10018 
212-930-6000 

CEO:  Walter  H  Werner 
Bank-Northeast 

Rochester  Gas  &  Electric 
89  East  Avenue 
Rochester,  NY  14649 
716-546-2700 

CEO:  Paul  W  Bnggs 
Electric  utility-Northeast 
Natural  gas-distnbutor 

San  Diego  Gas  &  Electric 

PO  Box  1831 

San  Diego,  CA  92112 

619-696-2000 

CEO:  Thomas  A  Page 
Electric  utility-West 
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fou  can  judge 

this  book 

by  its  cover — 

and  by  its 

table  of  contents. 


Insight's  table  of  contents  is  informative, 
colorful,  organized,  easy  to  read — and 
illustrates  immediately  the  wide  range  of 
coverage  in  our  newsweekly. 

A  major  cover  story  upfront,  of  course,  and 
an  editors'  page  at  the  back.  In  between,  a 
progression  of  regular  departments — from 
Nation  and  World  to  Business,  Health, 
Science,  People,  Law,  Media,  Books,  Film 
and,  frequently,  Education,  Sports,  Music, 
Dance,  Theater,  Television,  Art,  Design  and 
Americana. 


AXALT 


IS  HE 
RUNNING 
IN  '88? 


For  busy  readers,  pressed  for  time,  there  is 
a  summary  precede  to  each  article.  Plus 
Briefing  pages — a  first  among  the  news- 
weeklies — that  expand  a  department's 
primary  report  with  additional  news 
highlights. 

Insight  Magazine:  Wide-ranging  and 
important  news  that  can  affect  tomorrow, 
lively  cross  sections  of  the  world  in 
progress.  And  a  fast-growing,  efficient 
media  buy  for  today's  quality  advertisers. 


For  more  information,  contact  your  nearest  Insight  sales  rep.: 
Chicago,  IL  60601—333  N.  Michigan  Ave.,  (312)  346-8810  *  Los 
Angeles,  CA  90025—12100  Wilshire  Blvd.,  (213)  820-1550  •  New 
York,  NY  10166—  200  Park  Ave.,  (212)  599-1730  *  Washington, 
DC  20002—3400  New  York  Ave.  N.E.,  (202)  636-8870 


8  SunriM  for  Paul  Laxatt    The  Nevada 

Republican  is  Pitstdent  Reagan's  closest  friend,  a  fact 
that  has  given  Paul  Lax  ait  access  and  influence  beyond 
anything  he  is  formally  entitled  to  as  a  two-term 
senator.  He  has  announced  he's  retiring  from  the 
Senate  after  the  November  election  —  but  he's  also 
thinking  about  a  presidential  bid  in  1988.  Some 
people  say  he  is  the  legitimate  heir  to  Reagan  Laxait 
himself  says  he  is  just  dunking  about  lm  duty 
li  Wild  N«vd»    The  state  is  notorious  fur  gambling 
and  legalized  prostitution,  but  it  just  may  be  one  of  the 
last  vestiges  of  the  U.S.  frontier  —  independent  and 
proud  of  it  Can  it  produce  a  presidential  contender? 
13  Bush's  Troubles    One  observer  says  George  Bush 
is  facing  all  the  drawbacks  of  being  the  front-runner 
for  the  1988  GOP  nomination  but  realizing  none  of 
the  advantage  Many  Republicans  are  now  wondering 
if  the  vKe  president  has  the  nght  stuff  to  head  the 
ticket.  Some  of  them  arc  wondering  all  the  more  since 
Paul  Laxatt  has  started  to  act  like  a  candidate 


42  Return  of  the  Little  Guy    There  are  several  signs 
of  a  resurgence  of  individual  investors,  in  the  stock 
market-  Wall  Street  professionals  hope  to  see  those 
investors  moderate  stock  price  swings. 

45  Opinion  by  Warren  Brooke* 

4B  Well-Heeled  Women    Feminuuty  on  the  job  is 
increasingly  common  for  women  in  management,  who 
are  less  inclined  these  days  to  imitate  men  in  clothing 

48  Business  Briefing 

SO  Tax  Briefing 


NATION 


IS  The  Downside  of  Affluence  Some 

communities  where  the  local  economy  is  booming  art 
hiving  a  difficult  time  getting  young  people  to  take 
minimum-wage  jobs.  That  may  he  a  warning  of  what's 
in  More  as  younger  workers  become  a  smaller  and 
smaller  percentage  of  the  U  S  labor  force. 

21  Duke's  Man  Democrat  Terry  Sanford.  a  former 
governor  of  North  Carolina  and  former  president  of 
Duke  Univeruly.  is  tryins  to  unseat  newly  appointed 
Republican  Sen  James  T  Broyhill 

24  Animal  frights?     Activists  are  pressing  hard  for 
greater  restrictions  on  laboratory  research  with 
animal  *  Scientists  arc  on  the  run 

2d  Government  Briefing 

27  Election  Briefing 

28  Congressional  Briefing 

30  Trading  wtth  Japan    A  much -ballyhoocd 

Japanese  report  on  trade  urging  the  country  to  work  a 
link  less  hard  and  save  a  little  less  money  may  have 
little  more  than  ciwncttc  eflecis 

S3  Death  by  Hanging  At  least  one  common  opinion 
among  Australians  as  two  countrymen  were  executed 
in  Malaysia  was  that  drug  traffickers  have  it  coming 

34  Starving  ItMopla  The  weather  is  getting  better, 
but  government  policies  may  be  getting  worse 

38  Intelligence  Briefing 


INSIGHT  AL'OLTT  *.  IW* 


HEALTH 

62  DMA  Probes    A  method  has  been  developed  to 
multiply  strands  of  genetic  malenat  lor  testing  The 
anticipated  result  b  greater  use  of  DNA  pmbes  to 
identify  disease  organisms  and  genetic  disorders 

64  Hearth  Briefing 

SCIENCE         56  Bald  Eagle  Comeback    Thanks  to  breeding 
programs  and  o  variety  of  legal  restrictions  — 
especially  the  banning  of  DDT  in  1972  —  the 
endangered  national  symbol  is  almost  thriving  again. 
57  Science  Briefing 

LAW 

88  Affirmative  Action  Uncertainty    The  fate  of 
controversial  remedies  for  job  bias  remains  ckmdcd 
after  recent  decisions  by  the  U.S.  Supreme  Court 

61  Law  Briefing 

PEOPLE 

82  Yaltov  BasJrnoff    The  comedian  can  laugh  now 

ubout  the  stifling  life  he  endured  in  the  Soviet  I'mon 
84  People  Briefing 

BOORS 

88  Cla&s  Act     The  Vintage  Gmtemrx>r.inc\  imprint, 
launched  in  19X4.  has  led  the  publishing  industry  in 
stylish  packaging  of  scnous.  onginal  fiction 

ART 

8S  Vienna's  Contribution    An  exhibit  of  modem 
an.  design  and  architecture  illustrate**  ihc  great 
influence  oj  Vienna  at  the  turn  of  the  century 

TOM 

71  "Nothing  In  Common"    The  nan,  of  u  lather,  and 

son,  played  by  Jackie  Glcason  and  lorn  1  Links,  could 
have  been  maudlin,  but  humor  saves  it 

EDITORS' 
PACE 

72  Woody  Went    says  the  Meese  Commission  has 
expressed  j  justified  contempt  fur  pornography 
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Santa  Fc  Southern  Pacific 
224  South  Michigan  Avenue 
Chicago,  IL  60604 
312-786-6000 

CEO:  John  !  Schmidt 
Railroads 

*  li  irrii  Mi  V  il  Svstpms 

11.11  1    U       I!'      i         .11       '  \    'II  III 

51  Valley  Stream  Parkway 
Malvern,  PA  19355 
215-296-6300 

CEO:  R  James  Macaleer 
Health-services 

Sona  t 

PO  Box  2563 

Birmingham,  AL  35202-2563 
205-325-3800 

CEO:  Ronald  L  Kuehn  Ir 
Natural  gas-prod  &.  pipeliner 

Sara  Lee 

Three  First  National  Plaza 

Chicago,  IL  60602-4260 

312-726-2600 

CEO:  |ohn  H  Bryan  |r 

Food  processor-branded  foods 

*»ha  w  milt 

i  i  i  . i  vv  IIIUl 

One  Federal  Street 
Boston,  MA  02211 
617-292-2000 

CEO:  John  P  LaWare 
Bank-Northeast 

South  Carolina  National 

1426  Main  Street 

Columbia,  SC  29226-0001 

803-765-3000 

CEO:  James  G  Lindley 

Bank-Southeast 

Scana 

1426  Main  Street 
Columbia,  SC  29218 
803-748-3000 

CEO:  John  A  Warren 
Electric  utility-Southeast 
Natural  gas-distributor 

Sher  win-  ^Vil  Hams 

101  Prospect  Avenue  NW 

Cleveland,  OH  44115-1075 

216-566-2000 

CEO:  John  G  Breen 
Retailing-miscellaneous 

Southeast  Banking 

One  Southeast  Financial  Center 

Miami,  FL  33131 

305-375-7500 

CEO:  Charles  |  Zwick 
Bank-Southeast 

Sc  he  ring"  Plough 
One  Giralda  Farms 
Madison,  N|  07940-1000 
201-822-7000 

CEO:  Robert  P  Luciano 
Drugs 

Personal  products 

Shoney 's 
PO  Box  1260 
Nashville,  TN  37202 
615-361-5201 

CEO:  J  Mitchell  Boyd 
Restaurant  chain 

Southern  California  Edison 
2244  Walnut  Grove  Avenue 
Rosemead,  CA  91770 
818-302-1212 

CEO:  Howard  P  Allen 
Electric  utility-West 

W /» /\ t  f  Psitfir 
jvUll  rdpci 

Scott  Plaza 

Philadelphia,  PA  19113 
215-522-5000 

CEO:  Philip  E  Lippincott 
Personal  products 
Paper 

Signet  Banking  (formerly  Bank  of  Virginia] 
PO  Box  25970 
Richmond,  VA  23260 
804-747-2000 

CEO:  Frederick  Deane  Jr 
Bank-Mid- Atlantic 

Southern  Company 
64  Perimeter  Center  East 
Atlanta,  GA  30346 
404-393-0650 

CEO:  Edward  L  Addison 
Electric  utility-Southeast 

Cp  ,ii  ttf  Tprnnnlnov 

920  Disc  Drive 

Scotts  Valley,  CA  95066 

408-438-6550 

CEO:  Alan  F  Shugart 
Electronic  equipment 

POBox  10151 

Stamford,  CT  06904-2151 

203-356-4200 

CEO:  Joseph  B  Flavin 
Aerospace  &  defense 

^niithprn        w  F  n  pI  ;i  n  H  Tplprnm m  11  n i ra f  1 

227  Church  Street 
New  Haven,  CT  06506 
203-771-5200 

CEO:  Walter  H  Monteith  Jr 
Telecomm-carrier 

vuiri    IJiii'liiii  L 
JCdls,  IIUCUULK 

Sears  Tower 
Chicago,  IL  60684 
312-875-2500 

CEO:  Edward  A  Brennan 
Retailing-department  stores 
Insurance-diversified 

Jill  1 1  lllYH  IIC  lUlMlldll 

PO  Box  7929 
Philadelphia,  PA  19101 
215-751-4000 

CEO:  Henry  Wendt 
Health-drugs 
Health-medical  supplies 

1 1 1  ti  1  ind 
3UUUIU11U 

PO  Box  719 
Dallas,  TX  75221 
214-828-7011 

CEO:  Jere  W  Thompson 
Convenience  stores 
Oil-other  oil  &.  gas 

^ccuiiiy  rttcini 

333  South  Hope  Street 
Los  Angeles,  CA  90071 
213-613-6211 

CEO:  Richard  I  Flamson  III 
Bank-West 

Snap-on  Tools 
2801  80th  Street 
Kenosha,  WI  53141-1410 
414-656-5200 

CEO:  William  B  Rayburn 
Automotive  parts 

Southmark 

1601  LB  J  Freeway-Suite  800 
Dallas,  TX  75234 
214-241-8787 

CEO:  Gene  E  Phillips 
Financial  company 

Service  Corp  International 
PO  Box  13548 
Houston,  TX  77219 
713-522-5141 

CEO:  Robert  L  Waltnp 
Personal  products 

Society 

800  Superior  Avenue 
Cleveland,  OH  44114 
216-622-9000 

CEO:  Robert  W  Gillespie 
Bank-North  central 

.  SouthTrust 
PO  Box  2554 
Birmingham,  AL  35290 
205-254-5680 

CEO:  Wallace  D  Malone  Jr 
Bank-Southeast 

Service  Merchandise 
PO  Box  24600 
Nashville,  TN  37202 
615-251-6666 

CEO:  Raymond  Zimmerman 
Retailing-catalog  showrooms 

Society  for  Savings 
PO  Box  2200 
Hartford,  CT  06145-2200 
203-727-5000 

CEO:  Elliot  C  Miller 
Thrift  institution 

Southwestern  Bell 
One  Bell  Center 
St  Louis,  MO  63101 
314-235-9800 

CEO:  Zane  E  Barnes 
Telecomm-carrier 
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©  198?  AT&T 


Slowly  but  surely  ISDN 
will  pass  today's  communications  systems  by 

All  except  one. 


Large  companies  are  looking  for  a  voice  and 
ata  system  that  grows  more  valuable  every  day. 
AT&T  Comes  Through. 

he  changes  in  AT&T's  System  85  aren't  much  to  look 
t:  a  new  circuit  here,  a  new  interface  there,  and  new 
nftware  all  round.  But  the  results  will  be  as  plain  as 
le  numbers  in  an  annual  report. 
Result:  New  features  will  make  it  easier  for  your 
eople  to  do  business -and  for  others  to  do  busi- 
ess  with  you. 

Result:  A  new  ISDN  interface  can  unite  voice  and 
ata  products  made  by  different  vendors  in  a  single 
Dmpany-wide  network,  reducing  your  need  for 
ngle-purpose  lines. 

Result:  As  ISDN  technology  advances,  the  new 


AT&T  System  85  will  be  your  gateway  to  any  ISDN- 
ready  system  anywhere. 

As  you  read  this,  AT&T  people  are  quietly  helping 
create  the  ISDN  standards  that  will  vastly  simplify  data 
communications  around  the  world.  You  can  expect 
AT&T's  System  85  to  keep  pace.  It  is  no  accident  that 
AT&T  provides  the  only  written  upgrade  policy  in 
the  industry. 

To  learn  more,  contact  your  AT&T  Account 
Executive.  Or,  for  die  number  of 
our  office  nearest  vou,  please 
telephone  1  800  247-1212. 

From  equipment  to  net- 
working, from  computers 
to  communications, 
AT&T  comes  through. 


AT&T 

The  right  choice. 


Where  to  find  The  Forbes  500s 


Southwestern  Public  Service 
PO  Box  1261 
Amarillo,  TX  79170 
806-378-2121 

CEO:  Bert  Ballengee 
Electric  utility-South  central 

JP  Stevens 

1185  Avenue  of  the  Americas 
New  York,  NY  10036 
212-930-2000 

CEO:  Whitney  Stevens 
Home  furnishings 
Textile  manufacturer 

Super  Food  Services 
Kettering  Box  2323 
Dayton,  OH  45429 
513-294-1731 

CEO:  lack  Twyman 

Food  distributor-wholesale 

Sovran  Financial 
One  Commercial  Place 
Norfolk,  VA  23510 
804-441-4000 

CEO:  Clifford  A  Cutchins  UI 
Bank-Mid- Atlantic 

Stone  Container 

150  North  Michigan  Avenue 

Chicago,  IL  60601 

312-346-6600 

CEO:  Roger  W  Stone 
Paper 

Super  Valu  Stores 
PO  Box  990 

Minneapolis,  MN  55440 
612-828-4000 

CEO:  Michael  W  Wright 
Food  distributor-wholesale 

Springs  Industries 

PO  Box  70 

Fort  Mill,  SC  29715 

803-547-2901 

CEO:  Walter  Y  Elisha 
Home  furnishings 
Textile  manufacturer 

Stop  &  Shop  Cos 
PO  Box  369 
Boston,  MA  02101 
617-770-8000 

CEO:  Avram  I  Goldberg 
Supermarkets-maior 
Retailing-discount  6,  variety  stores 

Supermarkets  General 
301  Blair  Road 
Woodbridge,  NJ  07095 
201-499-3000 

CEO:  Leonard  Lieberman 
Supermarkets-maior 

Square  D 
Executive  Plaza 
Palatine,  IL  60067 
312-397-2600 

CEO:  Dalton  L  Knauss 
Electrical  equipment 

Student  Loan  Marketing  Assn 
1050  Thomas  Jefferson  Street  NW 
Washington,  DC  20007 
202-333-8000 

CEO:  Edward  A  Fox 
Financial  company 

Sysco 

1177  West  Loop  South 
Houston,  TX  77027 
713-877-1122 

CEO:  John  F  Woodhouse 
Food  distributor-wholesale 

Squibb 

PO  Box  4000 

Princeton,  N'J  08543-4000 
609-921-4000 

CEO:  Richard  M  Furlaud 
Health-drugs 

Subam  of  America 
PO  Box  6000 

Cherry  Hill,  NJ  08034-6000 
609-488-8500 

CEO:  Harvey  H  Lamm 
Automobiles  &.  trucks 

Taft  Broadcasting 
1718  Young  Street 
Cincinnati,  OH  45210 
513-721-1414 

CEO:  Charles  S  Mechem  Jr 
Broadcasting 

Stalev  Continental 

1701  Golf  Road 

Rolling  Meadows,  IL  60008 

312-981-1696 

CEO:  Donald  E  Nordlund 
Food  distributor-wholesale 
Food  processor-commodities 

Sumitomo  Bank  of  California 
320  California  Street 
San  Francisco,  CA  94104 
415-445-8000 

CEO:  Teruhisa  Shimizu 
Bank-West 

Talman  Home  Federal  S&.L  of  Illinois 
30  West  Monroe  Street 
Chicago,  IL  60603 
312-726-8915 

CEO:  Theodore  H  Roberts 
Thrift  institution 

Standard  Oil 
200  Public  Square 
Cleveland,  OH  44114-2375 
216-586-4141 

CEO:  Robert  B  Horton 
Oil-other  oil  &.  gas 

Sun  Company 

100  Matsonford  Road 

Radnor,  PA  19087-4597 

215-293-6000 

CEO:  Robert  McClements  Jr 
Oil-other  oil  &.  gas 

Tambrands 

One  Marcus  Avenue 

Lake  Success,  NY  11042 

516-358-8300 

CEO:  Edwin  H  Shutt  Jr 
Personal  products 

Stanley  Works 

PO  Box  7000 

New  Britain,  CT  06050 

203-225-5111 

CEO:  Donald  W  Davis 
Heavy  equipment-industrial 
Appliances 

Sundstrand 

PO  Box  7003 

Rockford,  IL  61125-7003 

815-226-6000 

CEO:  Evans  W  Enkson 
Aerospace  &.  defense 
Heavy  equipment-industrial 

Tandem  Computers 
19333  Vallco  Parkway 
Cupertino,  CA  95104-2599 
408-725-6000 

CEO:  James  G  Treybig 
Computers 

State  Street  Boston 
Box  351 

Boston,  MA  02101 
617-786-3000 

CEO:  William  S  Edgerly 
Bank-Northeast 

SunTrust  Banks 
PO  Box  4418 
Atlanta,  GA  30302 
404-588-7455 

CEO:  Robert  Strickland 
Bank-Southeast 

Tandy 

PO  Box  17180 

Fort  Worth,  TX  76102 

817-390-3700 

CEO:  John  V  Roach 

Retailing-miscellaneous 

Computers 

Sterling  Drug 
90  Park  Avenue 
New  York,  NY  10016 
212-907-3000 

CEO:  John  M  Pietmsk; 
Household  products 
Health-drugs 

Sunwest  Financial  Service 
PO  Box  25500 

Albuquerque,  NM  87125-5500 
505-765-2403 

CEO:  George  S  Jenks 
Bank-West 

TCF  Banking  &  Savings  FA 
801  Marquette  Avenue 
Minneapolis,  MN  55402 
612-370-7000 

CEO:  William  A  Cooper 
Thrift  institution 

FORBES,  APRIL  27, 


"Art  of  a  new  life!' 


r  Dr.  John  Stritch,  the  best 
licine  was  art.  He  left  the 
lical  profession  and  moved  to 
1  Massachusetts  for  the  life 
sculptor  and  painter.  His  pas- 
was  fueled  by  the  place,  the 
pie.  Even  abandoned  farm 


tools  found  their  way  into  his  work.  He 
has  reaped  wide  artistic  recognition  in- 
cluding commissions  from  the  Tangle- 
wood  Music  Festival.  For  John  Stritch  of 
Hinsdale,  Massachusetts,  it's  the  begin- 
ning of  a  new  lifetime.  New  lifetimes  are 
lived  with  Modern  Maturity,  the  maga- 


zine of  mature  America.  Modern 
Maturity's  circulation  right  now 
is  15.8  million,  up  incredibly 
from  last  year's  13  million.  For  in- 
formation on  advertising  to 
mature  America,  please  call 
Peter  Hanson  at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 
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TECO  Energy 
PO  Box  11 1 
Tampa,  FL  33601 
813-228-4111 

CEO:  Hugh  L  Culbreath 
Electric  utility-Southeast 

Texas  Air 

333  Clay  Street 

Houston,  TX  77002 

713-658-9588 

CEO:  Francisco  A  Lorenzo 
Air  transport-passenger 

Toys "R"  Us 

395  West  Passaic  Street 

Rochelle  Park,  NJ  07662 

201-845-5033 

CEO:  Charles  Lazarus 
Retailing-miscellaneous 

Tektronix 
PO  Box  500 
Beaverton,  OR  97077 
503-627-7111 

CEO:  Earl  Wantland 
Electronic  equipment 

Texas  American  Bancshares 

PO  Box  2050 

Fort  Worth,  TX  76113 

817-338-8671 

CEO:  Joseph  M  Grant 
Bank-South  central 

Trans  World  Airlines 
605  Third  Avenue 
New  York,  NY  10158 
212-692-3000 

CEO:  Carl  C  Icahn 
Air  transport-passenger 

Tele-Communications 
5455  South  Valentia  Way 
Englewood,  CO  80111 
303-771-8200 

CEO:  lohn  C  Malone 
Broadcasting 

Texas  Commerce  Bancshares 

PO  Box  2558 

Houston,  TX  77252-2558 

713-236-4865 

CEO:  Ben  F  Love 
Bank-South  central 

Transamerica 

600  Montgomery  Street 

San  Francisco,  CA  94111 

415-983-4000 

CEO:  James  R  Harvey 
Insurance-diversified 

Teledvne 

1901  Avenue  of  the  Stars 
Los  Angeles,  CA  90067 
213-277-3311 

CEO:  George  E  Roberts 
Conglomerate 

Insurance-diversified/Aerospace  &.  defense 

Texas  Eastern 

PO  Box  2521 

Houston,  TX  77252-2521 

713-759-3131 

CEO:  I  David  Bufkin 
Natural  gas-prod  ix  pipehner 

Transco  Energy 
PO  Box  1396 
Houston,  TX  77251 
713-439-2000 

CEO:  William  I  Bowen 
Natural  gas-prod  fit  pipehner 

Telerate 

One  World  Trade  Center 
New  York,  NY  10048 
212-938-5200 

CEO:  Neil  S  Hirsch 
Publishing 

Texas  Instruments 
PO  Box  655474 
Dallas,  TX  75265 
214-995-2011 

CEO:  Jerry  R  Junkins 
Semiconductors 
Aerospace  &.  defense 

Travelers 

One  Tower  Square 
Hartford,  CT  06183 
203-277-0111 

CEO:  Edward  H  Budd 
Insurance-diversified 

Telex 

PO  Box  1526 
Tulsa,  OK  74101 
918-627-1111 

CEO:  Stephen  ( latras 
Computers 

Texas  Utilities 
2001  Bryan  Tower 
Dallas,  TX  75201 
214-653-4600 

CEO:  Jerry  S  Farrington 
Electric  utility-South  central 

Triangle  Industries 

900  Third  Avenue 

New  York,  NY  10022-4702 

212-230-3000 

CEO:  Nelson  Peltz 
Packaging 

Temple-Inland 
Drawer  N 
Diboll,  TX  75941 
409-829-1313 

CEO:  Clifford  J  Grum 
Packaging 

Construction  materials 

Textron 

40  Westminster  Street 
Providence,  RI  02903 
401-421-2800 

CEO:  Beverly  F  Dolan 
Conglomerate 
Aerospace  &  defense 

Tribune 

435  North  Michigan  Avenue 
Chicago,  IL  60611 
312-222-9100 

CEO:  Stanton  R  Cook 
Publishing 

Tenneco 

PO  Box  2511 

Houston,  TX  77252-2511 

713-757-2131 

CEO:  James  L  Ketelsen 
Conglomerate 
Oil-other  oil  &  gas 

Time  Inc 

Rockefeller  Center 
New  York,  NY  10020 
212-522-1212 

CEO:  J  Richard  Munro 

Publishing 

Broadcasting 

Trinova  (formerly  Libbey-Owens-Ford) 
1705  Indian  Wood  Circle 
Maumee,  OH  43537 
419-891-2200 

CEO:  Darryl  F  Allen 
Heavy  equipment-industrial 

Tesoro  Petroleum 

PO  Box  17536 

San  Antonio,  TX  78286 

512-828-8484 

CEO:  Robert  V  West  Jr 
Oil-other  oil  &  gas 

Times  Mirror 
Times  Mirror  Square 
Los  Angeles,  CA  90053 
213-237-3700 

CEO:  Robert  F  Erburu 
Publishing 

Trustcorp  (formerly  Toledo  Trustcorp) 
Three  Seagate 
Toledo,  OH  43603 
419-259-8598 

CEO:  George  W  Haigh 
Bank-North  central 

Texaco 

2000  Westchester  Avenue 
White  Plains,  NY  10650 
914-253-4000 

CEO:  lames  W  Kmnear 
Oil-international 

Torchmark 

2001  Third  Avenue  South 
Birmingham,  AL  35233 
205-325-4200 

CEO:  Ronald  K  Richey 
Insurance-life  &  health 

TRW 

1900  Richmond  Road 
Cleveland,  OH  44124 
216-291-7000 

CEO:  Ruben  F  Mettler 
Aerospace  defense 
Automotive  parts 
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CUSTOMER  INFORMATION  FROM  GENERAL  MOTORS 


HOW  TO  START 
AN  INDUSTRIAL  RENAISSANCE 

VISION,  CAPITAL,  COOPERATION,  AND  COURAGE 


Remember  1980?  America's 
iiito  industry  had  just  come 
hrough  the  brutal  years  of  the 
P  crisis.  GM  had  lost  money  for 
he  first  time  since  the  early 
rwenties,  and  was  spending 
•illions  to  meet  fast  changing 
government  regulations  for 
afety  fuel  economy,  emission 
ontrol,  and  at  the  same  time 
iownsize  its  entire  line. 

Then,  suddenly,  American 
lusiness  found  itself  in  a  new 
ra  of  worldwide  competition  and 
echnological  explosion.  The 
eighties  had  dawned  in  Detroit. 

The  entire  auto  industry 
nd  its  suppliers  were  in  crisis. 
Jell-off s  and  bailouts  began, 
lome  companies  failed  and 
thers  moved  operations  over- 
eas.  Great  factory  towns  became 
;host  towns.  The  "rust  belt" 
iecame  a  part  of  American  geog- 
aphy.  The  choice  for  General 
/lotors  was  to  squeak  by  with 
osmetic  changes  and  wait  for 
he  return  of  business  as  usual. 
)r  dare  to  set  the  pattern  for 
n  industrial  renaissance  in 
America. 

We  took  the  dare.  Our 

iasic  premise  was  simple,  our 
ision  was  clear:  The  future 
•elongs  to  those  who  invest  in  it. 

We  went  to  work.  A  strategy 
Dr  the  Eighties  was  hammered 
ut.  We  would: 

Build  new  plants  and  modernize 
or  close  old  ones. 


•  Give  people  the  opportunity  to 
participate  in  managing  the 
business,  and  teach  them  to  use 
technology  as  a  tool. 

•  Use  systems  engineering  and 
worldwide  computer  systems  to 
help  design  cars,  operate  equip- 
ment, and  leapfrog  the  industry 
in  product  quality  and  value. 

•  Then  reap  the  cost  savings  and 
earn  the  profits  of  this  new  pro- 
duction system  — and  pass  its 
benefits  along  to  every  customer. 

Today  the  strategy  is 
paying  off.  Most  of  the  capital 
spending  is  complete.  Most  of 
the  parts  are  in  place.  Quality 
is  improving,  costs  are  coming 
down.  A  new  method  of  produc- 
tion is  evolving.  We  are  integrat- 
ing new  technology  with  new 
social  systems  in  a  human  partner- 
ship that  gives  people  authority 
over  machines  and  responsibility 
for  their  work. 

We  are  showing  that  you 
don't  have  to  leave  the  country 
or  give  up  your  markets  if  you're 
willing  to  face  the  future,  if  you 
dare  to  have  a  vision  and  the 
courage  to  see  it  through. 

Hughes  Aircraft,  EDS  and 
other  acquisitions  are  helping 
in  the  historic  transformation  of 
General  Motors.  In  the  process, 
we  are  retraining  so  many  em- 
ployes that  we  have  become  the 
largest  private  educational  insti- 
tution in  the  world. 

In  General  Motors,  cooper- 
ation is  producing  quality  and 
quality  is  lowering  costs. 

In  fact,  we  expect  to  cut 
costs  by  $3  billion  this  year  and 
$10  billion  annually  by  1990. 


And  most  important  is  what 
you,  our  customer,  can  expect  to 
gain.  Not  just  better  products, 
but  the  best. 

In  fact,  based  on  our  rigor- 
ous audit,  many  GM  cars  are 
already  world-class.  We  are  vying 
with  our  most  formidable  com- 
petitors to  see  who  will  set  the 
standards  for  the  world. 

Our  goal  is  to  be  the  undis- 
puted quality  leader  in  every 
price  class  in  which  we  compete. 
And  we're  on  the  way. 

The  vision  is  paying  off. 


This  advertisement  is  part  of 
our  continuing  effort  to  give 
customers  useful  information 
about  their  cars  and  trucks  and 
the  company  that  builds  them. 


GM 


MARK  OF  EXCELLENCE 


Chevrolet  •  Pontiac 
Oldsmobile  •  Buick 
Cadillac  •  GMC  Truck 


Where  to  find  The  Forbes  500s 

Tucson  Electric  Power 

PO  Box  711 

Tucson,  AZ  K5702 

602-622-6661 

CEO:  Einar  Grevc 

Electric  utility-South  central 

Unisys  (formerly  Burroughs) 
Burroughs  Place 
Detroit,  MI  48232 
313-972-7000 

CEO:  W  Michael  Blumenthal 
Computers 

US  Tobacco 

100  West  Putnam  Avenue 
Greenwich,  CT  06830 
203-661-1100 

CEO:  Louis  F  Bantle 
Tobacco 

Turner 

633  Third  Avenue 
New  York,  NY  10017 
212-878-0400 

CEO:  Herbert  D  Conant 
Commercial  builder 

United  Banks  of  Colorado 
1700  Lincoln  Street 
Denver,  CO  80274-0010 
303-861-4700 
CEO:  N  Berne  Hart 
Bank-West 

US  Trust 

45  Wall  Street 

New  York,  NY  10005 

212-806-4500 

CEO:  Daniel  P  Davison 
Bank-Northeast 

TW  Services 

605  Third  Avenue 

New  York,  NY  10158 

212-972-4700 

CEO:  L  Edwm  Smart 
Food  distributor-wholesale 

United  Brands 

One  East  Fourth  Street 

Cincinnati,  OH  45202 

513-579-2115 

CEO:  Carl  H  Lindner 

Food  processor-meatpacking 

Food  processor-branded  foods 

United  Technologies 
One  Financial  Plaza 
Hartford,  CT  06101 
203-728-7000 

CEO:  Robert  F  Darnell 
Aerospace  &  defense 
Commercial  builder 

Tyson  Foods 
PO  Drawer  E 
Springdale,  AR  72764 
501-756-4000 

CEO:  Don  Tyson 

Food  processor-meatpacking 

United  Financial  Group 
5718  Westheimer 
Houston,  TX  77057 
713-974-8700 

CEO:  Jenard  M  Gross 
Thrift  institution 

United  Telecommunications 

PO  Box  11315 

Kansas  City,  MO  64112 

913-676-3000 

CEO:  William  T  Esrey 
Telecomm-carrier 

UAL 

PO  Box  66919 
Chicago,  IL  60666 
312-956-2400 

CEO:  Richard  J  Ferris 
Air  transport-passenger 

United  Illuminating 
80  Temple  Street 
New  Haven,  CT  06506 
203-787-7200 

CEO:  George  W  Edwards  Jr 
Electric  utility-Northeast 

United  Virginia  Bankshares 
PO  Box  26665 
Richmond,  VA  23261-6665 
804-782-5000 

CEO:  Richard  G  Tilghman 
Bank-Mid- Atlantic 

Union  Camp 
1600  Valley  Road 
Wayne,  NJ  07470 
201-628-2000 

CEO:  Raymond  E  Cartledge 

Paper 

Packaging 

United  Jersey  Banks 
PO  Box  2066 

Princeton,  NJ  08583-2066 
609-987-3200 

CEO:  T  Joseph  Semrod 
Bank-Northeast 

Universal  Leaf  Tobacco 
PO  Box  25099 
Richmond,  VA  23260 
804-359-9311 

CEO:  Gordon  L  Crenshaw 
Tobacco 

Insurance-property  &  casualty 

Union  Carbide 

39  Old  Ridgebury  Road 

Danbury,  CT  06817-0001 

203-794-2000 

CEO:  Robert  D  Kennedy 
Chemical  s-di  versified 

United  Missouri  Bancshares 

PO  Box  419226 

Kansas  City,  MO  64141-9946 

816-556-7000 

CEO:  R  Crosby  Kemper  Jr 
Bank-North  central 

Unocal 

PO  Box  7600 

Los  Angeles,  CA  90051 

213-977-7600 

CEO:  Fred  L  Hartley 

Oil-other  oil  &.  gas 

Union  Electric 

PO  Box  149 

St  Louis,  MO  63166 

314-621-3222 

CEO:  William  E  Cornelius 
Electric  utility-North  central 

US  Bancorp 
PO  Box  8837 
Portland,  OR  97208 
503-225-6111 

CEO:  John  A  Elorriaga 
Bank- West 

UNUM  Corp 
2211  Congress  Street 
Portland,  ME  04122 
207-780-2211 

CEO:  Colin  C  Hampton 
Insurance-life  &  health 

Union  National 
620  Washington  Road 
Mt  Lebanon,  PA  15228 
412-644-6200 

CEO:  George  F  Kesel 
Bank-Mid-Atlantic 

US  Healthcare 
PO  Box  1109 
Blue  Bell,  PA  19422 
215-628-4800 

CEO:  Leonard  Abramson 
Health-services 

Upjohn 

7000  Portage  Road 
Kalamazoo,  MI  49001 
616-323-4000 

CEO:  Ray  T  Parfet  Jr 
Health-drugs 

Union  Pacific 
345  Park  Avenue 
New  York,  NY  10154 
212-418-7800 

CEO:  William  S  Cook 
Railroads 

Oil-other  oil  &.  gas 

US  Shoe 

One  Eastwood  Drive 
Cincinnati,  OH  45227 
513-527-7000 

CEO:  Philip  G  Barach 
Retailing-apparel 
Shoe  manufacturer 

US  West 

7800  East  Orchard  Road 
Englewood,  CO  80111 
303-793-6500 

CEO:  lack  A  MacAllister 
Telecomm-carrier 

324 
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fPG  builds  shareholder  value 
by  the  numbers. 

Over  the  last  10  years,  PPG 
areholders  have  received  more 
m  a  20  percent  per  year  average 
al  return  on  their  investment, 
lis  kind  of  growth  doesn't  happen 
ndentally. 

It  happens  because,  at  PPG, 
plan  exactly  where  we're  going 
i  how  we're  going  to  get  there, 
fp  by  step.  GLOBALIZATION. 


in  value-added  products.  By  1995, 
value-added  products  should  account 
for  more  than  70  percent  of  our  total 
sales  volume. 

Technology  is  the  key  to  this 
change.  A  perfect  example  is  in 
the  area  of  coatings  and  glass  tech- 
nology, where  we  are  developing 
exciting  new  products  for  tomorrow's 


world  cars. 


Step  # 

We  are 
committed 
to  strength- 
ening our 
domestic  core 
businesses.  But 
also  recognize  that  many  of  our 
ijor  markets  have  become  global 
scope.  So  we  have,  too. 

In  Europe,  for  instance,  we've 
le  from  nine  manufacturing  facili- 
5  in  1975  to  22  today.  In  Asia,  from 
*  to  five,  with  more  on  the  way. 

As  a  result,  we  expect  our 
i-U.S.  business  to  grow  from  one- 
irth  of  our  total  sales  in  1986  to 
-third  by  1995. 


ep 


Step# 


NEW  BUSINESS. 


TECHNOLOGY. 
Ten  years  ago,  less 
m  40  percent  of  our  business  was 


Economic 
condi- 
tions are 
changing.  Our  goal 
is  to  anticipate 
these  changes  and 
then  capitalize  on 
them  as  quickly  as  possible. 

Thaf  s  why  we  established  our 
new  Instrument  and  Systems  Group. 
We  believe  that  this  new  business 
unit  will  help  us  reach  our  four  per- 
cent annual  real  growth  goal.  Our 
recent  acquisitions  into  the  bio- 
medical systems  market  are  just 
the  beginning. 

We  call  our  strategy  Quality 
Growth.  And  we've  been 
doing  it  successfully  for 
years.  To  find  out  more,  call 
James  F.  Compton,  Director, 
Investor  Relations,  at  (412) 
434-2120.  Or  write  to  him  at: 
PPG  Industries,  Inc.,  One     m  *i» 
PPG  Place,  Dept.  LCM3,      L  Lf 
Pittsburgh,  PA  15272. 


Where  to  find  The  Forbes  500s 


L'SAir  Group 

1911  Jefferson  Davis  Highway 
Arlington,  VA  22202 
703-892-7000 

CEO:  Edwin  I  Colodny 
Air  transport-passenger 

Viacom  International 
1211  Avenue  of  the  Americas 
New  York,  NY  10036 
212-575-5175 

CEO:  Terrcnce  A  Elkes 
Broadcasting 

Waste  Management 
3003  Buttertield  Road 
Oak  Brook,  IL  60521 
312-572-8800 

CEO:  Dean  L  Buntrock 
Industrial  services 

USF&G 

100  Light  Street 
Baltimore,  MD  21202 
301-547-3000 

CEO:  lack  Moseley 
Insurance-property  &  casualty 

Vulcan  Materials 
PO  Box  7497 

Birmingham,  AL  35253-0497 
205-877-3000 

CEO:  Herbert  A  Sklenar 
Construction  materials 
Chemicals-specialized 

Weis  Markets 

1000  South  Second  Street 

Sunbury,  PA  17801 

717-286-4571 

CEO:  Sigfried  Weis 
Supermarkets-regional 

USG 

101  South  Wacker  Drive 
Chicago,  IL  60606-4385 
312-321-4000 

CEO:  Robert  I  Day 
Cement  &  gypsum 
Construction  materials 

Wal-Mart  Stores 
Bentonville,  AR  72716 
501-273-4000 

CEO:  Sam  M  Walton 
Retailing-discount  &  variety  stores 

Wells  Fargo 

420  Montgomery  Street 
San  Francisco,  CA  94163 
415-396-0123 

CEO:  Carl  E  Reichardt 
Bank-West 

USLife 

125  Maiden  Lane 
New  York,  NY  10038 
212-709-6000 

CEO:  Gordon  E  Crosby  Jr 
Insurance-life  &  health 

Walgreen 

200  Wilmot  Road 

Deerfield,  IL  60015 

312-940-2500 

CEO:  Charles  R  Walgreen  III 
Retailing-drugstores 

Wendy's  International 
PO  Box  256 

Dublin,  OH  43017-0256 
614-764-3100 

CEO:  Robert  L  Barney 
Restaurant  chain 

USX  (formerly  United  States  Steel) 
600  Grant  Street 
Pittsburgh,  PA  15230 
412-433-1121 

CEO:  David  M  Roderick 
Oil-other  oil  &.  gas 
Metals-steel 

Wang  Laboratories 
One  Industrial  Avenue 
Lowell,  MA  01851 
617-459-5000 

CEO:  An  Wang 
Computers 

West  Point-Pepperell 
PO  Box  71 

West  Point,  GA  31833 
404-645-4000 

CEO:  Joseph  L  Lanier  Jr 
Home  furnishings 
Textile  manufacturer 

Utah  Power  &  Light 
PO  Box  899 

Salt  Lake  City,  UT  84110 
801-535-2000 

CEO:  Frank  N  Davis 
Electric  utility-West 

Warner  Communications 

 ii         i       i     i  i  iii 

75  Rockefeller  Plaza 
New  York,  NY  10019 
212-484-8000 

CEO:  Steven  J  Ross 
Entertainment 

Western  Capital  Investment 
1675  Broadway-Suite  1700 
Denver,  CO  80202 
303-623-5577 
CEO:  Junius  F  Baxter 
Thrift  institution 

Valero  Energy 
PO  Box  500 

San  Antonio,  TX  78292 
512-246-2000 

CEO:  William  E  Greehey 

Oil-other  oil  &.  gas 

Natural  gas-prod  ik  pipelinei 

Warner-Lambert 
201  Tabor  Road 
Morris  Plains,  NJ  07950 
201-540-2000 

CEO:  Joseph  D  Williams 
Health-drugs 

Western  Savings  &  Loan  Assn 
PO  Box  16290 
Phoenix,  AZ  85011-6290 
602-248-4600 

CEO:  Gary  Driggs 
Thrift  institution 

Valley  Federal  Savings  &  Loan  Assn 
6842  Van  Nuys  Boulevard 
Van  Nuys,  CA  91405 
818-904-3000 

CEO:  Donald  C  Headlund 
Thrift  institution 

Washington  Mutual  Savings  Bank 
1101  Second  Avenue 
Seattle,  WA  98101 
206-464-4400 

CEO:  Louis  H  Pepper 
Thrift  institution 

Westinghouse  Electric 
Westinghouse  Building 
Pittsburgh,  PA  15222 
412-244-2000 

CEO:  Douglas  D  Danforth 
Electrical  equipment 
Aerospace  &  defense 

Valley  National 
PO  Box  71 
Phoenix,  AZ  85001 
602-261-2099 

CEO:  Howard  C  McCrady 
Bank-West 

Washington  Post 
1150  15th  Street  NW 
Washington,  DC  20071 
202-334-6000 

CEO:  Katharine  Graham 
Publishing 

Westvaco 

299  Park  Avenue 

New  York,  NY  10171 

212-688-5000 

CEO:  David  L  Luke  III 
Paper 

VF 

PO  Box  1022 
Reading,  PA  19603 
215-378-1151 

CEO:  Lawrence  R  Pugh 
Retaihng-apparel  manufacturer 

Washington  Water  Power 
PO  Box  3647 
Spokane,  WA  99220 
509-489-0500 

CEO:  Paul  A  Redmond 
Electric  utility-West 

Wetterau 

8920  Pershall  Road 
Hazel  wood,  MO  63042 
314-524-5000 

CEO:  Ted  C  Wetterau 
Food  distributor-wholesale 
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Who  would 
profit  from 
business  news 
on  cable? 


Your  competition 


"Business  Morning"  6:30AM 
"Business  Day"  7:30AM 
"Moneyline"7&llPM 
&  continuous  business  news 
throughout  the  day— at 
half  past  the  hour* 


THE  WORLD'S  MOST 
IMPORTANT  NETWORK 


*  Weekdays  6:30AM-5:30PM.  ALL  TIMES  EASTERN.  ©Turner  Brpadcasting  System,  Inc. 


YOUR  SALES 


How 
to  reach 
business 
prospects 
at  the 
right  time 
with 

success. 


Where  to  find  The  Forbes  500s 


Global  Telecommunications  Guide  -  the  only  one  of 
its  kind  -  provides  you  with  vital  and  critical  infor- 
mation that  no  telephone  company  or  long-distance 
communications  carrier  has  ever  made  available  to 
you  How  to  reach  someone  at  the  right  time  world- 
wide with  success  Over  2C0  countries,  from  Abu 
Dhabi  to  Zimbabwe,  are  listed  with  their  time  differ- 
ences and  World  Time  Zones  to  help  you  ascertain 
the  overlapping  business  hours  in  each  country  and 
city.  Business  hours  and  business  holidays  in  over 
200  countries  assist  you  in  reaching  your  party  at  the 
right  time.  Direct-dialing  entry/exit  codes  for  each 
country  and  city  expedite  your  calls  without  delay. 
This  unique  guide  is  your  perfect  companion  and  un- 
failing assistant  while  conducting  business  (direct- 
dial  telephoning,  tele-conferencing,  tele-marketing, 
tele-interfacing,  telefaxing.  telexing,  etc.)  in  thou- 
sands of  cities  worldwide,  from  Aabenraa  to 
Zurzach.  Priced  at  $15  in  USA  ($25  outside  USA) 
from:  Multinational  Communications  Inc..  Dept. 
FB-871 .  P  0  Box  92,  Cambridge,  MA  02238,  USA. 
free  bonus  with  purchase  of  this  guide 


Forbes 
Lake  of  the 

OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary.  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites.  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges 
please  write  to:  Forbes  Lake  of  the  Ozarks. 
Box  157.  Warsaw.  Missouri  65355 
Obtain  the  Property  Report  required  by  Federal  law 

and  read  it  before  signing  anything  No  Federal 
agency  has  judged  the  merits  or  value,  if  any.  of  this 
property  Equal  Credit  and  Housing  Opportunity. 
Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  nol  registered. 


'  Weyerhaeuser 
Weyerhaeuser  Building 
Tacoma,  WA  98477 
206-924-2345 

CEO:  George  H  Weyerhaeuser 

Lumber 

Paper 

Wisconsin  Power  &.  Light 
PO  Box  192 

Madison,  WI  53701-0192 
608-252-3311 

CEO:  lames  R  Underkofler 
Electric  utility-North  central 
Natural  gas— distributor 

Whirlpool 

2000  M-63  North 

Benton  Harbor,  Ml  49022-2692 

616-926-5000 

CEO:  lack  D  Sparks 
Appliances 

Witco 

520  Madison  Avenue 

New  York,  \V  10022-4236 

212-605-3800 

CEO:  William  Wishnick 
Oil-other  oil  tx  gas 
Chemicals-specialized 

Whitnev  Holding 
228  St  Charles  Avenue 
New  Orleans,  LA  ?0103 
504-586-7272 

CEO:  Patrick  A  Delaney 
Bank-Southeast 

FW  Woolworth 
233  Broadway 
New  York,  NY  10279 
212-553-2000 

CEO:  Harold  E  Sells 
Retaihng-discount  &  variety  stores 
Retailing-shoe  stores 

Wickes  Cos 

3340  Ocean  Park  Boulevard 
Santa  Monica,  CA  90405 
213-452-0161 

CEO:  Sanford  C  Sigoloff 
Retailing-miscellaneous 

Wm  Wrigley  Jr 

410  North  Michigan  Avenue 

Chicago,  1L  60611 

312-644-2121 

CEO:  William  Wngley 

Food  processor-branded  foods 

Willamette  Industries 
1300  SW  Fifth  Avenue 
Portland,  OR  97201 
503-227-5581 

CEO:  William  Swindells  Jr 

Paper 

Lumber 

Xerox 

PO  Box  1600 
Stamford,  CT  06904 
203-329-8700 

CEO:  David  T  Reams 
Office  products  is.  services 
Insurance-property  &  casualty 

Williams  Cos 
One  Williams  Center 
Tulsa,  OK  74172 
918-588-2000 

CEO:  Joseph  H  Williams 
Natural  gas-prod  is.  pipeliner 

Yellow  Freight  System 
PO  Box  7563 
Overland  Park,  KS  66207 
913-345-1020 

CEO:  George  E  Powell  Jr 
Trucking  &  leasing 

Wilmington  Trust 
Rodney  Square  North 
Wilmington,  DE  19890 
302-651-1000 

CEO:  Bernard  F  Taylor  II 
Bank-Mid- Atlantic 

Zayre 

770  Cochituate  Road 
Framingham,  MA  01701 
617-620-5000 

CEO:  Maunce  Segall 
Retaihng-discount  &.  variety  stores 
Retaihng-apparel 

Wilson  Foods 

4545  Lincoln  Boulevard 

Oklahoma  City,  OK  73105 

405-525-4545 

CEO:  Kenneth  (  Gnggy 
Food  processor-meatpacking 

Zenith  Electronics 
1000  Milwaukee  Avenue 
Glenview,  IL  60025 
312-391-7000 

CEO:  Jerry  K  Pearlman 

Appliances 

Computers 

Winn-Dixie  Stores 
PO  Box  B 

Jacksonville,  FL  32203-0297 
904-"'8  3-5000 

CEO:  A  Dano  Davis 
Supermarkets-major 

-  Zions  Utah  Bancorporation 
1380  Kennecott  Building 
Salt  Lake  Citv,  UT  84133 
801-524-4787 

CEO:  Roy  W  Simmons 
Bank-West 

Wisconsin  Energv  iformerlv  Wisconsin  Electricl 
PO  Box  2949 
Milwaukee,  WI  53201 
414-221-2345 

CEO:  Charles  S  McNeer 
Electric  utility-North  central 
Natural  gas-distributor 
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5ALERSC0PE  MERCHANDISING  PRODUCTS  OF  THE  MONTH 


New  Hitachi  22"  TV 


iawk™:  The  Birth  Of 
lassie 


one  look  and  you  can  tell  the  Mo- 
:  Camera  Case  Collection  is  going 
around  long  after  others  have 
The  Mohawk  Collection  boasts  a 
a  rugged,  waterproof  CharHyde 
ior  with  a  custom-like  softness 
uxury.  Whether  you  need  a  func- 
1  compact-35  pouch,  multi-pur- 
compartment  case  or  zoom 
artment  case,  there  is  a  Mohawk 
ills  that  need.  Every  case  has  spe- 
ustomized  features  -  from  "Shock 
iction"  and  the  Velcro®  magic  of 
ustomized  compartments  to  3- 
itraps  for  carry  comfort.  For  more 
mation,  contact  Coast  Manufac- 
g  Company  -  the  world's  largest 
lfacturer  of  photo/video/specialty 
ige  and  accessories  -  at  118  Pearl 
St.  Vernon,  NY  10550  (800)  221- 


\  SPEC®  Introduces 
er  Control  Unit 


i  SPEC,  a  prominent  manufac- 
of  computer  accessories,  has  re- 
i  introduced  a  multi-functional 
■  control  product.  The  unit,  re- 
1  to  as  the  PC1025,  incorporates 
suppression,  an  A/B  data  switch, 
tal  LED  clock,  a  static  discharge 

and  individual  switching  capa- 
;s  for  up  to  five  components.  For 

information,  write  to  DATA 
I  at  20120  Plummer  St.,  Chat- 
h,  CA  91311. 


Exclusively  Hitachi,  the  CT2267  B/H 
is  the  top-of-the-line  Square  Vu  22-inch 
model.  With  28%  more  viewing  area 
than  a  conventional  19-inch  set,  the 
CT2267  is  the  nerve  center  for  all  your 
audio/video  components.  For  more  in- 
formation, contact  your  nearest  Hita- 
chi dealer. 


MCE  Introduces  New 
Speakeasy  Cordless  Telephone 

MCE,  Inc.  introduces  the  latest  addi- 
tion to  its  Speakeasy  cordless  telephone 
line-up.  The  new  MCE-7218  XT/P  in- 
corporates "state-of-the-art"  electronics 
and  high-tech/high-fashion  styling.  It 
highlights  10  individual  "direct  dial" 
memory  keys,  speakerphone,  dual  key 
pads  for  base  and  remote  dialing,  along 
with  extended  range,  new  frequencies, 
mute  button,  last  number  redial,  and 
call  function  to  hand  set.  It  is  available 
in  black/chrome  and  cream/gold  color 
combinations.  Suggested  retail  price  is 
$229.90.  Refer  any  inquiries  to  MCE, 


A  refreshingly  simple  and  sensibly- 
priced  way  to  keep  CDs  performing  like 


The  Best 
Selling 
Book  Is 
Now  On 
Video 


Look  10  years  younger  in  10  hours  with 
Callanetics,  the  totally  new  exercise  vi- 
deocassette  from  MCA.  Callan  Pinck- 
ney,  author  of  Callanetics,  personally 
demonstrates  how  you  can  tighten,  lift, 
flatten  and  firm  just  about  every  inch 
of  your  body  through  her  revolutionary 
deep-muscle  exercise  techniques.  So 
get  Callanetics  at  video  or  book  retail- 
ers everywhere  or  call  (800)  445-3800 
x815.  Only  $24.95  suggested  retail 
price. 


23  NW  8th  Ave.,  Hallandale,  FL  33009 
(305)  458-1119  or  MCE,  1239  Broad- 
way, New  York,  NY  10001  (212)  683- 
3335. 


new.  Recognized  by  the  Industrial  De- 
signers Society  of  America  (IDSA)  for 
design  excellence,  Geneva's  patented 
CD  Cleaner  safely  and  effectively  re- 
moves harmful  dust,  fingerprints  and 
other  abrasive  household  contami- 
nants. It  includes  an  integrated  CD 
holder,  a  burnisher  and  18  pre-mois- 
tened,  disposable  cleaning  pads.  For 
more  information  on  Geneva's  PF-410 
Compact  Disc  Cleaner,  see  your  nearest 
Geneva  dealer. 


Geneva's 

A  ward- Winning 

Compact 

Disc  Cleaner 


Dealerscoae 
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Streetwalker 


Edited  bv  Thomas  Jaffe 


Big  is  beautiful 

It  continues  to  amaze  Streetwalker 
how  many  investors  fall  for  the  old 
line  that  the  only  place  to  make  mon- 
ey in  the  stock  market  is  in  compa- 
nies with  small  market  capitaliza- 
tions. Sure,  many  smaller  companies, 
notably  those  in  the  technology 
group,  did  very  well  early  this  year. 
But  in  a  volatile  market  like  the  one 
at  hand,  with  many  investors  unsure 
about  the  economy,  several  smart  in- 
vestors of  our  acquaintance  say  they 
prefer  to  play  it  safe  by  sticking  to 
stocks  with  market  capitalizations  of 
SI  billion  or  more.  There  is  also  the 
growing  influence  on  the  market  of 
the  Japanese,  who  tend  to  buy  blue 
chips.  One  broker  tells  of  a  Tokyo 
customer  who  recently  bought  29  of 
the  30  stocks  in  the  DJI.  (Our  source 
won't  say  which  one  he  passed  on.) 

The  move  into  the  larger  compa- 
nies is  already  evident.  "January  and 
February  were  a  good  year  for  the  big 
caps,"  says  Hugh  Lamle  of  New 
York's  M.D.  Sass  Investors.  "And  for  a 
couple,  it  was  the  equivalent  of  a  few 
good  years."  Another  correction  like 
Mar.  30's  57-point  drop  in  the  Dow, 
and  Lamle  says  he'll  buy  more  of  the 
biggies  on  weakness. 

A  current  favorite  is  SI. 4  billion 
(sales)  Koppers,  the  diversified  chemi- 
cals company.  Recent  price:  37.  Even 
though  the  shares  are  up  roughly  40% 
over  the  past  year  or  so,  Lamle  thinks 
they  can  reach  48 — another  move  of 
30%  or  so — by  year-end. 

What's  the  attraction?  More  than 
35%  of  Koppers'  business  is  in  con- 
struction materials  directly  related  to 
highway  and  road  building.  Not  a  bad 
business  to  be  in,  now  that  Congress 
has  overridden  President  Reagan's 


Qua  B  SUckman 


veto  of  the  S87.5  billion,  pork-larded 
highway  bill.  To  keep  pace  with  the 
market,  the  company  has  been  mak- 
ing acquisitions  to  broaden  its  nation- 
al franchise  in  the  field.  It  sells  for  a 
P/E  of  14  times  anticipated  1987  earn- 
ings, and  for  only  10.5  times  Lamle's 
estimate  for  1988. 

Another  eventual  beneficiary  of  the 
Senate  override,  says  Mitchell  Quain 
of  Wertheim  Schroeder,  could  be  S7.3 
billion  (sales)  Caterpillar,  recently  47 
on  the  NYSE.  In  the  early  Eighties  the 
strong  dollar  opened  the  market  to 
intense  competition  from  the  Japa- 
nese.  This  precipitated  a  program  of 
cost-cutting  and  plant  consolidation 
that  continues  today,  even  as  the  dol- 
lar has  weakened.  The  recovery  has 
been  slow,  but  the  leverage  a  few 
years  out  could  be  terrific. 

For  big  caps  laggards,  staying  out  of 
the  raiders'  reach  has  generally  meant 
emphasizing  certain  core  businesses 
and  dumping  the  rest.  Koppers  is  one 
example.  National  Distillers  & 
Chemical  (sales,  SI. 7  billion)  is  an- 
other. In  November  Distillers  paid 
S610  million  for  Enron's  chemical 
business.  The  acquisition  nearly  dou- 
bles Distillers'  polyethylene  output 
and  greatly  improves  its  marketing 
ability.  This,  when  industry  operating 
rates  are  above  90%,  demand  is  grow- 
ing and  there  is  little  new  capacity 
coming  into  the  market.  To  finance 
the  acquisition,  Distillers  has  sold  its 
wine  business  to  RJR  Nabisco  for 
SI 00  million  and  is  shopping  its  li- 
quor unit  around  for  S400  million  to 
S500  million.  Although  Distillers' 
stock  (recent  price,  61)  is  already  up 
44%  since  January,  Streetwalker 
hears  smart  people  saying  this  one's  a 


keeper  for  the  long  term. 

The  logic  behind  this  kind  of  ass 
swapping:  When  companies  are  sm 
and  not  particularly  successful  pl« 
ers  in  an  industry,  they  are  basica 
run  on  a  cash  basis.  They  do  whate\ 
they  have  to  do  to  cover  their  ov 
head,  period.  "It's  like  the  dumping 
commodities  by  Third  World  cot 
tries  in  order  to  bring  in  currenq 
observes  money  manager  Walter  Fi 
gerald  of  New  York's  Bradley,  Hu 
mel  &  Co. 

These  days  long-term  investors  ; 
looking  for  big  companies  that  si 
have  a  long  way  to  go  in  rationahzi 
both  themselves  and  the  industr 
they're  in.  One  name  that  comes  up 
this  regard  is  Freeport-McMoRan,  t 
big  fertilizer  company.  Right  no 
overcapacity  has  the  fertilizer  indi 
try  on  its  fanny.  W.R.  Grace,  for  oi 
has  written  down  and  discontinu 
its  operation.  Freeport,  however, 
buying  the  Agrico  Chemical  subs 
lary  from  competitor  Williams  C 
for  $250  million  plus  a  deferred  a 
sideration  of  $100  million  to  S2 
million,  based  on  Agrico's  perf 
mance  through  1991. 

The  Agrico  purchase  will  give  Fri 
port  considerable  economies  of  sea 
It  has  also  bid  S20  million  to  $ 
million  for  the  fertilizer  business 
Beker  Industries,  in  Chapter  1 1 .  Th 
Freeport  could  find  itself  m  a  positi 
to  shut  down  a  significant  amount 
excess  capacity,  reaping  the  rewai 
of  putting  the  industry  into  relati 
balance.  At  a  recent  26Va  on  the  1 
Board,  Freeport-McMoRan's  sha: 
are  up  30%  this  year.  But,  again, 
Freeport  is  successful,  the  play  in  t 
stock  will  take  several  years  to  run 
course. 

So  the  next  time  your  broker  te 
you  that  the  only  place  to  make  s« 
ous  money  these  days  is  in  the  sm 
cap  stocks,  tell  him  to  think  a  lit 
bigger.  (The  Forbes  500s  ranking 
the  country's  largest  companies  1 
gins  on  page  199.) — TJ. 
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Who  relies  onAMBAC 


■ 


Public  finance  professionals  seeking  security  and  strength 
for  issuers  choose  AMBAC's  financial  guaranty.  We  found- 
ed the  municipal  bond  insurance  industry  and  continue  as 
a  leader,  backed  by  a  strong  investor  group  led  by  Citibank. 
a        j*         f  EachAMBACin- 

Jmctwtov.  reHdmunicipal 

T'^r-^  J\\  wmsm%w^yw    bond  issue  carries 
a  "AAA"  rating.  Our  experienced  research  analysts,  solid 
asset  base  and  proven  claims-paying  ability  combine  to 
provide  a  unique  dependability  public  finance  professionals 
know  they  can  rely  on. 
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PRELIMINARY  RESULTS 

£1  -  SI  483  a)  31 12  86  {51  446  at  31 12  85] 


Year  to  December  1986 


Yearto  December  1985 


GROUP  TURNOVER 

£(9./6>7m 

£17,051m 

+/4 

PRE-TAX  PROFIT 

£/393rV, 

£U66m 

EARNINGS  PER  SHARE 

45.72p 

DIVIDEND  PER  SHARE 

f*4-.30P 

12.10p 

•  Substantial  organic  growth  with  12%  rise  in  turnover.  •  Financial  Services  profit 
doubled.  Strong  performance  by  Eagle  Star  and  Allied  Dunbar.  •  Outstanding 
results  from  Wiggins  Teape  and  Appleton.  market  leaders  in  carbonless  papers. 


•  Powerful  growth  in  retailing.  Record  results  from  Saks  Fifth  Avenue,  Mars 
Field's  and  Argos.  •  Tobacco  50%  of  Group  profit  with  increase  in  volu 

•  Vigorous  growth  in  Europe  and  North  America  -  nearly  80%  of  Group  pre 


BAT  INDUSTRIES 


FINANCIAL  SERVICES 


RETAILING 


PAPER 


T  0  B  A  C  C 


Fui!  financial  staienents  a<  de  delivered  to  the  Registrar  of  Companies  arc  wry  an  unqualified  audit  report.  The  results  are  being  posted  to  shareholders.  Copies  areavailabJefromBATUSfJ 


.  445  Park  Avenue.  New  York,  NY! 


Capital  Markets 


MONEY  &  INVESTMENTS 

rnsurance  on  a  muni  costs  as  little  as  20 
lasis  points  in  reduced  yield  these  days. 
\t  that  price  its  often  a  good  buy. 

BELT  AND 
SUSPENDERS 


By  Ben  Weberman 


ity  the  poor  municipal  bond  insur- 
nce  companies.  Fewer  and  fewer 
isuers  these  days  want  to  buy  the 
lsurance.  Why?  With  tax-exempt 
iterest  rates  down  sharply  from  a 
:w  years  ago,  the  yield  spreads  be- 
.veen  low-grade  and  high-grade 
onds  are  getting  narrow.  So  there's 
ot  as  much  for  the  issuer  to  gain  by 
pgrading  its  credit  quality  with  in- 
arance  backing. 

Good  news  for  the  individual  in- 
estor,  who  can  now  get  the  high 
uality  of  an  insured  issue  without 
icnficing  much  in  yield.  An  m- 
ared  bond  makes  a  lot  of  sense  if  its 
ield  is  almost  as  high  as  an  unin- 
ared  bond.  You  don't  know  what's 
Ding  to  happen  25  years  down  the 
Dad  when  the  bond  is  due. 

First,  let's  understand  what  mu- 
icipal  bond  insurance  is  all  about. 
l  city,  state  or  government  agency 
orrows  money  from  the  public.  If 
lis  bond  issuer  is  low-rated,  it  will 
ay  higher  than  normal  interest  on 
le  bonds.  To  save  money,  it  may 
urchase  insurance  from  a  company 
ke  Municipal  Bond  Investors  As- 
jrance  Corp.,  Financial  Guaranty 
lsurance  Co.,  Bond  Investors  Guar- 
nty  or  Ambac  Indemnity  Corp. 
hese  companies — most  of  them 


m  Weberman  is'  a  senior  editor  of  FORBES 
'agazine. 


owned  by  diversified  insurance 
companies  or  banks — guarantee 
that  all  payments  of  principal  and 
interest  will  arrive  on  time.  An  issu- 
er that  would  otherwise  get  a  BBB 
rating  might  pay  a  one-time  premi- 
um equivalent  to  about  1%  of  the 
principal  outstanding,  or  around  12 
basis  points  annually. 

On  the  surface,  then,  the  insur- 
ance is  free  for  the  investor.  But,  in 
reality,  the  investor  is  paying.  Since 
the  insurance  boosts  the  quality  of 
the  credit,  the  yield  on  the  bond  will 
be  lower.  Indeed,  if  the  government 
agency  can't  slash  its  coupon  by  at 
least  12  basis  points,  it  shouldn't  be 
buying  the  insurance. 

So  why  am  I  recommending  in- 
sured issues?  Because,  after  suffer- 
ing a  cut  in  yield  of  at  least  12  basis 
points,  the  buyer  is  left  with  a  solid 
investment  that  compares  favorably 
with  AAA-rated  munis. 

Furthermore,  insured  bonds  are 
readily  accepted  in  the  secondary 
market  on  the  basis  of  the  insurance 
company's  backing.  Traders  rarely 
look  into  the  credit  of  even  obscure 
communities. 

The  rating  agencies  think  highly 
of  the  insurance.  Bonds  that  would 
otherwise  get  an  A  or  BBB  from 
Standard  &  Poor's  or  Moody's  get  a 
AAA  if  backed  by  a  solid  insurance 
company.  (Exception:  bonds  insured 
by  Ambac,  which  is  rated  AAA  by 
S&P's  and  doesn't  have  a  Moody's 
rating.  As  a  result,  the  bonds  it 
backs  trade  to  yield  about  10  basis 
points  more  than  those  backed  by 
others.) 

The  yield  on  an  insured  A-rated  or 
BBB-rated  bond  falls  as  the  credit 
quality  is  upgraded.  But  it  does  not 
fall  all  the  way  to  the  level  of  return 
offered  on  bonds  that  carry  a  rating 


tag  of  AAA  on  their  own  merit 
without  insurance.  A  20-year  A-rat- 
ed revenue  bond  would  yield  7.45% 
in  today's  market.  The  same  bond 
backed  by  municipal  bond  insur- 
ance and  rated  AAA  would  pay  only 
7.25%.  A  AAA-rated,  20-year  unin- 
sured bond  would  have  a  7.1%  yield 
to  maturity. 

Traditionally,  the  difference  in 
yield  between  insured  and  unin- 
sured 30-year  A-rated  bonds  has  run 
as  high  as  80  to  120  basis  points. 
That's  why  issuers  flocked  to  insur- 
ers charging  them  only  12  basis 
points.  Now  insured  bonds  are  trad- 
ing with  a  spread  of  only  15  or  25 
basis  points  under  comparable  un- 
insured credits.  The  guaranteed 
backing  is  cheap. 

Buying  one  now  could  make  a  lot 
of  sense,  particularly  if  the  bond  is 
from  a  small,  lesser-known  city  and 
you  have  to  sell  it  someday  under 
duress,  says  Jeff  Noss  at  Roosevelt 
&.  Cross,  a  New  York  City  munici- 
pal bond  house.  In  bear  markets, 
uninsured,  obscure  bonds  from 
small  cities  are  almost  impossible 
to  unload  without  taking  a  big  hit. 

Here  are  some  examples. 

North  Carolina  Eastern  Munici- 
pal Power  Agency  recently  brought 
to  market  $1  billion  of  bonds  to 
refund  outstanding  securities.  Un- 
insured bonds  due  2021  were  priced 
to  yield  7.5%.  FGIC-insured  bonds 
due  2022  carried  a  yield  of  7.25%,  a 
contraction  of  25  basis  points  in  rate 
of  return.  A  year  ago,  when  the 
same  utility  came  to  market,  the 
spread  between  insured  and  unin- 
sured bonds  was  60  basis  points. 

Northern  California  Power  Agen- 
cy Geothermal  Project  6V2S  of  2003, 
rated  A-minus  without  insurance 
but  raised  to  AAA  with  it,  yield 
6.85%  to  maturity.  They  carry  in- 
surance from  Bond  Investors  Guar- 
anty Co.  Without  insurance,  they 
would  be  yielding  7.10%. 

Texas  Municipal  Power  Author- 
ity 6 'As  of  2010,  rated  A-plus  with- 
out insurance  and  AAA  with  it, 
yield  6.85%  with  Bond  Investors 
Guaranty  insurance.  Without  the 
insurance  they  would  carry  a  return 
of  7.10%. 

Municipal  bond  insurance  seems 
to  be  here  to  stay.  The  alternative 
for  a  small  issuer  is  often  a  letter  of 
credit  guarantee  from  a  bank  like 
Manufacturers  Hanover,  Chemical, 
Irving,  Mellon  or  Security  Pacific. 
But  banks  have  their  own  problems, 
and  bonds  backed  by  L/Cs  are  being 
downgraded  by  rating  agencies.  ■ 
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Growth  Stocks 


MONEY  &  INVESTMENTS 

You  can  earn  120%  a  year  on  your 
money  and  still  go  broke.  Here's  how. 

SPREAD  ON  THICK 


By  Kenneth  L.  Fisher 


It's  the  hidden  transaction  costs 
that  kill  short-term  traders,  particu- 
larly short-term  bargain  hunters. 
I'm  not  just  talking  about  brokerage 
commissions.  Precious  few  folks 
think  in  terms  of  the  spread  be- 
tween a  stock's  bid  and  ask  prices. 
Most  investors  hear  that  a  stock  is 
22  and  think  they  could  buy  or  sell 
it  for  that.  They  can't. 

You  can  only  sell  to  bids,  and  buy 
offerings  (a.k.a.  the  ask  price). 
That's  the  real  world  that  few  folks 
consider.  If  a  stock's  last  sale  price 
is  22,  its  bid  and  ask  are  probably 
quoted  at  about  21%  by  22  Va.  You 
can  force  a  sale  at  2  PA,  and  a  pur- 
chase at  22Va.  But  that's  it.  If  you 
want  to  sell  one  stock  that  sold  last 
at  22  to  buy  another  "22"  marvel, 
you  must  sell  at  the  bid  and  buy  at 
the  offering  and  eat  the  spread.  The 
spread  in  this  example  is  half  a 
point,  or  2.3%.  So  you  are  that 
much  in  the  hole  before  you  even 
factor  in  brokerage  commissions. 

Can't  you  do  what  many  do?  Put 
in  a  lowered  offering  at  22  to  sell 
your  old  dog  and  a  raised  bid  at  22  to 
buy  your  new  sweetheart,  and  skip 
all  this  spread  baloney?  Only  if  you 
are  lucky,  and  not  if  you  are  smart. 


Kenneth  L.  Fisher  is  a  money  manager  based 
in  Wooclside.  Calif  His  book  Super  Stocks  is 
published  by  Dow  Jones-Irwin 


Here's  why.  Your  old  dog  was  21V4 
bid,  offered  at  22 'A.  The  most  any- 
one would  pay  for  the  mutt  was 
213/t.  Now  you  want  to  offer  yours  at 
22.  You  are  welcome  to,  but  to  get 
your  sale  "off"  you  still  need  buyers 
to  step  up  one-fourth  of  a  point  to 
22 — an  effective  price  rise. 

Ditto  in  reverse  if  you  hope  to  buy 
your  new  darling  at  22.  You  are  wel- 
come to  split  the  bid  and  ask  price. 
But  you  still  need  a  price  drop  to 
buy  your  stock.  What's  wrong  with 
that?  Just  this:  To  complete  your 
sale  you  need  the  "good"  stock  to  go 
down  and  the  "bad"  stock  to  go  up 
sufficiently  to  get  your  price.  So  if 
your  dog  is  really  a  dog  and  your 
new  darling  really  is  a  sweetheart, 
trying  to  skimp  the  spread  is  abso- 
lutely penny-wise  and  pound-fool- 
ish— because  you  never  end  up 
owning  the  right  stocks. 

Of  course,  spreads  vary,  but  99% 
of  all  stocks  have  at  least  a  one- 
eighth  point  spread,  more  than  half 
have  a  one-fourth  point  spread  or 
more,  and  lots  have  a  one-half  or 
three-fourths  point  spread — or 
worse.  The  worst  damage  often 
comes  with  the  biggest  bargains  be- 
cause the  spreads  are  largest  as  a 
percentage  of  the  trade  in  the  low- 
dollar-per-share  stocks. 

Take  a  S30  stock  with  a  one- 
fourth  point  spread,  which  then 
falls  on  tough  times  and  Wall  Street 
disfavor.  It  nosedives  to  $5.  If  your 
sniffing  around  smells  good  times 
ahead,  be  prepared  to  eat  a  huge 
spread,  because  during  the  stock's 
descent,  the  spread  probably  broad- 
ened to  half  a  point — now  10%  of 
the  price.  Most  stocks  under  $10 
have  a  half-point  spread  or  more. 

Don't  get  me  wrong.  I  love  low- 
priced,  beat-up  bargains  and  have 


put  scads  of  them  in  these  columns, 
but  always  for  the  long  term  so  that 
transaction  costs  can  be  amortized 
over  a  big  move.  Think  of  the  effects 
of  trading.  If  some  hot-shot,  market 
magician  has  a  system  using  $5 
stocks  with  half-point  spreads,  in 
which  he  trades  once  a  month,  his 
system  needs  to  yield  120%  per  yeai 
gross  returns  after  the  spreads  (12  x 
10%)  just  to  break  even.  If  he  mirac- 
ulously gets  50%  gross  annual  re- 
turns, he  goes  broke  quickly — in 
less  than  2Vi  years.  If  instead  he 
trades  $10  stocks  every  othei 
month,  he  still  must  get  the  stocks 
to  rise  at  least  60%  annually  tc 
come  out  whole.  Egads! 

And  that's  before  brokerage  com- 
missions, which  ain't  cheap  even 
when  they  are  cheap.  Commissions 
at  discount  brokers  average  aboul 
seven-tenths  of  1%  of  what  you  are 
buying  or  selling.  To  m-and-oul 
should  cost  you  about  1.5%  on  top 
of  your  spread.  At  a  full-service  bro- 
ker that  might  be  3%  or  more. 

The  market  is  a  zero-sum  game  in 
the  short  term.  For  you  to  win, 
someone  else  must  lose.  Think  ol 
the  problems  pension  plans  suffer 
Surveys  say  that  the  average  pen- 
sion plan  pays  1.1%  commissions, 
three-fourths  of  1%  in  investmeni 
management  fees,  one-half  of  1% 
on  bank  custodian  fees,  and  rebuys 
its  portfolio  about  once  a  year.  If  its 
average  stock  is  S25  with  a  one- 
fourth  point  spread,  it  loses  1% 
there.  All  told,  that's  3%  per  year— 
a  lot,  since  it  comes  out  of  the  mar 
ket's  overall  return.  Last  year — £ 
good  one — the  S&P's  500  gainec 
just  1 7% .  It's  a  miracle  a  lot  of  these 
pension  funds  aren't  broke. 

To  avoid  going  broke  yourself 
minimize  your  ins  and  outs  anc 
make  them  only  after  careful  analy 
sis.  Then  buy  bargains  for  the  lonj 
term — unpopular,  beat-up  stocks  oi 
good  companies. 

Try  spreading  a  little  long-term 
money  around  among  these  three 
because  each  of  them  sells  at  less 
than  40%  of  the  market's  price/ 
sales  multiple,  has  an  excellent  bal 
ance  sheet  and  is  a  strong  leader  ir 
its  field.  Just  in  case  you  have  nol 
heard  oi  Justin  Industries  (16),  it's  the 
nation's  leading  and  lowest-cosl 
boot  and  brick  maker.  Arthur D.  Link 
(35)  may  be  little  known  as  a  stock 
but  it's  legendary  in  consulting 
fields.  Finally,  take  a  bite  out  of  £ 
Chico  (5),  which  is  even  cheaper  thar 
its  Tex-Mex  menu,  which  is  almosi 
as  hardy  as  its  balance  sheet.  ■ 
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T  COMMUNICATIONS  NETWORK  INC.  0 

14/87  (NASDAQ-CWKTF) — CAM-NET/Northstar,  a 
trum  group  of  companies  that  offer  leading  edge 
lunications  services  in  the  Northwestern  U.S.  and 

announced  today  that  agreements  have  been 
with  several  Forbes/Fortune  500  companies  that 
orthstar  to  provide,  engineer,  and  maintain  high 

high  speed  telecommunication  by-pass  links  for 
porate  LAN  (local  area  network)  users, 
ished  in  1983  to  provide  lower  priced  long  distance 
rom  Canada  to  the  U.S.  and  now  100  other 
,  CAM-NET  is  supported  by  its  Northstar  microwave 
vision  satellite  transmission  divisions,  and  is  in- 
its  activities  in  Canada. 

the  first  of  the  year  the  Canadian  government,  in 
elling  and  sharing  decisions,  has  opened  the  way 
NET  to  offer  business-to-business  long  distance 
i  Ontario,  Quebec  and  British  Columbia,  Canada's 
;est  provinces,  providing  businesses  with  competi- 
distance  alternatives  to  the  Canadian  telephone 
es. 

tar,  a  wholly  owned  subsidiary  with  its  own  digital 
-e  network,  is  a  FCC  licensed  common  carrier, 
ng  in  all  aspects  of  voice  and  data  transmission  in 
ern  U.S.  Northstar  owns  and  operates  a  mobile, 
uplink  facility  providing  remote  television  trans- 
iervices  to  broadcasters. 

IET  anticipates  record  first  quarter  sales  for  its 
nding  May  31st. 

ict:  Daryl  H.C.  Buerge,  Vice  President,  Corporate 
,  789  West  Pender  Street,  Suite  1201,  Vancouver, 
1H2.  Phone:  800-663-6282.) 


ERNATIONAL  N 

I,  Ohio,  March  19 — We  have  increased  our  buying 
the  DAY  shares  to  $40  from  $33.  After  reformulat- 
arnings  model  for  the  company  in  the  aftermath  of 
during,  we  have  repositioned  our  buying  limit  in 
more  fairly  reflect  the  mid-$40's  price  that  we 
the  stock  eventually  attaining.  Owing  to  the  sale  of 
is  that  accounted  for  about  40%  of  the  company's 
ind  50%  of  its  profit,  we  have  moved  our  estimates 
1987  revenue  and  earnings  to  $580  million  and 
sr  share,  respectively.  We  continue  to  view  this 
a  positive  light  and  believe  that  an  ultimate  price 
nid-$40's  area  will  be  achieved  by  dint  of  a 
I  insider-led  leveraged  buy  out  and  liquidation  of 

ict:  Thomas  Ryan,  Day  International,  333  W  First 
)n,  OH  45402.  Phone  (513)  226-5929.) 


HARMACEUTICAL  CORPORATION  O 

PHARMACEUTICAL  ANNOUNCES  PATENT  ALLOWANCE 
BRADYKININ  ANTAGONIST  DRUGS  FOR  THE  RELIEF  OF 
1CAL  PAIN  AND  SYMPTOMS  OF  THE  COMMON  COLD 

WORE,  MD.,  Mar.  26,  1987— Nova  Pharmaceutical 
ion  (NASDAQ:  NOVX)  announced  today  that  the  U.S. 
ff ice  has  allowed  the  patent  for  bradykinin  antago- 
[s.  Patents  have  also  been  filed  in  major  countries 


on  a  worldwide  basis. 

Nova  has  the  exclusive  worldwide  rights  to  these  patents 
for  the  first  bradykinin  blocking  drugs.  These  drugs  are 
being  developed  by  Nova  as  topical  pain  relievers  and  in 
nasal  spray  form  for  the  treatment  of  the  symptoms  of  the 
common  cold. 

Bradykinin  is  the  most  powerful  pain-producing  sub- 
stance in  the  human  body.  It  is  released  under  the  surface 
of  the  skin  as  a  result  of  burns,  cuts  and  wounds.  Based  on 
mounting  scientific  evidence,  bradykinin  is  considered  to  be 
the  initial  stimulus  of  pain.  Nova's  bradykinin  antagonist 
drugs  are  being  developed  as  a  new  way  to  control  topical 
pain  directly  at  its  source. 

Bradykinin  has  also  been  implicated  as  a  key  chemical 
involved  in  the  symptoms  of  the  common  cold.  Scientists 
have  demonstrated  that  large  quantities  of  brandykinin, 
greater  than  that  of  histamine,  are  present  in  nasal 
secretions  resulting  from  colds.  Nova  is  developing  brandy- 
kinin antagonist  drugs  in  nasal  spray  form  to  block  cold 
symptoms. 

Nova  Pharmaceutical  Corporation  is  a  leader  in  receptor 
technology  for  the  discovery  of  a  new  generation  of  pharma- 
ceutical products. 

(Contact:  Donald  Stark,  President,  Nova  Pharmaceutical 
Corporation,  5210  Eastern  Ave.,  Baltimore,  MD  21224. 
Phone  (301)  522-9585.  Susan  Abert  Noonan/Anthony  J. 
Russo,  Cameron  Associates  (212)  683-4545.) 


P.S.M.  TECHNOLOGIES  INC.  O 

VANCOUVER,  B.C.,  Mar.  17— WOODING  a  New  Jersey 
corporation,  owner  and  developer  of  a  proven  new  high- 
technology  electric  melting  system  which  is  93%  thermally 
efficient  and  produces  no  environmental  pollution,  an- 
nounces formal  agreement  with  P.S.M.  Technologies  Inc.,  of 
Vancouver,  B.C.,  to  build  a  smelting  and  refining  plant  in 
the  Pacific  Northwest  to  produce  30,000  tonnes  per  year  of 
low-carbon  ferrochromium  by  a  patented  process. 

Long  term,  take  or  pay  contracts  for  90%  of  initial 
product  capacity  have  already  been  signed  with  major 
international  corporations. 

P.S.M.  will  be  a  substantial  stockholder  (30%)  in  SHER- 
WOOD Pacific  and  will  have  the  exclusive  right  to  supply 
chrome  concentrate  to  the  venture. 

Location  of  the  25/50  megawatt  smelter  will  be  deter- 
mined this  month.  Deep-water  sites  in  Oregon  and  British 
Columbia  are  being  evaluated. 

Gross  sales  of  the  low-carbon  ferrochromium  product 
start  at  (U.S.)  $45,000,000  annually  and  will  rise  to  (U.S.) 
$60,000,000  in  ten  years.  Gross  profit  is  in  excess  of  35%  of 
sales. 

P.S.M.  Technology  Inc.  owns  and  has  under  option  from 
Del  Norte  Chromium  and  Asamera  Minerals  (U.S.)  Inc.  all  of 
the  important  "Chrome"  deposits  in  Southern  Oregon  and 
Northern  California. 

Engineering  studies  are  progressing  as  to  concentration 
plant  and  profit  potential  on  the  deposits. 

Plans  for  total  financing  of  this  (U.S.)  $24,000,000 
project  by  corporations,  governments  and  with  sophisticated 
investors,  are  well  advanced  at  this  date. 

This  News  Release  is  prepared  by  the  Management  of  the 
Company  and  the  Vancouver  Stock  Exchange  has  neither 
approved  nor  disapproved  the  contents  herein. 

(Contact:  William  Wood,  President,  PSM  Technologies 
Inc.,  (Suite  880)  789  West  Pender  Street,  Vancouver  BC 
V6C  1H2.  Phone  (604)  669-3614.) 


What's  the 
best  way  to 
reach  America's 
most  important 
investors? 


Once  a  month 

Corporate  Report  Updates 
enables  publicly  held  corpora- 
tions to  announce  important 
developments  to  active  and  in- 
fluential investors  who  regu- 
larly read  Forbes.  This  low  cost, 
informational  advertising 
service  appears  1 2  times  a  year, 
and  for  additional  impact  and 
relevance,  Corporate  Report 
Updates  is  positioned  within 
Forbes  magazine's  popular 
"Money  and  Investment"  edi- 
torial section. 

Forbes'  720,000 
subscribers 

represent  one  of  the  most  im- 
portant investor  markets  in  the 
U.S.  99%  have  investment 
portfolios  with  an  average  val- 
ue of  $718,000,  88%  own 
corporate  stock  with  an  aver- 
age value  of  S55 1 ,000  and 
over  half  are  involved  with  ad- 
vising others  on  investment 
decisions. 

If  your  company 

has  something  to  say  to  pow- 
erful executives  and  active  in- 
vestors, Corporate  Report 
Updates  is  the  place  to  say  it. 

Forbes  means  results. 

For  more  information,  call  or 

write: 

Sarah  Madison 
#601 

5800  Eubank  N.E. 
Albuquerque,  NM  871 1 1 

(505)275-1282/3 

(505)  293-4647  Fax  Machine 


Stock  Trends 

MONEY  &  INVESTMENTS 

Before  you  get  earned  away  with  today's 
bubbly  stock  market,  consider  how  it  will 
react  to  President  Hart,  Bush  or  Jackson. 

500  DAYS  UNTIL 
ELECTION  88 


By  Ann  C.  Brown 


Whether  you  are  pro  or  contra  Ron- 
ald Reagan,  there's  no  denying  that 
the  stock  market  has  enjoyed  its 
finest  hours  under  his  Administra- 
tion. Easy  money,  lower  taxes,  de- 
regulation, freedom  to  merge  and  be 
merged,  open  markets.  What  more 
could  investors  ask  for-  Combine 
these  domestic  blessings  with  low 
foreign  oil  prices,  relative  peace 
with  our  enemies  and  remarkable 
harmony  with  our  often  fractious 
allies,  and  you  have  an  eight-year 
act  that's  hard  to  follow. 

One  look  at  the  candidates  vying 
for  the  presidency  suggests  that 
Wall  Street's  meaningful  relation- 
ship with  the  White  House  may  be 
about  to  end.  To  date,  the  most 
charismatic  contenders  for  the  Oval 
Office  have  economic  programs  ca- 
pable of  knocking  several  hundred 
points  off  the  DJI.  On  the  other 
hand,  the  most  fiscally  sensible  as- 
pirants would  appear  to  lack  what  it 
takes  to  get  elected.  Whoever  wins 
probably  will  do  so  by  only  a  small 
margin — too  minimal  a  mandate  to 
accomplish  much  of  anything. 

Soon — perhaps  around  the  time 
Congress  goes  on  summer  recess 
and  presidential  politicking  begins 

.\nn  C.  Rroim  is  chief  executive  officer  q, (the 
equity  advisory  and  portfolio  consulting 
firm  of  AC.  Brown  &  Associates 


in  earnest — investors  here  and 
abroad  will  begin  to  focus  on  the 
U.S.  government  1988-92.  Recently, 
the  Iranian  arms  deal  and  executive 
branch  personnel  changes  have 
overshadowed  all  other  issues.  The 
most  important — the  budget  and 
trade  deficit  crises — seem  to  have 
worsened  while  out  of  the  limelight. 

One  reason  for  this  is  that  the 
new  House  and  Senate  are  proving 
to  be  bigger  spenders,  willing  and 
able  to  override  vetos  with  an  ease 
undreamed  of  a  year  ago  when  the 
OMB  submitted  its  budget.  Second, 
the  anticipated  increase  in  the  fed- 
eral tax  take  as  a  result  of  the  de- 
cline in  the  dollar  is  not  materializ- 
ing. Export  growth  is  below  expec- 
tations, and  consumer  purchases  of 
locally  produced  products  are  not 
picking  up  the  slack.  Third,  it  ap- 
pears that  tax  reform,  as  far  as  indi- 
viduals are  concerned,  could  turn 
out  to  be  revenue  negative  for  the 
government,  not  revenue  neutral. 

What  this  means  is  that  by  the 
time  the  votes  are  counted  next  No- 
vember, chances  are  we  will  be  ex- 
periencing higher  inflation,  higher 
interest  rates  and  almost  certainly 
new  and  higher  taxes.  None  of  these 
possibilities  is  good  for  the  stock 
market.  Just  how  bad  it  could  be 
will  depend  heavily  on  who  is  Presi- 
dent and  the  confidence  investors 
have  in  his  willingness  and  ability 
to  do  what  needs  to  be  done. 

So  before  you  get  carried  away 
with  today's  bubbly  stock  market, 
consider  how  it  will  react  to  Presi- 
dent Hart.  Or  Bush.  Or  lackson  or 
Robertson  or  Haig.  Or  any  of  the 
already  declared  or  coy-but-running 
hopefuls.  This  exercise  could  tem- 
per your  enthusiasm  for  equities — 
particularly  those  whose  payoffs  are 


a  couple  of  years  more  down  the 
road.  At  least  it  could  cause  you  to 
think  twice  before  becoming  fully 
margined  on  the  long  side. 

This  is  not  to  say  that  many  stock 
prices  won't  continue  to  rise.  Inves- 
tors are  showing  increasing  disen- 
chantment with  the  bond  market. 
Now  that  the  business  outlook  is 
strengthening,  the  probabilities  of  a 
further  cut  in  the  discount  rate  by 
the  Federal  Reserve  are  diminish- 
ing. Interest  rates  are  beginning  to 
climb,  which  discourages  new  in- 
vestment in  fixed-income  securities 
and  encourages  their  existing  hold- 
ers to  switch  into  equities. 

While  some  of  the  stock  market's 
greatest  scholars  are  preaching  cau- 
tion and  warning  of  impending  ca- 
tastrophe, the  greater  fools  get  rich- 
er and  richer.  In  this  kind  of  market, 
which  seems  to  have  taken  leave  of 
its  fundamental  senses,  here  are 
two  ways  of  investing  where  the 
rewards  could  vindicate  the  risks. 

The  first  method  is  to  buy  stocks 
of  well-known,  big-capitalization 
companies  because  of  their  liquid- 
ity and  optionability  (for  hedging 
purposes).  Also,  most  of  these  is- 
sues have  considerable  substance 
beneath  their  style.  Choices  here 
include  SmitbKline  Beckman  (1051, 
l  ord  Motor  (87),  American  Telephone 
&  Telegraph  (23)  and  Philip  Morris  (84). 
For  additional  ideas,  I  suggest  you 
study  the  Forbes  Assets  500  ip  156). 

The  second  way  is  to  continue  to 
buy  stock  in  companies  with  above- 
average  earnings  growth  rate  poten- 
tial whose  P/E  ratios  are  still  within 
reason.  It's  harder  and  harder  to  find 
these  situations,  but  a  good  place  to 
begin  is  the  Forbes  500s  on  Wall 
Street  (p.  232).  If  you  are  interested 
in  smaller  companies,  look  into  Pro- 
gressive Corp.  of  Ohio  (28,  o-t-c),  West- 
em  PuhlisJjing  Group  (16,  o-t-c)  and 
King  World  Productions  [12). 

Progress  report:  In  1985  I  selected 
five  attractive,  relatively  new  com- 
panies to  track  for  how  long  it  would 
take  one  of  them  to  make  a  Forbes 
500  list.  Still  waiting.  However,  En- 
vironmental  Systems  (18)  split  again 
last  year  and  moved  from  over-the- 
counter  to  the  NYSE.  Dionex  (29, 
o-t-c)  has  doubled  and  still  looks 
promising,  as  does  Dynatecb  (33, 
o-t-c),  last  year's  replacement  for 
HEI  Corp.  Wherehouse  Entertainment 
(11)  could  be  the  best  buy  now.  And 
disappointing  Cincinnati  Microwave 
(8,  o-t-c)  is  an  interesting  earnings- 
turnaround  speculation.  ■ 
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Only  one  business  news 
magazine  delivers  the 
world  every  week. 


Your  most  important  target  is  the 
world,  because  business  today  is 
global. 

And  only  Business  Week  Interna- 
tional gives  you  the  world  every 
week. 

Every  issue  delivers  an  international 
audience  of  top-level  decision- 
makers in  Europe,  Asia  and  Latin 
America. 

87%  of  our  subscribers  are  native 
citizens— not  American  expatriates. 

96%  are  in  business,  finance, 
government,  industry  or  the 
professions;  of  these: 

54%  have  policy  or  operational 
responsibility  for  the  international 
business  of  their  companies. 

53%  are  in  top  management.  In 
fact,  Business  Week  Interngtionol 
legds  all  other  international  business 
magazines  in  cost-efficiency  in 
reaching  Senior  and  Chief  Executives 
in  Europe  and  Asia.  Five  world- 
respected  independent  surveys 
confirm  it* 

So  reach  key  international  decision- 
makers every  week.  In  the  business 
magazine  they  read  every  week. 

Business  Week  International.  The 
world's  only  international  newsweekly 
of  business. 


'E.B.R.S.;  RE.S.;  A.B.R.S.;  International  Financial  Managers 
in  Europe  Readership  Survey;  C.E.O.'s  in  Europe 
Readership  Survey. 

niNTERNATIONALtlf  | 

BusinessWeek  m 

The  world's  only  international  newsweekly  of  business. 
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Telling  people  off  gives  momentary  plea- 
sure, but  can  be  costly  to  your  career. 

REVENGE  IS 
SWEET,  BUT. . . . 


By  Srully  Blotnick 


Ever  since  the  ethic  of  "let  it  all 
hang  out"  took  hold  in  the  1960s,  a 
lot  of  business  people  have  been  get- 
ting themselves  in  trouble  by  carry- 
ing this  approach  too  far.  Nowhere 
more  so  than  when  they  are  leaving 
one  job  to  take  another. 

To  choose  a  representative  exam- 
ple, every  time  I  interviewed  Fred, 
he  managed  to  tell  me  how  much  he 
disliked  his  boss,  Alan.  A  deroga- 
tory remark  of  one  kind  or  another 
always  managed  to  find  its  way  into 
his  comments.  At  39,  with  a  mas- 
ter's degree  in  finance  from  UCLA, 
Fred  felt  he  knew  more  than  Alan 
and  was  better  equipped — by  train- 
ing and  temperament — to  hold  his 
boss'  position.  Fred  also  resented 
the  fact  that  Alan  earned  substan- 
tially more  than  he.  "For  what?" 
Fred  once  fumed.  "I'm  the  one  who 
does  all  the  work." 

Finally  fed  up,  Fred  looked  for  and 
found  another  position  at  a  compet- 
itor in  the  electronics  field.  Howev- 
er, he  decided  not  to  leave  without, 
as  he  put  it,  "giving  Alan  a  piece  of 
my  mind."  Before  he  could  tell  me 
what  happened  next,  I  asked, 
"Wasn't  that  risky?"  Fred  replied, 


Srully  Blotnick  is  a  business  psychologist 
and  author  of  Ambitious  Men:  Their  Drives, 
Dreams  and  Delusions,  just  pithlis/jed  by 
Viking  Press. 


"Nah,  I  already  had  the  new  job 
sewed  up.  Besides,  Alan  doesn't 
have  the  name  of  my  next  employ- 
er. For  all  he  knows,  I  could  have 
taken  a  job  in  Europe — I  was  think- 
ing of  it  at  one  time,  remember?" 

His  parting  words  were  carefully 
chosen:  "I  told  him  that,  as  far  as  I — 
and  everyone  else  who  worked  with 
him — was  concerned,  he  was  a 
nothing,  a  real  phony  and  that  he 
wasn't  kidding  anybody."  Alan,  he 
said,  didn't  reply. 

Fourteen  months  later  Fred's  new 
company  acquired  his  old  one,  but 
Fred  figured  Alan  would  soon  be 
gone,  saying:  "Why  would  they 
keep  him?  Alan  hasn't  done  an  hon- 
est day's  work  in  his  whole  life." 

Not  only  did  the  parent  company 
keep  Alan,  but  it  promoted  him 
when  they  merged  the  two  financial 
divisions — dismissing  120  workers 
in  the  process.  Fred  suddenly  found 
Alan  parked  only  three  doors  up  the 
hall.  I  inquired,  "What  are  you  go- 
ing to  do?"  Fred's  immediate  an- 
swer: "Find  another  job  soon — real 
soon."  Telling  off  his  old  boss  had 
come  back  to  haunt  him. 

An  isolated  instance?  An  outspo- 
ken man  who  has  merely  shot  off 
his  mouth  once  too  often?  Hardly, 
and  it  isn't  the  only  way  being  ex- 
cessively outspoken  can  hurt  peo- 
ple. Chastising  co-workers  in  a  rude 
way  can  be  costly,  too. 

This  is  increasingly  common  and 
usually  unfolds  as  it  did  with  Ken. 
There  was  one  colleague  of  his,  a 
fellow  named  Marty,  whom  he 
couldn't  stomach.  "When  Marty 
talks,  it's  like  nails  on  a  blackboard 
to  me,"  Ken  said,  hunching  his 
shoulders.  "He's  a  pompous  jerk." 
What  began  as  a  secret  distaste  soon 
became  evident  to  all,  since  interde- 


partmental meetings  often  deterio- 
rated into  squabbles  between  the 
two.  Listening  to  a  recording  of  one 
session,  which  Ken  was  kind 
enough  to  tape  for  me,  I  couldn't 
help  noticing  that  each  was  jump- 
ing into  the  other's  sentences  before 
the  thought  had  even  been  ex- 
pressed. That  only  made  them  re- 
sent each  other  more,  since  it  was 
undermining  the  effectiveness  of 
both  in  an  important  public  arena. 

In  this  instance,  Marty  made  the 
first  move,  for  reasons  having  noth- 
ing to  do  with  his  conflict  with  Ken. 
"I  got  an  offer  I  just  couldn't  re- 
fuse," Marty  explained,  beaming, 
"and  I'll  be  leaving  next  week." 
Once  he  was  at  the  new  firm,  some- 
thing happened  that  my  data  indi- 
cate is  taking  place  with  growing 
frequency:  Marty's  boss  told  him 
they  were  thinking  of  making  Ken  a 
job  offer,  too,  and  asked  what  he 
thought.  His  reply  was,  "You've  got 
to  be  kidding.  The  guy  can't  get 
along  with  anyone.  I'll  bet  he  fights 
with  himself  in  the  mirror  each 
morning  when  he  goes  to  shave." 

Ken  didn't  get  the  offer.  His  un- 
civil behavior  toward  Marty  had 
come  back  to  haunt  him,  just  as 
Fred's  rudeness  to  Alan  had. 

Far  from  being  an  isolated  in- 
stance, more  such  cases  are  occur- 
ring each  year.  It  has  become  com- 
mon for  managers  to  ask  the  people 
they  have  hired  from  a  competitor 
to  act  as  an  information  source 
about  others  at  the  old  firm.  What 
these  managers  are  looking  for  is,  in 
their  own  words,  a  "second  opin- 
ion." Rightly  or  wrongly,  they  feel 
that  someone  who  has  worked  with 
a  prospective  employee  knows  him 
or  her  better  than  someone  who 
merely  interviews  the  person,  even 
for  a  few  hours,  possibly  can. 

The  upshot  is  an  interesting  and 
important  one:  For  the  past  two  de- 
cades it  has  been  commonplace  to 
hear  workers  let  it  all  hang  out  with 
ex-bosses,  ex-co-workers  and  other, 
competing  companies.  The  encour- 
agement to  "speak  your  mind"  was 
part  of  the  mentality  of  the  time, 
but  it  probably  does  more  harm 
than  good  now. 

Don't  get  ulcers  being  nice  to  peo- 
ple you  can't  stand.  But  when 
speaking  out,  keep  in  mind  that, 
with  the  tremendous  number  of  fir- 
ings of  middle  and  top  managers  'n 
recent  years,  you  are  more  likely  to 
encounter  elsewhere  the  very  peo- 
ple you  disliked  most  at  your  old 
firm.  It  is  indeed  a  smaller  world.  ■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an 
unspoiled  state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the 
mountains  of  Colorado's  glorious 
Sangre  de  Cristo  range — the  heart 
of  the  Rockies.  Where  deer,  elk, 
eagles,  wild  turkey  and  other  birds 
and  animals  still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and 
family  fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches  Inc.,  put 
this  project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  250 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own 
substantial  heritage  in  America 
the  beautiful. 

For  complete  information, 
without  obligation,  call  303/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303,  Ft.  Garland, 
C081133. 


n  the  Property  Report  required  by  Federal  law  and  raad  i!  before  signing  anything  No  Federal  agency  has 
d  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing  Opportunity.  A  statement  and  offering 
nent  has  been  filed  with  the  Secretary  of  State  ol  the  State  of  New  York  The  filing  does  not  constitute  approval 
sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  m  any  way  passed 
the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available  upon  request,  from  Sanqre  de  Cristo 
leslnc  NYA86-153 


Commodities 


MONEY  &  INVESTMENTS 


The  soybean  complex  futures  market  al- 
lows speculators  to  participate  exactly  as 
if  they  were  in  the  bean-crushing  business. 

A  TRIPLE 
THREAT  TRADE 


By  Stanley  W.  Angrist 


On  several  occasions,  I  have  dis- 
cussed the  crush  and  reverse-crush 
spreads  in  the  soybean  complex. 
The  crush  spread  involves  buying 
soybeans  while  shorting  the  prod- 
ucts— meal  and  oil — to  profit  from  a 
narrowing  of  the  gross  processing 
margin.  In  the  reverse-crush  spread, 
one  does  just  the  opposite.  But  to 
make  a  judgment  on  whether  the 
GPM  is  relatively  large  or  small,  it 
is  necessary  first  to  calculate  it. 

This  usually  is  done  by  expressing 
the  price  of  the  products  in  cents  per 
bushel  (cpb  in  the  tabulation  below!. 
In  order  to  do  this,  we  multiply  by 
1 1  the  price  of  soybean  oil  in  cents 
per  pound.  Then  the  price  of  soy- 
bean meal  in  dollars  per  ton  is  mul- 
tiplied by  2.4.  The  GPM  or  crush 
margin  is  computed  by  adding  the 
price  of  the  products  and  subtract- 
ing from  it  the  price  of  beans.  Con- 
sider [uly  beans  selling  for  489.75 
cents,  July  meal  at  S138.80  per  ton 
and  July  oil  going  for  1 6. 1 5  cents  per 
pound.  The  crush  margin  then  is: 
Oil:    16.15  cents  x  1 1  =  177.65  cpb 
Meal:  $138.80  x  2.4  =  333.12  cpb 
Total  tor  products      =  510.7"*  cpb 
Less  July  beans  at      =  489.75  cpb 
Crush  margin  =    21.02  cpb 


Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  obserivr  of 
the  commodity  markets. 


This  is  a  relatively  low  margin 
and  suggests  that  the  appropriate 
trade  would  be  a  reverse  crush — 
that  is,  buy  the  products  and  sell  the 
beans  short.  In  doing  so  we  hope 
that  the  processing  margin  will  wid- 
en. The  exchange  minimum  margin 
on  such  a  trade  is  only  $750. 

Options  now  are  available  on  all 
three  of  the  commodities  involved, 
so  it  is  possible  to  carry  out  the 
same  trade  by  buying  the  necessary 
calls  and  puts.  Recently,  when  the 
prices  were  as  shown  above,  a  July 
140  meal  call  could  have  been 
bought  for  S215,  a  July  16  oil  call 
could  have  been  bought  for  S384, 
and  a  July  500  bean  put  would  have 
cost  $737.50,  a  total  cost  for  the 
reverse-crush  spread  of  S  1,386.50. 

Notice  that  I  selected  option 
strike  prices  in  two  of  three  cases 
that  were  in  the  money.  For  that 
reason,  it  is  highly  unlikely  that  all 
three  of  these  options  would  expire 
worthless.  If  the  product  prices  fall 
and  their  calls  become  worthless, 
then  the  price  of  beans  will  probably 
also  be  falling,  causing  the  value  of 
the  bean  put  to  rise.  Likewise,  if 
bean  prices  rise  sharply,  causing  the 
bean  put  to  go  worthless,  then  the 
price  of  bean  products  will  also,  no 
doubt,  be  rising.  That  will  cause 
their  calls  to  rise  smartly.  Does  that 
mean  one  is  assured  of  a  profit  in 
using  options  to  set  up  a  reverse- 
crush  spread:  Of  course  not,  but  it 
does  fix  your  risk  in  the  trade. 

A  reverse-crush  trade  looks  inter- 
esting at  this  time  because  of  the 
relatively  low  gross  processing  mar- 
gin. However,  I  would  eschew  the 
option  market  and  go  the  route  of 
the  fuly  futures  contracts.  Try  to 
buy  the  luly  meal  and  oil,  and  sell 
luly  beans,  with  the  products  carry- 


ing less  than  a  25-cent  margin  over 
the  beans.  You  should  look  for  the 
spread  to  widen  about  12  cents  from 
your  entry  point. 

Why  skip  the  options  this  time 
and  go  for  the  futures?  There  are 
three  reasons.  First,  the  cost  of  the 
options  exceeds  the  exchange  mini- 
mum margin  by  a  factor  of  two. 
Second,  the  market  has  to  move 
enough  to  recover  the  cost  of  the 
options  before  a  profit  can  be  real- 
ized. This  move,  moreover,  must  be 
made  before  the  wasting  asset  na- 
ture of  the  options  erodes  their  val- 
ue, making  a  profit  almost  impossi- 
ble to  achieve.  And  last,  because 
trading  in  soybean  product  options 
has  just  recently  commenced,  li- 
quidity in  those  two  markets  is  lim- 
ited. So  stick  with  the  futures  con- 
tracts this  time. 

Anyone  who  trades  anything  to- 
day— futures,  options,  securities  or 
mutual  funds — seems  to  become 
quickly  awash  in  paper.  You  might 
think  you  know  what  you  own.  But 
when  you  go  to  write  it  down,  you 
have  to  hunt  for  confirmations  here, 
monthly  or  quarterly  reports  there 
and  annual  statements  God  knows 
where.  Is  there  a  better  way? 

I  think  there  is,  if  you  own  a  ver- 
sion of  the  IBM  PC  or  one  of  its 
compatibles.  Market  Maker  Soft- 
ware (415-943-1945)  of  San  Francis- 
co has  developed  a  menu-driven 
computer  program  that  it  calls  AVA 
for  Asset  Valuation  &.  Analysis. 
This  program  lets  you  track  all  of 
your  investments  or  speculations. 
You  may  assign  14  types  of  security 
classifications,  such  as  common 
stocks,  corporate  bonds,  futures 
contracts  or  options  on  stocks  or 
futures.  You  can  keep  separate  port- 
folios for  any  arbitrary  group  of  in- 
vestments you  want. 

It  will  also  handle  futures  and  op- 
tions on  futures  easily — it  merely 
requires  that  you  enter  a  multiplier 
for  each  contract.  The  program  will 
also  track  dividend  income  and 
bond  interest  while  preparing  com- 
plete income  statements.  It  pre- 
pares reports  suitable  for  filing  with 
your  income  tax  return  for  securi- 
ties, futures  or  options.  Another  ad- 
vantage of  this  type  of  program  is 
that  it  can  log  on  to  any  one  of  five 
databases  to  price  your  portfolio 
automatically.  Any  investor  who 
wants  a  convenient  way  to  organize 
and  track  his  investments  and  spec- 
ulations should  gladly  invest  the 
S295  that  AVA  costs.  ■ 
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Flashbacks 


he  more  things  change.  . . ." 
Items  from  past  issues  of  Forbes 


xty  years  ago  in  Forbes 

im  the  issue  of  May  I,  1927) 


:e  tag  in  1927 


the  stock  market  be  functioning 
i  correct  forecaster  of  economic 
ispects,  we  are  approaching  a  peri- 
of  still  greater  prosperity.  Yet  in 
:  highest  financial  and  business  cir- 
s  I  find  marked  hesitation  in  ven- 
>ig  forecasts  of  what  the  second 
i  of  the  year  is  likely  to  bring.  A 
itinuance  of  nresent-scale  activity 
reasonably  assured  in  the  second 
irter."  — B.C.  Forbes 

fho  can  say  in  these  modern  days 
it  'there  is  nothing  new  under  tbe 
i'?  Our  Secretary  of  Commerce 
ephones  in  his  office  in  Washing- 
i  and,  lo,  he  can  be  seen  as  well  as 
ird  at  the  other  end  of  the  line,  in 
w  York.  A  few  moments  later 
m  a  New  Jersey  radio  station  there 
wafted  into  the  Bell  telephone  lab- 
tones  in  New  York  both  picture 
i  speech.  .  .  .  Trans-Atlantic  tele- 
Dny  was  recently  achieved,  not  by 


Edited  by  Dero  A.  Saunders 

the  British-owned  telephone  compa- 
ny, but  by  America's  privately  owned 
organization.  So  is  this  latest  miracle, 
television,  the  handiwork  of  these 
same  private  interests.  ..." 


Fifty  years  ago 

(From  the  issue  of  May  1.  1937) 

"It  is  not  astonishing  that  Albert  H. 
Wiggin  should  offer  $2  million  from 
his  own  pocket  in  settlement  of 
stockholders'  suits  for  restoration  of 
enormous  losses  suffered  by  the 
Chase  National  Bank  of  New  York 
and  affiliates  under  his  management. 
No  disclosures  by  Washington  prob- 
ers or  others  made  a  worse  impres- 
sion than  those  uncovering  Wiggin's 
actions  or  did  more  to  bring  the  fi- 
nancial community  into  public  disfa- 
vor, not  to  say  contempt.  Particularly 
obnoxious  to  Wall  Street  was  Wig- 
gin's  manipulative  money-making  in 
his  own  bank  stock.  .  .  ." 

"In  June  more  than  2,000  students  of 
a  Chicago,  111.  high  school  will  com- 
plete the  first  compulsory  course  ever 
given  in  driving  instruction.  Automo- 
bile manufacturers,  because  of  their 
vital  stake  in  highway  safety,  are  fol- 
lowing the  experiment  with  deep  in- 
terest. The  course  includes  both  the- 
ory and  practice.  Twelve  weeks  of 
rlassroom  instruction  are  followed  by 
six  weeks  of  driving  practice  on  a 
specially  constructed  1,000-foot  out- 
door driving  course." 


Twenty-five  years  ago 

(From  the  issue  of  May  1,  1962) 

"  'Why  has  the  market  price  of  our 
stock  gone  down?'  one  stockholder 
asked  Chairman  Morehead  Patterson 
of  American  Machine  &  Foundry  at  the 
annual  meetinglast  month.  With  AMF 


common  at  32  (vs.  a  high  of  63s/g  last 
year),  such  a  question  was  bound  to  be 
asked.  But  Chairman  Patterson's  an- 
swer was  remarkably  blunt.  He  placed 
much  of  the  blame  on  mutual  funds. 
Patterson  said  that  1.6  million  shares 
had  been  sold  by  large  institutional 
investors  since  last  spring.  Nearly  two- 
thirds  of  this,  said  AMF,  was  sold  by 
funds  alone.  .  .  .  'Mutual  funds  are  like 
sheep,'  said  he.  'When  one  sells,  the 
others  sell.'  " 

"After  a  five-year  fever  that  reached  a 
crisis  last  year,  the  U.S.  domestic  air- 
lines seem  to  be  recovering  from  their 
attack  of  jet  sickness.  The  recovery 
could  well  date  from  the  current  spurt 
in  passenger  traffic,  which  the  industry 
expects  to  yield  a  6%  to  11%  revenue 
growth  for  U.S.  trunk  lines  this  year." 


Ten  years  ago 

(From  the  issue  of  May  1,  1977) 

"Despite  the  mythological  impor- 
tance of  the  apple  in  American  cul- 
ture, the  banana  has  gained  the  upper 
hand  in  U.S.  fruit  consumption  pat- 
terns. According  to  Castle  &.  Cooke — 
the  largest  supplier  of  bananas  to  the 
U.S. — 98%  of  American  families  buy 
bananas,  with  each  man,  woman  and 
child  eating  an  average  of  19  pounds 
per  year.  When  C&C  bought  into 
Standard  Fruit  in  1964,  bananas  had 
just  replaced  oranges  as  America's 
number  two  fruit.  The  next  year  ba- 
nanas toppled  apples,  and  have  re- 
mained in  first  place  ever  since." 

"Penn  Central  Transportation  Co. 
was  stripped  of  most  of  its  railroad 
properties  by  the  government-spon- 
sored Consolidated  Rail  Corp.  in 
April  1976.  However,  there  are  still 
valuable  real  estate  and  operating  sub- 
sidiaries, as  well  as  a  cool  half  billion 
in  cash  held  by  various  segments  of 
the  bankrupt  company." 

"Electric  utilities  now  have  no  choice 
but  to  go  to  coal:  No  oil-  or  gas-fired 
steam  generating  plants  will  be 
brought  on  line  in  this  country  after 
1982 — which,  given  the  lead  time 
needed  to  build  a  big  plant  these  days, 
means  that  the  last  oil-  or  gas-fired 
plant  will  soon  be  under  construction. 
And  President  Carter  is  so  serious 
about  coal  that  he  wants  to  mandate 
its  use  in  all  new  and  existing  utilities 
and  major  fuel-burning  installations." 


ver  boating  came  of  age  in  the  late  1920s  with  craft  like  this  A.C.J',  cruiser 


ilBES,  APRIL  27,  1987 


341 


Philosophy  is  language  idling. 
Ludwig  Wittgenstein 


Where  all  are  talkers, 
and  where  none  can  teach. 
George  Crabbe 


The  prime  purpose  of  eloquence 
is  to  keep  other  people 
from  speaking. 
Louis  Vermeil 


It  is  all  right  to  hold  a 
conversation  but  you  should 
let  go  of  it  now  and  then. 
Richard  Armour 


The  older  I  grow  the  more 
I  listen  to  people  who 
don't  say  much. 
Germain  Glidden 


Language  makes  culture,  and  we 
make  a  rotten  culture  when  we 
abuse  words. 
Cynthia  Ozick 


Every  absurdity  has  a  champion 
to  defend  it,  for  error 
is  always  talkative. 
Oliver  Goldsmith 


Only  where  there  is  language 
is  there  world. 
Adrienne  Rich 


Brisk  talkers  are  usually 
slow  thinkers. 
Jonathan  Swift 


When  we  know  what  words  are 
worth,  the  amazing  thing  is  that 
we  try  to  say  anything  at  all,  and 
that  we  manage  to  do  so. 
E.M.  Cioran 


In  their  words  one  hears  the 
tinkling  of  their  brains. 
Joseph  Joubert 


Thoughts 

on  the  Business  of  Life 


The  art  of  conversation  is  the  most 
important  and  most  neglected  of  all 
arts  It  is  also  allied  with  the  art 
of  written  expression.  And  these  tiro 
arts — speaking  and  writing—form  a 
very  large  part  of  the  whole  of  human 
activities,  business  as  well  as  social 
A  person  will  sit  and  chew  the 
end  of  a  pen  for  Jive  minutes, 
thinking  how  to  write  a  simple 
sentence:  yet  the  same  person  will 
rattle  off  a  dozen  verbal 
sentences  in  thirty  seconds 
B.C.  Forbes 


It  is  better  not  to  express  what 
one  means  than  to  express 
what  one  does  not  mean. 
Karl  Kraus 


Language  is  the  dress  of  thought. 
Samuel  Johnson 


The  notion  that  thought  can  be 
perfectly  or  even  adequately 
expressed  in  verbal  symbols 
is  idiotic. 

Alfred  North  Whitehead 


Speech  is  a  faculty  given 
to  man  to  conceal 
his  thoughts. 
Charles  de  Talleyrand 


The  thoughtless  are 
rarely  wordless. 
Howard  W.  Newton 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  (S18.50  per  vol- 
ume if  purchased  separatelyl.  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
NY.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Drawing  on  my  fine  command  of 
language,  I  said  nothing. 
Robert  Benchley 


Language — a  form  of 
organized  stutter. 
Marshall  McLuhan 


These  people  talk  simply  because 
they  think  sound  is  more 
manageable  than  silence. 
Margaret  Halsey 


In  my  experience,  the  worst 
thing  you  can  do  to  an 
important  problem  is  discuss  it. 
Simon  Gray 


A  Text . . . 

Let  your  speech  be  always 
with  grace,  seasoned  with 
salt,  that  ye  may  know  how 
to  answer  every  man. 
Coi.ossians  4:6 


Sent  in  by  Robert  SulLvn,  Boston,  Mass. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


I  take  the  view,  and  always  have 
done,  that  if  you  cannot  say  what 
you  have  to  say  in  twenty  minutes, 
you  should  go  away  and  write 
a  book  about  it. 
Lord  Brabazon 


Never  speak  to  a  fasting  man. 
John  Clarke 


Write  with  the  learned, 
pronounce  with  the  vulgar. 
Benjamin  Franklin 


If  you  think  before  you  speak, 
the  other  fellow  gets  in 
his  joke  first. 
Ed  Howe 
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■Sam  Vail, 

Account  Executive,  Unisys. 


"NASDAQ  was  an  idea 
whose  time  had  come." 


An  electronic  stock  market.  An  international 
network  of  computers  through  which 

shares  are  traded  with 
incredible  speed. 
The  market  is  NASDAQ, 
and  the  network  was  built  with  Unisys  equipment. 

The  National  Association  of  Securities  Dealers 
Automatic  Quotation  system  was  founded  in  1971. 

Now,  in  1987,  an 
average  of  155  million 
shares  a  day  are 

traded  on  a  network  of  running 

3,000  terminals  over  a  nOttStOp 

through  three 
major 
upgrades." 


"We  kept 
the  network 


6  million  square  mile 
trading  floor.  Uptime  for 
the  central  Unisys 
computer  is  99.92% 

"You  can't  leave  that  kind  of  network  growth  to 
chance.  Build  too  fast  and  you  waste  money.  Too 
W     slowly  and  you  compromise  service,"  says  Sam 
V       Vail.  His  Unisys  team  is  responsible  for  helping 

NASDAQ  plan  and  manage  the 

W  "I  help  keep        network  growth.  "We've 

i  NASDAQ  running,  been  through  three 

"fhat  makeS        generations  of  equipment 

me  part  of  it n  w^out  once  st°ppm§  f°r 

i 


software  conversions," 
Sam  proudly  points  out.  "Unisys  systems  grow 
right  alongside  the  customer.  I  guess  that's  what 
the  power  of  2  means." 

UMSYS 

The  power  of 2 


THE  LUXURY  CAR  AS  ONLY  Blffl 
COULD  ENVISION  IT. 


When  most  automakers  speak 
of  vision,  it's  usually  to  discuss  the  rake 
of  a  windshield. 

When  BMW  employs  the  term, 
it's  to  expound  a  philosophy 

One  of  unremitting  zeal  for  perfor- 
mance, for  which  there  is  no  greater 
thesis  than  the  new  BMW735L 

A  car  which  emerged  after  seven 
years,  three  million  test  miles  and 
over  400  prototypes  as  not  just  a  new 
luxury  car  But  a  new  conception  of 
the  luxury  car 

LUXURY  RETHOUGHT  FROM 
MACROCOSM  TO  MICROCOSM. 

That  the  BMW735i  heralds  a  new 
vision  of  the  luxury  car  is  proclaimed 
in  every  feature,  from  its  largest  com- 
ponent to  its  minutest  detail. 


From  a  torque-rich  new  20i 
horsepower  engine  whose  catalytic 
verter  paradoxically  enhances  bott 
economy  and  performance;"  to  ele 
tronic  variable  assist  powersteenn^ 
provides  something  rare  in  ultra-lu: 
cars:  a  feel  of  the  road. 

From  a  veritable  brain  trust  c 
technology  that  optimizes  driver;  ei 
and  brake  performance  (the  chec 
control  alone  monitors  26  functior 
a  single  readout),  to  9-mph  bump 
a  time  when  the  industry  standarc 
dropped  to  2.5  mph. 

From  computer-perfected  fa 
and  rear  crush  zones,  to  a  seat  bel 
that  adjusts  itself  auto- 
matically to  the 
size  of  the 


iSfiog.  ZZ  tS^nwy Sje-efloency  fi$nes  are  to  com 


From  an  elegantly  sensuous  inte- 
yvathed  in  supple,  hand-crafted 
%  to  a  buffer  between  suspension 
;hassis  that  banishes  road  noise 
an  already  serene  interior 
From  air-conditioning  considered 
world's  "strongest  and  mostauto- 
d"  (Auto  Motor  und  Sport),  to  an 
onic  automatic  transmission  that 
ou  choose  sport,  economy  or 
jal  shifting  modes. 
And,  finally  from  a  wider;  longer; 
;  more  feline  and  aerodynamic 
to  seats  that  "remember"  posi- 
for  three  different  drivers,  includ- 
jtside  mirror  settings. 
A  3.800-POUND  WATCH. 
To  manufacture  such  a  total  re- 
of  the  luxury  car  mandates  a 


rethink  of  the  whole  assembly  process. 

Engine  tolerances  one-fifth  the 
thickness  of  a  human  hair 

A  rigorous  37-step  rust-proofing 
and  painting  regimen. 

inquisition-like  inspections,  de- 
manding not  a  hundred  or  even  a 
thousand  steps,  but  a  torturous  7000- 
step  process. 

With  a  daily  average  of  one  qual- 
ity control  inspector  for  every  car  off 
the  assembly  line. 

The  result  is  the  new  BMW735i. 
A  luxury  sedan  more  akin  to  a  3,800- 
Ib.  Swiss  watch  than  an  automobile. 

A  creation  which  could  only  be 
the  handiwork  of  visionaries. 

A  group  of  whom  invite  you  to 
relish  in  their  vision.  Which  can  be  ac- 
complished by  a  test  drive  of  the 
^  newBMW735iatyourau- 
fhorized  BMW  dealer 

THE  ULTIMATE  DRIVING  MACHINE. 
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Bull  market  pathology 

Yes,  the  market  is  gyrating  and  inter- 
est rates  have  risen.  But  no,  Forbes  is 
not  proclaiming  the  death  of  equi- 
ties. We  are  not  trying  to  call  a  spe- 
cific bull  market  top — our  scorn  for 
the  mumbo  jumbo  of  market  timers 
was  amply  expressed  in  William 
Baldwin's  Oct.  22,  1984  article,  "The 
impossible  dream."  So  why  is  our 
cover  story  this  issue  about  identify- 
ing market  peaks?  For  the  simple 
reason  that  it  takes  neither  genius     Gretchen  Morgenson 

nor  magic  systems  to  recognize  that   

the  stock  market — after  trebling  in  just  five  years — exhib 
many  characteristics  associated  in  the  past  with  tired  b 
markets.  Under  the  circumstances,  building  a  comfortable  c« 
balance  would  seem  common  sense,  regardless  of  what  l 
market  does  over  the  near  term.  "A  checklist  for  stock  marl 
prognosticators"  begins  on  page  110. 

Gretchen  Morgenson,  who  wrote  the  article,  says:  "Whs 
found  most  astonishing  about  my  chats  with  economists  a 
market  strategists  is  how  short  memories  are  on  Wall  Street 
is  incomprehensible  to  me  that  so  few  realize  how  frightenin, 
familiar  are  the  bull  market  rationalizations  being  trotted  < 
today."  In  the  article,  Morgenson  analyzes  many  of  these  rat 
nalizations  and  warns  that  it  isn't  necessary  for  all  the  indi 
tors  to  be  flashing  red  for  a  bull  market  to  end:  "There 
always  some  bear  market  indicators — like  a  buying  frenzy, 
the  individual  getting  into  stocks — that  fail  to  materialize.  1 
ends  of  bull  markets  are  always  surprising,  and  this  one,  whei 
comes,  will  surprise,  too." 

Morgenson  brings  to  the  subject  a  more  than  journalis 
acquaintance  with  stock  markets.  She  spent  three  years  a 
Dean  Witter  broker  after  graduating  from  St.  Olaf  College 
1976.  What  did  those  years  on  the  firing  line  teach  her?  "I  sc 
learned  that  the  price  of  survival  in  investing  was  learning 
discount  Wall  Street's  congenital  optimism.  Having  b< 
bagged  by  scores  of  'sure  thing'  investments  and  breathl 
market  predictions  that  created  commissions  but  hurt  inv 
tors,  you  could  say  I'm  one  mighty  skeptical  girl." 


Preventive  productivity 

"In  this  country  serious  ill- 
ness is  less  often  the  conse- 
quence of  germs  or  bad  genes 
than  of  bad  habits,  like  smok- 
ing, poor  diet  and  lack  of  ex- 
ercise," says  Kip  Cleland,  di- 
rector of  Forbes  Inc.'s  new  fit- 
ness center.  Since  sound 
bodies  help  maintain  strong 
minds,  Forbes  employs  Kip  to 
persuade  employees  to  keep 
fit  in  the  company's  3,500- 
square-foot   center.    Kip  is 


Kip  Cleland  on  the  job 


clearly  persuasive:  Nearly  40%  of  the  employees  make  at  le 
twice-weekly  visits.  Employees  are  encouraged  to  use  the  fac 
ty  on  company  time;  it's  one  of  the  best  ways  we  know 
improve  productivity. 


Editor 
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OU EXPECT  MORE  COMFORT 

FROM  PAH  AM. 


AMD  YOU  SHOULD. 


Comfort. 

Remember  it?  It's  a  word  almost 
forgotten  in  the  airline  business  today 
But  not  at  Pan  Am.  You're 
going  to  hear  more  and  more 
about  comfort  this  year  from  us. 
More  comfort  in  First  Class. 
More  comfort  in  Clipper®  Class. 
Vlore  comfort  in  Economy. 

You'll  be  in  total  comfort  in  our  new 
ieperette®  Seats  in  First  Class. 
You'll  be  able  to  relax,  stretch  out,  and 


work  if  you  want  in  our 
wider,  more  handsome  Clipper 
seats  (with  six,  not  eight,  seats  across). 
You'll  be  treated  to  new  carpeting, 
brighter  decor,  better  lighting,  new 
electronic  head  sets  and  more  elaborate 
and  innovative  menus. 

There's  more.  We're  also  introducing 
an  all  new  reservation  system  which  ( 
means  faster  ticketing  and  shorter 
lines  at  the  airport. 

And  as  always  you  get  that 
internationally  famous  Pan  Am 
service  everywhere  you  fly. 

So  if  you  appreciate  comfort,  come 
fly  with  us.  And  get  more. 


'XPECT MORE  FROM  PAN  AM  k 
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Stodgy 
no  more 

Dec.  3,  1984 


allowed  to  go  the  public  route.  While 
he  is  waiting,  Attwood  is  picking  new 
targets. -With  assets  of  $20  billion  un- 
der management,  the  doubling  he 
wanted  in  1991  is  behind  him.  So  now 
he  is  shooting  for  $40  billion  by  1991. 


Two  and  a  half  years  ago  Forbes 
described  Mutual  Life  Insurance 
Co.  of  New  York  (MONY)  as  being 
"as  big  as  it  is  stodgy."  While  compet- 
itors had  charged  into  group  insur- 
ance and  high-yield  policies,  MONY 
had  stuck  doggedly  with  conventional 
whole  life.  But  Chief  Executive  James 
Attwood  told  Forbes  he  planned  to 
shake  up  the  144-year-old  company 
and  add  a  whole  sheaf  of  noninsur- 
ance  financial  services.  His  other 
goals  were  to  double  assets,  to  $20 
billion,  by  1991  and  to  change  the 
company  from  a  mutual  (owned  by 
policyholders)  to  a  public,  sharehold- 
er-owned, insurance  company. 

Since  then  Attwood  has  done  al- 
most everything  he  promised — and 
then  some.  Besides  $5.2  billion  in  mu- 
tual funds,  mortgages,  pension  funds 
and  other  assets  that  Mutual  now 
manages  for  outsiders,  it  has  $14.2 
billion  in  assets  of  its  own,  a  five-year 
jump  on  Attwood's  1991  goal. 

When  Attwood  started  reorganiz- 
ing, the  insurance  giant  had  7  subsid- 
iaries. Today  it  has  33 — most  of  them 
outgrowths  of  services  it  once  did 
only  for  itself.  MONY  Realty  Part- 
ners, for  example,  grew  out  of  an  in- 
ternal real  estate  management  group. 

In  the  last  two  years  the  company 
has  also  invested  $120  million  in 
eight  acquisitions.  Attwood  picked  up 
a  discount  stock  brokerage  firm,  for 
example,  last  July,  and  in  December  a 
financial  planning  service  that  sup- 
plies stock  analyses.  "There  was  a 
certain  synergy  for  tying  these  ser- 
vices into  our  4,000  insurance  repre- 
sentatives around  the  nation," 
Attwood  says. 

One  goal  still  beyond  the  chair- 
man's reach  is  switching  from  a  mu- 
tual to  a  public  company.  For  that  he 
needs  help.  Attwood  says  he  and  other 
New  York  mutual  life  insurance  com- 
panies are  lobbying  for  a  state  law  to 
let  them  do  this,  noting  that  mutual 
savings  and  loans  and  mutual  proper- 
ty and  casualty  insurers  have  been 


Man  on  the 

bull's-eye 

Apr.  7,  1986 


We  are  the  target,"  Fred  Stratton 
Jr.,  the  48-year-old  president  of 
Wisconsin's  Briggs  &.  Stratton  Corp., 
told  Forbes  a  year  ago.  Since  1981 
foreign  competitors,  principally  Japa- 
nese, had  zeroed  in  on  Stratton 's  dom- 
inance in  small  engines,  the  power 
plants  for  lawn  mowers,  snow  blow- 
ers, garden  tractors  and  such. 

Today  Stratton  is  still  the  man  on 
the  spot.  Sales  have  increased,  from 
$718  million  in  1985  to  $746  million 
last  year,  but  profits  have  stalled  at 
around  $34  million  for  three  years. 
Stratton  says  he  is  holding  his  U.S. 
market  share,  and  the  weakened  dol- 
lar should  help  him  abroad,  particu- 
larly in  Europe.  But  the  cost  savings 
he  had  hoped  for  still  elude  him.  Some 
of  the  automation  gear  he  needs  was 
late,  but  the  real  problem,  he  says,  has 
been  management.  "With  so  many 
changes  in  our  systems,"  he  says, 
"people  have  had  trouble  adjusting." 

Many  of  those  changes  are  Japa- 
nese-inspired— automation,  just-in- 
time  inventory,  etc.  Stratton  has  now 
taken  the  logical  next  step  and  joined 
forces.  B&S  has  a  50-50  joint  venture 
with  Japan's  Daihatsu  and  will  start 
making  a  new  line  of  engines  in  a  new 
Osaka  plant  this  summer.  Another 
Japanese  firm,  Komatsu  Zenoah,  will 
supply  2-cycle  lawn  and  garden  en- 
gines. "We've  learned  all  we  can  by 
reading  and  visiting  plants,"  Stratton 
says.  "Now  we  will  be  learning  Japa- 
nese methods  firsthand." 

Until  he  gets  more  cost  reductions, 
Stratton  concedes  earnings  will  not 
improve,  even  though  sales  increase. 
But,  as  he  told  his  shareholders  at 
their  last  annual  meeting,  "We  have 
gained  confidence  that  we  are  doing 
the  right  things." 


The  battle 
of  the 
exchanges 

Apr.  21,  1986 


The  stampeding  bull  market  1 
spelled  nothing  but  boom  for  rx 
ers,  as  annual  volume  has  surged 
all  the  major  exchanges.  But  und 
neath  the  blizzard  of  buy  and  sell  ti< 
ets,  the  balance  of  power  among  l 
exchanges  was  shifting,  Forbes 
ported  last  year.  Nasdaq,  by  picki 
up  new  stock  listings  by  the  hi 
dreds,  was  taking  market  share  a 
prestige  from  the  New  York  Stc 
Exchange  and  its  across-the-chun 
yard  neighbor,  the  American  Stc 
Exchange. 

Since  then  the  o-t-c  market  1 
maintained  its  momentum,  but  i 
exchanges  are  recovering  groui 
Nasdaq's  list,  now  4,417  compani 
is  1,064  companies  longer  than 
1 98 1 ;  its  share  of  listings  is  up  to  65 
from  58%.  But  in  the  last  year  the 
Board  list  increased  by  35  compani 
to  1,575,  close  to  its  1978  high 
1,581.  The  big  improvement  was 
capturing  new  stock  issues.  The 
change  snagged  70,  compared  with 
and  13  in  the  two  previous  years.  1 
issues,  which  included  Coca-Cola  1 
terprises,  Newmont  Gold  Co.  3 
UNUM  Corp.,  added  up  to  83%  of  t 
new  issues  that  met  the  Big  Boar 
requirements  in  1986.  The  Americ 
Exchange  captured  53  offerings. 

The  exchanges  are  clearly  impn 
ing  their  marketing  efforts.  Their 
advantage  is  that  issues  taken  to  1 
exchanges  do  not  have  to  meet  I 
skein  of  regulatory  procedures  i 
posed  by  states  on  over-the-coun 
issues.  As  Forbes  reported  last  ye 
however,  the  real  fight  promises  to 
in  the  international  arena.  Nasc 
continues  to  put  terminals  abroad 
mcrease  its  exposure,  particularly 
the  United  Kingdom. 

Here  the  exchanges'  prestige  can 
brought  to  bear.  Last  month,  for 
stance,  Tandem  Computers,  a  Nasc 
volume  leader,  moved  to  the  1 
Board.  The  reason:  "We  have  m< 
customers  abroad  now,  and  many  h 
asked  us  why  we're  not  on  the  < 
change,"  says  Bobbi  Blake,  Tander 
manager  of  investor  relations.  "1 
exchange  has  a  higher  profile  throuj 
out  the  world." 
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is  ten  to  this  idea. 


Shoot. 

It's  for  a  fax  machine  like  no 
other  fax  machine  ever  made. 

With  more  memory"? 

600  pages.  With  that  much 
memory,  you  could  send  a  30  page 
document  to  35  branch  offices 
with  the  touch  of  a  button.  And 
you  can  assign  private  mailboxes, 
foryour-eyes-only  mail. 

Fine  idea. 

That's  just  for  starts.  We  can  tie  it 
into  the  PC  to  exchange  information 
between  the  fax  and  PC  networks. 
And!  We  can  simplify  the  operation 
so  you  pencil  in  a  few  marks  on  a 
card,  use  that  as  the  first  page,  and 
fax  anything  out  to  99  preset 
phone  numbers.  And! 

Another  and? 

And,  we'll  diagnose  problems  over 
the  phone,  long  distance,  and  fix 
them,  electronically.  You  may  never 
need  a  service  visit.  Good? 

Astounding.  We  better  tell  our  management 
to  sit  down  before  we  lay  this  on  them. 


Pitney  Bowes 
facsimile  systems 
For  details  call 
1-800-MR  BOWES,  ext.  363. 


A  climate  that  grows  ideas 

DP  Pitney  Bowes 
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Automobiles 


Here  comes 
four-wheel  steering 

It  will  be  the  1988  model  year's  big 
new  option — and  Japanese  carmak- 
ers will  have  it  first.  In  four-wheel 
steering,  turning  the  front  wheels  ac- 
tivates a  mechanical  or  electronic 
linkage  that  lets  the  rear  wheels  turn 
in  unison.  This  helps  cornering  and 
stability  at  high  speeds,  and  at  low 
speeds  it  makes  it  easier  to  park. 
Honda  is  expected  to  introduce  the 
technology  this  summer.  Mazda  will 
have  it  on  one  or  more  car  models  by 
autumn.  Nissan  is  already  selling 
four-wheel  steering  on  cars  in  Japan 
and  is  expected  to  have  it  in  the  U.S. 
next  year.  Detroit's  big  three  are  all 
working  on  four-wheel  steering,  but 
availability  on  any  actual  models  is 
still  far  down  the  road.  Closest  to 
market  seems  to  be  General  Motors, 
which  has  a  handful  of  experimental 
vehicles.  Chrysler  and  Ford  are  even 
further  behind.  Sound  familiar? 


Investing 


Selloff  in  the  heartland 

One  man's  calamity  is  another's 
opportunity,  and  the  latest  proof 
is  down  on  the  farm.  Foreclosures  on 
farm  loans  have  left  the  federal  gov- 
ernment, insurance  companies  and 
commercial  banks  holding  more  than 


Bargain  days  for  bargain  hunters. 


9  million  acres,  mostly  in  the  Mid- 
west. This  has  hurt  farmers,  commer- 
cial lenders  and,  especially,  the  Farm 
Credit  System,  now  stuck  with  2  mil- 
lion acres  worth  $1  billion.  To  help 
rebuild  the  hard-hit  lending  agency, 
some  FCS  district  offices  are  offering 
land  at  interest  rates  as  low  as  5%. 
With  land  prices  down  as  much  as 
65%  since  their  peak  in  1981,  to  an 
average  of  $500  per  acre,  buyers  are 
multiplying.  Nearly  70%  of  them  are 
farmers  living  within  10  miles  of  the 
foreclosed  properties.  So  far,  the  other 
30%  have  been  individual  investors, 
but  syndicators  are  now  getting  in  on 
the  action,  among  them  three  small 
limited  partnerships  underwritten  by 
B.C.  Christopher  Securities  in  Kansas 
City,  Mo.  Scott  Davenport  Farms 
1987,  for  example,  is  buying  land  in 
Iowa  and  Missouri  and  projecting  a 
10%  return.  The  group  has  already 
sold  350  units  at  $1,000  each. 


International 


No  home  away  from  home 

If  U.S.  vacationers  are  jarred  by 
what  the  falling  dollar  has  done  to 
overseas  prices,  think  of  the  Ameri- 
cans who  must  work  abroad — and  the 
companies  that  pay  their  salaries. 
Calvin  Reynolds,  vice  president  of  Or- 
ganization Resources  Counselors,  a 
New  York  City  consultant  to  such 
employers,  cites  some  examples. 
Since  February  1985,  despite  compa- 
rable or  even  lower  inflation,  France 


has  seen  dollar-denominated  ex 
penses  rise  75%;  Japan,  61%;  Bel 
gium,  69%;  West  Germany,  68% 
Britain,  52%.  Two  years  ago  livin, 
costs  in  Japan  were  already  60%  high 
er  than  in  the  U.S.  By  March  of  thi 
year  the  differential  was  more  thai 
150%.  Right  now,  according  to  Reyn 
olds,  the  typical  American  in  fapai 
earning  a  base  salary  of  $60,000  mus 
be  paid  an  extra  $40,000  a  year  fo 
living  expenses  just  to  stay  even  wit] 
stateside  spending  power. 


Health 


Heat  for  cancer 

An  ancient  remedy — heat — may  b 
added  to  such  treatments  as  sui 
gery,  chemotherapy  and  radiation  fc 
the  estimated  930,000  patients  wb 
develop  malignant  tumors  each  yeai 
Hyperthermia  has  been  around  fc 
thousands  of  years,  but  only  recentl 
have  scientists  begun  to  test  the  ide 
that  heat  can  kill  cancer  cells.  Th 
theory  is  that  heat  kills  tumors  be 
cause  the  growths,  with  no  blood  sup 
ply,  cannot  disperse  high  tempera 
tures.  Treatment  methods  include  ra 
dio-frequency  waves  (microwaves 
and  ultrasound.  BSD  Medical  Corp.  ii 
Salt  Lake  City,  for  example,  has  mor 
than  70  microwave  machines  in  us 
at  such  hospitals  as  Duke  Universit 
Medical  Center  in  Durham,  N.C 
Johns  Hopkins  in  Baltimore  and  Her 
ry  Ford  Hospital  in  Detroit.  Othe 
U.S.  firms  making  hyperthermia  de 
vices  include  Clini-Therm  Corp.  ii 
Dallas  and  Medical  Electronics  Corf 
of  America  in  Boulder.  Early  result 
show  promise  for  tumors  close  to  th 
surface  of  the  skin — particularly  ii 
the  head  and  neck — says  Thoma 
Strike,  who  has  monitored  hyperthei 
mia  testing  programs  for  the  Nationa 
Cancer  Institute.  Deeper  tumors 
harder  to  heat,  are  more  of  a  problen 
he  says.  It  will  take  up  to  four  year 
before  clinical  trials  are  complete.  Ja 
pan,  however,  has  already  approve 
hyperthermia  for  use  there,  and  Tc 
shiba  is  distributing  Medical  Elec 
tronics'  machines  in  that  country. 


Finance 


Cash  and  carry 

W  n  the  fourth  quarter  last  year,  U.S 
K  manufacturers  needed  an  averag 
of  44.4  days  to  collect  their  bills 
which  meant  almost  $265  billion  ii 
assets  tied  up  in  financing  receiv 
ables,  a  figure  that  concerns  Georg< 
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Ve  got  an  idea  that 

parcel  shippers  will  love. 

Let's  hear  it. 

Suppose  we  could  combine  the  power 
of  a  PC  with  an  electronic  parcel  scale. 
Punch  one  or  two  keys— it  weighs 
the  parcel  and  instantly  pops  a  menu 
of  carrier  choices  onto  the  screen. 
Picking  the  most  economical  carrier 
would  be  a  snap. 

Wait  a  second.  We  add  a  printer  and  it  could 
print  labels  and  manifests  for  any  carrier  selected- 
the  U.S.  Postal  Service,  UPS-even  the  overnighters. 

Keep  talking,  I'm  sketching. 

Punch  a  few  more  buttons  and  it  could  even 
generate  customized  management  reports- 
shipping  costs  by  carrier,  back-order  tracking,  cost 
allocation  by  department-you  name  it. 

What  do  you  think? 

I  think  it's  sensational.  Here,  look  at  this.  Keyboard 
monitor,  scale  platform,  printer. .a  carrier 
management  system  that  saves  time  and 
money  and  eliminates  errors. 

Perfect.  Let's  show  it  to  management. 
They've  gotta 
love  it. 


Pitney  Bowes  A2000 
Carrier  Management  System 
For  details  call 
800-MR  BOWES,  ext.  381. 
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Christie,  executive  vice  president  of 
the  Credit  Research  Foundation  in 
Lake  Success,  N.Y.  His  group  tracks 
these  "day  sales  outstanding"  for  362 
manufacturers  in  more  than  two  doz- 
en industries.  While  the  number  of 
days  has  remained  fairly  steady  in  re- 
cent years— 43.9  in  1978,  44.2  in 
1980,  46.6  in  1982  and  44  in  1984— 
the  manufacturers'  financing  of  re- 
ceivables has  grown  dramatically  as 
the  sales  represented  by  each  day  have 
ballooned  in  the  last  20  years.  With- 
out this,  interest  rates  would  probably 
be  much  higher  than  they  are,  he  says. 
In  1965,  when  day  sales  outstanding 
were  39,  manufacturers  carried  only 
$52  billion  in  receivables.  By  1978  it 
was  $176  billion,  and  it  has  since  ris- 
en 50%,  to  today's  $264  billion. 


Trade 


Made  in  the  Caribbean 

Aside  from  the  invasion  of  Grena- 
da, Ronald  Reagan's  most  signif- 
icant gesture  in  the  Caribbean  was 
his  offer  to  allow  goods  made  in  the 
region  to  be  imported  into  the  U.S. 
duty-free.  In  fact,  his  "Caribbean  Ba- 
sin initiative"  has  been  a  boon  for  at 
least  some  countries  in  the  area. 
Take  the  Dominican  Republic.  In 
the  four  years  since  the  program  be- 
gan, the  nation  has  added  at  least 
35,000  new  jobs.  In  the  last  several 
months  alone,  such  U.S.  companies 
as  Hanes,  American  Airlines  and 
Baxter  Travenol  have  opened  or 
planned  to  open  new  facilities  there. 
"In  the  next  four  years  we  plan  to 
add  another  200,000  jobs,"  says  Do- 
minican Vice  President  Carlos  Mo- 
rales Troncoso.  Along  with  U.S.  and 
Dominican  tax  and  tariff  breaks,  that 
country  can  claim  a  stable  govern- 
ment, good  roads,  communications, 
airports  and  cheap  labor.  Thus  Wes- 
tinghouse  opened  four  plants  last 
October  and  employs  225  Domini- 
cans at  70  cents  per  hour.  By  making 
labor-intensive  items  like  circuit 
boards  and  truck  refrigeration  parts 
in  the  Dominican  Republic  and  ship- 
ping them  to  Puerto  Rico  for  comple- 
tion, Westinghouse  gets  "blended" 
rates  of  only  $2.20  per  hour. 


Kuril*  McDonnell 


Marketing 


The  "permanent"  radiator 

The  "lifetime"  guarantee  is  as 
much  a  part  of  the  great  American 
sell  as  the  "permanent"  wave.  The 
latest  to  offer  one  (albeit  with  a  catch) 


is  a  maker  of  automobile  antifreeze. 
Prestone,  a  division  of  First  Brands 
Corp. — the  Union  Carbide  consumer 
products  division  that  was  sold  last 
year — will  try  radiator  guarantees  for 
its  product.  For  a  $12  investment  in 
two  gallons  of  a  new  Prestone  Ad- 
vanced Formula  Antifreeze,  and  a  bot- 
tle of  Superflush,  plus  the  usual  proof 
of  purchase,  Prestone  will  give  a 
year's  guarantee  of  up  to  $100  to  re- 
pair any  radiator  problems,  no  matter 
the  age  or  make  of  the  car.  The  guar- 
antee can  be  renewed  every  year  with 
additional  purchases.  Says  brand 
manager  Cort  Kirkley:  "We're  just 
that  confident." 


Insurance 


The  senior  health  bill 

A minuscule  200,000  of  the  nation's 
30  million  elderly  have  private 
health  insurance  coverage  of  extended 
nursing  home  or  home  care  costs. 
That  should  spell  boom  for  the  insur- 
ance industry,  says  the  Brookings  In- 
stitution. Premiums  for  such  policies, 
it  says,  could  reach  as  much  as  $20 
billion  a  year  in  1987  dollars  by  2018, 
when  the  elderly  will  number  about 
50  million.  All  the  insurers  have  to  do 
is  persuade  them  to  spend  5%  of  their 
income  for  long-term  care  coverage. 

But  even  if  that  happens,  the  federal 
government's  health  care  costs  will 
not  decline  by  much.  Medicaid,  the 
health  insurance  program  for  the  indi- 
gent, now  spends  $14.6  billion  a  year 
on  elderly  people  in  nursing  homes. 
That  expense  will  rise  to  $46  billion 
by  2018,  says  Joshua  Wiener,  the 
Brookings  senior  research  fellow  who 
did  the  study.  (Contrary  to  popular 
notions,  Medicare  covers  only  2%  of 
long-term  nursing  home  care  for  the 
nation's  elderly;  Medicaid  kicks  in 
when  a  patient's  resources  have  been 
virtually  exhausted.)  Even  if  45%  of 
the  elderly  population  had  private 
coverage  of  about  $40  a  day  by  2018, 
that  would  reduce  the  expected  Med- 
icaid bill  for  nursing  home  care  by 


only  2%  to  5%,  Wiener  says,  becau 
the  low-  and  middle-income  elder 
who  need  coverage  will  not  have  it. 


Government 


The  distaff  lobby 

Once  a  man's  world  redolent 
money  and  fine  cigars,  the  bus 
ness  of  Washington  lobbyist  is  no 
attracting  women  in  record  numbei 
In  the  process,  their  associatio 
Women  in  Government  Relation 
with  more  than  800  members,  h 
grown  to  become  the  largest  organiz 
tion  of  its  kind  in  the  capital.  Abo 
two-thirds  of  its  members  work  f 
corporations,  earning  an  average 
$53,000  a  year,  or  for  trade  associ 
tions,  where  the  average  runs  aboi 
$44,000.  The  rest  work  for  Congres 
government  agencies,  law  and  const 
tant  firms  or  for  nonprofit  groups.  ' 
you  want  a  job  like  this,"  says  Car 
lyn  Watts,  lobbyist  for  the  Nation 
Rural  Electric  Cooperative  Associ 
tion,  "go  to  work  on  Capitol  Hi 
About  half  of  us  came  from  there 
The  typical  woman  lobbyist,  accor 
ing  to  a  survey  of  350  of  them  1 
Public  Response  Associates  in  Was 
ington,  is  35  and  a  college  gradua 
from  the  East  or  Midwest.  More  th; 
half  are  married;  38%  have  childrer 


Energy 


What  price  pure  diesel? 

Now  that  lead  is  out  of  most  gas 
line,  the  Environmental  Prote 
tion  Agency  wants  to  clean  up  dies 
fuel  and  has  proposed  limits  on  sulf 
and  other  impurities  to  take  effect 
1991.  The  EPA  predicts  that  its  pr 
posals  will  mean  no  substantial  ne 
investment,  but  the  refiners  thir 
otherwise.  After  surveying  its  mer 
bers,  the  National  Petroleum  Refine 
Association  says  refiners  would  ha1 
to  spend  almost  $6.7  billion  in  tl 
next  five  years  to  meet  the  1991  lir 
its.  The  Washington,  D.C.  trade  groi 
adds  that  only  7.7%  of  the  1  millic 
barrels  per  day  of  diesel  consumed  la 
year  would  meet  the  proposed  sta: 
dards,  and  that  even  if  all  availab 
purification  facilities  were  used  to  tl 
full,  only  a  third  of  the  nation's  dies 
fuel  needs  could  be  met.  Worse, 
concludes,  two-thirds  of  the  co 
would  be  borne  by  one-third  of  tl 
industry,  and  the  average  cost  of  ma: 
ufacturing  diesel  fuel  would  rise  mo 
than  15  cents  per  gallon. 
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an  idea. 


For  what? 

The  greatest  executive  tool  ever- 
the  ultimate  desk  communications 
system.  While  you're  out,  it  takes 
messages.  You  call  in,  it  tells  you 
what  thev  are,  then  you  can  dictate- 
a  response,  reports,  reminders. 

What  about  when  you're  at  your  desk? 

It  keeps  a  directory  of  100  numbers 
and  dials  any  one  automatically. 
It  screens  calls.  It  records  at  the 
sound  of  your  voice.  And  even 
separates  your  letters,  notes  and 
priority  work.  Plus  you  can  send 
visual  messages  via  the  display 
to  your  secretary  and  staff. 

Amazing.  Is  that  all? 

Not  even  half.  Hook  it  up  to  a  PC 
anywhere  in  the  office  for  a 
dozen  more  amazing  feats,  like 
scheduling,  or  receiving  and 
printing  electronic  mail. 

Any  executive  I  know  will  flip  over  this. 

Including  our  man- 
agement. 


Connexions'" 
voice  processing  system 
by  Dictaphone 
A  Pitney  Bowes  Company 
For  details  call 
1-800-MR.  BOWES,  ext.  364. 


Hp  Pitney  Bowes 


A  climate  that  grows  ideas 


Readers  Say 


For  Latest  Quotes 
or  More  Information 
CALL  TOLL-FREE 


(800)  223-1080 

Outside  New  York  State 

(212)  559-6041 

In  New  York  State 

CITIBANK 

PRECIOUS  METALS  CENTER 

399  Park  Avenue 
New  York,  New  York  10043 


Alaskan  oil 

Sir:  Re  your  Mar.  9  article  "All  cari- 
bou are -not  the  same,"  concerning 
Alaskan  oil  drilling.  It  will  be  easy  to 
test  the  sincerity  of  environmental- 
ists who  are  out  to  save  the  caribou  in 
Alaska  again.  Oil  production  should 
be  reduced  [by]  the  actual  amount  of 
oil  that  liberals  are  willing  to  give  up. 
If  they  promise  not  to  ride  in  cars, 
buses,  trains  and  planes,  if  they  prom- 
ise not  to  heat  their  homes  with  oil  or 
gas,  if  they  refuse  to  buy  any  product 
that  has  been  hauled  by  a  truck,  then 
Uncle  Sam  should  hold  back  that 
much  oil  production. 
— Walt  Buescher 
Pigeon  Forge,  Term. 


Pigeon  patch 

Sir:  Re  the  Other  Comments  (Mar.  23) 
remark  that  a  geologist  is  called 
"waiter"  in  Houston.  Here  in  Oklaho- 
ma even  a  pigeon  can  do  things  that  a 
geologist  is  unable  to  do,  like  make  a 
deposit  on  a  new  car. 
— D.L.  Cone 
Bartlesville,  Okla. 


Where's  Nader-San? 

Sir:  The  article  "Rebel  with  a  cause" 
(Mar.  23)  indicated  that  the  Japanese 
consumer  pays  500%  more  for  rice 
than  U.S.  consumers.  While  living  in 
Tokyo  (February  1986  to  June  1986), 
we  found  the  price  differential  to  be 
slightly  in  excess  of  700%,  a  sad  com- 
mentary on  the  complacency  of  the 
Japanese  consumer  and  the  political 
clout  wielded  by  the  Japanese  rice 
farmers.  They  are  well-off  when  com- 
pared with  the  rest  of  Japanese  soci- 
ety. I  did  not  see  any  rice  farmers 
without  a  beautiful  modern  Japanese 
home  and  two  or  more  automobiles. 


noreponers 


Ralph  Nader:  Needed  in  Japan? 


The  Japanese  consumer  not  on 
pays  too  much  for  rice  but  for  ju 
about  every  other  product  from  sus! 
to  television  sets. 

The  problem  lies  with  the  antiqua 
ed  distribution  system. 
— Douglas  L.  Nicholson 
Baton  Rouge,  La. 


Wexner  fan  club 

Sir:  Re  your  cover  story  "Is  Lesl 
Wexner  riding  for  a  fall?"  (Apr.  ( 
Wexner  is  a  man  to  be  admired  ai 
emulated,  not  a  target  for  idle  specul 
tion  about  what  could  go  wrong  wn 
his  very  successful  company. 
— -Joan  L.  Turner 
Youngstoun,  Ohio 

Sir:  I  am  a  stockholder  and  a  form 
ten-year  board  member  and  executi1 
of  The  Limited.  Leslie  Wexner  h 
worked  hard  every  day  for  the  past  \ 
years  to  learn  what  consumers  wai 
and  to  satisfy  that  need.  He  also  h 
thousands  of  outstanding  manag 
ment,  executive  and  staff  workii 
hard  with  him. 
— Roger  A.  Vaugfxin 
Dub/in,  Ohio 

Sir:  The  "big  picture"  is  grand-sea 
merchandising  translated  into  imm 
diate  action  and  customer  satisfa 
tion.  If  more  American  compani 
pursued  such  a  philosophy,  Americj 
business  would  not  be  looking  to  ot 
er  countries  as  the  standard  of  glob 
market  surpremacy. 
— Carrie  A.  Grusdis 
Store  Control  Analyst, 
Lerner 

New  York,  N  Y. 


Wrong  word 

Sir:  Re  the  recent  exposure  given 
people  with  disabilities  in  "In  ti 
blink  of  an  eye"  (Mar.  23)  Your  mag 
zine  should  strike  "crippled"  from  i 
journalistic  vocabulary.  People  wr. 
are  "disabled"  by  their  disability  a 
only  crippled  by  myths  and  attitud 
nal  barriers  in  society  that  have  pr 
vented  them  from  reaching  their  fu 
potential. 
— Marian  Fuller 
Public  Affairs  Manager, 
Illinois  Departmetzt  of 

Refxibilitation  Senices 
Springfield,  III. 
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;osts  less 

Iir:  Your  article  on  real  estate  funds 
Mar.  9)  made  two  mistakes  about  the 
:ost  structure  of  Vanguard  Real  Estate 
:und.  Front-end  costs  are  estimated 
o  be  7%  to  9%  of  the  amount  invest- 
d  as  stated  in  the  text,  not  10%  as 
hown  in  the  table.  Second,  annual 
;und  expenses  are  estimated  at  1.3%, 
lot  1.6%. 

-Jeremy  G.  Duffield 
enior  Vice  President, 
Tie  Vanguard  Group 
alley  Forge,  Pa. 


apped  out  boom? 

ir:  Re  "Major  problem  with  the 
unerican  economy:  hypochondria" 
qact  and  Comment  II,  Mar.  9).  Forbes 
:.  reminds  me  of  the  woman  who,  in 
tie  middle  of  a  water  shortage,  said 
bat  she  did  not  know  what  all  the 
jss  was  about,  for  she  was  getting 
rater  when  she  turned  on  her  tap. 
iter  World  War  II  one  was  told  not  to 
pend  more  than  25%  of  one's  income 
n  shelter.  Today,  half  of  America  is 
pending  over  40%.  Interest  on  the 
ational  debt  is  now  the  third-largest 
:em  in  the  federal  budget.  This  eco- 
omic  recovery  has  been  financed  by 
monstrous  level  of  debt. 
-Karl  F.  Tarbox 
7iscasset,  Me. 


Icottish  toasts 

ir:  Re  your  wee  piece  on  Robbie 
urns  (Fact  and  Comment,  Feb.  9).  I  was 
ivited  to  a  Robbie's  birthday  party  in 
an  Diego.  As  I  sipped  from  a  tiny 
lass  of  wine,  a  little  old  gal  sitting 
ext  to  me  said,  "Young  man,  you 
rould  be  well  advised  to  take  it  easy, 
hat  glass  has  to  last  for  seven 
jasts." 

-Bruce  V.  Reagan  Jr. 
z  Jolla,  Calif. 


□dependent 

ir:  General  Mills  is  incorrectly  iden- 
f  ied  (Mar.  9,  p.  180)  as  owner  of  Izod 
nd  Ship  'n  Shore.  Both  businesses  are 
art  of  Crystal  Brands,  an  indepen- 
ent  company  created  in  a  spinoff 
om  General  Mills  in  1985. 
-R.  Craig  Shulstad 
irector  of  Media  and 
Financial  Relations, 
eneral  Mills,  Inc. 
'inneapolis,  Minn. 


WE  FLY  MORE  NON-STOPS 
FR0ME0R0PE 
TO  SOUTH  AFRICA 
THAN  ALL  OTHER 
AIRLINES  flMBINED! 


You've  a  choice  of  airlines  to  Europe.  And  a  choice 
of  gateways  to  South  Africa  -  London,  Amsterdam, 
Lisbon,  Frankfurt,  Paris,  Rome,  Zurich,  Brussels, 
Madrid.  But  from  there  on  SAA  is  the  one.  With 
incomparable  service,  Prestige  Club  frequent  flyer 
benefits  and  more  non-stop  flights  than  all  other 
carriers  combined*.  So  see  your  travel  agent  or  call 
from  anywhere  in  North  America  and  discover  why 
SAA  is  the  best  way  to  South  Africa. 

One  call  does  it  all...1-800-SAA-9675 

SOUTH  AFRICAN  AIRWAYS 

'Based  on  schedules  published  in  International  OAG  March  1987 
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TOSHIBA. 
TIFULLY  INTELLIGENT. 


"When  some  people  look  at  me  they  don't  get  past  my 
looks.  But  I've  learned  that  what  you  see  on  the  surface, 
isn't  as  important  as  what's  beneath  it. 

I'm  a  college  student,  a  business  woman  and  smart 
enough  to  know  good  looks  can  only  get  you  so  far. 

That's  why  I  own  a  Toshiba  laptop  computer.  It  has  the 
beauty,  but  it  also  has  the  brains.  Because  behind  that 
sleek,  perfectly  proportioned  chassis  is  a  ton  of  technology. 

The  Toshiba  is  the  most  powerful  laptop  you  can  buy. 
With  a  standard  640KB  memory  that's  expandable  to  2.6MB. 
And  a  spectacular,  high-resolution  gas-plasma  display 


that  lets  you  work  for  hours  without  getting  squint  lines.  It 
is  an  incredible  example  of  Toshiba's  technologies  in 
miniaturization. 

No  wonder  Toshiba  electronics  get  rave  reviews  by  every- 
one who  sees  them. 

I  guess  it's  the  kind  of  technical  innovation  that's  made 
Toshiba  one  of  the  largest  electric  and  electronics  manu- 
facturers in  the  world.  And  has  given  Toshiba  a  reputation  foi 
performing  beautifully. 

I'm  interested  in  my  future.  And  that's  why  I  wouldn't 
have  anything  but  a  Toshiba  sitting  next  to  me." 


In  Touch  with  Tomorrow 

TOSHIBA 


For  further  information  write  Toshiba  America.  Inc..  9740  Irvine  Boulevard.  Irvine,  CA  92718.  or  call  1-800-457-7777. 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


CHINA  U.S.  FRIENDSHIP  DOESN'T  DEPEND  ON  OUR  BEING  NICE 


Some  Americans  who  should  know  better  think,  talk 
and  would  like  us  to  act  as  if  China's  friendship  with  the 
U.S.  depends  on  constant  Give  by  us — trade  concessions, 
supplying  loans,  and  gifts  in  quantity  of  our  best  military 
stuff.  They  argue  that  U.S.  business  in  China  should  be 
happy  to  extend  credit  and  agree  to  profitless  terms  just  for 
the  privilege  of  being  in  China. 

Such  overdone,  one-sided  "niceness"  on  our  part  would 
be  costly  foolishness.  It  would  have  little  or  no  bearing  on 
the  degree  or  depth  of  our  relationship. 

Our  "China  card"  is  in  play  only  because  it  is  very  much 
in  China's  interest  at  this  time  to  have  it  so.  They  need  us 
and  our  stuff  to  strengthen  their  hand  vis  a  vis  Russia,  with 
whom  they  have  nothing  in  common  except  thousands 
and  thousands  of  miles  of  border  and  age-old  enmity.  Even 
the  communist  doctrines  they  follow  increasingly  differ 
from  the  Soviet's. 


They  need  our  economic  knowhow  to  break  free  from 
suffocating,  strangulating  Red  tape.  They  need  our  mili- 
tary hardware  to  protect  themselves  not  only  from 
historic  Russian  confrontations  but  also  from  progres- 
sively cocky  North  Korea  and  Cambodia-occupying, 
Moscow-oriented  Vietnam. 

U.S.  niceness  in  the  form  of  good  manners,  politeness, 
and  civility  is  completely  proper,  and  such  cordiality  is 
second  nature  to  Americans. 

But  that  has  nothing  to  do  with  giving  in  expansively 
and  extravagantly  to  one-sided  military  gifts  and  economic 
giveaways.  In  relation  to  the  power  balance  with  the 
U.S.S.R.,  furthering  the  relationships  between  us  is  simply 
in  the  best  interests  of  both  countries. 

In  the  current  give  and  take,  all  giving  by  us  and  all 
taking  by  China  would  strain  rather  than  strengthen  a 
relationship  important  to  us  both. 


DEAD  RIGHT  WAY  TO  RATE  HOSPITALS 


Would  you  believe  it's  only  now  that  those  who  rate 
America's  hospitals  have  started  cranking  into  their  rec- 
ords the  actual  number  of  patients  recovering  quickly,  the 
number  who  have  complications  and  the  number  who 
don't  get  out  alive? 

Heretofore,  hospitals  have  been  accredited  on  their  ca- 


pacity to  provide  high-quality  care.  Apparently  it  was 
considered  dirty  pool  to  find  out  if  they  actually  did 
provide  it. 

So  from  now  on,  if  you're  missliced  or  misspliced  or  end 
up  counted  among  the  dead,  you'll  be  part  of  a  count  that 
will  hold  perpetrators  to  account. 


YOU  THINK  YOU'VE  GOT  PROBLEMS 


How'd  you  like  a  few  of  Egyptian  President  Mubarak's? 

Oil  revenues  halved;  remittances  from  Egyptians  abroad 
plunging;  tourism  off  20% ;  payments  due  on  $38  billion  of 
foreign  debt. 

And  an  easily  riot-triggered,  poverty-ed  population  that 


costly  subsidies  for  food  and  rent. 

To  Egypt's  50  million  people  crowding  the  banks  of 
the  Nile,  an  additional  1  million  are  being  added  every 
nine  months. 

How  can  anyone  say  there's  nothing  to  be  said  for  efforts 


exploded  the  last  time  the  government  tried  to  reduce    at  voluntary  population  control? 
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MAYBE  SOMEBODY  AT  N  W  AYER  MAY  NOT  HAVE  BEEN 


all  he  should  have  been,  but  no  one  who  knows  anything 
about  advertising  doubts  that  this  agency's  advertising 
campaign  for  the  Army  was  brilliant. 

That  turn-on  slogan,  "Be  all  that  you  can  be,"  directed 
toward  the  eyes  and  ears  of  the  eligible  young,  has  played  a 
major  part  in  attracting  recruits. 

ONE  GOOD  THING  TO  BE 

In  addition  to  the  fact  that  most  people  find  the  alterna- 
tive unappealing,  there's  another  plus  that  goes  with  ag- 
ing: You  need  to  waste  considerably  less  time  in  bed.  At 
least,  that  is,  sleeping  while  in  bed. 

That  brilliantly  rational,  authoritative  New  York  Times 
health  columnist,  Jane  Brody,  put  the  facts  succinctly:  "A 
65-year-old  cannot  hope  to  sleep  'like  a  baby,'  nor  should 
he  want  to.  A  newborn  sleeps  16  to  18  hours,  hardly 
enough  time  for  an  adult  to  enjoy  life.  By  age  4,  the  average 
night  is  10  hours;  in  the  teens,  9  hours,  and  by  young 
adulthood,  7  to  8  hours.  But  for  the  elderly,  4V&  to  6V2  hours 
of  sleep  out  of  every  24  are  both  typical  and  normal.  Sleep 
becomes  lighter  and  more  fitful  with  age.  The  unbroken, 


It  is  a  mighty  shame  that  the  agency  responsible  for  it 
had  to  lose  a  client  for  whom  its  work  had  been  so 
productive.  "Be  all  that  you  can  be"  has  given  the  Army  an 
image  it  hasn't  enjoyed  too  often. 

Let  us  hope  those  involved  are  able  and  wise  enough  to 
bring  the  theme  with  the  account. 

SAID  FOR  GROWING  OLD 

sound  sleep  of  youth  is  only  a  memory.  This  is  neither 
good  nor  bad;  it  is  simply  normal." 

We  all  eventually  run  out  of  time,  but  what  a  bless- 
ing it  is  to  have  more  hours  in  the  day  during  the  days 
of  our  maximum  maturity.  More  time  for  the  books  we 
have  never  read,  more  time  for  the  VCR  tapes  of  the 
movies  we  always  meant  to  see,  more  time  for  the 
hobbies  we  always  wanted  to  take  up,  more  time  to  be 
of  use  again  to  our  children  by  babysitting  and  getting 
to  know  and  enjoy  their  children.  More  time  for  the 
rest  of  the  world. 

With  more  hours  in  the  day,  there's  more  time  to  be  and 
to  do,  to  be  alive  while  we  are. 


RESTAURANTS— GO,  ,  STOP 


•  Lc  Festival— 134  East  61st  St.  (Tel:  838-7987).  Jean 
Jacques  Rachou's  old  Cafe  Lavandou  faded  as  this  extraor- 
dinary, classic  restaurateur  took  over  La  Cote  Basque  and 
restored  it  to  multistardom.  His  old  Lavandou,  now  total- 
ly reborn  as  Le  Festival,  is  indeed  something  to  celebrate. 
All  seafood,  it's  the  closest  runnerup  Le  Bemardin  has  had 
since  it  set  the  pace  a  year  ago. 

•  Popover  Cafe — 551  Amsterdam  Ave.,  near  86th  St. 
(Tel:  595-8555).  You  can't  beat  this  place  for  a  lunch  that  is 
scrumptiously  different  and  just  right.  Nifty  new  sand- 
wich combinations,  great  omelettes,  salads  and  soups.  The 
warm  popovers  are  to  explode  over.  Major  drawback:  infi- 
nite beers  but  no  wines. 

Bar  Lui — 625  Broadway,  between  Bleecker  and  Hous- 
ton streets  (Tel:  473-8787).  If  you  want  to  check  out  where 
New  York's  lively  working  ones  go  to  check  up  on  each  other 
and  to  eat  in  merry  circumstances,  here's  where  to  do  it. 
Though  the  bar  is  perhaps  the  longest  in  the  loft-y  scene,  the 
decibels  are  not  deafening,  and  the  food  is  more  than  fodder. 
It's  less  strident  than  so  many  of  these  trendy  hives. 

•  Le  Steak— 1089  Second  Ave.,  between  57th  and  58th 
streets  (Tel:  421-9072).  We  can  pridefully  claim  to  have 
been  the  first  in  print  (in  1972)  to  "discover"  this  unique, 
first-rate  and  reasonably  (everything's  relative)  priced  res- 
taurant. Its  creator,  Monique  Pierredon,  now  has  a  second 
one  thriving  in  Washington  and  is  distributing,  as  well  as 
retailing,  her  superlative  vinegary  mustard  steak  sauce  and 
salad  dressing.  These  are  the  prime  ingredients  for  Le 
Steak's  ongoing  success.  The  other  key  ingredients  are 


steaks  that  are  tender,  all  lean,  and  French  fried  potatoes  so 
good  you  say  to  heck  with  weight  watching. 

Tommy  Tang's — 323  Greenwich  St.,  between 
Duane  and  Reade  streets  (Tel:  334-9190).  If  you  haven't 
tied  into  traditional  Thai  food,  you're  missing  a  most 
pleasant  experience.  In  this  untraditional  rendition,  you'll 
find  decor  and  menu  lively  and  different,  with  some  dishes 
more  successful  than  others.  For  when  you're  in  the  mood 
to  explore. 

•  Rakel—  231  Varick  St.  (Tel:  929-1630).  One  of  the 
finest  restaurant  happenings  in  Greenwich  Village  since 
Chanterelle.  In  a  handsome,  unobtrusively  striking  decor, 
an  uncluttered  variety  of  splendid  food  imaginatively  pre- 
pared and  served  at  un-ape  prices.  Rakel's  a  bright  green  Go. 

•  The  Algonquin— 59  West  44th  St.  (Tel:  840-6800). 
Reports  son  Kip:  "The  Algonquin  doesn't  mellow  with 
age — it  molds.  The  waiters  who  never  made  it  at  Waldorf 
banquets  are  here.  The  food  rivals  the  Breakers  of  Palm 
Beach  for  venerability  and  volume." 

•  Provence— 38  MacDougal  St.  (Tel:  475-7500).  Thel 
liveliest,  most  attractive  bargain  in  bistrodom.  It's  as! 
though  the  menu,  the  staff,  the  proprietors,  the  setting,  the 
atmosphere  and  the  flavor  were  transformed  by  a  magic 
wand  from  the  mountains  of  Provence  in  southern  France 
to  MacDougal  Street  and  Sixth  Avenue  in  Greenwich 
Village.  The  prices  are  unreal — lower  than  reasonable.  The 
esprit  de  corps  is  unmatched.  No  wonder  Provence  is  I 
loaded  with  Nice  People  not  out  to  prove  anything  except 
their  discernment  and  gratitude. 
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ONE  AD 


THE  NEW  PANDE  CAMERON 
BOOKLET  IT  WILL 
REORIENT  HOW  YOU  FEEL 
ABOUT  ORIENTAL  CARPETS 


but  fed  they  a 


(Vide  Camefor 
hade  our  ov 
certbooWetyo 


Are.*r<  dr-iign!  n 
subtle  new  palette) 

today'i  detof  atinq 
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We  will  even  help  for  the  new.  informa- 

you  to  dstingwih  be  live  Pande  Cameron 

fween  a  dyed -in  the  booklet  And  i«  Sow 

wool,  handmade  oriental  eaiy  it  it  to  develop  a 

and  a  machine -made  yen  for  our  onentali 


BUBBLES,  THE  OTHER  TURNS 

How  does  this  totally  unlikely  scene 
sell  a  luxuriously  attractive  oriental  car- 
pet? It  is  one  thing  to  have  one's  floor  so 
clean  "you  can  eat  off  it,"  but  who  would 
eat  off  the  carpet — a  lovely  white  one  at 
that,  and  Chinese  food  with  chopsticks 
yet?  What  wife  would  engage  in  such  ri- 
diculous despoiling? 

Contrast  that  silly  scene  with 
Muram's  subtle  pitch  on  behalf  of  anoth- 
er luxury — champagne. 

One  is  delightfully  witty,  the  other  a 
bit  nitwitty. 


OUT  FLAT 


"With  a  few  more 


skipper. 

"Why  notjettison  the 
three  cases  ofMumm 
champagne?  "suggested 
the  young  crewman. 

After  a  short  pause 
the  skipper  replied  sternly 
"Its  taking  part  mats 
important,  not  winning" 


HOW  TO  ANSWER 
A  FOUNDED  COMPLAINT 

Writes  reader  David  Kemp:  "Here's  a  refreshingly 
straightforward  response,  by  the  CEO,  no  less!" 


COMMA  //7  WA  YS 

— — tSSSI DUTCHESS  COUNTY  AIRPORT 


WAPPINGERS  FALLS.  NEW  YORK  12590  (914)462-6100 

Dear  Mr.  Kemp: 

Clearly  we  screwed  up.     Please  accept 
our  apologies.  Attached  is  a  check  for 
$168.00,  which  represents  a  full  refund. 

Sincerely , 

Kingsley  G.  Morse, 
President 


IN  THE  NEXT  LIFE  WOULDN'T  YOU 

rather  complain  about  dampness  than  heat? 


ONLY  THE  VERY  YOUNG  GET  MAD 

when  their  age  is  underestimated. 


BOOKS 


Truman  Capote — Dear  Heart,  Old 
Buddy — by  John  Malcolm  Brinnin 
(Delacorte  Press/Seymour  Lawrence, 
$16.95).  A  warm,  discerning  memoir 
by  a  very  close  and  literate  friend.  As 
Capote  went  from  the  languid  child- 
prodigy  writer  of  the  late  1940s  to 
later  years  as  bloated  mascot  of  the 
social  glitterati,  their  friendship  is  insightfully  unfolded 
/ia  letters,  phone  calls,  and  ever-wider-spaced  visitations. 
A  sad  tale  of  near-genius  indulgently  decaying. 

Excerpts:  Truman  began  to  assume  the  role  of  mascot  to 
pafe  society.  The  boy  of  shining  promise  had  been 
overtaken  by  the  boulevardier.  Still  at  a  point  in  my  life 
where  I  did  not  know  that  dear  friends  went  away,  I 
had  yet  to  learn  that  proximity  is  nine-tenths  of  friend- 
ship, absence  the  swamp  where  all  the  gratuitous 
bearers  of  resentment  blithely  cluster  and  breed.  .  .  .  But 
he  fame  of  In  Cold  Blood  would  not  for  long  obscure  the 
^act  that  it  was  no  lasting  contribution  to  literature — 
Neither  in  the  large  account  of  creative  imagination 
confirmed  by  succeeding  generations  of  readers  nor  even 
n  the  aspirations  expressed  by  Truman  himself.  Suppos- 
edly a  trailblazing  start  into  new  territory  that  was  his 
o  explore,  the  book  was  actually  both  the  high  point 
md  dead  end  of  his  career.  Thereafter,  collected  pieces 
)/  ephemera,  provided  with  titles  and  contained  be- 
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tween  covers,  would  do  no  more  than  mark  the  time 
until  he  was  ready  to  deliver  the  most  heralded  master- 
work  of  the  century,  Answered  Prayers. 


TREASURE 
WRECK 

>„■„.  THl 
-  CS&<  a  FORTUNES 
Vvjl  r  and  FATE 
-    -  .       of  the 

,     £     PIRATE  SHIP  - 

.  WHYDAH 


•  Treasure  Wreck:  The  Fortunes  and 
Fate  of  the  Pirate  Ship  Whydah — by 

Arthur  T.  Vanderbilt  II  (Houghton 
Mifflin  Co.,  $16.95).  Bloody  pirates, 
their  fate  and  that  of  their  loot  have 
been  gold  mines  in  the  lore  of  many 
lands.  Today,  too,  kids'  blood  is 
chilled  in  Disneylands,  while  the  real 
blood  of  boat  people  is  spilled  by  pirates  in  the  China  Sea. 
This  extraordinarily  documented  tale  of  the  sinking  of  the 
treasure-laden  pirate  ship  Whydah  two  and  a  half  centu- 
ries ago  off  Cape  Cod  and  the  current  recovery  of  $millions 
from  it  is  captivating  stuff. 

Excerpt:  To  a  Cape  Codder,  anything  washed  on  their 
shores  was  a  gift  from  the  sea.  Wrecking  was  their  busi- 
ness as  much  as  fishing  and  "whale  fishing."  In  fact,  in 
September  1854,  when  Ralph  Waldo  Emerson  visited  the 
Cape  and  stopped  at  Nauset  Light  on  the  bluffs  high 
above  the  outer  beach,  "Collins,  the  keeper,  told  us  he 
found  obstinate  resistance  on  Cape  Cod  to  the  project  of 
building  a  lighthouse  on  this  coast,  as  it  would  injure  the 
wrecking  business.  He  had  to  go  to  Boston  and  obtain  the 
strong  recommendation  of  the  Port  Society." 
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He's  an  engineer,  you  know,  the  practical  type. 
But  with  a  soft  spot  for  me. 

So  when  he  saw  the  Mariner,  he  smiled.  When  he  saw 
what  was  engraved  on  the  back,  he  blushed. 


I  like  you,  really  I  do,"  was  about 
Detic  as  he  ever  £>ot. 
Kt  least  in  terms  of  what  he  said  to 
He  was  of  the  school  that  believes 
Ins  speak  louder  than  words. 
Everytime  I  brought  up  the  sub- 
of  the  future  he'd  smile  and  say 

nstead,  he'd  reach  out  and  touch 
ace  or  just  look  deep  into  my  eyes 
those  incredible  eyes  of  his. 
)o,  after  a  year  of  seeing  him  just 
t  every  second  day,  I  thought  it 
time  to  celebrate  the  longevity  of 
omance. 

\nd  perhaps  try  and  prompt  him 
revealing  his  future  plans,  if  in 
le  had  any. 

t  was  at  one  of  the  most  celebrated 
ller's  stores  in  the  city  that  the 
behind  the  counter  su^ested  a 
ion  to  my  woes. 

f  you  £>ive  him  a  beautiful  time- 
i  he  will  immediately  understand 
you  are  every  bit  as  concerned 
t  tomorrow  as  you  are  about  to- 
the  salesman  said, 
hit  it  will  need  to  be  something 
special,"  I  replied,  "because  he's 
t^ineer  and  knows  a  lot  about  de- 
md  technology." 

Tie  salesman  went  straight  to  a 
ord  display  cabinet,  unlocked  it, 
withdrew  a  single  watch.  It  was 
i  the  Concord  Mariner  SG? 
"his  is  a  masterpiece  of  design, 
rti£,ht  to  five  atmospheres,  and  ex- 
dinarily  thin,  which  makes  it  by 
e  most  exquisite  choice  you  could 


make  for  an  engineer,"  he  continued. 

The  textured  face  featured  simple 
£,old  bars  to  indicate  the  hours.  The 
bezel  was  solid  .585  plumb  £>old  ac- 
cording to  the  hallmark. 

The  bracelet  was  so  beautifully  en- 
gineered that  you'd  swear  it  was  held 
together  by  ma£,ic. 

This  was  indeed  the  ^iit  for  a  man 
of  science  and  action. 

I  left  it  until  after  dinner,  walking 
home  through  the  cool  autumn  ni£,ht, 
before  I  confronted  my  engineer. 

"What  time  should  we  meet  tomor- 
row?" I  enquired  innocently. 

He  stopped  and  turned  to  face  me. 

Before  he  could  respond  I  reached 
into  my  handbag,  pulled  out  the  pack- 
age and  presented  it  to  him. 

He  opened  it  quietly  and  carefully. 

Lifting  the  hinged  lid  of  the  case, 
the  timepiece  was  revealed.  He  moved 
beneath  a  streetlight  to  inspect  my  £>,ift. 

And  that's  when  he  saw  the  mes- 
sage engraved  on  the  back. 

"You  are  very  beautiful.  And  this  is 
very  beautiful.  I  think  we  should  talk 
about  next  summer." 

And  that's  all  he  said  before  taking 
me  in  his  arms. 


1,1 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Oystrodisiac 

The  origin  of  the  idea  that  oysters 
are  an  aphrodisiac  is  a  bit  difficult  to 
pinpoint.  Oysters  are  a  good  source 
of  zinc.  Zinc  deficiencies  are  related 
to  impaired  sexual  growth.  But  how 
did  people  hundreds  of  years  ago 
know  that,  when  they  hadn't  even 
heard  of  zinc? 

— Marian  Burros,  New  York  Times 

Two  Faced  Visitor? 

An  American  visitor  to  a  Commu- 
nist country,  be  he  fat  or  thin,  conser- 
vatively contented  or  radically  unhap- 
py, is  looked  upon  by  the  regime  as  a 
potentially  tricky  mini-invasion  of 
unfriendly  forces  and,  by  those  dissat- 
isfied with  the  regime,  as  a  symbol  of 
freedom  and  opposition. 

— New  Yorker 

How  High? 

Feb.  1 7,  KCBS,  San  Francisco 
Jan  Black's  Journal  interviews  econo- 
mist Paul  Erdman. 

Jan  Black:  Now,  how  high  can  the 
stock  market  go? 

Paul  Erdman:  Higher.  It  can  go — I 
mean,  I  said  this  during  the  past  60 
days  often  enough — it  can  go  23,  24, 
25,  2600.  I  had  lunch  about  a  month 


ago  with  Malcolm  Forbes.  And  it  was 
Malcolm  and  Steve,  Forbes'  son,  and 
the  four  editors  who  said  it.  These  are 
hardly  wild-eyed  chaps,  to  put  it  mild- 
ly, and  we  spent  three  hours  discuss- 
ing, you  know,  all  kinds  of  things,  but 
trying  to  relate  it  to  the  stock  market. 
Steve  Forbes  said  then  that  the  mar- 
ket is  going  to  2600,  and  nobody  really 
disputed  him.  I  mean,  again,  no  one, 
no  one  disputed  him.  I  didn't  find  any 
logical  reasons  for  it,  except  these 
speculative  excesses. 

Black:  So  nobody  disputed  him;  no- 
body said,  "You're  crazy"? 

Erdman:  No.  Absolutely  nobody. 

Service  with  a  Sneer 

The  deterioration  of  [U.S.]  service  is 
apparent.  When  a  new  customer  tries 
to  open  an  account  at  the  Wells  Fargo 
Bank,  an  officer  haughtily  sniffs  that 
it  will  not  be  possible  until  his  signa- 
ture has  been  verified  and  his  banking 
history  thoroughly  checked.  Then  she 
simply  turns  away. 

At  what  used  to  be  called  a  service 
station,  the  attendant,  who  sits  behind 
bulletproof  glass,  can  do  nothing  to 
help  a  novice  learn  the  new  greasy, 
smelly  routine  of  pumping  his  own 
gas.  Memories  flood  back  of  the  typical 
Tokyo  station,  where  a  horde  of  neat, 


well-mannered  and  expert  attendants 
take  charge  of  the  car,  fill  it  up,  wash  il 
and  check  the  tires.  Then  they  dofl 
their  hats,  shout  their  thanks  and  stop 
traffic  so  the  customer  can  drive  away 
— Edwin  M.  Reingold,  Time 

Not  a  Killer 

No  one  ever  died  of  insomnia. 

— Dr.  Nathaniel  Kleitman, 
sleep  expert,  New  York  Times 


Let  us  then  bind  the  republic 
together  with  a  perfect 
system  of  roads  and  canals. 
Let  us  conquer  space.  .  .  . 

— John  C.  Calhoun,  1818 


Change  Priorities 

Should  Congress  cut  aid  to  the  pooi 
at  home  to  preserve  it  for  the  pooi 
abroad?  That  is  what  is  asked.  The 
right  answer  is  to  cut  neither.  The  aid 
program  should  be  reordered;  toe 
much  is  now  military,  too  much  goes 
to  the  Middle  East  at  the  expense  ol 
other  regions. 

— Washington  Post  editorial 

40  Mile  Graveyard 

Jutting  30  miles  into  the  ocean  from 
the  shores  of  "his  Majesty's  Province 
of  the  Massachusetts-Bay"  lay  the 
sandy  peninsula  of  Cape  Cod.  The 
outer  coast  of  the  Cape  was  guarded 
by  a  Maginot  line  of  shoals  stretching 
far  out  to  sea.  During  the  next  twe 
centuries,  more  than  3,000  vessels 
from  seaports  all  over  the  world  foun- 
dered on  the  shoals  and  sank.  Half  the 
wrecks  that  occurred  along  the  entire 
Atlantic  and  Gulf  coastlines  piled  up 
on  this  lonely  40  miles  of  outer  beach. 

— Treasure  Wreck, 
by  Arthur  T.  Vanderbilt  II 

Aussie  Lingo 

I  was  fascinated  by  the  language  the 
natives  spoke.  It  was  English,  all 
right,  but  a  strange  and  unique  ver- 
sion of  it.  Australians  don't  like  words 
with  more  than  two  syllables,  so  they 
simply  shorten  everything  longer  to  a 
convenient  size.  Thus,  Aborigines  be- 
come Abos,  motorcyclists  become  bi- 
kies,  garbage  collectors  are  Garbos 
(sorry,  Greta),  registration  is  rego,  and 
so  on.  It  becomes  confusing  only  if 
you  are  a  bikie  asking  an  Abo  garbo 
directions  to  the  rego  office. 

— Ciaran  O'Reilly, 
American  Motorcyclist 
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When  you  live  in  the  last  lane, 
it's  nice  to  be  quiet  about  it. 


Imagine,  if  you  will  indulge  us  for  a  few  moments, 
approaching  a  stop  light  in  an  Acura  Legend. 

Almost  silent,  most  certainly  serene,  you  glide  to  a 
lalt  next  to  one  of  those  European 
leeway  fliers  that  seem  to  consider 
jecibels  a  necessary  accompani- 
nent  to  horsepower. 

There  may  be  an  inquisitive       HHBS&i  * 
sidelong  glance  in  your  direction, 
)ut  no  more  than  that.The  Acura 
.egend  is  not  an  automobile  that    IWP&.v.  % 


highway.  You  bask  in  the  silence  of  precision-62  db 
at  55  mph.  You  enjoy  detail-perfect  ergonomics.  You 
luxuriate  in  the  kind  of  comfort  that  only  comes  with 
a  car  designed  around  the  driver. 

This,  as  Autoweek  says  of  the 
Legend,  "is  as  good  as  it  gets" 
(September  1,1986). 

This  is  the  one  truly  precision 
crafted  touring  sedan  that 
demonstrates  performance 
doesn't  have  to  be  noisy.  That 


garishly  promotes  its  performance.  The  optional  leather  interior,  a  haven  of  luxury  ma  qui*.  qUje{  doesn't  have  to  be  slow. 


It  possesses  a  quiet  elegance  which  only  hints  at 
he  potent  151  hp,  24-valve  fuel-injected V-6  power- 
)lant  that  whispers  beneath  the  hood. 

The  light  turns  to  the  magic  color.  And  with  a  0-50 
ime  of  6.1  seconds  you  treat  your  acquaintance  to  a 
:lose  look  at  the  Legend's  aerodynamic  rear  deck. 

Quietly  pleased,  you  continue  swiftly  down  the 


This  is  the  Acura  Legend. The  automobile  that 
breaks  the  sound  barrier. 

7esf  drive  the  Acura  Legend.  It's  available  exclusively 
atyour Acura  dealer.  Call 

/  800  TO  ACURA  for  J^fc  Jl^^tk 

the  location  of  the        precision  crafted  automobiles 

dealer  nearest  yOU.      A  division  of  American  Honda  Motor  Co.,  Inc. 


SI 986  American  Honda  Motor  Co..  Inc  Acura  and  Legend  are  trademarks  ol  Honda  Motor  Co..  Ltd 


INTRODUCING 
A  BUSINESS 
HOTEL  THAT 
FEELS  LIKE  A 
FRENCH  INN. 

If  you're  like  a  lot  of  business 
travelers,  the  more  you  travel  the 
tougher  it  is  to  distinguish  one  hotel 
from  another.  When  we  brought  our 
French  hotels  stateside,  we  focused 
on  the  demands  of  the  American 
business  traveler  without  losing  our 
tradition  of  French  hospitality.  From 
our  greeting  of  Bonjour  when  you 
arrive  to  the  French  bread  baguette 
we  send  you  off  with  when  you  leave, 
we'll  take  you  far  away  from  the 
feeling  of  other  business  hotels. 
Maybe  all  the  way  to  France. 

Houston 

At  intercontinental  Airport 
Minneapolis 
At  International  Airport 
Toledo 

Downtown  on  the  Riverfront 
Miami 

At  International  Airport 
Chicago 
At  O'Hare  Airport 
San  Francisco  Bay 

At  Redwood  Shores 

For  reservations,  call  Resinter, 
1-800-221  4542. 
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P  Hotel  Sofitel  is  an  independent  service  of  ACCOR. 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


DANGEROUS  DRIFT 


The  Administration  must  quickly  end  the  disarray,  the 
confusion  in  its  trade  and  currency  policies.  Otherwise, 
genuine  harm  will  be  done  to  us  and  to  other  industrial 
nations;  financial  markets  here  and  abroad  will  be  harshly 
penalized.  A  recession  could  result. 

Two  forceful  approaches  are  needed.  One,  change  the 
terms  of  debate.  The  other,  alter  specific  policies. 

Protectionist  arguments  must  be  met  head-on.  Treasury 
Secretary  Baker  and  other  Administration  economics 
spokesmen  should  blow  away  the  notion  that  a 
trade  deficit  is  a  sign  of  weakness,  that  it  has 
unnecessarily  destroyed  American  jobs.  They 
should  hammer  home  these  points: 

•  Our  trade  imbalance  is  a  result  of  our 
growth  and  the  rest  of  the  world's  stagnation. 
Imports  as  a  proportion  of  our  GNP  have  re- 
mained unchanged  over  the  past  seven  years.  If 
the  rest  of  the  world  had  grown  the  way  we  did, 
there  wouldn't  have  been  much  of  a  deficit. 

•  American  companies  have  remained  remarkably  com- 
petitive. The  percentage  of  income  the  average  Japanese 
spends  on  American  products  is  about  the  same  as  what 
the  average  American  spends  on  Japanese  goods.  One 
reason  for  the  trade  imbalance  is  that  we  have  twice  as 
many  people  as  Japan. 

•  Japan  suffers  a  horrendous  deficit  of  its  own:  Ameri- 
can companies  in  Japan  have  almost  four  times  the 
sales  in  that  country  as  Japanese  subsidiaries  in  the  U.S. 
have  in  ours.  In  1985,  American  affiliates  in  Japan 
racked  up  sales  of  $54  billion;  Japanese  affiliates  in  the 
U.S.,  a  paltry  $15  billion.  In  other  words,  if  you  look  at 
the  wider  picture,  we  are  just  about  in  balance.  If  you 
add  in  the  billions  that  Japan  is  investing  in  this 
jcountry,  then  they  can  claim  that  they  are  on  the  short 
iend  of  the  stick.  Japanese  trade  barriers  are  still  formi- 
dable, but — with  glaring  exceptions- — they  are  not  total- 
ly insurmountable. 

•  A  trade  deficit  is  neither  a  good  thing  nor  a  bad 
thing;  it  depends  on  the  circumstances.  Baker  should 
iremind  listeners  that  Japan  had  horrifying  trade  short- 


Treasury  Chief  Baker: 
Will  he  change  course? 


falls  in  the  1950s  and  1960s.  Today,  Brazil  and  Mexico 
have  trade  surpluses:  Would  we  want  to  trade  our 
economy  for  theirs? 

•  We  haven't  been  overcome  by  a  Tokyo-driven,  high- 
tech blitz.  We  are  still  ahead  in  the  high-tech  areas  that 
count  the  most,  principally  software  (where  our  com- 
manding share  of  this  world  market  has  increased),  cus- 
tom-made microchips  and  computer  applications  in  the 
workplace,  the  schools,  the  home.  Japan  has  only  15%  of 
the  American  chip  market,  and  most  of  that  is 
in  so-called  commodity  chips. 

•  Job  destruction?  The  evidence  is  the  oppo- 
site: We  have  created  more  new  jobs — and 
more  higher-paying  ones — in  recent  years  than 
Japan  and  Europe  put  together.  The  pressures 
squeezing  certain  parts  of  our  manufacturing 
are  hitting  Western  Europe  and  Japan,  as  well. 
Japanese  steel  executives  talk  of  the  Koreans 
the  way  Pittsburgh  talks  of  Japan. 
The  Administration  for  too  long  has  given  protectionist 
superstitions  an  intellectual  and  political  free  ride. 

What  We  Should  Do 

The  U.S.  must  immediately  stop  talking  down  the  dol- 
lar. Otherwise,  we  are  going  to  get  more  inflation  and 
higher  interest  rates.  That's  why  the  price  of  gold  is  mov- 
ing up.  The  greenback,  in  fact,  is  now  undervalued  by  at 
least  25%  against  the  yen  and  the  deutsche  mark.  We 
shouldn't  gratuitously  damage  ourselves  to  punish  Germa- 
ny and  Japan  for  their  obstreperous  refusal  to  stimulate 
their  stagnant  economies. 

The  Administration  should  also  cease  trying  to  enforce 
the  price-fixing  agreement  concocted  a  year  ago  concern- 
ing microchips.  Semiconductor  prices  are  now  up  because 
of  fears  of  shortages  since  the  Japanese  have  slashed  pro- 
duction. This  will  have  a  harmful  impact  overall  on  the 
U.S.  computer  industry. 

Investors  should  follow  carefully  what  the  Administra- 
tion does  now.  If  it  continues  to  fumble  as  it  has  in  recent 
weeks,  stock  and  bond  prices  will  continue  to  suffer. 
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At  Credit  Suisse,  our  vast 
syndication  network 
and  creative  financing  methods  work  harder  for  you. 


There's  a  whole  world  of  trade  and  export 
financial  knowledge  waiting  for  you  at 
Credit  Suisse  and  our  international  syndi- 
cation network. 

It  begins  with  thorough,  professional 
advice,  and  carries  through  to  compet- 
itive solutions  precisely  tailored  to  your 
individual  needs. 


Whatever  you  need  in  trade  and 
export  finance,  whether  it's  a  complex 
letter  of  credit  or  a  multi-source 
financing  package,  you'll  get  the  kind  of 
swift,  dependable  response  that  you'd 
expect  from  one  of  Switzerland's  largest 
and  most  respected  full-service 
banks . . .  Credit  Suisse,  where  creativity 


in  trade  finance  is  a  long-standing 
tradition. 


Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  office:  8001  Zurich,  Paradeplatz  8  -  Offices  in  USA:  New  York    Los  Angeles    Atlanta   Chicago    Houston  •  Miami  •  San  Francisco 


What's  Ahead  for  Business 


The  end  of  an 
eight -year  run? 

Defense  spending  as  a  %  of  GNP 

Percent  of  GNP 

7% 

6 
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'74    '76     '78    '80     '82    '84     '86  '88 

•  Estimate                                 Source.  Historical  budget  tab 

a 

Defense  procurement  outlays 
Billion,  adjusted  for  inflation 


•  Estimate  Source.  Historical  Inutgel  table* 


A  return  to 
"sequestering" 


Edited  by  Howard  Banks 


WHY  DEFENSE  SPENDING  IS  LIKELY  TO  FALL 

Defense  spending  in  real  (inflation-adtusted)  dollars  has  risen 
for  eight  straight  years  now — the  longest  run  of  real  growth  in  that 
huge  budget  item  since  World  War  II.  The  string  could  well  be  snapped 
by  budget  cuts  in  prospect  for  fiscal  1988,  beginning  Oct.  1. 

One  way  to  judge  the  burden  is  to  measure  total  defense  spending  as  a 
percentage  of  gross  national  product.  In  1986,  it  was  6.4%.  It  hit  a  post- 
1 945  peak  of  9.2%  of  GNP  in  1 968,  during  the  height  of  the  Vietnam  War. 

The  low  point  came  in  the  early  Carter  years — 4.6%  of  GNP  in  1978 
and  1979.  But  by  Carter's  last  year  in  office,  in  1980,  it  had  rebounded 
to  5.2%  of  GNP.  Thus,  the  spending  buildup  had  begun  before  Presi- 
dent Reagan  entered  office. 

But  the  total  defense  budget — including  soldiers'  pay  as  well  as  money 
for  bullets  and  planes — isn't  the  only  way  to  look  at  the  numbers. 

A  surprisingly  different  picture  emerges  from  looking  at  procurement 
alone,  the  amount  spent  on  actual  hardware.  That's  the  part  of  defense 
spending  that  most  directly  affects  U.S.  manufacturing. 

In  inflation-adjusted  dollars,  defense  spending  on  hardware  today  is  very 
close  to  the  peak  it  reached,  $72  billion,  late  in  the  Vietnam  War.  In  fiscal 
1 986,  on  the  same  basis,  spending  on  hardware  hit  close  to  $69  billion  and 
could  reach  a  post-World  War  II  record  in  the  current  fiscal  year. 

The  Air  Force  will  get  the  lion's  share  of  the  1988  procurement  budget, 
around  $37  billion  (in  current  dollars).  That  includes  funds  for  the  so- 
called  black,  or  secret,  programs  like  the  Advanced  Tactical  Bomber 
built  by  Northrop. 

Included  in  the  Air  Force's  open  budget  of  $14.2  billion  for  aircraft  is 
$534  million  for  development  work  on  the  Advanced  Tactical  Fighter 
and  $87  million  for  the  ATF  engine  program  (see page  35). 

The  Army  is  to  get  around  $18  billion,  including  $2.2  billion  for 
munitions.  Much  of  this  money  is  for  new  communications. 

The  Navy's  share  is  around  $15  billion,  nearly  $10  billion  of  which  is 
due  to  be  spent  on  aircraft. 

President  Reagan  requested  a  budget  of  around  $297  billion  for 
fiscal  1988,  after  a  total  of  some  $282  billion  this  year. 

So  far  the  Democrats  in  the  House  have  barely  trimmed  the  total 
requested — although  they  have  rearranged  spending  on  specific  items. 

The  guesses  are,  in  the  runup  to  next  year's  Presidential  election,  that 
the  White  House  will  go  along  with  whatever  emerges,  preferring  to 
blame  the  Democrats  for  any  cutbacks. 

The  pressure  to  cut  the  budget  deficit  means  that,  in  the  end,  however 
reluctant  Congress  is,  defense  spending  will  be  cut.  The  biggest  threat 
to  defense  spending  would  come  if  politicians  returned  to  the  Gramm- 
Rudman-Hollings  notion  of  a  sequester — automatic  cuts  apportioned 
across  the  total  budget.  It's  only  a  low  rumble  on  Capitol  Hill  for  now, 
but  expect  the  noise  to  grow. 
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The  Forbes  Index 
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Back  on  track.  The  Forbes  Index  gained  0.8%  in  the  latest 
reporting  period,  following  a  revised  0.8%  gain  in  Febru- 
ary. New  unemployment  claims  fell  0.5%  for  the  six 
months  ending  in  March,  versus  the  six  months  ending  in 
February.  The  service  sector  appears  to  be  compensat- 
ing— and  then  some — for  jobs  lost  in  manufacturing.  Man- 
ufacturers' new  orders  rose  6.7%  in  February  over  Janu- 


ary's depressed  levels.  Auto  sales,  in  particular,  dropped  in 
January  when  the  federal  deduction  for  state  sales  tax  was 
eliminated.  Calculations  for  the  Index  compare  manufac- 
turers' orders  for  new  durable  goods  for  the  past  three 
months  with  inventories  for  the  most  recent  month.  A 
0.3%  decline  in  inventories  in  February  kept  the  overall 
relationship  between  orders  and  inventories  fairly  stable. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  o(  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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The  garden  slugs  in  a  microelectronics 
lab  at  AT&T  Bell  Laboratories  are  very 
iissy  eaters.They  won't  go  near  their  favorite  foods 
f  they  smell  a  whiff  of  garlic.  Garlic?  Garden  slugs? 
^hat  could  that  possibly  have  to  do  with  making 
:omputers  smarter?  More  than  youd  ever  imagine.. 


ies:  Technology  for  the  real  world 


Slug  as  savant: 
"Nature  has  shown  us  there 
are  powerful  computer 
designs  very  different  from 
conventional  machines? 


The  common  garden  slug  ioves 
the  enticing  odors  of  carrot, 
tomato  and  mushroom.  But  it  hates 
garlic.  When  scientists  at  AT&T  Bell 
Laboratories  "spike"  these  favorite 
foods  with  garlic,  what  happens? 
The  slug  learns.  It  alters  its  memory 
of  the  foods  it  once  loved  and 
avoids  or  rejects  them. 

Insights  gained  from  studying 
simple  central  nervous  systems  like 
the  slugs  point  to  a  dramatically 
new  approach  to  computing.  An 
approach  that  promises  to  make 
computers  faster,  smarter  and  easier 
for  people  to  use. 

Why  study  slugs?  Though  the  slug 
is  no  Einstein,  its  brains  limited 
ability  to  learn— to  associate  new  in- 
formation with  existing  memories- 
makes  todays  most  powerful 
computers  seem  primitive. 

And  the  slug,  with  its  neural  net- 
works comprised  of  a  mere 
500,000  nerve  cells  or  neurons,  is 
much  less  complicated  to  work 
with  than  people  or  other  animals. 

Microchips  that 
mimic  the  brain 

On  functioning  computer  chips, 
microelectronics  researchers  have 
built  prototype  electronic  neural 
networks. 

Like  biological  networks  of  brain 
nerve  cells,  these  electronic  circuits 
use  associative  memory  to  relate 
incoming  information  to  memories 
already  stored.  So  they  can 
cope  with  information  filled  with 
errors  or  ambiguity  And  they  can 
deal  with  "messy"  information,  col- 
lecting scattered  facts  to  recognize 
and  remember  from  incomplete 
details,  much  as  the  brain  does. 

One  test  chip,  containing  54 


leurons"  in  such  a  "neural  net- 
prk"  can  recall  memories  from 
iperfect  data  w  ithin  a  few 
iillionths  of  a  second— selecting 
ames  Lynn"  from  among  several 
ored  names  as  the  correct 
•sponse  to  the  input  "Jim." 

Getting  up  to  speed 

,'  studying  simple  central  nervous 
stems  like  the  slugs,  scientists  at 
til  Labs  are  also  gaining  valuable 
sights  into  another  brain  function, 
irallel  processing.  It  offers 
1  answer  to  a  physical  limitation 
today's  computers— speed. 
Step-by-step  computing  can  only 
ocess  information  one  piece  at  a 


ments  as  well  as  good  calculations. 
Computers  that  can  perceive  and 
learn  in  an  imperfect  world,  much 
as  people  do. 

In  the  future,  working  with  com- 
puters will  be  more  like  working 
with  people.  The  machines  will 
understand  and  respond  to  human 
speech— even  recognize  the 


[day  s  computers  can  only  process  neady-stored 
formation.  A  little  human  ability  to  deal  with  messiness 
fight  actually  make  them  a  whole  lot  smarter. 


he.  Parallel  processing,  the  ability 
perform  several  functions 
biultaneously  speeds  things  up. 
d  the  more  things  done  together, 
p  faster  the  whole  job  gets  d<  me. 

"Thinking"  computers 

lere  is  this  research  into  associa- 
memory  and  parallel 
)cessing  leading?  To  "thinking 
lputers  that  make  good  judg- 


person  addressing  them. 

Taking  the  longer  view 

Research  scientists  at  AT&T  Bell 
Laboratories  are  expected  to  take 
the  longer  view.  To  look  beyond 
the  impact  of  technology  on  the 
next  quarter  or  the  next  year,  into 
the  next  century 

It  is  this  perspective  that  has  pro- 
duced seven  Nobel  Prize  winners 


In  the  future, 

people  and  their  computers 
will  have  a  much  friendlier 
working  relationship. 


for  Bell  Labs.  Some  21,000  patents, 
an  average  of  more  than  one  a  day 
And  a  legacy  of  achievement,  from 
the  transistor  and  the  laser  to 
lightwave  communications  and  the 
digital  computer. 

This  longer  view  ensures  that 
the  technology  built  into  all  AT&T 
products  can  evolve  and  adapt  to 
the  changing  needs  of  the  real 
world.  Making  information  easier 
to  obtain  and  use  for  evervone. 


)  19K~  AT&T 


AT&T 

The  right  choice. 
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Got  a  taste for  horror  stories?  How  about  the  one  where  much  of  the 
savings  and  loan  industry  goes  down  the  tubes  while  Congress 
fiddles?  With  interest  rates  rising  again,  the  losses  grow. 


And  you  get  to 
pick  up  the  bill 


By  Janet  Novack 


The  failure  rate  for  savings  and 
loans  is  now  greater  than  during 
the  Great  Depression.  Back  then, 
perhaps  15%  of  S&Ls  failed.  In  the 
1 980s,  counting  those  insolvent  thrifts 
the  government  has  yet  to  shut,  about 
25%  are  under  water. 

But  we  live  in  modern  times,  and 
this  time  around,  grandma  won't  lose 
her  life's  savings.  Why  not?  Because 
the  Federal  Savings  &  Loan  Insurance 
Corp.  insures  deposits  up  to  $100,000. 

But  what  if  FSLIC  itself  goes  under? 
In  fact,  FSLIC,  which  is  funded  by 
levies  on  the  S&Ls  themselves,  is  flat 
broke.  No,  grandma  isn't  going  to  be 
wiped  out.  But  since  the  thrifts  them- 
selves don't  have  enough  money  to 
clean  up  the  mess,  guess  who  gets  to 
bail  grandma  and  grandpa  out?  The 
taxpayer,  naturally. 

The  folks  at  the  Treasury  Depart- 
ment figure  the  bill  to  clean  up  thrifts 
that  are  already  hopelessly  swamped 
in  red  ink,  or  very  close  to  being  so,  is 
$25  billion  to  $30  billion.  But  Con- 
gress won't  own  up  to  the  real  cost. 
The  legislation  it  is  preparing  to  re- 
capitalize the  FSLIC  would  raise  only 
about  $5  billion  to  $7.5  billion.  A  drop 
in  the  Grand  Canyon. 

Nor  are  the  politicians  prepared  to 
shake  up  the  FSLIC 's  parent,  the  Fed- 
eral Home  Loan  Bank  Board,  whose 
mismanagement  has  contributed  to 
the  current  crisis.  Congress'  aim  is  to 
get  past  next  year's  elections  before  it 
o  bite  the  golden  bullet. 


While  Congress  fiddles,  the  flames 
mount.  Currently,  the  373  thrifts 
(with  assets  of  $128  billion)  in  the 
FSLIC's  "significant  supervisory  case 
load" — i.e.,  basket  cases — are  losing 
$10.4  million  a  day,  or  nearly  $3.8 
billion  a  year,  on  operations.  That's 
not  even  counting  writedowns  of  bad 
assets.  What's  more,  S&Ls  are  paying 
perhaps  $4  billion  a  year  more  in  in- 
terest than  they  might  otherwise  be- 
cause depositors  and  investors  are 
nervous.  That's  more  than  the  indus- 
try's 1986  profits.  As  of  September 


1986,  445  S&Ls,  or  14%,  were  insol- 
vent. Another  18%  had  a  net  worth  of 
3%  of  assets  or  less. 

"Maybe  Texas  will  come  back  real- 
ly strong,  and  in  two  years  we'll  stop 
worrying  about  this,"  says  U.S. 
League  of  Savings  Institutions  Presi- 
dent William  O'Connell.  O'Connell 
is  whistling  in  the  dark.  In  too  many 
cases,  economic  recovery  won't  help. 
A  lot  of  savings  and  loans  were 
wrecked  by  fraud  and  insider  dealing 
and/or  overly  speculative  commercial 
real  estate  loans. 


Former  FDIC  Chairman  William  Isaac 
The  S&L  industry  can't  pay  the  $20  billion  to  $50  billion  tab. 
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In  many  cases,  too,  weak  balance 
sheets  lead  not  to  caution  but  to  wild 
risk-taking  in  a  futile  effort  to  win 
back  solvency.  In  the  first  nine 
months  of  1986,  for  example,  64  hope- 
lessly insolvent  savings  and  loans 
posted  operating  losses  and  wrote 
down  assets  equal  to  an  average  annu- 
al loss  on  assets  of  17%.  Dubbed 
"zombie  S&Ls"  by  the  industry,  they 
have  nothing  to  lose  by  gambling  with 
insured  deposits.  Example:  When  the 
Bank  Board  placed  Texas'  $1.35  bil- 
lion (assets)  Vernon  Savings  &  Loan 
Association  into  receivership  in 
March,  96%  of  Vernon's  loans  were 
delinquent.  Vernon  had  violated  con- 
flict-of-interest rules  and  wasted  as- 
sets on  a  beach  house  and  five  air- 
planes for  its  executives,  the  Bank 
Board  charged. 

Why  bring  up  Vernon?  Because  it, 
and  the  S&Ls  in  general,  have  allies 
like  House  Speaker  Jim  Wright  (D— 
Tex.),  who  intervened  on  behalf  of 
Vernon.  A  Reagan  Administration 
$25  billion  FSLIC  recapitalization 
plan  has  kicked  around  Congress  for  a 
year,  in  part  because  it  would  give 
regulators  the  funds  to  close  a  lot  of 
thrifts  that  pols  like  Wright  want  to 
protect. 

Even  the  Administration's  $25  bil- 
lion plan,  which  supposedly  forces 
the  industry,  rather  than  taxpayers,  to 
foot  the  bill  for  the  FSLIC  mess,  won't 
cover  the  costs.  It  raises  $15  billion 
from  the  sale  of  bonds.  FSLIC  levies 
pay  the  interest  on  the  bonds.  The 
catch?  After  debt  servicing,  there 
would  be  no  industry  money  left  to 
solve  future  problems  that  will  sur- 
face, particularly  now  that  interest 
rates  have  started  rising  again. 

"I  just  don't  believe  the  S&L  indus- 
( try  can  afford  to  pick  up  what  may  be 
f  a  $20  billion  to  $50  billion  problem," 
[  says  William  Isaac,  former  chairman 
of  the  Federal  Deposit  Insurance 
jCorp.  His  solution  is  to  merge  the 
|  FSLIC  into  the  FDIC,  tapping  the 
[FDIC's  $18  billion  reserve  and  its  reg- 
i  ulatory  expertise. 

Isaac  predicts  Congress  will  adopt 
i  his  plan  in  1989,  after  its  $5  billion  to 
$7.5  billion  recapitalization  gesture 
proves  inadequate.  Nice.  But  won't 
the  commercial  banks  need  a  good 
part  of  that  $18  billion  reserve  to  cov- 
i  er  their  own  foreign  debt,  energy  and 
real  estate  problems? 

Thrift  industry  consultant  Bert  Ely, 
who  has  appeared  before  Congress 
and  in  court  as  an  expert  witness  on 
;  industry  problems,  is  one  of  the  few 
outside  government  to  develop  a  real- 
istic plan:  Get  rid  of  the  inept  Bank 
Board,  let  strong  thrifts  move  to  the 
FDIC  and  turn  the  FSLIC  into  a  giant 


morgue  run  by  the  Treasury,  with  the 
help  of  private  investment  bankers 
and  liquidators. 

Ailing  thrifts  could  be  sold  to  any 
buyers,  including  banks  and  industri- 
al companies,  ready  to  inject  enough 
capital  to  qualify  them  for  the  FDIC. 
S&Ls  could  also  be  dismembered  and 
sold  in  pieces.  Healthy  thrifts  would 
pay  FSLIC  an  exit  fee  of  0.5%  of  their 
deposits. 

Wouldn't  this  shakeout  dry  up  the 
supply  of  money  available  for  home 
buyers?  Not  at  all.  With  the  securiti- 
zation of  mortgages,  the  day  is  passing 
when  the  U.S.  needs  to  subsidize  in- 
solvent savings  and  loans  to  promote 
home  ownership. 

Although  Ely's  plan  has  been  intro- 
duced in  the  House,  it's  hard  for  poli- 
ticians to  love  because  of  its  honest 
price  tag:  perhaps  $20  billion  in  tax- 
payer funds  over  five  years.  "This  is 
now  a  problem  not  for  depositors,  but 
for  taxpayers,"  concludes  George 
Washington  University  economist 
fames  Barth.  ■ 


By  Toni  Black 

If  you  catch  him  quaffing  beer 
and  munching  stuffed  jalapehos  at 
a  waterfront  restaurant  near 
Houston,  his  hometown,  he  seems 
like,  well,  just  an  ordinary  Joe,  this 
blue-eyed,  ruddy-cheeked,  graying  fel- 
low, dressed  in  faded,  stained  jeans 
and  an  open-necked  shirt.  He  says,  in 
his  salty  way,  that  he  likes  nothing 
better  of  a  Saturday  morning  than  to 
prowl  the  farmers'  market  in  Hous- 
ton. It  reminds  him  of  his  namesake, 
the  Lebanese-born  immigrant  father 
who  started  out  selling  produce  in  just 
such  a  market  there. 
This  is  Joseph  Dahr  Jamail  Jr., 


Consultant  Bert  Ely 


Turn  the  FSLIC  into  a  morgue. 


whose  courtroom  skills  drove  Texaco, 
Inc.  to  seek  refuge  in  a  bankruptcy 
court  on  Apr.  12.  The  crushing  $11.1 
billion  in  damages  hanging  over  Tex- 
aco is  the  result  of  Jamail's  labors  as 
Pennzoil's  lawyer.  The  verdict  of  a 
Texas  jury  that  Texaco  acquired  Get- 
ty Oil  in  1984  by  unlawfully  shoving 
Pennzoil  aside  may  have  a  long,  costly 
way  to  go  before  it  is  finally  settled. 
But,  come  what  may,  Jamail  has 
emerged  as  the  clear  victor. 

Besides  establishing  his  reputation 
in  every  boardroom  across  the  U.S., 
the  Pennzoil  case  stands  to  make  the 
already  wealthy  Jamail  far,  far  richer. 
In  contrast  to  his  outspokenness 
about  the  case,  Jamail  declines  to  dis- 


The  ferocious  Pennzoil-Texaco  battle  has 
one  clear  winner:  the  salty-tongued  son  of 
an  immigrant  grocer. 


Triumph  of  the 
sore-back  lawyer 
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cuss  his  fee.  Pennzoil's  chief  negotia- 
tor, Baine  Kerr,  denies  published  re- 
ports that  Jamail  will  get  20%  of  any 
settlement  or  damage  payments 
Pennzoil  receives.  Beyond  that  denial, 
Pennzoil  executives  refuse  to  talk 
about  the  cost  of  Jamail's  talents.  But, 
just  for  argument's  sake,  suppose 
Pennzoil  gets  a  settlement  in  the  "$3 
billion-to-$5  billion  range"  that  Penn- 
zoil suggests  is  the  least  it  would  ac- 
cept. Even  if  Jamail  gets  one-twenti- 
eth of  what  he  normally  collects  as  a 
personal  injury  lawyer,  he  could  wind 
up  with  over  $50  million,  making  him 
one  of  the  world's  wealthier  lawyers. 

Jamail,  61,  who  says  he  became  a 
lawyer  at  his  mother's  urging,  has 
spent  most  of  his  35-year  career  as  a 
self-described  "sore-back  lawyer," 
winning  millions  in  damages  for  per- 
sonal injury  plaintiffs  and  taking  a 
third  of  those  damages  as  his  fee. 

In  the  Pennzoil  case,  his  genius  at 
manipulating  juries  and  winning  rec- 
ord personal  injury  awards  was  per- 


next  day  Hughes  capitulated.  Later 
this  month  he  will  go  to  trial  against 
Exxon  on  behalf  of  one  of  the  heirs  to 
the  825,000-acre  King  Ranch,  suing 
for  $155  million  in  claimed  underpay- 
ment of  gas  royalties. 

His  lawyer  pals  have  nicknamed 
the  rooms  in  Jamail's  handsomely  fur- 
nished, multimillion-dollar  Houston 
home,  where  he  lives  with  his  wife  of 
37  years,  after  some  of  his  unsuccess- 
ful adversaries:  the  General  Motors 
Room,  the  Remington  Room,  etc. 

Jamail  relishes  the  humor;  the  fat 
fees  he  earns  in  his  specialty  occasion 
no  guilt.  He  takes  a  gulp  of  beer  from  a 
mug,  smiles  and  allows  that  maybe  he 
did  learn  a  thing  or  two  in  his  "sore- 
back"  days  that  work  well  in  corpo- 
rate cases.  "After  personal  injury 
law,"  he  says,  "this  business  litiga- 
tion is  a  f  cakewalk." 

Jamail's  prowess  with  a  jury  is  of  a 
piece  with  the  qualities  that  let  him 
blend  in  at  a  waterfront  bar.  "Joe  talks 
to  jurors  just  like  they  were  neigh- 


Pennzoil's  trial  lawyer,  Joseph  Dafor  Jamail  Jr. 

"This  business  litigation  is  a  [expletive  deleted]  cakewalk." 


fectly  suited  for  attacking  Texaco. 
With  juries  handing  out  huge  judg- 
ments in  negligence  cases — cases  that 
commonly  pit  a  little  guy  against  a  big 
insurance  company — why  shouldn't 
unsophisticated  jurors  be  similarly 
disposed  in  a  fight  that  pits  a  smaller 
oil  company  against  a  big  name  on 
The  Forbes  500s  list?  It  worked. 

When  Hughes  Tool  called  off  its 
planned  merger  with  Baker  Interna- 
tional two  months  ago,  Baker  an- 
nounced it  had  hired  Jamail  to  sue 
Hughes  for  breach  of  contract.  The 


bors,  so  that  each  of  them  feels  they 
could  go  out  to  dinner  that  night  and 
become  lifelong  friends,"  says  crimi- 
nal defense  lawyer  Richard  (Race- 
horse) Haynes.  "The  law  is  an  unques- 
tionable bore  sometimes,  [but]  Joe  can 
make  it  all  come  to  life." 

It's  a  quality  that  marks  the  most 
effective  trial  lawyers:  the  ability  to 
convince  jurors  that  he's  telling  them 
the  truth,  heart-to-heart.  He  once 
sued  a  trucking  company  for  neck  in- 
juries allegedly  suffered  in  an  accident 
by  Percy  Foreman,  the  well-known 


Houston  criminal  defense  attorney. 
On  the  witness  stand,  Foreman  swore 
he'd  never  had  such  an  injury  before. 
The  defense  produced  evidence  of  sev- 
eral previous  hospitalizations  for  back 
and  neck  injuries.  Instead  of  folding 
the  case,  Jamail  immediately  walked 
to  the  stand  and  said,  "Percy,  why 
didn't  you  tell  us  about  those  hospital 
admissions?"  Foreman  replied,  "Aw, 
Joe,  don't  be  mad  at  me.  I  just  forgot." 
Jamail  persuaded  the  jury  that  the  ag- 
ing Foreman's  "forgetfulness"  was  ir- 
relevant. They  awarded  Foreman  the 
$75,000  Jamail  had  requested. 

"After  the  voir  dire  examination  [of 
potential  jurors],  Joe  has  a  good  idea  of 
where  the  passion  is  in  each  juror," 
says  Warren  Burnett,  an  Odessa,  Tex. 
lawyer  who  has  tried  cases  with  Ja- 
mail. "He  might  ask  Mr.  Jones, 
'Where  do  you  come  from?'  If  Mr. 
Jones  smiles  and  says,  'Arkansas,'  lat- 
er on  there'll  be  some  allusion  in  the 
trial  to  Arkansas.  Joe  is  one  of  the  few 
lawyers  who  remember  who's  on  the 
jury  all  the  way  through." 

Jamail  is  no  slouch  at  quick- 
witted maneuvering.  When 
John  McKinley,  then  chair- 
man of  White  Plains,  N.Y.- 
based  Texaco,  appeared  at  the 
voir  dire  in  Houston,  Jamail 
promptly  subpoenaed  him — 
something  he  couldn't  do 
across  state  lines — and  got 
first  crack  at  McKinley  on  the 
witness  stand. 

Until  recently,  Jamail  was 
inclined  to  take  cases  other 
than  personal  injury  only  out 
of  friendship.  He  and  Hugh 
Liedtke,  Pennzoil's  chairman, 
had  been  friends  for  15  years 
when  Liedtke  persuaded  him 
to  plead  Pennzoil's  case.  Even 
now,  he  says,  his  "first  love" 
remains  personal  injury  law — 
"because  I'm  helping  people." 
One  possible  additional  rea- 
son: Business  litigation  rarely 
produces  the  juicy  fees  that  Ja- 
mail reaps  from  personal  inju- 
ry work — for  instance,  a  third 
of  the  $7.1  million  he  recently 


negotiated  for  two  men  appallingly 
burned  in  a  refinery  accident.  Because 
of  his  reputation,  Jamail  has  his  pick 
of  the  most  lucrative  cases.  Most  are 
settled  before  they  reach  trial. 

Jamail  says  he  still  gets  nervous 
before  a  trial.  "Until  I  start  talking," 
he  says,  "I'm  almost  ready  to  puke. 
But  then  it  goes  away,  and  it's  just 
like  my  mama  has  got  me  in  her  lap 
again.  Here  I  am,  and  it's  where  I 
need  to  be,  and  it's  where  I  belong." 
Joe  Jamail  would  have  made  a  hell 
of  an  actor.  ■ 
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MiG-29,  one  of  the  Soviets'  latest  front-line  fighters,  photographed  over  the  Baltic  Sea  by  the  Swedish  air  force 
Look-down,  shoot-down  radar,  based  on  stolen  U.S.  technology  and  long-range  AA-10  missiles. 


FlygvapenNytt 


Already  ahead  in  numbers,  the  Soviet  air 
force  has  all  but  caught  up  with  the  U.S.  Air 
Force  in  technology.  The  Pentagon  has  a 
solution — but  will  Congress  buy  it? 

The  $40  billion 
dogfight 


By  Howard  Banks 


It  will  turn  abruptly  and  keep 
turning  long  after  other  fighters 
have  stalled.  It  will  brake  in  mid- 
air like  no  supersonic  fighter  ever, 
leaving  the  enemy  to  barrel  on  by, 
smack  into  its  gunsights.  It  will  fly 
supersonic  farther  than  any  fighter 
yet  built,  and  be  nearly  invisible  to 
enemy  radar. 
This  is  the  ATF— the  U.S.  Air 


Force's  Advanced  Tactical  Fighter, 
the  front-line  plane  for  the  mid-1990s. 
Though  the  aircraft  does  not  yet  exist, 
manufacturers  and  Air  Force  program 
managers  are  certain  that  each  of 
these  technological  leaps  is  within 
their  grasp.  "The  ATF  will  be  as  big  a 
jump  over  the  U.S.'  present  front-line 
fighters,  the  FT  5  and  FT  6,  as  jets 
were  over  World  War  II  propeller-driv- 
en fighters,"  says  Northrop  Corp.'s 
ATF  designers. 


Northrop  is  one  of  the  team  leaders 
in  the  competition  to  develop  this  jet 
jock's  dream  machine.  Lockheed  is 
the  other.  At  stake  is  $40  billion  plus. 

For  congressmen  who  represent  dis- 
tricts with  aerospace  contractors,  the 
lure  of  such  a  project  would  seem 
irresistible.  But  the  Air  Force,  after 
too  many  contract  scandals,  takes  a 
tougher  approach  to  such  things  these 
days,  forcing  down  the  project  price 
by  requiring  more  competitive  bid- 
ding and  getting  the  private  sector  to 
assume  more  costs  up  front. 

So  there  are  serious  questions: 
When  will  the  Air  Force  get  the  ATF? 
How  many?  How  soon?  And,  not  least 
for  the  companies  caught  up  in  this 
newly  cost-conscious  competition, 
will  any  of  them  make  a  dime  on  the 
business? 

Congress,  of  course,  will  have  to 
balance  the  money  questions  against 
a  more  fundamental  concern:  the  po- 
tential life-and-death  dogfight  with  an 
increasingly  capable  Soviet  air  force. 
"We  are  losing  air  superiority,"  says 
Colonel  James  Fain,  the  straight- 
shooting  former  fighter  pilot  and  di- 
rector of  the  ATF  program  office  at 
the  U.S.  Air  Force  aeronautical  sys- 
tems division,  Wright-Patterson  AFB, 
Ohio.  This  is  not  mere  Pentagon  pro- 
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paganda:  Most  experts  agree  the  U.S., 
,  ing  Jong  ago  lost  the  numerical 
edge  in  fighters,  is  fast  losing  its  tech- 
nological edge  as  well. 

Purloined  U.S.  technology,  ac- 
quired through  capitalistic  espionage 
(they  paid  traitors  to  steal  it),  has  en- 
abled the  Soviets  to  erect  their  tight- 
est defensive  wall  to  date.  That  wall 
now  includes  the  latest  generation  of 
surface-to-air  missiles  (SAMs),  backed 
by  fighters,  like  the  highly  maneuver- 


able  MiG-29  and  Sukhoi-27,  and  the 
monster  MiG-31,  all  fitted  with  look- 
down,  shoot-down  missile  technology 
stolen  from  the  U.S.  "Today's  tactics 
are  to  penetrate  low,  to  avoid  the 
SAMs.  But  these  guys  can  now  spot 
us.  Their  new  fighters  have  long- 
range  missiles,  so  high-altitude  pene- 
tration is  also  denied,"  says  Fain. 

Does  it  matter  if  the  Soviets  gain  air 
superiority?  If  they  do,  the  U.S.  will 
be  left  with  little  effective  response  in 


a  conventional  war.  Allied  ground-a 
tack  aircraft,  designed  to  kill  Sovii 
tanks  and  ground-based  SAM  radar 
would  not  survive.  There  would  be  r 
way  to  check  an  invasion  of  Westei 
Europe,  considering  the  Russian 
vast  superiority  in  numbers  of  tanl 
and  ground  forces.  Nuclear  retaliatic 
would  be  our  fall-back  response. 

It  is  no  accident  that  the  tean 
working  on  ATF  (Northrop  with  M 
Donnell  Douglas,  and  Lockheed  wil 


How  the  Soviets'  defensive  wall  threatens  Allied  air  superiority 


New  Soviet  weapons  are  costing  the  U.S.  its 
ability  to  control  the  battlefield  of  the  mid- 
1990s.  Russia's  new  fighters,  backed  by  So- 
viet Awacs,  can  detect  and  shoot  down 
combat  planes  trying  to  slip  under  ground- 


based  radar,  and  its  surface-to-air  missiles 
threaten  those  flying  in  high.  ATF's  Stealth 
technology  and  its  sustained  supersonic 
cruise  and  maneuver  capability  will  restore 
Allied  air  superiority. 
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Boeing  and  General  Dynamics)  are 
headed  by  the  two  U.S.  makers  most 
experienced  in  Stealth  technology, 
the  stuff  that  makes  a  plane  nearly 
invisible  to  radar.  To  survive  in  mod- 
ern combat,  the  new  fighter  must  see 
the  enemy  first  and  fire  first.  Lock- 
heed has  built  the  officially  nonexis- 
tent F-19.  Northrop  built  the  Ad- 
vanced Tactical  Bomber  (ATB). 

But  the  new  plane,  once  engaged, 
also  needs  what  fighter  pilots  call 


"persistence,"  in  this  case  the  kind  of 
extreme  maneuverability  hitherto 
seen  only  in  science  fiction  movies, 
plus  the  ability  to  fly  and  keep  flying 
supersonically — at  Mach  1  and  be- 
yond— without  emptying  the  fuel 
tanks.  The  latest  high-temperature 
thermoplastics  will  give  ATF  a  com- 
bat weight  10%  less  than  that  of  the 
F-15  interceptor's.  New  engines  will 
provide  fuel-sipping  supersonic  cruis- 
ing, which  will  give  ATF  a  combat 


range  double  that  of  the  F-15.  Today's 
fighters  can  cruise  above  Mach  1  only 
by  using  their  fuel-guzzling  afterburn- 
ers, and  so  have  very  limited  super- 
sonic range,  and  none  of  them  can 
dogfight  at  that  speed. 

In  a  modern  war,  an  enemy  will 
immediately  try  to  knock  out  our  air- 
fields by  cratering  the  runways.  But 
ATF's  ultratech  capability  will  also 
let  it  land,  or  take  off  loaded  with  fuel 
and  missiles,  on  1,500  feet  of  runway, 
even  in  vicious  weather.  Today's 
combat  aircraft  need  at  least  5,000 
feet  of  smooth  concrete.  Reverse- 
thrust,  plus  nozzles  that  can  tilt  at  the 
rear  of  each  engine,  will  provide  this 
short  takeoff  and  landing,  but  also 
much  more.  The  nozzles  can  also  be 
twizzled  in  flight,  to  a  top  speed  of 
Mach  2.5  or  more.  Using  the  nozzles 
together  or  differentially  (coupled 
with  new  horizontal  controls  at  the 
front,  called  canards),  the  ATF  will 
rewrite  the  combat  book. 

The  concept  (called  vectored  thrust) 
is  being  tested  on  a  modified  McDon- 
nell Douglas  F-15.  Using  experimen- 
tal Pratt  &  Whitney  engines  fitted 
with  such  nozzles,  this  F-15  will  roll 
53%  faster  than  conventional  fighters 
at  supersonic  speed,  get  its  nose  up  or 
down  a  third  faster,  turn  in  half  the 
radius,  and  slow  down  72%  faster 
from  supersonic  speed. 

For  a  fighter  pilot,  ATF's  ability  to 
turn  and  twist  and  stomp  on  the 
brakes  is  mind-blowing.  Literally. 
Such  a  plane  will  produce  more  stress 
than  the  human  frame — even  a 
trained  one — can  stand  for  long.  The 
stress — measured  in  g's,  or  gravities — 
causes  the  blood  to  rush  from  the 
brain.  Nine  g's  seems  to  be  the  human 
limit,  at  which  point  the  pilot's  body 
feels  as  though  it  weighs  nine  times 
more  than  on  the  ground.  It's  called  g- 
lock,  and  it  has  caused  at  least  five 
recent  Air  Force  crashes. 

The  ATF's  entirely  new  generation 
of  on-board  computerized  flight  con- 
trols will  be  programmed  to  prevent 
the  pilot  from  pulling  maneuvers  so 
extreme  that  they  will  cause  g-lock. 
To  an  extent  never  seen  before,  these 
black  boxes  are  crucial  to  making 
ATF's  gee-whizzery  work.  The  entire 
aircraft,  including  engines  and  sen- 
sors (the  radar,  the  infrared  vision  sys- 
tem, the  electronic  countermeasures), 
has  to  be  integrated  to  work  as  one. 
The  electronics  are  to  be  based  on  a 
common  computer  architecture, 
called  Pave-Pillar,  that  should  allow 
more  use  of  common  circuit  boards, 
saving  spares  costs.  Already  IBM  has 
been  picked  to  supply  a  basic  comput- 
er central  processor  unit  that  will  be 
used  widely  on  ATF. 
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The  Air  Force's  target  flyaway  price 
is  $35  million  per  plane  (in  1985  dol- 
lars), roughly  a  third  higher  than  the 
far-lower-tech  F-15  now  costs.  And 
that  price  tag  assumes  that  Congress 
in  1991  will  allow  the  Air  Force  to 
commit  to  750  planes  total,  and  will 
provide  enough  money  to  build  them 
at  the  rate  of  72  a  year. 

Skepticism,  understandably,  is 
rampant.  "I  don't  believe  the  Air 
Force  will  be  able  to  have  everything 
it  wants  and  make  that  number,"  says 
Richard  Heppe,  president  of  Lock- 
heed. The  Air  Force  is,  for  example, 
demanding  unusually  high  reliability 
and  unusually  low  maintenance 
costs.  The  criteria  are  closer  to  those 
of  a  passenger  jetliner  than  to  those  of 
combat  jets,  which  are  notoriously 


temperamental.  The  joke  going 
around  is  that  the  Air  Force  wants  an 
airframe  made  of  unbuildium  and 
electronics  of  Utopian  oxide. 

It  is  because  so  many  new  technol- 
ogies are  to  be  built  into  the  ATF,  all 
of  which  must  work  for  the  program 
to  succeed,  that,  in  fact,  the  Air  Force 
is  playing  it  relatively  cautiously.  The 
program  recently  began  a  four-year, 
so-called  Dem-Val,  for  "demonstra- 
tion and  validation."  This  is  intended 
to  produce  four  demonstration  air- 
craft, two  from  each  of  the  two  air- 
frame teams.  One  of  each  initial  de- 
sign will  use  the  Pratt  &  Whitney 
engine  and  the  other  a  new  General 
Electric  powerplant.  The  caution  is 
valid:  GE's  engine  development  is 
four  months  behind  schedule,  mostly 
because  it  is  trying  to  use  more  ad- 
vanced technology  than  P&W. 

:ing  pressure?  The  Air  Force  is 


paying  each  team  $691  million  for  the 
50-month  Dcm-Val  program,  but 
that's  barely  half  what's  actually 
needed.  Each  team  has  already  agreed 
to  put  up  $400  million  to  $500  mil- 
lion of  its  own  cash — and  more  if 
there  are  overruns  along  the  .way. 
That  kind  of  investment  adds  up  to  a 
risk  that  no  single  company  in  aero- 
space could.afford.  Hence,  teaming,  to 
share  the  burden. 

In  theory,  only  the  losing  team 
would  suffer,  but  in  the  case  of  ATF, 
all  could  end  up  losing.  The  reason 
lies  in  the  nature  of  the  Dem-Val 
phase.  The  four  aircraft  to  be  built  are, 
strictly  speaking,  not  prototypes  but 
demonstrators.  They  will  incorporate 
Stealth  and  the  other  technologies, 
but  as  the  program  progresses,  other 

George  Hall/Woodlin  Camp 


research  will  mature.  Colonel  Fain 
and  his  people  plan  to  write  a  formal 
specification  for  full-scale  develop- 
ment (FSD,  meaning  the  real  produc- 
tion ATF)  based  on  what's  learned 
from  the  teams'  nonflying  research, 
and  from  their  flying  demonstrators, 
and  to  rebid  this  FSD  contract. 

Another  real  possibility  is  that  ac- 
tual production  might  be  split  be- 
tween two  rivals.  That  adds  addition- 
al risks:  not  only  that  Congress  could 
easily  stretch  production  rates  out  at 
some  point  in  the  future  to  save  mon- 
ey, but  also  that  the  winner  might  not 
get  to  build  72  a  year,  which  many 
working  on  ATF  believe  is  the  mini- 
mum economical  rate. 

One  hope,  for  boosting  the  profit 
potential  of  the  ATF,  is  that  the  Navy 
may  reverse  its  normal  practice  and 
order  more  or  less  the  same  aircraft 
for  its  new  fighter  (it  needs  over  500). 


In  this  unlikely  event,  the  ATF  would 
turn  into  a  fairly  certain  moneymak- 
er. The  export  market,  almost  certain- 
ly, would  be  closed  for  many,  many 
years.  The  design  would  simply  be  too 
sensitive  to  let  it  go  quickly,  even  to 
close  allies. 

Cynics  do,  however,  see  a  way  that 
even  the  loser  might  be  saved  from  a 
major  loss — based  on  what  followed 
the  1970s  lightweight  fighter  contest, 
won  by  General  Dynamics'  FT 6.  Af- 
ter much  lobbying,  the  loser,  North- 
rop's  YF-17,  emerged  as  the  U.S.  Ma- 
rines' FT  8.  The  two  Dem-Val  designs 
have  already  been  "given  their  num- 
bers"—YF-22  for  Lockheed  and  YF-23 
for  Northrop — a  truly  significant  step 
in  the  Pentagon's  commitment  to  the 
new  military  plane.  Once  started, 
military  projects  full  of  pork-barrel 
potential  are  hardly  ever  canceled 
outright  by  Congress. 

The  likelihood,  however,  is  that  the 
nation's  air  defense  contractors  will 
not  make  money  on  this  plane,  and 
yet  will  be  unable  to  withdraw  from 
the  competition.  It's  hard  to  believe 
that  any  major  contractors  will  pull 
out — what  else  would  they  do  with 
their  factories?  Moreover,  similar  fi- 
nancial squeezes  are  being  put  on  con- 
tractors in  other  new  programs. 

Consider  just  the  surplus  capacity 
now  available.  Grumman  is  no  longer 
getting  the  handouts  of  Navy  work  as 
it  once  did,  Fairchild  lost  its  trainer 
contract,  LTV's  parent  is  in  Chapter 
11  and  Rockwell's  aviation  operation 
may  lose  its  profit  on  the  B-1B  after  it 
pays  its  share  to  put  the  bomber  right. 

The  questions  and  problems  posed 
by  the  Advanced  Tactical  Fighter 
project  are  probably  too  important  to 
be  left  to  the  politicians  who  will  re- 
solve them.  The  ATF  looks  very  like- 
ly to  provoke  a  serious  shakeout  and 
consolidation  among  contractors. 
And  yet,  if  we  do  not  build  it,  we  will 
be  stuck  with  top-of-the-line  jet  fight- 
er planes  based  on  technology  that's 
already  more  than  20  years  old.  One 
reason  the  Soviets  have  caught  up — 
besides  stealing  our  electronics — is 
that,  in  the  meantime,  they  have 
completed  half  a  dozen  new  designs, 
and  they  build  their  planes  quickly. 

So,  in  the  end,  the  biggest  question 
about'  ATF  is  not  the  technology  or 
the  sharing  of  risks,  but  whether  a 
Democrat-controlled  Congress,  be- 
guiled by  Gorbachev's  new  approach- 
es and  pressed  to  expand  social  pro- 
grams, will  fund  the  plane  adequately. 
Certainly  there  will  be  some  money, 
since  the  folks  back  home  need  the 
jobs  and  the  boost  to  local  economies. 
Besides,  unilateral  disarmament  has 
never  been  the  path  to  peace.  ■ 
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NEW  1987 
MAXIMA  GXE 

THE  SMART  SIDE 
OF  LUXURY 


NISSAN 


Nissan  proudly  invites  you  to  enter  our  world  of 
luxury. .the  elegant  world  of  Maxima.  It  begins 
with  crisp,  classic  design.  Stylish;  Beautiful! 

In  addition  to  Maxima's  outer  beauty  you'll  dis- 
cover power  can  be  beautiful  as  well.  Under  the 
hood  waits  a  fuel-injected,  3-liter  V-6  engine,  the 
same  engine  that  propels  the  awesome  300  ZX. 

inside  Maxima,  Nissan's  advanced  technology 
continues  to  shine.  The  most  wanted  luxury  fea- 
tures like  cruise-control,  reclining  bucket  seats, 
lumbar  support,  power  windows,  air  condition- 


ing, 6-speaker  am-fm  stereo  system  with  Dolby 
cassette  and  7-band  equalizer  and  much  more, 
are  all  standard. 

in  fact,  Maxima  for  '87  is  so  impressive,  Motor 
Trend  Magazine  called  it  the  "best  luxury  sedan 
under  $25,000."  And  for  the  record,  the  Maxima 
sticker  price  is  nearly  10,000  dollars  less. 

Extended-Service  Plan  available,  up  to  5  years/ 
100,000  miles.  Ask  about  Nissan's  Security-Plus  at 
participating  Nissan  dealers. 


THE  LUXURY  AND  PERFORMANCE  IS  MAXIMA. 

THE  NAME  IS  NISSAN 


What  became  of  Bill  Levitt,  whose  name 
was  a  synonym  for  solid,  low-cost  housing? 
These  days  he's  drowning  in  debts. 

Too  long 
at  the  party 


By  Lisa  Gubernick 

F|orty  years  after  he  began 
building  houses  in  a  Long  Island 
potato  field,  80-year-old  William 
J.  Levitt,  once  proud  possessor  of  a 
yacht,  a  68-acre  estate  and  a  S60  mil- 
lion stock  portfolio,  is  facing  rum. 
Bank  liens  cover  the  estate,  the  yacht 
is  gone,  and  last  month  Levitt  was 
evicted  from  his  Long  Island  business 
offices  for  nonpayment  of  rent. 

The  man  who  gave  Levittown,  N.Y. 
its  name  has  already  settled  three 
cases  with  the  New  York  State  attor- 
ney general — one  for  misuse  of  cus- 
tomer funds  in  a  failed  attempt  to 
build  a  Son  of  Levittown  in  Florida, 
the  other  two  involving  misuse  of  his 
own  charitable  trust.  Levitt,  who  de- 
clined to  be  interviewed,  now  owes 
over  SI  1  million  in  judgments. 

What  went  wrong?  The  story  begins 
in  1968,  when  Levitt,  then  61,  sold  his 
New  York-based  real  estate  develop- 
ment firm  to  Harold  Geneen's  ITT  for 
S60  million  in  stock.  These  were  the 
go-go  days,  when  ITT  stock  climbed 
higher  by  the  day.  To  enjoy  the  ride 
yet  avoid  capital  gains  taxes,  Levitt 
simply  used  the  stock  for  collateral 
for  bank  loans — money  with  which 
he  acquired  a  glamorous  third  wife 
and  a  lifestyle  to  match.  Unfortunate- 
ly, during  the  next  five  years  ITT's 
stock  went  from  S60  per  share  to  SI 5. 
The  banks  demanded  that 
Levitt  cash  in  stock  to  pay  off  the 
uncollateralized  portions  of  the  loans. 

Levitt  couldn't  get  back  into  the 
business  he  knew  best,  the  result  of  a 
ten-year  noncompete  agreement  with 
ITT.  But  ultimately,  ITT  did  agree  to 
let  him  build  in  areas  where  it  wasn't 
interested:  Nigeria,  Venezuela  and 
Iran,  for  instance.  Then  petrodollars 
dried  up,  and  the  Nigerian  and  Vene- 


zuelan projects  evaporated  with 
them.  Levitt  invested  S20  million  in  a 
Levittown  in  Iran,  but  that  was  stolen 
by  the  Ayatollah  and  his  friends. 

When  his  noncompete  clause  ex- 
pired in  1978,  Levitt  finally  went  back 
into  business  in  the  U.S.  That  fune  he 
announced  plans  for  a  10,000-house 
Levittown  in  Orlando,  Fla.  The  con- 


Daniel  Sbeehan  New-»da\ 


William  J.  Levitt 

Debt  was  his  downfall. 


cept:  houses  for  all  those  New  York- 
area  Levittown-ers  by  now  neanng  re- 
tirement. A  month  after  that  an- 
nouncement, the  Starrett  Housing 
Corp.,  which  had  purchased  what  was 
left  of  Levitt  &  Sons  from  ITT,  sued 
Levitt  over  the  use  of  the  name.  The 
court  prohibited  Bill  Levitt  from  us- 
ing "Levittown,"  and  he  could  not 
even  list  himself  as  the  builder  in  the 
offering  brochures.  He  coyly  called 
the  place  Williamsburg  instead. 

Problems  began  almost  immediate- 
ly. In  the  old  days  that  Levitt  knew 
best,  big  10,000-unit  projects  were  the 
norm,  with  row  after  row  of  cookie- 
cutter  houses.  There  were  no  hassles 
with  environmental  standards.  But  by 
the  time  of  Williamsburg,  much  had 
changed,  and  Levitt  ran  into  problems 
with  everything  from  sewer  design  to 
the  issuance  of  building  permits.  If 


houses  weren't  going  up,  Levitt  made 
no  money,  yet  his  finances  were 
stretched  to  the  snapping  point. 

According  to  an  audit  obtained  by 
the  Long  Island  newspaper  Newsday, 
during  the  first  16  months  of  the  proj- 
ect banks  poured  SI  1.1  million  into 
Levitt's  Williamsburg  development 
company,  International  Community 
Corp.  Levitt's  own  contribution? 
Zero — mainly  because  by  now  he  was 
increasingly  strapped  for  cash. 

Meanwhile,  he  had  begun  funneling 
money  out  of  the  development  firm 
for  personal  and  other  expenses.  By 
Sept.  30,  he  and  various  affiliated  or- 
ganizations owed  the  development 
firm  about  S5  million.  Workmanship 
on  the  project's  houses  began  to  suffer 
as  contractors  demanded  payment. 
Soon,  homeowners  were  picketing 
Levitt's  sales  office  waving  placards 
reading  "Fix  our  roofs." 

In  late  1981,  with  problems  multi- 
plying in  Orlando,  Levitt  blithely 
launched  another  4,500-house  project 
60  miles  away.  That  project  ran  into 
similar  woes,  and  in  1985  the  bank 
foreclosed  on  the  property.  Yet  still 
Levitt  forged  ahead,  announcing  plans 
for  a  third  Florida  project,  a  26,000- 
house  extravanganza  to  be  known  as 
Poinciana  Park. 

"I  heard  the  name  Bill  Levitt,"  says 
pensioner  Elizabeth  Zeller,  78,  who 
put  S500  down  on  one  of  Poinciana's 
houses,  "and  I  thought,  'What  could 
go  wrong?'  "  Plenty.  The  project  came 
apart  within  six  months,  when 
Levitt's  partner  in  the  deal,  Balti- 
more's now  infamous  Old  Court  Sav- 
ings &  Loan,  collapsed  in  bankruptcy. 

Meanwhile,  instead  of  escrowing 
such  deposits,  as  he  had  pledged  to  do, 
Levitt  used  them  for  everything  from 
office  expenses  to  paying  his  wife's 
department  store  bills.  Over  the  last 
ten  years  Levitt  also  illegally  bor- 
rowed millions  from  a  charitable  trust 
set  up  in  his  glory  days. 

The  New  York  State  attorney  gen- 
eral has  ordered  Levitt  to  repay  funds 
both  to  his  customers  and  his  trust. 
Williamsburg  deposit-holders  have 
been  paid,  but  many  Poinciana  depos- 
itors are  still  waiting.  On  Apr.  1  Lev- 
itt's interest  in  Poinciana  reverted  to 
Old  Court  Savings  &  Loan's  receiver. 
The  S20  million  due  from  Iran  is  tied 
up  in  court  proceedings  at  The  Hague. 
Accumulating  liens  may  well  absorb 
any  proceeds  from  the  sale  of  his  per- 
sonal estate,  which  Levitt  must  put 
up  for  sale  by  June  1. 

"It's  all  very  sad,"  says  Gary  Singer, 
who  heads  the  Florida  developer  Uni- 
bilt.  "The  man  should  have  retired 
before  he  tarnished  the  legend."  ■ 
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Hotels  &  Resorts 

THE  PEOPLE  AND  PLACES  OF  VVESTIN. 


The  traveller  must 
guard  against  fatigue. 


Fatigue  is  the  enemy 

of  clear  thinking 
and  enthusiasm,  two 
things  essential  to  the 
successful  conclusion  of 
business  matters.  The 
understanding  of  this 


Drena  Alexander, 
Director  of  Housekeeping 
The  Westin  Hotel,  Toronto 


principle  is  everywhere 

discoverable  at  every 
Westin  hotel  and  resort. 

Thus  the  Westin 
Housekeeper  surrounds 
the  guest  with  a  generous 

and  inviting  array  of 
fabrics  whose  texture  is 
designed  to  ease  tensions. 
Out  of  every  small  thing  a 
greater  thing  is  produced 
by  the  people  and  places  of 
Westin:  a  harmonious 
mixture  that  is  caring, 
comfortable,  civilized. 


ACAPULCO  •  ATLANTA  •  BOSTON  •  CALGARY  •  CANCUN  •  CHICAGO 
CINCINNATI  •  DALLAS  ■  DENVER  •  DETROIT  •  EDMONTON  ■  EL  P.ASO 
jORT  LAI  DERDALE  •  GUADALAJARA  •  GUATEMALA  CITY  ■  HONG  KONG  •  HOUSTON 
TtStAND  OF  H  AWAII  •  IXTAPA -JOHANNESBURG  •  KANSAS  CITY-  KAUAI  •  KYOTO 
i.  :JLOS  ANGELES  •  MANILA  •  MANZANILLO  •  MAUI  •  MAZATLAN  •  MEXICO  CITY 
M(  )NTERRF.Y  ■  NT  W  ORLEANS  •  NEW  YORK  •  OAHU  •  ORANGE  COUNTY  •  OTTAWA 

PHOENIX  ■  PITT  SB!  K(  ,H  •  PORTLAND  •  PUERTO  VALLARTA  •  PUSAN 
^  SALT  LAKE  CITY  ■  SAL  IILLO  •  SAN  FRANCISCO  •  SAN  FRANCISCO  AIRPORT 

SAN  SALVADOR  •  SEATTLE  •  SEOUL  •  SINGAPORE  •  STAMFORD  •  TOKYO 
TOROMO  •  I  U<  .S(  )\  •  I  ULSA  •  VAIL  •  VANCOUVER  •  WASHINGTON,  D.C  •  WINNIPEG 


Call  your  travel  consultant  or  800-288-3000. 

An  ALLEGIS  Company 


Like  businesses  adopting  corporate- wide  computing  strategies,  universities 
today  are  installing  campus- wide  networks.  But  Washington  University  in  St.  Louis 
is  not  only  connecting  computers  in  its  medical,  liberal  arts,  architecture  and  en- 
gineering schools;  it  is  also  redefining  what  we  can  expect  from  a  network.  The 
goal  is  to  provide  the  university's  world-renowned  Mallinckrodt  Institute  of 
Radiology  with  a  metropolitan  and  nationwide  network  for  the  transmission  of 
complex  diagnostic  images. 

Ronald  G.  Evens,  M.D.,  Mallinckrodt 's  Director  and  Head  of  the  medical 
school's  Department  of  Radiology,  comments:  "Sharing  these  images  instantly 

"Washington  University 
is  employing  Digital's 
computers  to  develop  a 
whole  new  picture  of 
what  networks  can  do." 

will  allow  us  to  get  the  very  best  specialists  working  together  no  matter  where 
they're  located  -  for  more  productive  research  and  better,  more  cost-effective 
patient  care."  On  the  choice  of  Digital,  Jerome  R.  Cox,  Jr.,  Sc.D.,  Chairman  of  the 
university's  Department  of  Computer  Science,  explains:  "Their  pioneering  work 
in  networking  and  full  line  of  compatible  products  made  Digital  our  choice." 

Could  a  better  network  improve  your  own  organization's  picture?  To  find 
out,  call  your  local  Digital  sales  office  today.  Or  write: 
Digital  Equipment  Corporation,  200  Baker  Avenue, 
West  Concord,  Massachusetts  01742. 


©  Digital  Equipment  Corporation  1987  The  Digital  logo  i>  a  trademark  i  il  I  )>nit.tl  Equipment  Corporation 


Ball  Corp.,  with  ten  years  of  record  net 
income  behind  it,  will  do  almost  anything 
for  another  record  year. 

A  passion  for 
fine-tuning 


By  Robert  Mo  Go  ugh 

W'hen  it  comes  to  showing 
steady  growth  in  earnings 
year  after  year,  Ball  Corp.  of 
Muncie,  Ind.  ($1.1  billion,  1986  reve- 
nues) is  in  a  league  by  itself.  Yet  with 
manufacturing  activities  in  every- 
thing from  mason  jars  to  satellites, 
the  company  stood  to  suffer  badly 
from  last  year's  repeal  of  the  invest- 
ment tax  credit.  Net  income  looked  to 
rise  by  only  6%,  well  below  its  target 
of  13%. 

But  was  Ball  worried?  Nope.  On 
Dec.  28  the  company  simply  sold  off  a 
chunk  of  its  passive  investment  in 
Dorsey  Corp.  stock  for  an  aftertax 
profit  of  $2.3  million.  Combined  with 
another  divestiture,  the  sale  allowed 
Ball  to  report  a  14%  gain  in  net  in- 
come, continuing  a  ten-year  record  of 
14%  compounded  annual  increases  in 
net  earnings.  "I  have  never  seen  such 
incredibly  smooth  income  growth," 
says  Steven  Johnson,  a  professor  of 
accounting  at  the  Columbia  Business 
School. 

Such  consistency  has  brought  Ball's 
shareholders  rich  rewards.  While  the 
S&P's  500  has  tripled  since  1976, 
Ball's  stock,  currently  selling  at  42, 
has  grown  tenfold.  The  writers  of  A 
Passion  for  Excellence  sought  to  in- 
clude Ball  in  their  book — an  honor 
Ball's  chairman,  Richard  Ringoen, 
turned  down.  "It's  the  kiss  of  death," 
says  he.  "Have  you  looked  at  what 
happened  to  those  companies?" 

Ball  fine-tunes  everything  as  care- 
fully as  it  does  its  accounting.  The 
company  chooses  its  eclectic  product 
mix,  which  ranges  from  beer  cans  to 
atomic  clocks,  to  avoid  overlapping 
industries.  With  mathematical  preci- 
sion, it  rewards  employees,  down  to 
the  level  of  plant  foreman,  for  hitting 
targets.  Says  Ringoen,  "You've  got  to 


Scotl  Gold«nilh 


Ball  Corp.  's  Richard  Ringoen 
Trying  not  to  jar  shareholders. 


be  on  top  of  everything." 

Ball's  earnings  may  be  fine-tuned, 
but  they  are  not  phony.  Cash  flow 
from  operations  has  grown  at  a  com- 
pounded 19%  annual  rate  for  ten 
years,  even  faster  than  net  income.  "I 
think  it's  in  the  best  interest  of  the 
shareholders  not  to  have  the  stock  too 
volatile,"  Ringoen  says.  "You  don't 
want  to  double  your  income  one  year 
and  be  down  the  next.  That's  stupid." 

Ball  Corp.  was  founded  107  years 
ago  by  five  brothers  as  a  maker  of 
wooden-jacketed  tin  cans.  Today 
some  $500  million  of  its  revenues  still 
comes  from  beverage  cans.  To  assure 
product  quality,  Ball's  taste  panels 


meet  regularly  to  sample  beer.  The 
panel  members  claim  they  can  pick 
up  a  Budweiser  and,  on  taste  alone, 
tell  you  where  it  was  brewed. 

Satellites  are  a  far  cry  from  mason 
jars,  but  Ball  has  been  making  them 
since  1960.  It  got  into  the  business  by 
mistake,  buying  a  company  that  man- 
ufactured precision  weighing  devices. 
Though  the  business  flopped  for  Ball, 
the  new  employees  redeemed  them- 
selves with  a  missile  guidance  sys- 
tem. As  revenues  from  NASA  have 
shrunk,  Ball  has  taken  on  defense  con- 
tracts, including  Strategic  Defense 
Initiative  work. 

Other  products  in  the  technical 
products  division,  which  had  sales  of 
$188  million  last  year,  include  an 
atomic  clock,  which  measures  time 
to  within  one  second  every  3  million 
years,  and  an  automated  visual  in- 
spection system,  which  is  being  in- 
stalled in  Ball's  mason  jar  lid  produc- 
tion lines.  An  industrial  products  di- 
vision turns  zinc  into  copper-plated 
pennies. 

Ringoen  reveals  his  background  as 
an  engineer  when  he  compares  the 
company  to  a  servomechanism,  a 
power-control  device  that  continually 
corrects  its  own  performance.  Ball 
fine-tunes  its  businesses  by  measur- 
ing performance  monthly  against  plan 
expectations.  Within  five  days  of  the 
month's  end,  managers  know  if  they 
need  to  start  cutting  costs. 

Bonuses  for  meeting  targets  are  gen- 
erous. Plant  foremen  can  earn  up  to 
20%  of  their  base  salaries  by  coming 
in  under  target  for  machine  down- 
time. The  top  five  officers  of  Ball 
made  more  money  on  their  stock  op- 
tions last  year  than  on  their  salaries. 

After  such  a  long  runup,  is  Ball 
stock  still  a  buy?  Ball  did  a  secret 
study  of  its  breakup  value  and  found 
the  firm  still  undervalued  by  Wall 
Street.  "I  can't  really  talk  about  this," 
says  Ringoen.  With  the  company  car- 
rying real  estate  on  its  books  at  19th- 
century  prices,  the  firm's  businesses 
could  indeed  command  a  higher  value 
if  they  were  sold  separately. 

That  study  seems  to  be  one  reason 
Ball  voted  staggered  director  terms, 
"poison  pill"  preferred  stock  and  "fair 
price"  takeover  defenses  last  year. 
About  54%  of  Ball  is  in  friendly 
hands,  including  41%  owned  by  125 
descendants  of  the  Ball  brothers.  But 
about  30%  of  Ball's  stock  is  in  trusts. 
At  a  high  enough  price,  their  trustees 
would  have  a  fiduciary  duty  to  sell. 

That  would  be  a  shame.  If  Ball  were 
swallowed  up,  or  broken  up,  would  it 
lose  its  passion  for  consistency?  Rin- 
goen hopes  that  remains  an  unan- 
swered question.  ■ 
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CUSTOMER  INFORMATION  FROM  GENERAL  MOTORS 


HOW  GM  DEVELOPED  A 
NEW  PRODUCTION  METHOD 

TECHNOLOGY,  PEOPLE,  AND  BETTER-BUILT  CARS 


In  the  early  1980s,  General 
Motors  set  out  to  bring  about  an 
industrial  renaissance  in  America. 
The  most  difficult  part  was  to 
acknowledge  that  we  could  no 
longer  build  cars  in  the  tradi- 
tional manner. 

We  had  to  go  to  the  heart 
of  America's  industrial  problem. 
We  had  to  develop  and  imple- 
ment a  new  method  of  produc- 
tion. And  we  had  to  pay  for  it. 

To  gain  the  competitive 
edge,  and  keep  it,  we  had  to 
invest  tens  of  billions  of  dollars. 
Merely  to  match  the  quality  of 
others  would  not  be  enough. 
We  had  to  leapfrog  our  compe- 
tition. It  would  be  hard,  and  it 
would  be  costly. 

Old  ways  had  to  change. 

Adam  Smith  had  written  about 
the  division  of  labor  in  the  18th 
century.  His  thinking  drove  the 
industrial  revolution  of  the  19th. 
Mass  production  gained  new 
efficiency  early  in  this  century 
when  Henry  Ford  conceived 
the  assembly  line.  And  when 
Frederick  Taylor's  time-and- 
motion  studies  were  added,  the 
assembly  line  became  very  effi- 
cient—but very  rigid. 

The  great  flaw  in  the  as- 
sembly line  concept  is  that- 
followed  to  its  extreme— it  tends 
to  exclude  the  creative  and  mana- 


gerial skills  of  the  people  who 
work  on  the  line.  With  the  advent 
of  computers,  robotics,  and  other 
new  technologies,  the  problems 
of  the  old  method  increased 
enormously.  But  at  the  same 
time,  whole  new  areas  of  oppor- 
tunity opened. 

We  believe  that  new  tech- 
nology must  be  integrated 
with  new  social  systems  in  a 
human  partnership.  A  partner- 
ship that  gives  people  authority 
over  machines  and  responsibility 
for  their  work.  Once  people 
are  put  in  charge  of  machines, 
their  creativity  is  unleashed. 

That  requires  new  kinds  of 
plants  and  new  kinds  of  man- 
agement. It  requires  people  who 
know  about  technology  and  can 
work  with  machines  and  with 
each  other. 

As  we  began  to  implement 
the  new  method,  we  had  to  guard 
against  too  much  automation 
and  too  little  training.  So  we 
redesigned  some  of  our  processes 
and  broadened  our  training  ef- 
forts. In  the  process,  we  became 
the  largest  private  educational 
institution  in  the  world. 

Finally,  the  new  production 
method  requires  skills  in  sys- 
tems design  and  electronics  that 
were  not  available  in  the  auto- 
mobile industry.  So  we  acquired 
EDS  and  Hughes  Aircraft  to  get 
those  skills.  Each  plant  has  to 
be  a  single  system,  every  part 
of  which  is  responsive  to  other 
parts,  and  all  plants  part  of  the 
overall  new  GM  method  of  pro- 
duction. 


What  are  the  benefits  to 
our  customers?  We  are  already 
the  leader  in  safety.  The  Insur- 
ance Institute  for  Highway  Safe- 
ty has  rated  GM  cars  best  for 
nine  consecutive  years,  based 
on  overall  injury  claim  experi- 
ence. Now,  in  only  the  past  few 
years,  we've  greatly  improved 
the  quality  of  the  fit  and  finish 
of  our  cars.  The  driveability 
(that's  the  way  the  powertrain 
operates  when  it's  in  the  car)  of 
our  cars  has  also  improved  sig- 
nificantly, according  to  our  cus- 
tomer oriented  quality  audit. 

In  fact,  based  on  this  rigor- 
ous audit,  many  GM  cars  are 
already  world  class.  We  are 
vying  with  our  most  formidable 
competitors  to  see  who  will  set 
the  standards  for  the  world. 

Our  goal  is  to  be  the  undis- 
puted quality  leader  in  every 
price  class  in  which  we  compete. 
And  we're  on  the  way. 

The  vision  is  paying  off. 

This  advertisement  is  part  of 
our  continuing  effort  to  give 
customers  useful  information 
about  their  cars  and  trucks  and 
the  company  that  builds  them. 


Chevrolet  •  Pontiac 
Oldsmobile  •  Buick 
Cadillac  •  GMC  Truck 


They  sneered  when  Sears  launched  yet  an- 
other credit  card,  but  not  many  people  are 
laughing  now. 


The  rise  of 
Discover 


By  Steve  Weiner 


Against  long  odds,  Sears'  15- 
month-old  Discover  card  has 
i  developed  into  a  winner,  cer- 
tainly the  biggest  surprise  in  the  tur- 
bulent but  profitable  credit  card  mar- 
ket (average  return  on  equity,  40% 
plus).  With  Discover  taking  hold, 
Sears  moves  that  much  closer  to  the 
elusive  but  beguiling  goal  of  becom- 
ing a  true  department  store  for  finan- 
cial services. 


Let's  be  clear.  Sears  itself  predicted 
hefty  losses  on  the  card  at  first,  and  it 
certainly  got  that  right.  Discover  was 
a  $106  million  loser  last  year  and 
could  drop  another  $80  million  this 
year.  In  addition,  Sears  launched  the 
card  into  a  market  saturated  by  more 
than  170  million  bank  cards  and  al- 
ready sodden  with  record  levels  of 
debt,  much  of  it  turning  bad. 

Sears  won  few  points  for  its  early 
Discover  promotions.  Initial  advertis- 
ing looked  good  but  didn't  distinguish 


Discover  as  a  "financial  services 
card."  While  American  Express  and 
Visa  promised  glamour  and  security, 
some  of  Discover's  promotional  ef- 
forts were  belly  laughs — discounts  on 
meals  at  Denny's  restaurants,  for  ex- 
ample, and  a  coupon  good  for  50%  off 
the  price  of  a  psychiatric  exam. 

Some  big  stores  have  resisted,  figur- 
ing that  accepting  the  Discover  card  is 
like  feeding  an  enemy.  And  Discover, 
with  its  19.8%  interest  rate,  is  espe- 
cially vulnerable  to  competition  from 
the  many  cards  with  lower  finance 
charges.  No  wonder  the  competition 
has  been  crowing.  "The  score  is  pretty 
much  stacked  against  them,"  says  Ed- 
win Cooperman,  president  of  Ameri- 
can Express  Co.'s  U.S.  card  division. 
"In  this  hockey  game,  the  score  is  3  to 
0  with  two  minutes  to  go." 

But  the  game  isn't  over.  Never  un- 
derestimate a  name  as  trusted  or 
pockets  as  deep  as  Sears'.  The  card 
already  is  held  by  more  people  (13 
million)  and  accepted  by  more  mer- 
chants (550,000)  than  anyone  antici- 
pated. What's  more,  it's  being  used. 
By  the  end  of  1986,  receivables  totaled 
$1.27  billion  on  charge  volume  of 
close  to  $2  billion.  The  average  ac- 
count balance — more  than  $500 — is 
greater  than  that  of  the  Sears  store 
card,  even  with  the  latter's  slightly 


A  plastic  pilgrim's  progress 


By  most  standard  measures,  the  Discover  card  is  a  press.  But  growth  began  to  surge  late  last  year,  and 
poor  relation  to  Visa,  MasterCard  and  American  Ex-    merchants  and  Sears  expect  volume  to  double  in  1987. 
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Did  Czar  Nicholas 
quibble  with  Carl  Faber; 
over  the  price  of  eggs? 


lower  average  interest  rate. 

Just  as  impressive,  fewer  than  20% 
of  Discover  purchases  are  made  at 
Sears  stores.  The  industry  snickered 
when  Sears  offered  a  savings  account 
along  with  its  card.  But  the  account 
initially  pays  a  point  or  more  over 
market  rates,  and  Discover  holders 
have  deposited  nearly  $400  million. 
Average  account  balance  is  an  aston- 
ishing $13,000.  Surveys  by  American 
Banker  found  that  Sears  has  emerged 
in  the  consumer's  mind  as  the  num- 
ber one  provider  of  financial  services, 
surpassing  American  Express. 

"The  Discover  card  will  not  only 
work,  it  will  be  the  most  profitable 
Sears  business,"  according  to  Edward 
Weller,  a  partner  in  Montgomery  Se- 
curities, the  San  Francisco  invest- 
ment banking  house.  Like  Sears,  he 
expects  Discover  to  turn  profitable 
next  year. 

What  makes  Discover  work?  The 
Sears  name,  of  course,  is  a  powerful 
draw.  Sears  has  made  the  most  of  it  by 
offering  the  card  first  to  25  million  of 
its  best  customers.  Better  yet,  it's  free, 
and  no  annual  fee  will  be  levied  until 
at  least  next  year,  if  then. 

Sears  rebates  to  card  users  up  to  1  % 
of  purchases,  not  just  in  credits  on 
merchandise  like  other  outfits,  but  in 
cash.  And  the  card  has  won  a  mer- 
chant following  by  charging  the  in- 
dustry's lowest  fees,  averaging  below 
2%  of  charges,  compared  with  2%  to 
3%  for  Visa  and  MasterCard  and  5% 
or  more  for  American  Express. 

Spencer  Nilson,  Los  Angeles-based 
publisher  of  a  credit  card  newsletter, 
says  the  Sears  formula  can't  work  be- 
cause its  bad-debt  losses  will  be  too 
high  and  its  revenue  too  low.  But  Nil- 
son's  calculations  miss  two  critical 
points.  First,  Sears  does  plastic  for  less 
because  its  fixed  costs  for  computers 
and  communications  are  applied  to 
two  credit  systems,  Discover  and  the 
store  card,  and  not  just  to  the  usual 


one.  And  Discover  isn't  simply  a 
stand-alone  business  venture — it's 
the  delivery  system  on  which  the  en- 
tire Sears  Financial  Network  is  based. 
So  Sears  should  pick  up  an  added  prof- 
it punch  as  it  plugs  in  more  of  its 
financial  network,  including  Dean 
Witter's  retail  brokerage,  Sears  mort- 
gages, Allstate  Insurance  and  Cold- 
well  Banker  in  real  estate. 

Discover's  list  of  cardholders,  for 
instance,  is  already  used  to  market 
auto  loans,  and  market  researchers 
believe  Sears  will  tie  home-equity 
credit  into  the  card.  In  effect,  Discov- 
er already  is  Sears'  "vehicle  into  na- 
tional banking  for  consumers,"  says 
Mark  Kamm,  executive  vice  president 
of  SMR  Research  Corp. 

No  startup  is  bulletproof,  of  course. 
Discover  may  be  squeezed  by  compet- 
itors like  Optima,  the  new  American 
Express  card  with  a  13.5%  line  of  re- 
volving credit.  Discover's  writeoffs 
for  bad  debt,  at  an  estimated  3%  or 
less  (the  industry  average  is  3%  to 
3.5% ),  may  well  rise.  But  credit  losses 
are  part  of  the  capital  cost  of  launch- 
ing a  new  business  like  this  one. 

Another  danger  is  that  Congress  and 
state  lawmakers  may  legislate  lower 
finance  charges  or  restrict  growth  of 
nonbank  banks,  including  Greenwood 
Trust  Co.,  which  issues  Discover.  But 
Discover  has  already  overcome  obsta- 
cles as  significant.  "Sears,  with  so 
much  tied  up  in  it,  will  continue  its 
commitment  to  make  this  success- 
ful," concedes  another  competitor,  A. 
Wayne  Johnson,  executive  vice  presi- 
dent of  Visa  U.S.A.  Inc. 

There's  a  pointed  historic  twist  to 
Discover's  victory.  The  Sears  unit 
that  runs  the  card  is  bossed  by  Robert 
E.  Wood  II,  grandson  of  Gen.  Robert  E. 
Wood,  the  legendary  chairman  who 
pioneered  bedrock  Sears  ventures  like 
retail  stores  and  auto  insurance.  Peo- 
ple sneered  at  those  "risky"  ideas,  too. 
Some  people  never  learn.  ■ 


JohnnieWalker@ 
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Bernie  Marcus  came  to  his  senses  just  in 
time,  and  his  Home  Depot  retail  chain  is 
hot  again.  But  how  much  did  he  learn? 


Do-it-yourself 
debacle 


By  Lisa  M.  Keefe 


Home  Depot  is  back.  Its  foot- 
ball-field-size warehouse 
stores,  packed  floor  to  ceiling 
two  stories  high  with  merchandise, 
sell  everything  from  lumber  and 
plumbing  fixtures  to  telephones,  light 
bulbs  and  ceramic  tile.  The  discount 
prices  are  right  on  this  bewil- 
dering assortment  of  handy- 
man's paraphernalia.  And  in 
the  last  year  the  chain  has  di- 
gested a  slug  of  new  growth, 
and  management  has  finally 
gotten  its  arms  around  the 
25,000-items-per-store  inven- 
tory. Sales  were  up  44%  last 
year,  to  $1  billion,  and  earn- 
ings nearly  tripled,  to  a  record 
$23.8  million. 

Little  wonder  that  investors 
once  again  are  agog.  The  stock 
recently  traded  at  295/a,  33 
times  earnings.  But  that's 
nothing  compared  with  1983, 
when  Bernard  Marcus,  Home 
Depot's  cofounder  and  chair- 
man, was  being  lionized  by 
Wall  Street  and  the  trade  press 
as  a  new  star  in  do-it-yourself 
marketing.  In  the  first  nine 
months  of  1983,  the  stock  had 
risen  160%,  to  3 l3A—  77  times 
earnings. 

No  way  could  that  last.  And,  of 
course,  it  didn't.  Marcus'  problem, 
among  other  things,  was  that  he  be- 
lieved his  press  clippings  and  appar- 
ently decided  he  was  invincible.  In 
slightly  more  than  a  year,  he  more 
than  doubled  the  number  of  Home 
Depot  stores,  from  22  to  50.  This  at  a 
time  when  the  industry,  including 
tough  competitors  such  as  Mr.  How 
and  Builders  Square,  was  already 
groaning  with  overcapacity.  "Every- 
body said  we  could  handle  it,  there 


was  such  euphoria,"  recalls  Marcus. 

He  and  Arthur  Blank,  Home  De- 
pot's president,  started  the  Atlanta- 
based  company  in  1978  after  both 
were  fired  in  a  management  shakeup 
at  the  Handy  Dan  home  center  chain. 
A  brash,  egotistical  man,  Marcus, 
now  57,  claims  to  know  exactly  when 
things  turned  bad.  It  was  December 


Home  Depot  Chairman  Bernard  Marcus 
"Everybody  said  we  could  handle  it.' 


1984,  when  Home  Depot  paid  $38.4 
million,  163%  over  book  value,  for 
the  9-store  Bowater  warehouse  chain 
in  Texas,  Louisiana  and  Alabama.  "It 
was  a  horror  story,"  Marcus  says  now. 
"Those  9  stores  created  the  problems 
of  20."  Bo  water's  reputation  was  dis- 
mal, its  merchandise  did  not  match 
Home  Depot's,  and  eventually  nearly 
all  the  Bowater  employees  had  to  be 
dismissed. 

A  major  mistake,  certainly,  but 
there  were  other  problems  just  as  seri- 


ous. Although  Home  Depot  sales  rose 
by  62%  in  1985,  to  $700  million,  the 
cost  of  its  sales  rose  even  faster.  Re- 
sult: Earnings  fell  42%,  to  $8.2  mil- 
lion. Burdened  by  the  new  store  open- 
ings— a  single  Home  Depot  store  can 
cost  $8.1  million  to  open — long-term 
debt  went  from  $4  million  to  $200 
million  in  just  two  years. 

Moreover,  most  of  its  new  stores 
were  in  eight  brand-new  markets. 
Promotional  pricing  cut  into  earn- 
ings, advertising  costs  tripled  in  two 
years  and  management  attention  was 
diverted  from  existing  stores,  where 
sales  failed  to  meet  expectations  for 
the  first  time. 

By  the  end  of  1985,  his  stock  having 
collapsed  to  12 'A,  Bernie  Marcus  real- 
ized a  tough  new  operations  plan  was 
in  order.  First,  he  abandoned  his  fran- 
tic expansion  program.  Last  year 
Home  Depot  did  add  10  stores  to  its 
base  of  50,  but  all  in  existing  markets. 

Then,  with  the  help  of  a  new  stock 
offering,  2.99  million  shares  at  $17 
each,  last  October,  Marcus  restruc- 
tured and  reduced  his  debt,  installed 
the  major  parts  of  a  computerized  in- 
ventory control  system  and  improved 
Home  Depot's  management 
training. 

He  seems  to  have  learned 
quite  a  bit  from  his  trial  by 
fire.  But  so,  perhaps,  has  the 
competition.  Both  Zayre 
Corp.'s  HomeClub  and  K 
mart's  Builders  Square,  though 
still  apparently  losing  money, 
are  eating  up  market  share 
across  the  country.  Builders 
Square,  dipping  into  K  mart's 
deep  pockets,  already  has  93 
stores  operating  and  another 
31  planned  to  open  this  year. 
There  are  31  HomeClub 
stores,  with  5  to  come  this 
year.  Home  Depot  competes 
with  Builders  Square  primarily 
in  Florida  and  meets  Home- 
Club in  its  own  backyard  in 
Los  Angeles.  And  there  are  in- 
dications that  the  market  is 
again  moving  toward  satura- 
tion. Marcus  says  his  five-year 

  goal  is  at  least  80  more  stores 

and  eight  new  markets.  There  are  now 
some  220  warehouse  home  centers 
across  the  country.  But  one  respected 
industry  study  warns  there  will  be 
room  for  a  total  of  only  400  by  the 
early  1990s  in  the  120  markets  where 
they  can  be  profitable. 

Marcus'  response?  "Their  numbers 
are  all  wet,"  he  says.  "Every  year  we 
find  new  opportunities,  and  I  don't 
know  where  the  cap  is.  By  1995  you'll 
see  who's  right  and  who's  wrong." 
Right  again,  Mr.  Marcus.  ■ 
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the  Hearst  Centennial. 

100  Years  Of  Making 
Communications  History. 


Tb  Celebrate, 
Hearst  Is  PROUDlb 
PresentATelevision 
EventTelat  Is  History 
In  The  Making. 


f 


THE  * 

Presidency 

_  AND  THE 

Constitution 


A  historic  seven  part  television  series  exploring  constitutional  issues 
with  President  Jimmy  Carter,  President  Gerald  R.  Ford 
and  many  other  prominent  Americans. 

Produced  by  the  Columbia  University  Seminars  on  Media  and  Society. 

Begins  Tuesday,  May  5th,  10PM  on  PBS-TV.* 

Brought  to  you  by  The  Hearst  Corporation 
In  Celebration  of  its  100th  Anniversary 
In  American  Journalism. 


mm 


"Your  Public  Broadcasting  television 
station  may  broadcast  this  series  later 
in  the  week  In  San  Francisco  and 
Boston  it  will  be  aired  in  June  Please 
check  local  listings  to  confirm  date  and 
time  Media  and  Society  Seminars  is 
solely  responsible  for  the  content  of 
these  programs 


The  Hearst  Corporation 

1887  100  Years  of  Making  Communications  History  1987 


Japanese  automakers  have  been  pretty  well 
closed  out  of  Korea.  So  they  are  moving 
into  Taiwan  in  a  big  way. 


End  run 


By  Andrew  Tanzer 

T|his  spring  Isuzu  will  quietly 
begin  shipping  its  jeeplike 
Trooper  from  Taiwan  to  the  U.S. 
Within  the  next  two  years  Toyota, 
Nissan,  Fuji  Heavy  and  Daihatsu  will 
start  exporting  cars  from  Taiwan, 
again  largely  to  the  U.S. 

Building  cars  in  Taiwan  is  a  part  of 
the  Japanese  strategy  to  counter  the 
inroads  Korea's  Hyundai  has  made  at 
the  lower  end  of  the  auto  market.  It  is 
also  a  possible  way  to  dodge  quotas  in 
the  U.S.  and  other  big  export  markets. 
Japan's  textile  and  color-TV  makers 
made  similar  use  of  this  former  Japa- 
nese colony  in  the  1970s.  Daihatsu, 
which  will  begin  selling  cars  in  the 
U.S.  this  fall,  holds  a  U.S.  quota  of  only 


1 1,500  cars.  Next  year  it  will  probably 
begin  getting  around  the  quota  by  ex- 
porting its  Charade  minicar  from  Tai- 
wan to  the  U.S.  and  Europe. 

On  the  minicar  front,  where  the 
South  Koreans  are  making  big  strides, 
Nissan  is  drawingplans  to  make  its  1 .2- 
liter  March  in  Taiwan,  probably  from 
1989,  and  export  it  to  the  U.S.  And 
Subaru  of  America  began  selling  the 
1.2-liter  made-in- Japan  Justy  in  Janu- 
ary 1987  for  a  base  price  of  $5,500 — 
slightly  higher  than  Hyundai's  Excel. 
Fuji  Heavy  Industries,  maker  of  Subaru 
cars,  is  building  a  60,000-unit  plant  in 
southern  Taiwan  with  Taiwan  Vespa,  a 
scootermaker.  Fuji  will  begin  export- 
ing the  Justy  from  its  Taiwan  factory  to 
the  U.S.  in  1989. 

Taiwan  is  a  latecomer  to  the  interna- 


tional auto  scene  and  is  making  its 
entrance  in  an  era  when  there  is  consid- 
erable overcapacity  in  the  world  indus- 
try. South  Korea  got  in  much  earlier, 
avoided  a  fragmented  industry  and 
built  economies  of  scale  through  gov- 
ernment intervention.  Seoul  thumbed 
its  nose  at  the  principles  of  fair  and  free 
trade  and  dictated  the  number  of  car- 
makers (twountil  recently),  closing  the 
domestic  market  to  imports.  Today 
South  Korea  has  a  booming  auto  indus- 
try, competitive  in  world  markets. 

Taipei,  whose  small  local  auto  in- 
dustry was  once  heavily  protected, 
has  followed  a  more  open  policy  re- 
cently, permitting  foreign  investors  to 
come  in  and  lowering  tariffs  on  cars 
every  year.  Imports  surged  61%  last 
year,  to  26,134,  or  19%  of  the  passen- 
ger car  market. 

To  judge  simply  on  the  number  of 
cars  exported,  the  autarkic  and  pro- 
tectionist Korean  formula  has  worked 
far  better  in  terms  of  building  a  viable 
industry.  But  the  last  chapter  hasn't 
been  written.  Taiwan's  6  million  mo- 
torbikes are  being  replaced  by  cars  as 
the  nation  rises  fast  toward  a  Western 
standard  of  living.  The  Japanese  want 
a  piece  of  this  domestic  market  and 
are  investing  in  local  assemblers  and 
bringing  in  parts  technology. 

Parts  also  play  a  major  role  in 
Taiwan's  strategy.  Toyota,  for  in- 
stance, is  investing  in  Taiwan,  along 
with  20  of  its  parts  affiliates,  including 
$7  billion  (sales)  Nippondenso.  Like 
many  Japanese  automakers,  Toyota 
will  export  some  parts.  There  is  reason 
to  believe  the  Taiwan  government 
thinks  Taiwan's  future  in  an  over- 
crowded world  auto  market  lies  in 
exporting  components  rather  than  fin- 
ished cars.  Car  parts  are  already  a  big 
export  industry  in  Taiwan — ship- 
ments jumped  50%  in  1986,  to  $750 
million — but  production  is  mostly  for 
the  after-sales  rather  than  the  original- 
equipment  market.  Taiwan  hopes  the 
infusion  of  Japanese  technology  will 
raise  quality  and  make  Taiwan  a  place 
where  international  automakers  will 
shop  for  components.  "We  want  to  be  a 
supermarket  of  components,"  says 
Kuo-an  Hsu,  the  Economics  Ministry's 
vice  minister. 

The  Japanese  like  Taiwan  as  a  place 
for  manufacturing  because  its  work 
force  reminds  them  of  Japan's:  indus- 
trious, dedicated  and  highly  educated. 
Auto  industry  wages  are  about  one- 
fifth  the  level  of  Japan's  and  one-sev- 
enth that  of  the  U.S.  With  the  Korean 
industry  closed  to  new  investors,  the 
Japanese  see  Taiwan  as  a  way  to  com- 
pete with  the  Koreans  in  the  lower 
end  of  the  auto  market  and  in  the 
components  market.  ■ 


Anihonv  Suau  Black  Star 


Inspector  in  Taiwan  car  factory 

Waking  Taiwan  a  source  for  automobile  components. 
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For  years  now  Subaru  has  brilliantly  ex- 
ploited a  niche  in  the  auto  market,  but 
nobody's  niche  is  safe  these  days. 

It's  tough,  but 
it  isn't  doomsday 


By  Richard  Phakm 


What  price  the  yen? 


The  Japanese  import  share  of  the  U.S.  new  car  market  is  slipping.  The 
swift  incursion  of  South  Korean  makes,  mainly  the  Hyundai  Excel,  is 
giving  the  Japanese  a  run  for  their  money.  Another  bugaboo  is  the  rising 
yen,  which  has  priced  many  imports  at  premiums  well  over  comparable 
American  models.  Buyers  seem  less  willing  to  pay  that  premium. 
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Source:  Ward's  Automotive  Reports 


If  Harvey  Lamm  were  anything 
but  a  realist  with  a  lot  of  moxie, 
he  would  still  be  running  the  fam- 
ily furniture  business  instead  of  head- 
ing Subaru  of  America,  Inc.,  and  he 
wouldn't  own  $4.4  million  worth  of 
Subaru's  stock.  His  assessment  of  the 
painful  transition  Subaru  has  begun 
to  pick  its  way  through  is  typically 
without  embellishment:  "We're  mov- 
ing from  an  artificial  environment  to 
a  new  world.  It's  tough,  but  it's  not 
doomsday." 

Subaru  has  come  a  long  way  from 
its  shaky  beginning  in  1968,  when 
cofounder  Lamm  put  up  $25,000  to 
help  get  the  company  going  as  an  im- 
porter and  distributor  of  cars  made  by 
Japanese  auto  producer  Fuji  Heavy  In- 
dustries. Subaru  has  found  a  $1.9  bil- 
lion market  in  the  medium-price 
front-  and  four-wheel-drive  car  mar- 
ket. It  has  become  almost  a  cult  car  to 
its  admirers. 

The  rewards  are  a  powerful  argu- 
ment for  specialization:  a  50%  return 
on  equity  over  the  last  five  years  that 
has  consistently  ranked  Subaru  at  the 
top  of  U.S.  industry.  Lamm  and  his 
fellow  investors  (Fuji  Heavy  owns 
49%  of  the  48.5  million  shares  out- 
standing) have  benefited  handsomely 
from  a  stock  that  has  climbed  from  an 
initial  adjusted  price  of  25  cents  to  as 
high  as  $39  before  subsiding  to  a  re- 
cent 17V4. 

But  all  this  was  with  a  yen  that  sold 
as  low  as  250  to  the  dollar  and  before 
the  Koreans  began  to  bite  into  the 
lower  part  of  the  small-car  market.  In 
the  tough  new  world  Lamm  now  sur- 
veys, superlatives  are  a  lot  harder  to 
come  by.  For  the  first  time  in  a  dozen 
years  earnings  are  going  to  be  flat. 

Not  surprisingly,  Subaru,  along 
with  most  Japanese  makes,  has  been 
losing  market  share — from  about 
1.85%  of  U.S.  auto  sales  in  the  first 
part  of  last  year  to  1.5%  in  the  first 
part  of  this  year,  according  to  Nomura 
Securities  analyst  Donald  DeScenza. 

Lamm  clearly  is  keeping  his  cool.  In 
the  first  quarter  of  this  year,  profit 
margins,  though  down  from  a  year 
earlier,  still  came  to  4.4%  on  sales. 
But  the  fact  remains  that  the  competi- 
tion has  never  been  tougher.  Japanese 
producers'  share  of  the  market  (see 
chart)  has  slipped  sharply  since  the 
bulge  of  last  November.  "Trans- 
plants"— Japanese  nameplates  pro- 
duced in  U.S.  plants — have  made  up 
some  of  the  market  share  lost  by  the 
Japanese  imports,  but  South  Korea's 
upstart  entry,  the  Hyundai  Excel,  has 
also  taken  sales  that  once  would  have 
gone  to  the  cheaper  Japanese  makes. 
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Thanks  to 
modern  medicine, 
he'll  nowbe  able 


to  outlive  his  saving 


Advancements  in  medicine  are  helping 
Americans  live  longer  than  ever.  But  not  everyone 
is  financially  prepared  for  a  longer  life. 

Particularly  retirees  who  end  up  needing 
expensive  long-term  care.  Currently,  that's  6 
million  people.  That  number  should  be  14  million 
by  the  year  2020. 

Personal  savings  are  seldom  enough  to  pay 
the  costs  of  retirement  health  care.  And  Medicare 
and  Medicaid  are  only  a  partial  solution.  Com- 
panies with  retirement  health  care  benefits  also 
face  the  problem  of  unfunded  future  liabilities. 

Additional  solutions  must  be  found  to  address 
this  retirement  health  care  cost  issue  that  will 
eventually  affect  every  person,  company  and 
institution  in  our  country.  Ideas  that  go  beyond 


traditional  products. 

At  NWNL  Group,  we're  developing  an  employee 
benefit  program  called  LifeScope"  that  would 
provide  for  a  persons  retirement  and  working 
years.  What  makes  the  LifeScope  Program  unique 
is  its  comprehensive  approach  to  providing 
benefits.  It  is  more  than  life  insurance  and  a 
nursing  home  policy. 

By  managing  the  delivery  of  health  care  and 
planning  for  future  needs,  the  LifeScope  Program 
can  find  alternatives  that  make  health  care  more 
affordable,  while  allowing  individuals  to  live 
independently  The  program's  benefits  would  be 
voluntary,  flexible  and  portable. 

Many  elements  of  the  LifeScope  Program 
have  already  been  put  into  place  through  current 


NWNL  Group  benefit  programs.  Lising  our 
resources  as  the  nation's  10th  largest  group 
insurance  company,  we  will  soon  be  adding 
more  elements. 

To- find  out  more  about  NWNL  Group  and 
the  LifeScope  Program,  contact  Ginnv  Patrick, 
NWNL  Group,  Box  20,  Minneapolis,  MN  55440 
or  call  (612)  372-5784.  Because  now  is  the  time 
to  begin  solving  the  problems  of  providing  health 
care  in  the  future. 


fiii  NWNL  GROUP 

The  right  benefits  for  today. 
Tide  right  ideas  for  the  future. 


Sources  for  stanstjcs  Employee  Benefit  Research  Institute.  1985.  National  Underwriter.  1986 
\  livi!  n  ol  Northwstern  National  Life  Insurance  Company.  Minneapolis.  MN  (not  admitted  in  the  State  of  New  York)  The  North  Atlantic  lie  Insurance  Companv  of  America.  Jericho.  NT  I  a  memher  of  the  NWNL  Companies). 


Hyundai's  basic  $5,000-plus  price  tag 
is  cutting  further  into  Subaru  country 
at  the  $8,000  to  $9,000  sedan  and 
hatchback  level. 

Subaru  is  getting  a  trickle  of  Hyun- 
dai-competitive minicars  from  Fuji 
Heavy,  called  the  Justy,  which  sell  at 
a  base  price  of  around  $5,500.  Justys 
won't  be  arriving  here  in  volume  until 
next  year,  but  they  will  carry  the 
flourish  of  Subaru's  specialty,  four- 
wheel  drive,  and  will  strengthen  Su- 
baru in  an  area  where  it  can  ill  afford 
to  lose  out  by  default.  "The  cheaper 
end  of  the  market  is  where  we  get  a  lot 
of  our  first-time  customers,"  says  Su- 
baru Chief  Financial  Officer  Marvin 
Riesenbach. 

Until  last  February  Subaru  had  been 
able  to  pass  on  to  customers  almost 
half  of  the  yen  increase  and  still  move 


A  50%  ROE  over  the  last 
five  years  has  ranked 
Subaru  at  the  top  of  U.S. 
industry.  But  all  this  with  a 
yen  selling  at  250  to  the 
dollar  and  before  Korea  bit 
into  the  lower  part  of  the 
small-car  market. 


cars.  But  then  price  resistance  began 
to  show,  and  Lamm  felt  compelled  to 
energize  his  dealers  by  offering  them 
incentive  rebates  of  $500  to  $1,200  on 
five  different  model  groups — includ- 
ing a  cluster  of  1986s. 

Lamm  has  been  working  hard  to  get 
his  dealers  to  adjust  to  the  new  reali- 
ties; trying  to  convince  them  they  can 
no  longer  pack  their  profits  by  requir- 
ing buyers  to  take  fancy  extras  like 
"shampoos,  undercoating  and  other 
things  they  can't  see" — something 
the  dealers  were  able  to  get  away  with 
while  demand  exceeded  supply.  Con- 
sidering how  rich  Subaru  has  made 
many  of  its  dealers,  they  can  afford 
the  sacrifice. 

No  question  that  Subaru  is  here  to 
stay.  In  partnership  with  Isuzu  Mo- 
tors, Fuji  Heavy  is  building  a  new 
plant  at  Lafayette,  Ind.  It  will  go  into 
operation  in  late  1989,  giving  Subaru 
even  more  cars  to  sell.  The  objective 
is  to  give  Subaru  a  built-in  currency 
hedge,  as  well  as  a  broader  base  over 
which  to  spread  unit  costs. 

But  by  the  time  the  plant  goes  into 
operation,  rivals  (Japanese  and  non- 
Japanese  alike)  will  have  been  push- 
ing deeper  into  the  four-wheel-drive 
market.  Jeep,  for  example,  thanks  to 
its  pending  consolidation  into  Chrys- 
ler, will  be  stronger  than  ever.  Autos 
are  a  tough  business  right  now,  even 
for  a  smart  specialty  producer  like 
Subaru.  ■ 


CORUM 


® 


The  Corum  Gold  Coin  Watch.  An  authentic  $20  American  gold  piece. 
Quartz.  Water-resistant.  18  Karat  gold  bracelet.  Swiss  hand-crafted. 
For  brochure,  send  $2  to  Corum,  Dept.  FB,  650  Fifth  Ave.,  N.Y.,  NY.  10019. 


Vanguard  Municipal  Bond  Rind 

6  WAYS  TO  FIGHT  BACK 
AGAINST  TAXES. 


When  Federal  taxes  make  inroads  on 
your  income,  municipal  bonds  can  be 
your  first  line  of  defense.  The  income 
from  these  bonds  is  100%  free  of  Federal 
income  tax* 

Vanguard  Municipal  Bond  Fund  is 
the  only  tax-free  fund  with  six  profes- 
sionally managed  Portfolios:  Money 
Market,  Short-Term,  Intermediate- 
Term,  Long-Term,  Insured  Long-Term 
and  High-Yield.  With  a  low  $3,000  initial 
investment,  all  six  Vanguard  Portfolios 
offer  you  daily  liquidity,  free  checkwrit- 
ing  for  $250  or  more,  diversification  of 
holdings  and  the  opportunity  to  reinvest 
your  income.  And  all  are  available 
commission-free. 

Our  "6-in-l"  Information  Kit  explains: 

•  How  Vanguard's  low  operating  expenses 
enable  you  to  earn  higher  yields. 

•  Which  Portfolio  offers  the  greatest  sta- 
bility, and  which  provides  the  highest 
level  of  tax-free  income. 

•  How  to  write  checks  and  earn  tax-free 
income  until  your  checks  clear. 


Call  1-800-662-SHIP 

Ask  for  our  free  "6-in-l"  Information  Kit. 
Or  send  the  coupon  today. 

In  Philadelphia,  visit  our  Investment 
Center  at  1528  Walnut  Street. 

"Income  may  be  subject  to  state  and  local  taxes. 

r  1 

Vanguard  Municipal  Bond  Fund 
Investor  Information  Department 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  "6-in-l"  Infor- 
mation Kit,  including  a  prospectus  which 
I  may  read  before  I  invest  or  send  money. 
I  understand  that  it  contains  more 
complete  information  on  advisory 
fees,  distribution  charges  and  other 
expenses.  Also  send  information  on 
□  IRA  DKeogh. 

Name  


Address- 
City  


State- 


Zip. 


FB-G7  1  24 


THLVan^uardGROur 

*JOf  INVESTMENT  COMPANIES 


FORBES,  MAY  4,  1987 


55 


Laventhol  &  Horwath's  growth  is  the  envy 
of  the  accounting  industry.  Has  it  cut  cor- 
ners to  get  where  it  is? 

But  I'm  just 

the  piano  player 


By  Jill  Andresky 


George  Bernstein,  the  slight, 
55-year-old  chief  executive  of 
Laventhol  &.  Horwath,  has 
merged  and  expanded  his  once  ob- 
scure accounting  firm  to  the  point 
where  the  Philadelphia-based  accoun- 
tant now  approaches  the  Big  Eight. 
With  1986  revenues  of  $275  million, 
compared  with  $70  million  in  1980, 
Laventhol  &  Horwath  is  pulling  up  on 
the  smallest  of  the  Big  Eight  account- 
ing firms,  Touche  Ross  &  Co.  (reve- 
nues, $565  million). 

Bernstein  has  brought  the  firm  to 
where  it  is  today  by  cultivating  a  dy- 
namic part  of  the  corporate  market: 
family-owned  businesses  with  $2  mil- 
lion to  $100  million  in  sales. 

Yet,  in  so  doing,  Laventhol  may 
sometimes  be  losing  sight  of  the  fact 
that  accountants  are  expected  to  serve 
outside  investors  as  well  as  the  client 
himself. 

Take  Laventhol's  audit  certification 
in  1982  of  the  financial  statements  of 
one  of  f.  David  Dominelli's  commod- 
ities pools.  The  accounting  firm  last 
autumn  paid  $6.5  million  in  an  out-of- 
court  settlement  of  a  series  of  lawsuits 
over  the  matter,  after  having  admitted 
that  it  issued  its  unqualified  opinion 
without  examining  certain  relevant 
documents  in  J.  David's  files. 

Why  didn't  Laventhol  press  for  the 
documents?  Ernest  Ten  Eyck,  the 
firm's  national  partner  for  accounting 
and  auditing  standards,  replies  that  J. 
David's  lawyers  assured  them  in  writ- 
ing that  they  had  examined  the  docu- 
ments and  there  was  nothing  to  worry 
about.  As  it  happened,  not  only  did 
the  documents  not  exist,  but  Domi- 
nelli  turned  out  to  be  the  brains  be- 
hind one  of  the  biggest  investment 
frauds  of  modern  times.  Ten  Eyck  em- 
phasizes that  no  investors  lost  money 


in  the  pool  Laventhol  audited. 

Elsewhere  in  the  organization,  La- 
venthol officials  seem  equally  focused 
toward  the  client  first.  Listen  to  Mi- 
chael Amenta,  Laventhol's  national 
partner  for  the  real  estate  division, 
whose  clients  include  Donald  Trump 
and  VMS  Realty:  "We  don't  have  the 
highest  God-almighty  standards,  but 
we  don't  have  the  lowest.  I  like  to  say 
that  we're  practical." 

Some  of  Laventhol's  real  estate  fea- 
sibility studies  give  a  new  meaning  to 
the  word  optimistic.  In  1982,  with  the 
Houston  real  estate  market  becoming 
glutted,  Laventhol  projected  that  a 
proposed  400-room  Hyatt  Regency 
Hotel  in  west  Houston  would  experi- 
ence a  75%  occupancy  rate  by  1986, 
with  average  room  rates  of  over  $1 15  a 
night.  In  fact,  once  the  hotel  opened 
in  1984,  occupancy  rates  averaged 
about  45%,  while  room  rates  averaged 
between  $50  and  $60  per  night.  By  the 
end  of  1986  the  project's  lenders  fore- 
closed on  the  hotel. 

In  another  case,  a  French  developer 
wanted  to  build  a  hotel  near  Hous- 
ton's Intercontinental  Airport.  After 
receiving  a  negative  study  from  one 
firm  in  1982,  it  went  to  Laventhol, 
which  issued  a  helpfully  optimistic 
report.  As  with  other  Houston  hotels, 
the  Sofitel  hotel  has  been  averaging 
low  occupancy  rates. 

Elsewhere  around  the  country  such 
optimism  repeats  itself.  In  Florida  La- 
venthol has  issued  glowing  feasibility 
studies  on  hotel  condominium  proj- 
ects that  have  run  into  trouble  from 
the  moment  they  opened  (Forbes, 
Sept.  9,  1985).  In  New  Jersey,  La- 
venthol issued  a  1986  feasibility 
study  of  a  proposed  budget  hotel,  pre- 
dicting a  70%  occupancy  rate  even 
though  Laventhol  expects  average 
rates  to  fall  below  50%  by  1988  for  the 
entire  region. 


Often  the  feasibility  studies  seem 
to  open  doors  into  other  business 
deals.  Take,  for  example,  two  Shera- 
ton Hotels  put  up  in  Smithtown,  N.Y. 
and  Bridgeport,  Conn.  After  providing 
feasibility  studies,  Laventhol  went  on 
to  provide  accounting  services  for 
both  projects. 

Laventhol's  feasibility  studies  have 
also  been  useful  for  client  Sports  Are- 
nas, Inc.,  a  $4  million  (sales)  San  Die- 
go firm  that  operates  bowling  centers 
and  real  estate  ventures.  Sports  Are- 
nas had  some  financial  troubles  until 
recently,  including  several  years  of 
slow  growth,  overvalued  assets  and 
negative  cash  flow. 

But  Sports  Arenas'  chief  executive, 
Harold  Elkan,  who  controls  80%  of 
the  company's  stock,  is  now  more 
confident  about  his  firm's  prospects. 
Why?  The  company  has  lined  up  $80 
million  worth  of  savings  and  loan 
financing,  based  on  feasibility  con- 
sulting work  that  is  being  done  for 
him  by  Laventhol.  Says  Elkan,  "I'm 
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very  satisfied  with  the  services  La- 
venthol provides  us.  We  not  only  use 
their  auditing  services,  but  also  regu- 
larly use  their  real  estate  consultants 
to  do  things  like  forecast  ten  years  of 
cash  flow  on  a  project  so  that  we  can 
go  out  and  raise  capital." 

All  this  business  of  peddling  ancil- 
lary services  has  made  Laventhol  & 
Horwath  a  leader  in  the  accounting 
profession's  controversial  practice  of 
"cascading."  Basically  this  involves 
enlisting  clients  for  accounting  ser- 
vices, then  persuading  them  to  buy 
management  consulting,  strategic 
planning,  marketing  studies  and  a 
host  of  similarly  unrelated  services  as 
well.  Consulting  already  represents 
about  one-third  of  Laventhol's  fee  in- 
come, accounts  for  about  1,000  of  the 
firm's  4,500  employees,  and  has  been 
growing  at  nearly  a  30%-a-year  rate 
over  the  past  five  years. 

Laventhol's  most  imaginative  new 
cascade  service  of  all?  Something 
called  litigation  support,  in  which 


firm  specialists  advise  clients — ac- 
counting firms  among  them — as  to 
what  to  do  when  they  get  sued  for 
various  forms  of  malpractice. 

So  successful  has  its  cascading  cam- 
paign been  that  Laventhol's  bigger 
competitors,  the  so-called  Big  Eight 
firms,*  have  been  stepping  up  their 
own  cascading  efforts  as  well.  Their 
need  to  do  so  grows,  as  merger  fever 
reduces  the  number  of  potential  cli- 
ents available  for  auditing. 

But  this  is  a  game  fraught  with  con- 
flicts of  interest.  When  a  company 
lavishes  huge  consulting  and  advisory 
fees  on  its  accountants  for  services 
unrelated  to  the  actual  auditing  of 
financial  statements,  the  accounting 
firm  may  be  less  likely  to  ask  tough 
questions  about  a  client's  financial 
health.  This  can  lead  the  accountant 
to  lose  sight  of  the  fact  that  he  is 


'Artbur  Andersen.  Peat  Maruick,  Ernst  &  Whinney, 
Coopers  &  Lybrand,  Price  Waterljouse,  Arttjur  Young, 
Deloitte  Haskins  &  Sells  and  Touclie  Ross 


expected  to  serve  the  interests  of  a 
company's  stockholders  as  well  as 
management. 

This  potential  conflict  of  interest 
plays  right  into  the  hands  of  politi- 
cians like  Representative  John  D. 
Dingell  (D-Mich.),  who  has  been 
holding  hearings  in  Washington  that 
may  wind  up  leading  to  further  regu- 
lation in  the  accounting  profession. 

Federal  regulation  of  accounting  is 
the  last  thing  that  anybody  needs, 
least  of  all  the  companies  that  are  the 
profession's  clients,  but  John  Dingell 
is  sure  to  get  headlines  by  citing  con- 
flicts of  the  sort  that  cascading  can 
produce. 

Undeterred  by  criticism,  Laventhol 
&  Horwath  chief  George  Bernstein 
pronounces  a  five-year  "image  enhan- 
cement" campaign  a  complete  suc- 
cess, thanks  largely  to  a  well-financed 
marketing  and  public  relations  staff  of 
about  85.  "I  want  us  to  be  $400  mil- 
lion in  sales  by  1990,"  says  he.  At  any 
price?  ■ 
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Numbers  Game 


Some  accounting  rules  force  managers  to 
make  a  choice  between  shareholder  and 
pensioner  interests. 


Some  choice! 


By  Laura  Jereski 


Among  their  many  constituen- 
cies, managers  of  public  corpo- 
I  rations  have  two  that  they 
must  serve  faithfully  as  fiduciaries: 
the  beneficiaries  of  their  employee 
pension  funds  and  the  shareholders  of 
the  corporations  themselves.  But 
what  happens  if  a  seemingly  innocu- 
ous accounting  rule  change  requires 
the  hassled  chief  executive  to  choose 
one  constituency  over  the  other? 

That  is  precisely  the  dilemma  now 
facing  the  managers  of  thousands  of 
public  corporations.  They  are  in  this 
bind  as  a  result  of  a  year-old  pension 
fund  accounting  rule  that  forces  com- 
panies to  mark  their  pension  assets 
and  liabilities  to  market  every  year. 
The  cruel  alternatives:  Either  make 
radical  changes  in  their  pension 
fund  investment  strategies, 
which  at  the  moment  means 
selling  billions  of  dollars  in 
bond  portfolios,  or  else  run  the 
risk  of  seeing  their  own  corpo- 
rate balance  sheets  distorted  by 
unexpected  new  liabilities. 

How  much  is  at  stake?  Ac- 
cording to  Martin  Leibowitz,  a 
managing  director  for  Salomon 
Brothers,  as  much  as  $30  billion 
held  by  pension  funds  in  bond 
portfolios  dedicated  to  paying 
retiree  benefits  is  currently 
poised  for  sale  as  a  result  of  the 
rules. 

The  selloff  looms  in  spite  of 
the  fact  that  over  the  last  five 
years  dedicated  bond  portfolios 
have  averaged  21%  annual  re- 
turns, compared  with  the  8% 
actuarial  rate  assumption  most 


pension  fund  managers  use. 

The  problem  arises  because  of  an 
approaching  linkup  of  pension  fund 
statements  and  corporate  balance 
sheets.  When  pension  liabilities  ex- 
ceed a  fund's  assets,  the  difference,  or 
"unfunded  liability,"  must  by  law  be- 
ginning in  1989  be  included  as  a  liabil- 
ity on  the  balance  sheet  of  the  entire 
corporation. 

Fluctuations  in  interest  rates  mean 
companies  may  soon  have  to  include 
such  liabilities  on  their  balance 
sheets.  Here's  why:  When  rates  fall,  as 
they  have  until  recently  been  doing, 
pension  assets  rise,  but  pension  liabil- 
ities simultaneously  rise  even  faster. 
That's  because  the  long-term  prom- 
ises a  company  made  now  cost  more 
to  fund  in  current  dollars.  Of  course, 
rising  interest  rates  mean  that  the 


pension  liabilities  recede. 

Even  companies  with  substantial 
pension  surpluses  are  being  squeezed. 
Until  now  most  companies  have  been 
able  to  treat  those  surpluses  as  corpo- 
rate funds,  noting  their  existence  in 
footnotes  to  financial  statements,  and 
have  regularly  creamed  off  the  over- 
age for  everything  from  financing  le- 
veraged buyouts  to  waging  hostile 
takeovers.  Under  the  new  rule,  those 
surpluses  may  now  diminish  or  even 
disappear  completely. 

The  Financial  Accounting  Stan- 
dards Board  adopted  its  change  on  the 
theory  that  corporate  accounting 
statements  should  seek  to  present  in- 
vestors with  as  complete  a  portrait  as 
possible  of  a  company's  total  assets 
and  liabilities  each  year.  Yet,  ironical- 
ly, the  new  rule  in  effect  now  forces 
managers  to  reshuffle  those  assets 
continuousally  to  make  sure  pension 
assets  match  liabilities  as  closely  as 
possible  whenever  interest  rates  fluc- 
tuate. This  is  what  Salomon  Brothers, 
Goldman,  Sachs  and  Morgan  Stanley 
have  lately  begun  to  promote  as  a 
lucrative  new  business  in  "asset  li- 
ability matching." 

One  such  asset  shuffler  is  American 
Airlines,  which  in  1980  started  as- 
sembling a  $750  million  bond  portfo- 
lio dedicated  to  its  pension  obliga- 
tions. By  the  beginning  of  1987  the 
firm  had  $1.9  billion  in  fixed  pension 
assets  covering  pension  liabilities  of 
$1.7  billion.  But,  to  guarantee  that 
surplus,  in  March  the  firm  sold  off  a 
substantial  chunk  of  those  assets,  spe- 
cifically $1  billion  in  bonds,  and  re- 
placed them  with  $850  million  of 
longer-term  corporates  and  govern- 
ment bonds. 

These  new  securities,  including  a 
large  number  of  zero  coupon  instru- 
d«ran  ments,  are  far  more  responsive 
to  interest  rate  changes  than  the 
ones  they  replaced,  thus  prom- 
ising to  match  their  pension  li- 
abilities more  closely.  Mean- 
while, American  has  invested 
the  remaining  $150  million  in 
stocks  and  other  securities  that 
the  airline  hopes  will  preserve 
the  $200  million  surplus. 

Maybe  American  Airline's 
new  portfolio  will  perform  bet- 
ter than  its  old  ones,  and  maybe 
not.  If  it  doesn't,  this  much  is 
clear:  In  an  effort  to  preserve 
assets  for  shareholders,  Ameri- 
can will  have  gambled  wrongly 
with  the  assets  in  the  pension 
fund  of  its  employees.  Is  that 
the  sort  of  management  activity 
that  a  change  in  accounting 
rules  should  inspire?  Obviously 
not.  ■ 
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We're  exploring  for  oil  from  the  Rocky  Mountains  to  Tunisia  and  produce  over  30%  of  Australia's  oil  needs. 
We  produce  copper  and  gold  in  Canada,  iron  ore  in  Brazil,  and  are  one  of  Australia's  biggest  gold  producers  through 
our  56%  ownership  of  BHP  Gold  Mines  Ltd.  Worldwide,  we  are  acquiring  new  mineral  and  energy  reserves, 
wherever  they  exist  in  quantities,  quality  and  locations  which  suit  our  customers'  needs.  We're  also  one  of  the  world's 
most  efficient  integrated  steel  makers. 

Last  year  we  lifted  worldwide  sales  by  20%  to  US$5.5  billion,  and  profit  by  30%.  Total  assets  today 
approximate  US$12  billion. 

To  learn  more,  contact  Denys  Harraway,  BHP  (The  Broken  Hill  Proprietary  Company), 
550  California  Street,  San  Francisco,  California  94104.  Tel:  (415)  774  2288.  mccannbhch 
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The  Contemporc 


At  Cadillac  we  believe  today's 
luxury  cars  should  reflect  today's 
values.  The  newly  styled,  longer 
De  Ville  is  as  contemporary  as  it  is 
Cadillac  This  six-passenger  luxury 
car  remembers  why  you  chose 
Cadillac  in  the  first  place  with 
renowned  comfort  and  conve- 
nience enhanced  by  leading- 
edge  technology.  De  Ville  also 
delivers  a  smooth,  comfortable 
ride  while  answering  your  need 
for  precise  driver  control.  There's 
even  an  Anti-Lock  Braking  System 
available. 


The  new  look  of  luxury. 

This  year,  America's  most  suc- 
cessful luxury  car  adds  the 
further  distinction  of  new 
Cadillac  styling  refinements. 
The  restyled  front  end  with  a 
new,  bolder  grille  and  com- 
posite headlamps  takes  on  a 
clean,  aerodynamic  design.  The 
profile  assumes  a  longer 
silhouette.  And  a  new  taillamp 
treatment  completes  the  ele- 
gant update. 


The  increasingly  rare  comfort  c 
full-size  room  for  six. 

How  can  a  luxury  car  this 
effortless  to  maneuver  in  traffic 
still  accommodate  six  adults  in 
Cadillac  comfort?  The  answer  i 
a  transverse-mounted  V8 
engine  with  front-wheel  drive.  B 
putting  the  engine  sideways, 
valuable  room  is  passed  along 
to  the  spacious  Cadillac  interio 


'See  your  dealer  for  the  terms  and  conditions  of  this  new  limited  warranty. 
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Dirit  of  Cadillac, 


rfc"£  dillac  touches  that 
JlNcipate  your  every  want. 

Cadillac  name  is  syn- 
t£  vmous  with  comfort  and 
ivenience.  In  addition  to  its 
-  way  power  driver  seat  and 
i    ctronic  Climate  Control  sys- 
:  -  i  with  selected  temperature 
:    Dlay  De  Ville  also  incorpo- 
:    3s  innovations  such  as  the 
*-  lity  to  operate  the  stereo 
io,  the  available  Astroroof 
d  other  conveniences  up  to 
ninutes  after  you  turn  off  the 
tion  or  until  you  open  a  door. 


A  unique  blend  of  smooth  ride 
and  responsive  handling. 

With  specifically  tuned  four- 
wheel  independent  suspension 
and  Electronic  Level  Control 
De  Ville  proves  a  silky  ride  and  a 
firm  feel-of-the-road  are  not 
mutually  exclusive.  This  Cadillac 
is  equally  rewarding  to  driver 
and  passenger.  With  its  avail- 
able Anti-Lock  Braking  System, 
De  Ville  can  help  take  the  panic 
out  of  panic  stops. 


De  Ville's  new,  longer  warranty. 

Another  confidence-inspiring 
facet  of  De  Ville  is  its  new 
6-year/60,000-mile  warranty* 
as  well  as  a  6-year/100,000- 
mile  rust-through  perforation 
warranty. 

Your  Cadillac  dealer  invites 
you  to  drive  the  car  that  defines 
luxury  for  today.  De  Ville,  the 
contemporary  spirit  of  Cadillac. 


LET'S  GET  IT  TOGETHER.  ..BUCKLE  UP. 


Taxing  Matters 


Edited  by  Laura  Saunders 


If  you  re  planning  to  turn  in  a  tax  cheat, 
better  do  it  for  pleasure  and  not  for  the 
chintzy  reward  the  IRS  may  hand  out. 


Squeal 


Do  you  know  somebody  who  is 
underpaying  the  taxman?  Ever 
thought  of  turning  the  culprit 
in  and  reaping  a  cash  reward  out  of  the 
money  the  IRS  collects? 

If  so,  better  think  again.  The  IRS 
does  have  such  a  tattletale  program. 


Since  1939  the  Service  has  paid 
snitches  who  provide  solid  informa- 
tion leading  to  the  recovery  of  back 
taxes.  In  theory  you  can  receive  up  to 
10%  of  the  take  as  a  reward.  Details 
are  described  in  IRS  Publication  733. 
But  a  good  look  at  the  program 


Jersey  City  official  shows  where  "Newsboy"  Moriarty  stashed  $2.4  million 
the  loot  and  paid  a  chintzy  1.3%  reward. 


makes  it  clear  that  not  many  tattlers 
are  retiring  to  Florida  on  their  boun- 
ties. Since  the  IRS  started  keeping 
such  records,  in  1967,  it  has  paid  out 
only  $9  million  of  the  $300  million  it 
has  collected  from  snitches — about 
3% .  And  only  one  in  ten  tipsters  who 
apply  for  a  reward  actually  receives  it. 
The  average  reward  is  all  of  SI, 000. 

Tipsters  often  have  a  higher  opin- 
ion of  their  worth.  Robert  Merrick  is 
suing  the  IRS  for  more  than  $1  mil- 
lion, claiming  that  IRS  agents  told 
him  he  was  instrumental  in  recover- 
ing over  $10  million  from  1,585  tax- 
payers involved  in  an  illegal  tax  shel- 
ter. His  reward:  only  $31,000.  The 
suit  alleges  that  Merrick  leaked  to  the 
tax  agents  a  crucial  list  of  investors  he 
obtained  after  spending  "considerable 
time,  effort  and  personal  funds"  and 
risking  "great  bodily  harm." 

Merrick's  lawyer,  Eric  Schmitz  of 
St.  Louis,  acknowledges  that  his  cli- 
ent faces  an  uphill  battle.  "He 
thought  he  had  worked  out  a  reward 
deal  with  the  IRS  agents,  but  the  IRS 
says  it  wasn't  binding  on  the  district 
director,  who  has  great  discretion  in 
this  area,"  says  Schmitz. 

The  government  has  precedent  on 
its  side.  Look  at  what  happened  to 
Joseph  Louis,  a  74-year-old  retired  ga- 
rage door  installer  from  Bergenfield, 
N.J.  In  1962  Louis  and  six  other  work- 
men found  $2.4  million  in  cash  in  the 
trunk  of  a  car  in  Jersey  City.  It  took 
two  calls  to  convince  the  FBI  that 
they  were  serious. 

The  swag  belonged  to  Jersey  City 
racketeer  Joseph  (Newsboy)  Moriarty, 
who  was  in  jail  for  numbers-running 
at  the  time.  After  the  discovery  all 
manner  of  claimants  stepped  forward, 
from  Hudson  County  to  Moriarty 
himself,  who  filed  an  amended  return 
listing  the  $2.4  million  as  "miscella- 
neous income."  The  workmen  feared 
reprisals  by  Moriarty's  henchmen. 
"Back  then  we  were  afraid  of  our  own 
shadows,"  says  Louis. 

In  T972,  after  a  long  legal  battle,  the 
IRS  wound  up  with  all  of  the  money 
and  considered  the  workmen's  appli- 
cation for  a  reward.  At  first,  remem- 
bers their  lawyer,  Joseph  Jacobs,  IRS 
officials  had  the  audacity  to  doubt  the 
claim  because  the  men  hadn't  provid- 
ed information  leading  to  the  recov- 
ery of  back  taxes.  Eventually  they  de- 
cided that  turning  in  the  money  itself 
was  good  enough,  and  in  1974  they 
paid  the  workmen  all  of  $32,131, 
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John  McLaughlin  fuels  the  fire  while  respected  journal- 
ists Jack  Germond,  Morton  Kondracke,  and  Robert 
Novak  provide  informative  and  often  explosive  opinions. 

Join  them  all  on  the  McLaughlin  Group.  It  just  might  be  the 
freshest,  boldest,  most  incisive  political  show  on  the  air. 

Don't  miss  it.  The  people  who  run  this  country  never  do. 

The  McLaughlin  Group 

Made  possible  by  a  grant  from  GE. 


Check  local  listings  for  station  and  time.  @  a  registered  trademark  of  general  electric  company 


1.3%  of  the  total,  to  be  divided  seven 
ways.  Each  of  the  good  citizens  also 
got  a  stern  reminder  to  declare  his 
share  of  the  reward  on  his  next  tax 
return. 

The  workmen  sued  for  more  but 
lost.  "The  statute  and  regulations  left 
so  much  to  the  IRS'  discretion  that  it 
made  it  difficult  to  win,"  says  Jacobs. 
"After  lawyer's  fees  I  wound  up  with 
$3,060,"  says  Louis.  "I  don't  think  the 
IRS  done  right  with  us." 

The  moral  here,  both  Jacobs  and 
Schmitz  agree,  is  that  if  you're  count- 
ing on  a  reward,  try  to  get  the  IRS 
district  director  to  agree  in  writing  to 
the  terms  and  amount  of  it  before  you 
supply  the  information. 

Former  IRS  Commissioner  Jerome 
Kurtz  says  such  deals  do  exist,  though 
they  are  rare.  He  also  says  that  large 
awards  are  "unseemly."  In  this,  says 
Gerald  Portney,  a  former  IRS  official 
now  at  Peat  Marwick,  he's  voicing  a 
common  view.  "To  say  the  Service  is 
uncomfortable  with  the  program  is 
real  understatement,"  says  Portney. 
"They  can't  get  rid  of  it,  but  they  sure 
don't  promote  it,  either.  Rewards  are 
small  and  hard  as  hell  to  collect,  and 
you  have  to  file  a  claim  and  sign  your 
name.  The  process  takes  forever." 

What  if  your  motive  is  revenge  rath- 
er than  profit?  Want  to  get  even  with 
an  ex-husband  or  business  partner? 
Then  you're  much  more  likely  to  be 
satisfied.  Current  IRS  procedures  call 
for  every  tip  to  be  checked  out,  and 
even  a  simple  IRS  audit  will  probably 
send  shivers  down  the  target's  spine. 

The  more  exact  the  information 
you  provide  the  IRS,  the  more  serious- 
ly your  tip  will  be  taken.  Plenty  are 
easily  dismissed.  "So  many  come 
from  angry  ex-spouses  or  disgruntled 
employees,  and  there's  really  no  hard 
evidence,"  says  an  IRS  spokesman. 

Yet,  if  the  evidence  is  good  enough, 
the  IRS  will  act.  Be  sure  you're  pre- 
pared for  that,  cautions  Colin  Blalock, 
a  CPA  and  former  IRS  agent  now  at 
Jones  &  Kolb  in  Atlanta.  When  he  was 
an  agent,  he  recalls,  a  woman  called 
with  precise  information  about  a  man 
who  was  cheating  on  his  taxes  to  the 
tune  of  $25,000.  "We  scheduled  an 
audit,  and  found  everything  just  the 
way  she  said  it  was,"  says  Blalock. 

But  he  also  found  out  that  the  tip- 
ster was  the  man's  wife.  "She  turned 
him  in  after  a  big  fight  when  she 
thought  she  was  going  to  leave  him, 
but  they  had  reconciled,"  he  says. 
"She  turned  white  as  a  sheet  when  we 
walked  in.  The  man  kept  saying, 
'How  did  you  all  figure  this  out?'  We 
just  said,  'There  are  many  ways  re- 
turns are  selected,  and  we  don't  know 
how  this  one  was  picked.'  " — L.S. 


Hartmann  believes  there's 
nothing  basic  about  basic  black. 


Black.  It's  sophisticated.  Distinctive.  Elegant.  Smart  and  sleek. 
In  short,  anything  but  basic.  That  makes  it  the  perfect 
color  for  our  executive  business  cases,  already  available  in 
cordovan,  chestnut  and  belting  leather.  We  rest  our  case. 


Send  (Of  a  list  of  your  nearest  Hartmann 
dealers,  Dept  5132  0  1986  Hartmann 
Luggage,  Hartmann  Orive,  Lebanon. 
Tennessee  37087 
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We  don't  cut  corners. 


Du  Pont  TEFLON* 

water  &  slain  repeller 
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Four  reasons  why  Upjohn's 
commitment  to  improving  the 
quality  of  life  is  greater 
than  ever. 


Four  lives,  filled  with  potential.  For  overlOG 
years,  The  Upjohn  Company  has  devoted  itself 
to  improving  the  quality  of  life. 

Now,  with  the  dawn  of  its  second  century, 
Upjohn  is  renewing  its  commitment.  In  keeping 
with  a  long  history  of  caring,  we  are  rededicating 
Upjohn's  worldwide  resources  to  a  fresh  struggle 
against  life's  most  serious  diseases. 


It  is  a  commitment  already  producing 
Jdvances  like:  a  new  way  to  stimulate  the  body's 
>wn  defenses  against  cancer;  a  new  anti- 
:oagulant  for  coronary  clots  that  doesn't  leave 
he  body  vulnerable  to  bleeding;  and  a  whole 
lew  approach  to  relief  of  hypertension. 

As  modern  science  surges  ahead,  all  lives 
)enefit.  Death  from  heart  disease  has  declined; 


the  great,  terrible  fortress  of  cancer  is  beginning 
to  crumble;  life  expectancy  has  increased  over 
20  years  during  the  lifetime  of  one  generation. 

But  the  real  beneficiaries  are  the  genera- 
tions to  come.  Their  future  w 
is  Upjohn's  future.  Upiollll 

We  can  hardly  wait  for  §;* 
our  new  century  to  unfold . 


On  the  Docket 


A  strong  effort  is  under  way  to  amend  the 
Foreign  Corrupt  Practices  Act.  At  stake  here 
are  fundamental  issues  of personal  liberty. 


Am  I  my 
brother's  keeper? 


By  Deirdre  Fanning 


Ever  since  it  was  first  enacted, 
the  Foreign  Corrupt  Practices 
Act  has  been  a  Washington  hot 
potato.  The  act,  which  makes  it  a 
criminal  offense  for  U.S.  corporations 
to  pay  bribes  to  foreign  officials,  was 
passed  in  1977  in  response  to  a  spate 
of  corruption  scandals.  Supporters  of 
the  legislation,  such  as  Senators  Wil- 
liam Proxmire  (D-Wis.)  and 
Timothy  Wirth  (D-Colo.), 
have  insisted  that  the  act  is 
necessary  to  keep  unscrupu- 
lous multinational  business- 
men from  corrupting  officials 
and  governments  around  the 
world. 

This  ingenuous  argument 
assumes  that  bureaucrats  and 
elected  officials  are  lily-pure 
innocents,  while  businessmen 
are  guys  who  will  do  anything 
for  a  buck.  This  is  American 
innocence  at  its  most  danger- 
ous level.  Still,  some  politi- 
cians will  apparently  do  any- 
thing for  a  little  exposure  on 
the  TV  tube,  and  there  is  good  publici- 
ty in  pushing  this  sort  of  thing. 

Others,  such  as  Senators  John  Cha- 
fee  (R-R.I.)  and  John  Heinz  (R-Pa.), 
have  argued  that  the  act's  ambiguous 
language  cripples  the  ability  of  U.S. 
business  to  compete  in  foreign  mar- 
kets. Anyone  who  has  ever  tried  doing 
business  in  the  Third  World  would 
understand  what  Chafee  and  Heinz 
are  talking  about. 

Over  the  years  liberals  like  Prox- 
mire and  Wirth  have  regularly  beaten 
back  or  bottled  up  attempts  to  amend 
this  monument  to  American  naivete. 


Now  the  attack  is  beginning  all  over 
again,  this  time  led  by  Republican 
Senator  Jake  Garn  of  Utah,  who  in 
March  introduced  legislation  de- 
signed to  define  more  narrowly  what 
constitutes  bribery. 

Backers  of  the  amendment  argue 
that,  with  the  U.S.  presently  mired  in 
a  $170  billion  trade  deficit,  any  legis- 
lation that  helps  U.S.  exports  should 
automatically  command  support  in 


Congress.  Says  Caiman  Cohen,  vice 
president  of  the  Emergency  Commit- 
tee for  American  Trade,  a  Washing- 
ton, D.C. -based  corporate  trade  lobby- 
ing group,  "We're  struggling  with  a 
huge  trade  deficit,  and  everything 
needs  to  be  done  to  promote  exports." 

This  argument  is  somewhat  shaky 
because  there  is  no  convincing  evi- 
dence that  the  U.S.  has  lost,  or  is 
losing,  business  abroad  because  its 
companies  are  shackled  by  a  strict 
antibribery  law.  Even  so,  the  current 
act  is  offensive  on  legal  grounds  alone, 
for  it  flagrantly  violates  a  long-stand- 


ing principle  of  the  law  that  criminal 
sanctions  should  be  defined  with  nar- 
row specificity. 

This  principle  derives  from  consti- 
tutional law.  U.S.  legal  tradition  rests 
on  the  assumption  that  "criminal 
statutes  should  be  crystal  clear,  since 
liberty  is  at  stake,"  notes  Daniel 
Beller,  an  attorney  at  the  New  York 
City  firm  of  Paul,  Weiss,  Rifkind, 
Wharton  &.  Garrison. 

As  it  stands,  the  Foreign  Corrupt 
Practices  Act  clearly  contravenes  that 
well-established  principle  by,  in  ef- 
fect, implying  that  virtually  all  pay- 
ments by  U.S.  companies  to  foreign 
officials  are  one  way  or  another  sus- 
pect. The  senior  officers  of  corpora- 
tions are  charged  with  direct  criminal 
liability  if  they  know  or  have  any  rea- 
son to  know  of  any  bribes  given  to 
foreign  officials  by  third-party  agents 
of  the  company.  This,  to  put  it  mildly, 
is  a  tall  order.  If  one  hires  a  local  agent 
or  lawyer,  how  is  one  to  be  certain 
whether  the  influence  he  exercises  on 
one's  behalf  is  legitimate  or  involves 
bribery? 

Yet  under  criminal  law  "you  are 
presumed  to  understand  the  natural 
consequences  of  your  actions,"  says 
Charles  Stillman,  a  white-collar  crim- 
inal defense  attorney  at  New  York 
City's  Stillman,  Friedman  &  Shaw. 
"If  you  have  a  statute  that's  vague, 
and  the  government  has  to  interpret 
that  for  you,  you're  left  hang- 
ing out." 

Because  this  area  of  the  cur- 
rent act  is  plainly — and  dan- 
gerously— ambiguous,  the 
Garn  amendment  would  limit 
such  encompassing  liability 
by  stipulating  that  senior  cor- 
porate officials  can  be  held  ac- 
countable for  third-party 
bribes  only  if  they  directly  or 
"by  a  course  of  conduct"  au- 
thorized such  payments.  That 
is  a  sensible  limitation,  for,  as 
Douglas  Riggs,  general  coun- 
sel for  the  U.S.  Department  of 
Commerce,  points  out,  "As 
the  Foreign  Corrupt  Practices 
Act  stands  now,  the  argument  could 
be  made  that  a  chief  executive  was 
liable  for  an  unauthorized  payment 
just  because  he  knew  that  in  many 
parts  of  the  world  such  payments  are 
commonplace." 

For  too  long  multinational  busi- 
nessmen have  lived  under  the  shad- 
ow of  this  overly  broad  criminal  law 
that  no  civil  libertarian  would  toler- 
ate for  a  moment — if  the  victims 
were  oppressed  members  of  some 
minority  group  and  not  the  senior 
officials  of  America's  biggest  and 
wealthiest  corporations.  ■ 
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The  measurement  of  time: 

one  of  the  few  things 
we  did  not  have  to  invent. 


The  Perpetual  Calendar  in  18  k.  gold  with  ultra-thin  automatic  movement. 


Our  fascination  with  the  measurement  of  time 
is  legendary.  And  yet,  we  were  not  the  first  to 
unravel  the  mystery.  Over  one  thousand  years  ago 
the  Mayas  were  already  seeking  accurate  ways  to 
determine  its  course.  By  patiently  observing  the 
alternation  of  day  and  night,  and  carefully  charting 
the  flight  of  moon  and  stars  across  the  heavens, 
they  were  able  to  establish  a  calendar  as  precise  as 
our  own.  Without  the  benefit  of  telescope  or  opti- 
cal instrument,  they  developed  a  mechanism  as 
perfect,  in  its  own  way,  as  the  Perpetual  Calendar. 

With  the  same  fascination  and  patient  attention  to 
detail  of  the  Mayas  before  them,  the  master-watch- 
makers at  Audemars  Piguet  hand-carve,  chisel  and 
polish  each  intricate  spring,  tiny  pivot  and  delicate 
pinion,  destined  to  form  the  Perpetual  Calendar 

They  create  a  balance  so  perfect  that  only  the  grea- 
test of  craftsmen  could  aspire  to  it  A  watch  pro- 
grammed with  such  a  complex  mechanism  that 
leap  years  are  accounted  for,  keeping  perfect  time, 
untouched,  until  the  year  2100. 

In  today's  hectic  world,  only  Audemars  Piguet 
could  have  pioneered  the  recreation  of  an  authen- 

SHREVE  &  CO. 

JEWELERS  SINCE  1852 
200  POST  STREET  SAN  FRANCISCO.  CA  94108  (415)  421-2600 
For  your  comprehensive  Audemars  Piguet  Catalog,  please  send  $5  to  the  above  address. 


tic  classic,  for  the  sole  pleasure  of  the  few  who  can 
afford  to  contemplate  time.  After  all,  from  the 
20-day  month  of  the  Mayas,  to  the  Perpetual 
Calendar  of  our  master-watchmakers,  the  chal- 
lenge to  harnass  the  evolution  of  time  remains 
unchanged. 


Maya  calendar 


Audemars  Plpet 

Known  only  by  those  who  know. 


For  generations,  schemes  to  build  an  econ- 
omy on  America's  300-odd  Indian  reser- 
vations have failed.  Throwing  money  at  the 
problem  hasn 't  helped.  What  will? 

Help  wanted — 
work,  not 
handouts 


Cook 


T|  welve  miles  beyond  the  east- 
era  edge  of  the  Rockies,  where 
the  peaks  of  Glacier  National 
Park  give  way  to  the  high  plains, 
sprawls  the  town  of  Browning,  Mont., 
altitude  4,366  feet,  population  2,800. 
Browning  looks  like  the  trash  can  of 
the  West,  a  low-lying  jumble  of  trail- 
ers, cinder-block  houses  and  peeling 
frame  buildings,  its  streets  so  rutted 
and  potholed  that  its  current  mayor 
was  elected  on  a  platform  for  filling 
them  in. 

At  10:30  of  a  late  summer  morning, 
Browning  is  still  half  asleep.  You  see  a 
few  pickup  trucks  pulled  up  in  front 
of  the  Circle  K  convenience  store,  a 
line  of  Indians  returning  last  night's 
videocassettes  at  the  local  theater, 
and  a  falling-down  drunk  trying  to 
cross  the  street  half  a  block  away. 
Business  is  so  slack  that  Browning's 
only  bank  folded  four  years  ago. 

Browning  is  not  just  another  back- 
country  western  town.  It  symbolizes 
the  failure  of  a  S30  billion  experiment 
in  social  engineering,  an  experiment 
that  failed — as  all  such  experiments 
seem  doomed  to  fail. 

Browning  is  the  headquarters  of  the 
1.5-million-acre  Black- 
feet  Indian  reservation. 
For  generations  the 
Blackfeet  were  horse- 
men, hunters  and  fight- 
ers, nomads  who  burst 
out  of  the  Canadian 
shield  200  years  ago 
and  drove  the  resident 
Salish  and  Kootenai 
tribes  westward  be- 
yond what  is  now  Gla- 
cier National  Park.  The 
most  obvious  remind- 
ers of  the  Blackfeet 's 
past  is  the  Museum  of 


the  Plains  Indian  on  the  western  edge 
of  town  and  a  concrete  teepee  on 
Mam  Street. 

The  Blackfeet  have  more  going  for 
them  than  most  tribes.  There  is  oil 
and  gas  on  the  reservation  yielding 
maybe  $3  million  a  year,  some  timber 
and  cattle  ranching,  a  fair  amount  of 
farming  (barley,  wheat  and  hay) — at 
least  when  water  is  plentiful — an  in- 
dustrial park  and  even  a  major  tribal 
enterprise,  the  Blackfeet  Indian  Writ- 
ing Co.  The  Blackfeet  were  well 
enough  off  that  the  council  distribut- 
ed nearly  $800,000  last  year  to  its 
members — $60  apiece,  that  is. 
"That's  one  of  the  things  people  look 
forward  to,"  Chief  Earl  Old  Person 
says.  They  have  little  else  to  look 
forward  to. 

The  truth  is,  the  U.S.'  1.4  million 
Indians  are  among  America's  most 
disadvantaged  minorities — ill-educat- 
ed, unhealthy  and  poor — and  so  for  at 
least  40  years  now  the  federal  and 
tribal  governments  have  launched 
one  well-intentioned  scheme  after  an- 
other designed  to  provide  jobs  and  job 
opportunities  on  the  reservations,  and 
invariably  failed.  What  has  gone 
wrong?  The  answers  are  instructive — 
if  frightening — for  those  who  worry 
about  job  creation  and 
about  economic  devel- 
opment in  undevel- 
oped countries  all  over 
the  world. 

In  the  1960s,  for  ex- 
ample, the  Department 
of  Commerce's  Eco- 
nomic Development 
Administration  had 
the  idea  of  building  va- 
cation resorts  through- 
out Indian  country  and 
putting  the  Indians  to 
work  in  them.  All  told, 
it  laid  out  $61  million 


to  build  62  vacation  resorts  on  the 
assumption  that  every  $10,000  in- 
vested would  generate  one  job,  or 
6,100  altogether.  But  the  businesses 
didn't  make  money,  project  after  proj- 
ect collapsed,  and  the  jobs  that  justi- 
fied them  disappeared. 

The  EDA's  industrial  parks  pro- 
gram fared  no  better.  Between  1966 
and  1985  EDA  laid  out  $784  million 
to  build  55  industrial  parks  on  the 
reservations  and  to  back  hundreds  of 
startup  loans  and  grants.  Build  a  park 
and  put  in  roads,  water,  electricity 
and  sewage,  and  industry  will  beat  a 
path  to  your  door,  bringing  along  jobs 
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Better  off  than  most  tribes  but  not  better  off  enough. 


by  the  dozen.  The  tenants  never 
came,  and  at  last  count  the  overall 
occupancy  rate  of  these  parks  was 
something  like  5%. 

And,  after  all,  why  should  anyone 
come  to  an  Indian  industrial  park? 
Most  are  situated  in  back-country 
areas,  the  available  skills  are  mini- 
mal, and  high  transportation  costs 
tend  to  offset  the  low  wages.  But, 
somehow,  social  planners  never  seem 
to  think  of  these  things  before  they 
spend  money.  The  Navajos  built  four 
such  parks  and  plan  to  build  two  oth- 
ers. But  the  only  tenants  so  far  are  a 
General  Dynamics  electronics  plant, 


a  Coca-Cola  bottling  plant  and  two  or 
three  Navajo  tribal  industries. 

The  Salish  and  Kootenai  tribes  on 
the  Flathead  reservation  have  gone 
into  one  business  after  another — elec- 
tronics, printing,  resorts,  timber,  con- 
struction— and  failed  at  all  of  them. 
Even  the  celebrated  Blackfeet  pen  and 
pencil  company  (Forbes,  July  29, 
1985)  has  been  a  failure.  An  observer 
explains:  "The  operation  was  always 
run  by  a  committee  and  never  had  an 
entrepreneurial  gut  to  it.  Because  of 
the  tribe's  involvement  in  the  busi- 
ness, they  couldn't  get  topflight  man- 
agement. They  didn't  realize  that 


their  equipment  was  becoming  anti- 
quated, that  there  were  people  who 
could  make  pencils  more  cheaply.  If  it 
were  a  private  company,  they  would 
have  gone  out  of  business  long  ago." 

There  are,  it  is  true,  a  few  success- 
es^— among  them,  General  Dynamics' 
electronics  venture  on  the  Navajo  res- 
ervation, Becton  Dickinson's  medical 
products  venture  on  the  Santee  Sioux 
reservation,  Brunswick's  camouflage 
netting  operation  on  the  Devil's  Lake 
Sioux'  Fort  Totten  reservation,  and  a 
handful  of  auto  parts  outfits  that  have 
been  set  up  on  the  Mississippi  Choc- 
taw reservation.  But  even  these  are 
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notable   mainly  be- 
cause they  are  rare. 

What's  wrong?  The 
truth  is  that  Indian 
reservations  do  not 
seem  fertile  ground 
for  the  seeds  of  capi- 
talism. Reservation 
resources  are  general- 
ly the  province  of  the 
tribe  rather  than  indi- 
viduals and  shared 
equally  among  the 
membership,  and  the 
welfare  programs  the 
government  show- 
ered onto  the  reserva- 
tions served  only  to 
strengthen  these  pat- 
terns. Even  worse, 
when  the  tribes  do 
lure  a  business  to  the 
reservation  most  in- 
sist on  running  things 
themselves  and, 
Third  World-style,  In- 
dianizing  as  much  of 
the  ownership  as  pos- 
sible. Try  to  collect  a 

loan?  On  the  Flathead   

reservation  that's  known  as  ''thinking 
white."  And  what  can  you  say  when 
the  Navajos  assume  $22  million  in 
debt  from  the  tribe's  Navajo  Agricul- 
tural Products  Industries  and  then 
boast  they've  moved  it  $3  million  into 
the  black  after  ten  years  of  losses? 

Most  industries  come  to  the  reser- 
vations because  of  some  special  ad- 
vantage. Grants  or  low-interest  loans 
obviously.  Government  contracts  un- 
der the  SBA's  Buy  Indian  program  or 
the  Defense  Department's  minority 
set-aside  programs.  Even  the  timber 
operations  so  important  to  the  Yaki- 
ma, Colville  and  Warm 
Springs  reservations 
prosper  in  part  because 
the  Bureau  of  Indian  Af- 
fairs absorbs  the  costs  of 
managing  the  business. 

Is  the  situation  hope- 
less? No,  but  the  old  ap- 
proach of  buying  change 
with  money  is  hopeless. 
Fortunately,  new  ap- 
proaches are  being  tried. 
Phillip  Martin,  chief  of 
the  Mississippi  Choc- 
taw, argues  that  tribal 
government  is  the  only 
realistic  mechanism  for 
economic  development. 
But  he  also  argues  that 
the  tribes  have  to  learn 
how  to  tap  the  multi- 
tude of  governmental 
and  other  resources 
available  to  them  and 


Chief  Old  Person  at  Browning's  failed  bank 
An  economy  too  feeble  to  support  even  its  own  bank. 


get  out  and  sell  their  reservations' 
advantages. 

There  is  one  resource  the  tribes 
have  in  common:  their  peculiar  posi- 
tion as  quasi-independent  states  with- 
in the  U.S.  and,  as  such,  increasingly 
free  of  state,  local  and  sometimes 
even  federal  jurisdiction.  They  are 
learning  to  exploit  this  special  status. 

As  one  favorable  court  decision  has 
followed  another,  the  tribes  have  be- 
gun learning  to  impose  taxes  produc- 
tively and  to  exploit  their  special  ter- 
ritorial status  by  selling  cigarettes,  li- 
quor and  even  gasoline  free  of  state 


PhoKjs  bv  Mi<  tuu  l  Nichnls'MaRnurc 


Brouning's  Blackfeet  pencil  factory 

Low-cost  labor  couldn't  offset  weak  management. 


and  local  taxes. 

California's  1 7f 
member  Campo  re; 
ervation  planned  t 
lease  land  for  a  PC 
storage  and  treatmen 
plant  free  of  state  an 
local  environments 
regulations,  an 
when  that  failed,  pre 
posed  leasing  the  lan 
to  a  firm  processin 
San  Diego  sewag 
sludge  into  compos 
for  agricultural  use 
The  Maopa  band 
Paiutes  has  evei 
talked  about  leasin 
land  on  its  reserva 
tion  near  down  to  wi 
Las  Vegas  to  be  use< 
for  a  brothel. 

The  big  break 
through  from  extra 
territoriality  has,  o 
course,  come  fron 
bingo.  Unhamperec 
by  the  state  and  loca 
restrictions  on  jack 

  pots     and  playing 

time,  bingo  now  generates  over  $1(X 
million  a  year  for  the  tribes.  Binge 
took  120  members  of  Wisconsin'? 
Oneida  tribe  off  welfare,  enabled  the 
tribe  to  buy  more  land,  a  convenience 
store/gas  station  and  an  interest  in  the 
local  bank  and  to  launch  a  $10  million 
hotel  project.  For  California's  Mor-J 
ongo  Band,  it  cut  its  unemployment  I 
rate  from  64%  to  virtually  zero. 

In  North  Carolina  the  Eastern  Band' 
of  Cherokees  plays  only  18  times  a 
year  but  charges  at  least  $100  a  head 
at  its  4,200-seat  hall.  With  jackpots 
ranging  from  $1,000  to  $50,000,  the 
Cherokee  game  has  an 
annual  revenue  poten- 
tial of  more  than  $7  mil- 
lion. According  to  a  1984 
Bureau  of  Indian  Affairs 
study,  no  fewer  than  12 
tribes  take  in  more  than 
$1  million  a  year  from 
such  high-stakes  games. 

There  have  been  set- 
backs even  here.  To 
mount  such  ambitious 
games,  the  tribes  inev- 
itably turn  to  outside 
promoters  to  arrange  the 
$1.5  million  and  more 
necessary  to  build  a  hall 
and  to  manage  the 
games  once  they  get  go- 
ing. The  tribe  usually 
gets  a  percentage  of  the 
gross  profits,  normally 
51%,  out  of  which  it 
pays    off    the  startup 
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loans.  Unfortunately,  the  money  is 
big  enough  to  attract  everybody  from 
fast  buck  promoters  and  larcenous 
tribesmen  to  organized  crime. 

Talk  about  innocents!  In  Califor- 
nia one  outside  management  compa- 
ny financed  a  S3  million  hall  for  one 
of  the  local  tribes,  reportedly  took  in 
an  estimated  $1  million  a  month — 
$24  million  to  $30  million  over  a 
2V2-year  period — and  by  terms  of  its 
contract  turned  over  only  $500,000 
to  the  tribe.  But  the  Indians  are 
learning. 

They  are  learning,  for  example, 
that  there  is  more  to  gam- 
bling than  bingo.  Arizona's 
Fort  McDowell  reservation 
offered  keno  and  slot  ma- 
chines under  the  name  of 
bingo.  New  Mexico's  Santa 
Ana  pueblo  wants  to  get  into 
greyhound  racing,  the  Gila 
River  reservation  into  jai  alai 
with  a  $20  million  fronton 
near  Phoenix.  Some  tribes 
have  even  talked  about  going 
for  casino  gambling.  In 
places  like  Palm  Springs, 
Phoenix  or  Las  Vegas  casino 
gambling  could  move  the 
tribes  lucky  enough  to  be 
there  into  the  really  big 
money. 

Unfortunately,  while  gam- 
bling brings  in  revenue,  it 
doesn't  bring  in  many  jobs  for 
Indians.  As  San  Diego's  tribal 
investment  consultant  Mike 
Stolper  points  out,  having 
money  is  not  the  same  thing 
as  having  a  job. 

As  for  the  $30  billion  the 
federal  government  poured 
into  the  reservations  over  the 
last  ten  years,  like  the  billions 
such  tribal  enterprises  as  oil, 
gas  and  timber  have  generat- 
ed, it  has  flowed  in  and  flowed 
out  again,  going  mainly  to  the 
non-Indian  businesses,  on  res- 
ervation or  off,  that  provide 
the  goods  and  services  the  reserva- 
tions themselves  need.  The  Flatheads 
spend  $6  million  with  the  business- 
men of  nearby  Poison  and  $5  million 
in  nearby  Ronan,  and  Iowa's  Omaha 
and  Winnebago  tribes  discovered  they 
were  spending  $3.3  million  a  year  on 
food,  and  even  after  opening  their  own 
grocery  were  able  to  retain  only 
$500,000  in  1985. 

According  to  a  Rensselaerville  In- 
stitute study,  what  the  reservations 
lack  most  is  not  capital  but  entrepre- 
neurs, the  spark  plugs,  as  Institute 
President  Harold  Williams  calls 
them,  that  make  businesses  go  and,  in 
the  long  run,  set  economies  hum- 


ming. "The  program  mentality  has 
been  drilled  into  the  tribes,"  says  Ross 
Swimmer,  head  of  the  Interior  De- 
partment's Bureau  of  Indian  Affairs, 
"and  they  look  at  economic  develop- 
ment as  a  check  from  Washington." 

It's  an  attitude  that  infects  underde- 
veloped economies  everywhere — 
from  central  Africa  to  the  Caribbean, 
and  even  to  the  Communist  bloc — in 
their  efforts  to  get  the  engine  of  eco- 
nomic growth  started.  And  it's  no 
more  productive. 

"You  really  should  be  betting  on 
people,"  Hal  Williams  says,  "rather 


Chief  Phillip  Martin  and 
Mississippi  Choctaw  Industrial  Park 
The  trick  is  to  get  out  and  sell  the  reservation 


than  plans  or  budgets."  Under  Swim-  tion, 
mer,  the  Bureau  of  Indian  Affairs  is 
trying  to  do  just  that.  A  few  months 
ago  it  hired  three  firms,  Williams' 
Rensselaerville  Institute  among 
them,  to  create  a  series  of  business 
development  centers  to  produce  more 
than  a  thousand  jobs  over  the  next 
three  years.  So  what's  new  about  this? 

What  sets  the  present  program 
apart  is  that  its  emphasis  will  be 
individual  and  entrepreneurial  rather 
than  bureaucratic,  whether  it's  help- 
ing a  tribal  businessman  find  financ- 
ing for  a  computer  service  operation 
or  a  tribe  find  a  manager  to  straight- 
en out  one  of  its  existing  businesses. 


"Nobody  has  ever  gone  out  and 
tried  to  develop  small  business  on 
the  reservations,"  says  David  Gor- 
don, an  entrepreneur  who  heads  up 
the  business  opportunity  centers  for 
the  institute.  "Our  objective  is  to 
create  nonsubsidized  jobs.  We  want 
to  start  with  the  idea  of  a  business 
that  isn't  totally  dependent  on  sub- 
sidy. We're  not  saying  a  group  of 
Indians  can't  own  a  business  and 
operate  it  successfully.  What  we're 
saying  is  you've  got  to  have  some- 
body in  charge." 
Are  Indians  good  entrepreneurs? 
Some  are.  The  Red  Pages,  a 
private  listing  of  Indian  busi- 
nesses in  the  U.S.,  found 
5,179  in  1985,  largely  off  res- 
ervations, and  Swimmer  is 
looking  for  Indian  college 
graduates  as  prospective  en- 
trepreneurs. Given  the  inten- 
sity of  tribal  loyalties,  a  fair 
number  may  be  willing  to 
come  back  to  the  reserva- 
tion— assuming  the  grip  of 
the  tribal  bureaucracy  can  be 
broken. 

"I  would  argue,"  says  Rob- 
ert Nelson,  who  headed  up 
the  Interior  Department's 
Task  Force  on  Indian  Eco- 
nomic Development  last 
year,  "that  it  is  the  bureau- 
cracy at  the  tribal  level  as 
much  as  in  Washington  that 
has  been  a  barrier  to  the  en- 
trepreneurial spirit,  and  if 
you  remove  that  barrier,  you 
may  find  the  historic  roots  of 
some  kinds  of  entrepreneur- 
ial endeavor  are  very  much 
present."  According  to  Nel- 
son, "the  attitude  the  Task 
Force  Report  took  was  to  try 
to  create  opportunities  for 
things  to  happen" — enter- 
prise zones,  preferential  con- 
tracting and  financial  aid. 
"You  need  to  take  a  lot  of 
action  in  the  area  of  educa- 
training  centers,  preference. 
There's  just  not  going  to  be  a  spon- 
taneous burst  of  entrepreneurship." 

"All  the  entrepreneurs  on  the  res- 
ervations have  been  co-opted  by  fed- 
eral programs,"  Ross  Swimmer  com- 
plains. "The  guy  who  wants  to  run 
a  business  says  to  heck  with  that, 
and  he'll  go  off  the  reservation.  We 
want  to  bring  those  people  back. 
There's  an  entrepreneurial  class  of 
Indians  in  this  country  someplace." 

Just  another  cruel  hope?  Maybe, 
but  one  thing  is  clear:  Indian  back- 
wardness, like  all  the  other  intracta- 
ble social  problems,  doesn't  yield  to 
massive  assaults  by  dollars.  ■ 
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eet  the  upper  echelon  of 
Jeep. . .  Grand  Wagoneer  and 
Wagoneer  Limited.  Two  of  our 
most  elegantly  appointed 
vehicles  that  for  all  of  their 
well-crafted  luxury,  still  loyally 
uphold  the  guts-and-glory 
can-do  legacy  that  could  only 
belongtoajeep^. 

Upon  close  inspection, 
you  will  find  Grand  Wagoneer 
the  epitome  of  luxury  and 
capability.  Its  endowments 
include  room  for  six  adults, 
genuine  leather  upholstery, 
power  everything,  air  condi- 
tioning, premium  sound 
system,  shift-on-the-fly 
4-wheel  drive,  and  a  powe 
5.9  litre  V8  with  a  2%  ton 
towing  capacity.  You  will  al 
find  all  this  standard. 
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Ahead  of  the  pack  for  years,  Nike  watched 
its  top  competitor  blow  by  in  the  changing 
sports  shoe  business.  But  it  is  still . . . 


Looking  for 
that  strong  finish 


By  John  Heins 


Competitive  marathon  run- 
ners call  it  hitting  the  wall. 
That's  the  point,  maybe  17  or 
18  miles  into  the  26-mile  race,  when 
physical  pain  is  the  sharpest,  breath- 
ing becomes  an  excruciating  effort 
and  runners  face  that  critical  choice: 
quit  or  keep  going.  Once  past  the  wall, 
though,  the  pain  subsides,  the  mind 
clears,  and  competitors  frequently 
finish  well. 

Corporations,  as  they  mature,  "hit 
the  wall"  all  the  time.  Take  Nike, 
Inc.,  the  $860  million  (estimated  1987 
sales)  athletic  footwear  and  apparel 
company  based  in  Beaverton,  Ore. 


The  growth  of  Nike,  named  after 
the  Greek  goddess  of  victory,  is  the 
stuff  of  legend.  Founded  in  1964  with 
$500  each  from  25-year-old  Philip 
Knight  and  his  former  track  coach, 
William  Bowerman,  Nike  went  up 
against  West  German  giants  Adidas 
and  Puma  in  the  U.S.  athletic  shoe 
market  and  won.  Sales  of  $3.2  million 
in  1973  rose  to  nearly  $870  million 
ten  years  later.  Net  income  rose  every 
year,  hitting  $57  million  in  fiscal 
1983,  a  30%  return  on  equity.  Then 
Nike  hit  the  wall. 

Sales  and  profits,  which  had  risen 
steadily  for  20  years,  began  to  swing 
wildly.  The  stock  fell  60%  during 
1984  alone,  and  at  around  16  recently 


is  still  40%  off  its  alltime  high  set 
four  years  ago.  Reebok  International 
became  the  company  to  beat,  as  run- 
ning gave  way  to  aerobics  as  the  latest 
fitness  fad.  Soft-leather  athletic  shoes 
replaced  the  clunkier  jogging  shoes  as 
a  sports  and  fashion  buy,  especially 
with  women.  Nike  missed  that  trend 
completely  and  then  responded  slug- 
gishly. Its  foray  into  the  Japanese  foot- 
wear market  and  its  investments  in  a 
home-exercise  equipment  company 
and  a  chain  of  back  clinics  flopped. 

Even  its  good  news  was  short-lived. 
The  successful  Air  Jordan  line  of  bas- 
ketball shoes  in  1985  led  to  record 
earnings,  but  collapsed  within  a  year. 

Canton,  Mass. -based  Reebok  raced 
past  Nike  as  the  leader  in  the  $2.7 
billion  brand-name  sports  footwear 
business,  capturing  just  over  30%  of 
the  market  last  year.  Nike  fell  to  sec- 
ond place  with  21%.  Reebok  stepped 
up  the  pressure  in  March,  agreeing  to 
buy  Portland's  Avia  Group  Interna- 
tional, a  fast-growing  maker  of  high- 
performance  sports  shoes  with  ex- 
pected 1987  sales  of  $150  million. 
"We  went  through  a  number  of  years 
where  we  predicted  the  market  with 
astonishing  accuracy,"  says  Philip 
Knight,  now  49,  and  still  Nike's  chief 
executive.  "We  got  a  little  arrogant. 
Then  everything  changed." 

Humbled,  Nike  is  trying  to  regain 
the  steps  it  lost.  Knight  is  slashing 
overhead,  closing  excess  plant  capaci- 
ty, so  that  now  nearly  all  production 
is  handled  by  contractors  in  South 


Nike  Chairman  Philip  Knight 

"We  got  a  little  arrogant.  Then  everything  changed. 
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Catalog  showrooms  were  one  of  those  re- 
tail concepts  that  were  going  to  grow  to  the 
sky.  Nothing  grows  to  the  sky. 


Catalog  of  woes 


Korea,  Taiwan  and  Thailand.  Adver- 
tising and  promotion  spending  have 
been  cut  20%  this  year.  Nike's  pay- 
roll, 4,300  in  1983,  is  down  to  3,000. 

Perhaps  just  as  crucial,  Knight  has 
decided  not  to  chase  Reebok  into  the 
fashion  side  of  the  business.  Reebok's 
fashion-conscious  buyers  don't  seem 
to  care  much  that  the  shoes  wear  out 
quickly.  "For  Nike  to  be  a  solid  com- 
pany in  the  long  run,"  Knight  says, 
"we  have  to  concentrate  on  making 
the  best-quality,  best-performing 
shoes  we  can.  The  fashion  business  is 
just  too  hard  to  manage  year  in  and 
year  out." 

Nike's  next  big  winner  could  be  its 
new  line  of  shoes  featuring  a  unique, 
patented  "Air"  cushioning  system. 
The  Air  cushioning,  a  pocket  of  spe- 
cially formulated  gas  in  the  sole  of  the 
shoe,  reduces  the  force  of  impact  on 
the  runner's  leg.  "Nike's  new  running 
shoes  are  the  best,  most  durable, 
we've  ever  seen  or  ever  tested,"  says 
Bob  Wischnia,  a  senior  editor  who 
oversees  Runner's  World  magazine's 
annual  shoe  survey. 

At  the  same  time  Knight  isn't  ig- 
noring marketing.  He's  spending  $20 
million  this  year  to  promote  the  Air 
line  with  a  "Revolution  in  Motion" 
advertising  campaign.  TV  ads  feature 
the  original  recording  of  the  Beatles 
singing  "Revolution,"  the  first  time  a 
Beatles  master  recording  has  been  li- 
censed for  a  TV  commercial.  Nike's 
"futures"  orders  from  retailers  (for 
August  delivery)  have  recently  turned 
up  from  the  previous  year  for  the  first 
time  in  15  months.  "The  line  is  doing 
very,  very  well,"  says  Charles  Eggers, 
general  merchandising  manager  for 
Foot  Locker,  the  nation's  largest  ath- 
letic shoe  retailer. 

'  Yet,  even  if  the  new  shoe  is  the 
success  Knight  expects,  it  won't  keep 
earnings  from  falling  some  40%  for 
the  fiscal  year  ending  May  31,  to 
around  $35  million.  Sales  should  be 
off  almost  20%,  to  $860  million.  Still, 
several  analysts  say  the  strong  new 
line  and  Nike's  slimmed  overhead 
should  buoy  earnings.  Wall  Street  is 
encouraged:  The  stock  is  up  37% 
since  the  beginning  of  the  year. 

What's  next?  Knight  sees  children's 
shoes,  walking  shoes  and  training 
shoes  for  athletes  who  play  a  variety 
of  sports  as  potential  growth  areas. 

With  his  39%  stake  in  Nike  still 
worth  some  $240  million,  Knight 
speaks  wistfully  of  the  good  old  days 
"when  we  were  on  top  of  that  wave  of 
brand  acceptance."  Nike,  most  likely, 
will  never  return  to  those  heady  years 
of  growth.  But  having  broken  through 
the  wall,  it  could  still  be  a  strong 
finisher.  ■ 


By  Mary  Kuntz 

F|  our  years  ago  Raymond  Zim- 
merman, chief  executive  of  Ser- 
vice Merchandise,  the  largest 
catalog  showroom  chain,  aroused  cu- 
riosity when  he  decided  to  erect  in 
front  of  his  Nashville  headquarters  a 
giant  sculpture  of  blenders,  irons  and 
the  like,  all  welded  together. 

The  sculpture  is  in  crates,  either 
because  of  local  opposition  or  damage 
caused  in  shipping,  depending  on 
whom  you  talk  to.  Too  bad,  because  a 
pile  of  junk  would  be  a  fitting  symbol 
for  beleaguered  Service  Merchandise 
and  for  the  industry  it  belongs  to. 
Zimmerman's  company,  15  years  ago 
a  stellar  growth  stock,  lost  $47  mil- 
lion, or  $1.41  a  share,  on  sales  of  $2.5 
billion  in  1986.  Long-term  debt  grew 
more  than  70%,  to  $660  million,  or 
70%  of  total  capitalization.  Shares  re- 
cently sold  for  6Vx,  a  discount  to  book 
value  and  down  from  27  in  1983. 

Service  Merchandise  has  some 
company  in  its  misery.  Best  Products, 
the  other  big  chain,  lost  $25  million 
last  year  and  closed  17  catalog  show- 
room outlets.  In  a  sign  of  the  times, 
the  industry's  trade  magazine  recent- 
ly changed  its  name  from  Catalog 
Showroom  Merchandiser  to  CSM  Upscale 
Discounting.  Upscale  says  the  number 
of  showrooms  has  fallen  in  the  last 
five  years,  from  1,591  to  1,446. 

Evidently  retailing  concepts  don't 
always  grow  to  the  sky,  something 
that  fans  of  the  current  favorites 
(home  shopping  and  wholesale  clubs, 
to  name  a  few)  ought  to  think  about. 

Zimmerman,  for  his  part,  is  willing 
to  take  some  blame  for  the  debacle.  In 
1985  he  bought  two  weakened  com- 
petitors for  $200  million,  adding  87 
showrooms  in  a  single  motion,  while 
at  the  same  time  aggressively  expand- 
ing Mr.  How,  an  ill-fated  home  im- 


provement warehouse.  "We  just  did 
not  do  a  good  job  of  running  our  busi- 
ness, that's  all.  We  didn't  stay  on  top 
of  it,"  says  Zimmerman,  a  frenetic 
man  who  keeps  two  programmable 
telephones  on  his  desk,  the  better  to 
summon  subordinates  with  a  single 
jab  of  his  index  finger. 

The  idea  was  to  whip  the  acquisi- 
tions into  shape  fast  by  converting 
them  to  the  Service  Merchandise  for- 
mula. But  at  H.f.  Wilson  Co.,  the  larg- 
er of  the  two  acquired  chains,  60%  of 
the  inventory  proved  to  be  incompati- 
ble. It  took  18  months  of  near  give- 
aways to  get  rid  of  the  misfit  products. 

Meanwhile,  Mr.  How,  a  Florida 
store  acquired  in  1983,  bled  its  parent 
by  $53  million  pretax  before  being 
dismantled  last  August  for  an  addi- 
tional $27  million.  "I  had  this  illusion 
of  grandeur.  I  insisted  they  grow  at  a 
much  more  rapid  pace  than  they  were 
capable  of,"  says  Zimmerman.  The 
first  foray  north  was  in  Chicago,  with 
the  same  products  that  worked  in 
Florida,  except  that  Chicagoans  don't 
buy  beach  chairs  and  lawn  sprinklers 
year-round. 

While  management  was  busy  with 
Mr.  How  and  Wilson,  same-store 
sales  stopped  growing  and  operating 
expenses  climbed.  Worse,  the  average 
number  of  items  out  of  stock  climbed, 
driving  customers  out  for  good. 

Service  Merchandise  was  started  by 
Zimmerman's  parents  as  a  wholesale 
operation  to  supply  their  chain  of  5  6c 
10  stores.  Like  the  other  showroom 
chains,  it  has  evolved  from  its  original 
bare-bones,  industrial-zone  format.  In 
its  purest  form  a  showroom  consists 
of  a  display  area  for  samples  of  nation- 
ally advertised  hard  goods  like  jewel- 
ry, electronics,  housewares  and  lug- 
gage-— nothing  that  has  to  be  marked 
down  as  fashions  change.  The  cus- 
tomer stands  in  line  once  to  pay  and 
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What  can  you  expect 
from  the  new 
LaserJet  Series  IT 
Printer? 


Everything. 

Because  the  LaserJet  Sene 
Printer  from  Hewlett-Pac 
is  the  product  of  e> 
ence.  It's  a  seconc 
generation  prmte; 
from  the  company 
with  the  world's  lar 
installed  base  of  laser  printers. 

Whatever  your  company's 
needs,  the  LaserJet  Series  II  w 
deliver  the  performance  you  e: 
pect,  at  up  to  8  pages/minute. 

Take  a  simple  memo  like 
the  Soup  letter  we  created  wit; 


t  stay 
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rosoft  Word.  As  you  can  see, 
can  print  in  a  variety  of 
h  lats  and  type  styles  with  our 
jiei  e  selection  of  LaserJet  fonts. 

Or  you  can  create  a  sophisti- 
LTfj  d  combination  of  text  and 
::j  )hics.  With  additional  plug-in 
sis  nory,  you  can  also  produce  full- 

9  300  dpi  graphics,  like  our 

3  form  shown  below  lb  do  this, 

Iased  HP's  new  ScanJet  desk- 
scanner,  Microsoft  Windows 
Pagemaker®  from  Aldus. 
With  support  by  more  than 
of  the  most  popular  software 
-cages,  the  LaserJet  Series  II 
ter  can  produce  whatever 


type  of  business  document  you 
need.  And  LaserJet  Series  II 
works  with  all  popular  PCs. 

In  fact,  only  the  price  is 
unexpected— starting  as  low 
as  $2495* 

For  the  authorized  dealer  near- 
est you,  call  us  at  1  800  367-4772, 
Ext.  900A. 

Microsoft  is  a  registered  trademark  of  Microsoft  Corp  Pagemaker  is  a 

U  S  registered  trademark  of  Aldus  Corporation. 

•Suggested  US  list  price.  ©  1987  Hewlett-Packard  Co  PE12701! 
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Service  Merchandise  Chairman  Raymond  Zimmerman  and  objet  d  art  from  lobby 
"I  had  this  illusion  of  grandeur." 


"We  just  did  not  do  a  good 
job  of  running  our  business, 
that's  all.  We  didn't  stay  on 
top  of  it,"  says  Zimmerman, 
a  frenetic  man  who  keeps 
two  programmable 
telephones  on  his  desk,  the 
better  to  summon 
subordinates  with  a  single 
jab  of  his  index  finger. 


once  more  to  pick  up  his  goods  when 
they  emerge  from  the  warehouse.  Ad- 
vertising consists  mainly  of  an  annual 
catalog  that  shows  the  items  and  dis- 
counts. There's  no  service.  The  only 
amenity  is  an  absence  of  Muzak. 

But  in  the  late  1970s — even  as  in- 
dustry leaders  like  Best  Products  sold 
for  up  to  20  times  earnings — others 
found  ways  to  compete.  As  mass  mer- 
chandisers expanded  they  could  buy 
m  bulk  direct  from  manufacturers 
and  offer  the  same  low  prices.  Kresge 
became  K  mart,  and  Wal-Mart,  Caldor 
and  Bradlees  came  on  strong. 

"You  can  go  into  a  discounter  and 
pay  the  same  low  prices  on  the  same 
nationally  advertised  brand-name 
hard  goods  that  Service  Merchandise 
sells,  but  you  get  a  higher  level  of 
service,  a  better  shopping  ambience 
and  a  far  wider  assortment  of  goods," 
says  Kenneth  Gassman,  an  analyst 
with  Wheat,  First  Securities.  "The 
catalog  showroom  has  lost  its  com- 
petitive differential." 

Whereas  Service  Merchandise 
stocks  maybe  10,000  hard  goods,  the 
typical  K  mart  stocks  100,000  items, 
including  clothing  and  health  and 
beauty  aids.  You  wait  in  one  line,  not 
two,  at  K  mart.  And  there's  a  subtle 
psychological  advantage  in  letting  the 
shopper  choose  his  own  item  off  the 
shelf  and  in  effect  take  possession  be- 
fore paying.  Buyers  don't  like  to  wait 
after  surrendering  their  money. 


As  small  chains  began  to  succumb 
to  the  pressure,  Service  Merchandise 
and  chief  rival  Best  Products  snapped 
up  some  of  the  weakened  small  fry, 
while  other  showrooms  closed  up. 

Unlike  Service,  Best  Products  is  at- 
tempting to  change  its  stripes.  Chief 
Executive  Robert  Huntley  told  ana- 
lysts in  March  that  "the  catalog  is  no 
longer  the  business."  He  plans  to  in- 
crease radio,  TV  and  newspaper  adver- 
tising and  have  more  self-service 
products.  In  short,  he  plans  to  act 
more  like  a  discounter.  "Customers 
use  [the  catalog)  to  compare  sale 
prices  elsewhere,  and  competitors  use 
it  to  price  promotions,"  Huntley  said. 
"It  forces  us  to  commit  to  products 
and  prices  for  a  full  year,  causing  in- 
ventory problems  and  staleness." 

But  Ray  Zimmerman  is  still  a  be- 
liever. "We  think  the  catalog  business 
is  alive  and  real  and  here  to  stay,  and 
our  customers  say  that,  too,"  says 
Zimmerman.  He  thinks  stores  can 
generate  internal  growth  of  5%  to  6% 
a  year,  and  he  looks  forward  to  return- 
ing to  the  days  of  20  new  startups  or 
additions  per  year. 

Analysts  and  competitors  alike  give 
Zimmerman  high  marks  as  a  show- 
room operator,  despite  the  dismal  per- 
formance of  the  last  two  years.  But 
running  the  very  best  catalog  show- 
room in  town  might  be  a  little  bit  like 
running  the  very  best  buggy  whip  fac- 
tory in  town.  ■ 
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Because  without 
the  right  tools  you  can't 
get  the  jump  on  the 
competition. 


5  at- 


The  Canon  AP  300  Electronic  Typewriter  helps 
today's  upwardly  mobile  business  executives  spring  into  action. 

With  automatic  underlining,  indenting,  bold  print,  centering  and  line  framing  for  charts, 
the  AP  300  will  make  any  office  more  productive.  It  even  has  a  half-page  correction  memory 
and  a  phrase  memory  for  frequently  used  names,  addresses  and  phone  numbers. 

Canon's  optional  90,000-word  dictionary  will  catch  spelling  errors  and 
suggest  corrections.  And  for  flawless  typing,  our  half-page  CRT  screen  with 
global  search  and  replace  turns  editing  into  child's  play. 

All  these  options  are  available  on  the  AP  350,  which  has  a  memory 
expandable  to  24K.  For  less  complex  typing  needs  there's  the  Canon  AP  200. 

And  since  Canon  has  over  750  dealer  locations  coast  to  coast,  service 
is  never  a  problem. 

So  remember:  Look  before  you  leap,  and  get  Canon  typerwriters.  Canon 
typewriters  will  give  any  business  a  boost. 

For  more  information  on  Canon's  full  line  of  electronic  typewriters 
call  1-800-453-1800.  (In  Utah,  800-922-3131)  C^cVIl  OTI 


Enioy  easy  extended  payments  with  Ine  Canon  Credit  Card 
Ask  lor  details  at  participating  Canon  dealers  and  retailers  Available  only  in  U  S 
Canon  USA.  Inc.  One  Canon  Plaza  Lake  Success,  NY  11042  ©  1987  Canon  U  S  A .  Inc 


HOW  SUCCESSFUL  COMPANIES  TYPE. 


Transportation. 

Wherever  it  goes,  we'll  be  a  part  of  it. 
Because  the  future  belongs  to  those 
who  stay  a  step  ahead— to  Eaton. 


F:T*N 

Growing  into  the  future. 

Automotive  •  Electronics  •  Defense  •  Capital  Goods 


Starting  from  scratch,  a  couple  of  entrepre- 
neurs from  Brooklyn  are  making  a  splash 
in  the  soda  market.  It  seems  Anheuser- 
Busch  wants  what  the  women  have. 


Soda  war 


Sophia  Collier,  president  of  American  Natural  Beverage  Co. 
She  began  by  concocting  sodas  in  her  kitchen. 


By  Richard  L.  Stern 

At  just  31,  Sophia  Collier  is  co- 
founder  with  Connie  Best,  33,  of 
American  Natural  Beverage  Co.,  mar- 
keter of  the  wildly  successful  Soho 
Natural  Soda,  which  started  at  noth- 
ing in  1977  and  will  gross  $30  million 
this  year.  But  Collier  noticed  some- 
thing was  wrong  during  a  visit  last 
August  to  her  main  supplier,  a  plant 
in  Havre  de  Grace,  Md.,  then  owned 
by  Tetley  Tea,  which  made  most  of 
Soho's  sodas.  Though  Soho,  which 
sells  12  flavors  in  33  states,  was  then 
the  biggest  customer  of  the  soft  drink 
plant,  Collier  was  startled  to  discover 
that  the  plant  was  testing  a  variety  of 
natural  soda  formulas  for  St.  Louis- 
based  Anheuser-Busch  Cos.  More: 
Plant  officials  were  anxiously  await- 
ing an  official  visit  from  none  other 
than  the  great  Budweiser  beer  baron, 
August  (Auggie)  Busch  III  himself. 

Sniffing  a  proverbial  skunk,  Soho 
Soda  a  quick  month  later  shifted  most 
of  its  production  from  Havre  de 
Grace — just  as  Auggie  Busch  bought 
the  entire  plant.  But  Collier  claims 
Soho  was  not  quick  enough  to  keep 
Busch  from  grabbing  Soho  Soda's  reci- 
pes and  customer  lists.  The  plant  is 
now  turning  out  Anheuser-Busch's 
own  "natural  soda,"  which  it  calls 
Zeltzer  Seltzer. 

On  top  of  that,  Collier  charges,  An- 
heuser-Busch began  pressuring  inde- 
pendent beverage  distributors  to  stop 
carrying  Soho's  sodas.  At  the  same 
time,  the  beverage  giant  was  rolling 
out  a  national  marketing  campaign 
pitching  Zeltzer  Seltzer  as  "Some- 
thing Utterly  New." 

New?  Zeltzer  Seltzer,  from  labels  to 
flavors,  is  strikingly  similar  to  Soho 
Natural  Soda.  Not  similar  are  the  in- 
gredients: Soho  uses  natural  fruit 
juice,  Zeltzer  a  cheaper  fruit  distil- 
late. But  the  Zeltzer  label  carries  the 
same  checkerboard  pattern  on  a  dia- 
mond-shaped background,  just  like 
Soho.  There  is  the  same  shadowed 
script  lettering,  with  the  flavor  set  out 
in  a  bordered  oval.  "Confusingly  simi- 
lar," Sophia  Collier  wrote  in  a  letter 
to  Auggie  Busch,  demanding  he 
change  the  packaging.  Anheuser's  big- 
gun  New  York  law  firm,  Skadden, 
Arps,  Slate,  Meagher  &  Flom,  replied 
that  the  "assertions"  were  "without 
merit." 

The  situation  has  all  the  trappings 
of  melodrama,  with  Collier  and  Best 
trying  to  survive  against  the  full 
weight  of  a  $7.6  billion  company.  The 
childhood  friends  from  Brooklyn, 
N.Y.  began  concocting  a  soft  drink 
with  no  artificial  flavoring  or  coloring 
in  their  kitchen  a  decade  ago.  They 
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distributed  the  soda  from  the  back  of 
an  old  Jeep  to  stores  in  Manhattan's 
artsy  and  increasingly  high-rent  Soho 
district.  In  the  last  three  years,  with  a 
lot  of  hard  work  plus  $3  million  in 
backing  (for  28%  of  the  company) 
from  influential  investors  that  in- 
clude the  Rockefeller  family,  Soho 
has  improved  from  $400,000  in  sales 
to  $20  million  in  1986,  with  distribu- 
tion through  10,000  outlets  in  33 
states. 

Soho  is  firing  back  at  Anheuser- 
Busch  with  former  Watergate  attor- 
ney Richard  Ben-Veniste,  whose  law 
firm  is  suing  the  Budweiser  brewer  in 
U.S.  District  Court  in  Manhattan  to 
get  Zeltzer  Seltzer  pulled  from  stores. 
Soho  contends,  among  other  things, 
that  Anheuser-Busch  is  violating 
New  York's  unfair-competition  stat- 
utes, which  prohibit  a  new  product 
from  using  trademarks  or  packaging 
that  is  similar  enough  to  an  existing 
product  to  confuse  consumers. 

Loftily,  an  Anheuser-Busch  spokes- 
man says  the  company  never  com- 
ments to  the  press  on  lawsuits. 

With  all  its  problems  these  days — 
with  payoffs  and  with  product  flops — 


Soho  Natural  Soda  and  Zeltzer  Seltzer 
"Something  tttterly  new"? 

it  is  little  wonder  Anheuser  is  clam- 
ming up.  Though  enormously  suc- 
cessful in  beer,  Anheuser-Busch  has 
so  far  failed  trying  to  diversify  into 
other  beverages.  One  product,  Route 


66  Root  Beer,  never  went  anywhere. 
Another,  Chelsea,  a  malt-based  non- 
alcoholic drink,  was  withdrawn  after 
nuns  and  nurses,  among  others,  pro- 
tested that  it  was  an  attempt  to  turn 
adolescents  into  beer  guzzlers. 

More  recently,  Anheuser  misjudged 
the  market  with  Baybry's,  a  cham- 
pagne-based cooler  that  was  too  ex- 
pensive compared  with  wine  coolers. 
Another,  Dewey  Stevens,  a  low-calo- 
rie wine  cooler,  is  suffering  from  a 
glut  of  products  in  that  market.  LA, 
the  company's  elaborately  publicized 
low-alcohol  beer,  has  also  not 
worked.  "People  either  want  alcohol 
or  they  don't,"  concludes  Manny 
Goldman,  a  Montgomery  Securities 
analyst. 

All  this  may  explain  why  Anheuser 
is  pushing  Zeltzer  Seltzer  so  hard,  to 
the  point  of  underpricing  Soho  by 
about  15  cents  a  bottle.  But  Anheuser 
may  again  have  misunderstood  a  mar- 
ket. Natural  soda  is  aimed  at  affluent 
drinkers  who  care  little  about  price, 
says  Jessie  Meyers,  publisher  of  Bever- 
age Digest,  the  industry  bible. 

Something  seems  seriously  amiss 
in  St.  Louis  these  days.  ■ 


Should  business  people  listen  to  Wall  Street?  Or  should  they  follow 
an  inner  vision?  Edwin  Land,  Polaroid's  great  founder,  has  some 
provocative  thoughts  on  the  subject. 

The  vindication 
of  Edwin  Land 


By  Subrata  N.  Chakravarty 

Edwin  Land,  the  brilliant  busi- 
nessman/scientist who  created 
Polaroid,  building  it  into  what 
is  now  a  $1.6  billion  company  with  a 
household  name,  sets  high  standards 
for  himself.  "My  motto,"  says  Land, 
now  78,  "is  very  personal  and  may  not 
fit  anyone  else  or  any  other  company. 
It  is:  Don't  do  anything  that  someone 
else  can  do.  Don't  undertake  a  project 
unless  it  is  manifestly  important  and 
nearly  impossible. 

"If  it  is  manifestly  important," 
Land  continues,  "then  you  don't  have 


to  worry  about  its  significance.  Since 
it's  nearly  impossible,  you  know  that 
no  one  else  is  likely  to  be  doing  it,  so  if 
you  do  succeed,  you  will  have  created 
a  whole  domain  for  yourself." 

Land  unveiled  the  first  sepia-print 
instant  camera  in  1948,  convinced  he 
was  onto  something  significant  and 
nearly  impossible.  He  protected  Po- 
laroid's products  and  processes  with 
nearly  2,000  patents — which  paid  off 
handsomely  in  September  1985,  when 
Eastman  Kodak  lost  a  patent  viola- 
tions suit  to  Polaroid.  The  award,  or 
settlement,  could  range  between  $400 
million  and  $700  million  ($8.50  to 


$14.90  per  share  aftertax).  Punitive 
damages  could  triple  the  amount. 

Land's  single-mindedness  also  led 
to  the  one  major  failure  of  his  career: 
the  Polavision  instant  movie  system, 
introduced  in  1977.  Polavision  was  a 
technical  tour  de  force — meeting  his 
criterion  of  being  "nearly  impossi- 
ble." Its  "significance"  was  some- 
thing else  again.  Polavision  was  too 
late.  It  could  not  compete  against  vid- 
eotape recording,  and  the  project  was 
written  off  in  1979  at  a  cost  of  $68.5 
million. 

After  Polavision  failed,  William 
McCune  Jr.,  then  president,  and  oth- 
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Retired  Polaroid  founder  Eduin  Land 

"Don't  undertake  a  project  unless  it  is  manifestly  important  and  nearly  impossible." 


Nr»  Yorit  Time* 


ers  felt  it  was  time  to  diversify.  "The 
amateur  [photography]  business  is 
subject  to  a  lot  more  ups  and  downs 
than  other  businesses,"  explains  Po- 
laroid Vice  President  Sam  Yanes.  "We 
didn't  want  to  go  for  that  joyride  all 
the  time.  So  there  was  a  definite,  con- 
scious effort  to  reduce  our  dependen- 
cy on  amateur  instant  photography." 

Rather  than  undercut  the  managers 
he  had  picked  to  succeed  him,  Land 
withdrew.  He  resigned  as  chief  execu- 
tive in  1980  (he  remains  Polaroid's 
chairman  emeritus)  and  sold  his  stock 
in  1985.  He  is  neither  an  officer  nor 
director.  "I  had  been  such  a  dominant 
influence  in  the  company  for  such  a 
long  time  that  I  had  to  separate  myself 
completely,"  he  says.  His  chosen  suc- 
cessors, he  adds,  "had  to  learn  to  be 
proud  of  what  they  were  doing."  To- 
day Land  pursues  his  interests  in  pure 
science  at  his  Rowland  Institute  of 
Science  in  Cambridge,  Mass. 

Without  rancor,  but  with  a  hint  of 
scom,  Land  says  of  his  successors' 
decision  to  abandon  the  unique  and 
the  difficult.  "They  [Polaroid's  man- 
agers] were  responding  to  the  pressure 
of  the  financial  world.  But  the  essence 
of  business  leadership  in  America  is 
to  be  able  to  turn  your  back  on  the 
demands  of  the  financial  world:  Its 
analyses  are  never  profound." 

With  Land  gone,  McCune,  now 


chairman,  and  I.  MacAllister  Booth, 
now  chief  executive,  accelerated  their 
efforts  to  diversify.  For  the  first  time 
the  company  began  buying  technol- 
ogy from  others,  with  ventures  into 
disk  drives,  fiber  optics,  video  record- 
ers and  inkjet  printing.  It  has  a  joint 
venture  with  Germany's  Hoechst  to 
develop  a  medical  diagnostics  ma- 
chine and  sells  videotape  purchased 
from  Fuji  Photo  under  its  own  name. 
It  recently  entered,  late,  the  very  com- 
petitive floppy  disk  business. 

The  results  of  the  diversification 
effort  are  not  impressive.  The  non- 
photographic  ventures  now  contrib- 
ute some  10%  to  Polaroid's  sales  but 
almost  nothing  to  its  earnings.  Indus- 
trial uses  of  instant  photography  have 
fared  better,  doubling  since  1979,  to 
around  S600  million  m  sales,  most  of 
it  in  instant  film.  But  even  so,  Polar- 
oid's earnings  essentially  stagnated 
after  1980's  $2.60  a  share.  In  1985 
Polaroid  earned  just  SI.  19  a  share. 

Then,  last  year,  earnings  suddenly 
jumped,  to  S3. 40  a  share.  Was  the 
diversification  bearing  fruit?  No,  but 
Edwin  Land's  belief  in  instant  ama- 
teur photography  was  paying  off  big. 

The  fact  is,  consumers  still  find  in- 
stant cameras  exciting.  Last  year  ama- 
teur photography  accounted  for  55% 
of  Polaroid's  sales.  And  with  40%  of 
its  overall  sales  booked  abroad  and 


over  70%  of  its  manufacturing  in  the 
U.S.,  Polaroid  benefited  enormously 
from  the  falling  dollar  last  year. 

Agam  thanks  to  Land's  focus  on  the 
consumer  photography  market,  1987 
should  be  even  better.  The  latest  cul- 
mination of  Polaroid's  work  in  in- 
stant photography  is  the  Spectra.  In- 
troduced a  year  ago,  the  Spectra  is  the 
first  major  new  camera  to  emerge 
from  Polaroid's  laboratories  since  the 
SX-70  was  introduced  in  1972.  The 
Spectra  delivers  35mm-quality  pic- 
tures, instantly.  Skeptics  said  the 
camera  was  too  expensive:  S225,  dis- 
counted to  around  SI 50  in  places. 

The  skeptics  were  wrong.  Morgan 
Stanley  analyst  Brenda  Landry  esti- 
mates that  more  than  600,000  Spec- 
tras  moved  last  year,  plus  2  million 
boxes  of  film  (retailing  at  about  S8  for 
ten  exposures!.  Landry  believes  earn- 
ings will  hit  S4  a  share  this  year,  easi-' 
ly  exceeding  the  old  record. 

Is  Land  gloating  at  the  vindication 
of  his  vision?  No,  that  wouldn't  be 
like  him.  He  says  of  his  successors: 
"For  a  while  they  were  searching,  but 
I  think  they've  settled  down  to  the 
full  appreciation  of  what  a  wonderful 
field  instant  photography  still  is. 
They  have  come  to  appreciate  the 
unique  things  that  the  company  has 
and  to  perceive  that  they  are  unique. 
Polaroid  has  the  field  all  for  itself."  ■ 
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In  1981,we  introduced 
the  world's  most  successful 
personal  computer. 

Here  we  £o  again. 


Introducing  the  IBM 


Personal  System/2 
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So,  it's  power  you  wat 


The  new  performance. 

It's  tempting  to  size  up  computers  by 
the  numbers,  but  in  the  I  BM  Personal 
System /2,  real  performance  exceeds  the 
sum  of  its  parts. 

Components  were  designed  not  just 
to  coexist,  but  to  cooperate;  within  each 
system,  and  within  your  total  computing 
environment. 


"  
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So  your  software  runs  faster,  and 
your  system  is  more  reliable. 

Extras  aren't  extra. 

You  could  expand  earlier  IBM  PCs 
af  ter  you  bought  them,  but  the  Personall 
System /2  is  expanded  before  you  even 
open  the  carton.  Things  that  used  to 
cost  extra  don't  anymore. 

Advanced  graphics,  parallel  and 
serial  ports,  a  port  for  pointing  devices, 


and  diagnostics  are  included. 
And  new  IBM  technology- 
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The  IBM  Personal  System  12  takes  up  less  space  on  your  desk.  Tlie  on/off 
sn  itch  is  on  the  front,  and  monitors  tilt  and  sn  ivel. 


million-bit  memorv  chip,  high-density 
logic  circuits,  and  integrated  "planar 
boards'—  is  sending  performance  up, 
and  costs  down. 

Paths  to  the  future. 
Models  50, 60  and  80  share  a  design 
that's  new  to  personal  computing.  Tech- 
nically it's  described  as  parallel  bus 
architecture  (we  call  it  IBM  Micro 
Channel  ),  but  think  of  it  as  a  highway. 
Our  first  PCs  were  built  around 
a  two-lane  street.  Usuallv  that's 
enough,  but  sometimes  there  are 
traff  ic  jams.  Your  sales  figures  might 
have  to  stand  on  the  corner  while 
your  mailing  list  goes  by; 

The  new  system  is  like  an  ex- 
pressway. There  are  more  lanes  open 
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5  being  introduced 


in  both  directions. 

The  ramps  are  more 

smoothly  paved,  and 

signals  are  better 

synchronized.  So  data  can 

flow  more  freely. 

This  is  what  the  286 

and  386  chips  have  been 

waiting  for.  A  highway  to 

match  their  horsepower. 

The  new 
operating  systems. 

The  Personal  System/2 


Hie  IBM  Personal 
System  12  Model  80 
was  created  to 
unleash  the  power 
of the  80386 
microprocessor. 


with  a  new  IBM  PC  DOS 
Version  3.3  that  lets  you  tap 
into  the  new  systems  im- 
mediately, and  works  with 
all  previous  IBM  PCs  as  well. 

There's  also  an  IBM  3270  Workstation 
Program  that,  with  PC  DOS  Version  3.3, 
helps  the  Personal  System/2  connect  with 


being  carefully  timed  so  that  everyone 
involved— software  makers,  our  dealers, 
you— can  take  full  advantage  of  its  power 
as  easily  as  possible.  It  will  do  everything 
our  existing  PC  DOS  does  (in  fact,  they'll 
gvl  along  beautifully),  but  it  also  will 
bring  major  advances. 

Memory.  Our  new  systems  offer  up 
to  16  megabytes'  worth,  and  Operating 
System/2  will  make  these  vast  resources 
easier  to  access. 

Multi-tasking.  With  IBM  Operating 
System/2,  you  won't  have  to  be  a  "power 
 user''  to  understand  how  to  run 


IBM  Personal  System  12  'planar 
boards"  have  many  standard 
features  that  used  to  be  options. 


In  earlier  PCs,  data  sometimes  had  to  stop  and  wait.  Neiv 
IBM  Micro  Channel  architecture  is  more  like  an  expressway. 
Data  flows  more  freely. 

mainf  rames,  supports  more  memory, 
and  lets  you  run  multiple  applications. 
But  much  more  is  coming. 
A  new  IBM  Operating  System  IT 
will  run  on  Models  50, 60  and  80. 
Available  later  on,  its  development  is 


several  programs  at  once.  Multi-tasking 
will  become  a  routine  experience. 

Software.  ^ 
Together  with  the 
new  architecture 
and  more  memory, 
Operating  Sys- 
tem/2 will  give 
software  develop- 
ers new  freedom 
to  create  programs 

that  are  more  powerful,  better  looking, 
and  easier  to  use  than  ever  before. 
'     A  bigger  idea.  Operating  System /2 

is  also  part  of  another  new  idea,  called 
I BM  Systems  Application  Architecture. 

Its  goal  is  to  bring  the  world  of  IBM 
computing  closer  together;  to  provide 
a  greater  consistency  in  look,  function 
and  feel— for  systems,  for  software  and 
for  people  who  use  them.  IBM  Operating 
System/2  is  the  first  step  for  personal 
computing  in  this  promising  new  direction. 
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It's  like  havin 
in  one  box. 


The  new  graphics. 

Back  in  the  dark  ages  of  personal 
computing,  the  world  was  ruled  by 
numbers  and  words.  Graphics  were  a 
nicety,  but  rarely  a 
necessity. 

Welcome  to 
the  Renaissance. 

The  IBM 
Personal  System/2 
has  a  talent  for  gra- 
phics that's  dazzling 

Each  new 
system  can  paint 
up  to  2 56  colors  on 
the  screen  at  once, 
drawing  from  an 
incredible  palette 


of  over  256,000. 
And  not  one  of 


The  IBM  Personal  System/2 
Monochrome  Displays  8503. 


that  create  the  image  can  now  be  tinier, 
and  there  can  be  lots  more  of  them. 
Even  the  space  between  them  seems 
to  have  disappeared.  So  pictures  are 
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those  colors  costs  a  penny  extra. 

Even  in  monochrome,  things  aren't 
monotonous.  There  can  be  up  to  64 
shades  of  gray  for  new  dimension  and 
contrast. 

And  the  images  themselves  are 
gready  improved.  The  tiny  "pixels" 

m 

All  screens  in  this  brochure  ^ 
are  actual  and  unrelouched.  mam 
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crayons 


sharp  and  clearly  defined. 

Better  letters. 

Equally  important,  letters  and 
J  numbers  are  clean-edged  and  precise, 

msm 
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Tlie  IBM  Personal  System  12 
Color  Displays  8512. 

looking  more  like  they're 
printed  than  projected. 
After  a  few  hours  with  your 
trusty  spreadsheet,  you'll 
appreciate  that. 

You'll  also  like  the  non- 
glare  viewing  surface,  and 


mountings  that  tilt  and  swivel  so  your 
neck  doesn't  have  to. 

There  are  four  new  IBM  displays, 
and  each  works  with  every  Personal 
System/2  computer,  all  showing  graphic 
improvements  in  price. 

The  12"  monochrome  and  14"  color 
displays  are  great  for  most  general- 
purpose  work.  The  12"  color  display  is 
even  sharper,  ideal  for  detailed  business 
graphics.  And  for  design  work,  there's 

the  big  16"  color 
display  with  even 
higher  resolving 
power. 

Your  favorite 
programs. 

Just  about  any 

J 

program  you  can 
run  on  the  IBM 
Personal  System/2 
will  look  better, 
and  will  likely  be 
more  pleasant  to 
spend  time  with. 
Many  other  pro- 


grams are  being 


The  IBM  Personal  System/2 
Color  Displays  8513. 

reworked  just  to  take  advantage  of  the 
new  graphics. 

But  the  future  holds  real  surprises. 
The  screens  of  the  Personal  System /2 
are  like  a  brand  new  kind  of  canvas. 
How  the  artists  will  use  them  should  be 
something  to  see. 


The  IBM  Personal  System  12  Model  50  and 
the  IBM  Personal  System/2  Color  Display  8514. 


The  future  belongs 
well-connected. 


The  new  connectivity. 

The  earliest  computers  were  big 
and  cosdy,  so  people  shared  them. 

Then  people  wanted  smaller  com- 
puters just  lor  themselves.  Soon  PCs 
were  in  offices  everywhere.  And  how 
did  people  want  to 


The  managing  director  uses 
IBM  3270  Emulation  and  Ihofessional 
Office  System™  software  (PROFS)  for  checking 
calendars  and  sending  electronic  mail. 


The  personnel  director 
sends  bulletins  using  the  IBM 3270 
Workstation  Program  and  PROFS. 


For  sharing  things.  So  the  idea  of 
PC  connectivity  was  born. 

From  the  start,  the  IBM  Personal 
System /2  was  designed  to  connect; 
w  ith  other  IBM  personal  systems,  with 
bigger  IBM  systems. 

Each  new  system  comes  with 
built-in  asynchronous  communications 
(which  can  save  you  an  option  slot  for 
other  uses). 


An  executive  assistant  uses  IBM  DisplayWrite  4 
to  polish  up  memos  and  reports  for  distribution 
through  IBM  DISOSS. 


An  inventory  clerk  uses 
an  inquiry  to  a  data  base  to  compare 
what's  out  in  the  warehouse  with  sales  orders. 


le 
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A  product  manager 
loads  her  spreadsheet  using 
the  IBM  Token-Ring  Network  to 
access  information. 


K. 


So  information 
as  no  trouble 
traveling  back  and 
forth.  But  the  real  news 
is  what  happens  inside. 

Going  with  the  flow. 

The  new  architecture  in  Models  50, 
60  and  80  will  mprove  the  flow  of 
traffic  within  the  system,  so  when  an 
limportant  message  comes  in  from 

corporate  head- 


quarters, its 
less  likely  to  see 
stop  signs.  And  if 
the  sender  has  a 
properly  equip- 
ped IBM  PC, 
PC  XT,  Personal 
Computer  AT  or 
IBM  Personal 
System/2  Model  30, 


The  IBM  93  70  computer 
\res  information  and  proa  ides 
\ta  base  management  support 

the  business. 


{  that's  okay  too— they  work 
together. 

And  as  the  new  IBM 
Operating  System/2  unfolds, 
communication  will  become 
even  easier.  Its  multi-tasking 
capability  will  make  it  easier 
for  your  system  to  receive 
and  store  electronic  mail,  main- 
frame data,  or  whatever,  while 
youre  busy  doing 
something  else. 

The  scope  of 
communication  has 
been  increased,  too. 

A  wide  array  of 
local  area  network 
and  connectivity 
products  is  part  of 
the  IBM  Personal 
System /2  family,  so 
your  resources  can  be  as  broad  as  your 
needs;  from  the  first  IBM  PC  your  com- 
pany ever  bought,  to  mid-range  systems 
to  the  biggest  IBM  3090  mainframe 
the  lines  are  open. 

And  this  is 
just  the  beginning 


Programmers  work  within 
the  frameuork  of  IBM  Systems  Application 
lr<  hitecture  to  develop  applications. 


Meanwhile,  from  <i  hotel  room,  a  salesman 
uses  the  modem  :n  his  IB  M  PC  Convertible 
to  send  back  details  of  a  new  order 


I  design  engineer 

uses  on  U\  1/  Personal  System/2 
Model  110  to  <  reate  a  product  o<  <  essine 
designs  from  tin-  host  computer. 


IBM  just 


smalle 


three  quarter  inches. 


The  new  media. 

The  amazing  5 V"  floppy  diskette 
can  hold  literally  hundreds  of  pages' 
worth  of  memos,  reports  and  vital 
statistics. 

So  whv  are  we  switching  to  SV2" 
diskettes? 

Because  they  hold  up  to  twice  the 
information,  and  they  don't  flop.  A  hare 
plastic  case  protects  them 
from  mishaps  that  flop- 
pies are  heir  to. 

So  not  only  can 
you  slip  a  diskette 
into  your  shirt  pocket, 
voull  have  fewer  of 
them,  with  more  of 
your  work  all  in  one  place.  \ou  won  t 
have  to  fool  around  with  write-protect 
tahs  anymore,  either.  They're  built 
right  in. 

Bridging  the  gap. 

Very  nice,  you  say,  but  what  about 
all  that  work  on  5Va"  diskettes? 

We  thought 
about  that  from 
the  very  begin- 
ning, and  were 
offering  a  num-  ^  ta^es  two  360KB  5'/  "  diskettes  to  hold 

ber  of  low-cost  solutions  to  make  the 
transition  as  smooth  as  possible. 


A  simple  accessory  kit 
transports  data  from  5W 
to  3V2"  diskettes. 


One  is  a  simple  cable  adapter  and 
software  package  that  lets  you  send  your 
data  from  an  IBM  PC,  PC  XT  or  Person- 
al Computer  AT  to  your  IBM  Personal 
System /2.  then  onto  the  smaller  disk- 
ettes. Depending  on  how  much  data 

you  have,  the 
whole  job  could 
be  over  in  one 
sitting. 

as  much  as  one  720KB  3'  2"  diskette.  AlsO  avail- 

able  are  special  IBM  mn  and  5lA" 
external  diskette  drives,  to  be  there 


>y  one  and 


ytime  you  need  them,  for  conversions 
n  either  direction. 

Software  is  here. 

And  what  about  software?  Well,  ?>Vi" 
,  ;  [diskettes  may  be  new  to  full-sized  IBM 
•personal  computers,  but  they're  not  new 
nfo  personal  computing. 

They're  used,  for  example, 
by  the  IBM  PC 
v  Convertible. 
Ik    So,  many 
popular 
^  W&L  spread- 


sheet, word 
processing,  data 
base  and  other  programs 
(from  IBM  and  other  com- 
panies) are  already  available 
on  W-f  diskettes.  And  software 
makers  are  working  to  get  new 
(releases  out  quickly. 

Optical  allusion. 

If  a  3!/->"  diskette  can  store  large 
amounts  of  information,  here's  a  way  to 
store  gargantuan  amounts. 


We're  introducing  a  200 -million- 
byte  optical  disk  drive. 

It  works  with  all  Personal  System  /2 
computers  and,  with  advanced  laser  tech- 
nology, will  let  you  build 
a  massive  library  of  infor- 


77iP  IBM  3363  Optical  Disk  Drive  with  "write-once, 
read-many" disks  (left)  and  the  IBM 3.5  Inch  External 
Diskette  Drive  (right). 
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Hie  IBM  5.25  Inch  External  Diskette  Drive. 

mation  for  business,  science  and  educa- 
tion on  removable  disks  you  can  hold  in 
your  hand. 


The  solution  is  part 
system. 


The  new  solutions. 

We  sell  computer  systems,  but  that's 
not  what  you're  really  alter. 

You  want  the  things  a  system  can 
do  for  you. 

So  while  we  were  busy  developing 
new  machinery,  we  were  also  active  on 
the  software  front. 

One  of  the  first  things  we  looked  at 
was  how  you  choose  software. 

Over  the  last  five  years,  thousands 

of  programs  have  been  written— by  us 

and  by  others— for  IBM  PCs.  That's  a 
_  . 


independent  software  companies. 

Getting  with  the  program. 

We're  telling  them  about  our  move 
to  ZV-i"  diskettes  so  they  can  convert 
popular  programs  to  that  size.  We're 
showing  them  our  new  graphics  so  they 
can  revise  software  to  take  advantage  of 
them.  And  we're  keeping  them  up-to-da 
about  the  new  IBM  Operating  System /| 
so  they  can  create  bran 
new  programs  with 
even  higher  levels  of 
function. 


IBM  CADwrke  Design  and  Drafting  System  SoIutionPac  for  designers  and  engineers 


good  thing,  and  we  want  to 
keep  it  going,  so  we've 
continued  to  work  with 
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So,  popular  programs  like  Lotus  1-2- 
WordPerfect®and  dBase  HI  PLUS™  will 
available  for  the  Personal  System/2. 


the 


Needless  to  say,  we've 
also  updated  our  pop- 
ular IBM  software.  IBM 
DisplayWriteM4,theIBM 
\ssistant  Series™  IBM  Business  Adviser* 
ind  IBM  educational  programs  are 
eady  to  go  for  the  Personal  System  /2. 

The  IBM  SolutionPac: 

Then  we  looked  at  software  from 
mother  point  of  view. 

With  so  many  decisions  to  make,  so 
nany  combinations  of  hardware  and 
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}BM  Business  Adviser  Financial  Accounting  SolutionPac. 

software,  choosing  the  right  one  can  be 
confusing.  Maybe  you'd  prefer  "one- 
stop  shopping'.' 

So  we  created  an  idea  called  IBM 
I  SolutionPacs. 

You'll  be  able  to  buy  them  from 
selected  IBM  Authorized  Advanced 
Products  Dealers. 

What  you'll  get  is  a  software  package 


designed  for  your  kind  of  business,  with 
a  hardware  ensemble  that's  been 
matched  to  it,  and 
tested.  Plus  a  program 
of  service,  training 
and  support. 

A  wide  range  of 
IBM  SolutionPacs 
is  in  the  works. 
Among  the  first  ones 
available  are  the 
Business  Adviser 
Financial  Accounting 
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Popular  programs  will  beat 
SolutionPac,  a  for  the  IBM  Personal  System  I. 

CADwrite  Design  and  Drafting  System 
for  designers  and  engineers,  a  desktop 
publishing  SolutionPac  and  a  Doctor's 
Office  Management  package,  as  well  as 
SolutionPacs  for  contractors  and  lawyers. 


lailable 


They  will  make  buying  easier,  and 
should  shorten  the  time  between  "I've 
got  my  computer  system"  and  "I've 
mastered  my  computer  system'.' 

Of  course,  a  big  role  is  played  by  the 
new  Advanced  Products  Dealers. 
Their  new  "whole -solution"  training 
will  make  it  easier  for  the  two  of  you  to 
assemble  the  best  system  for  you. 


ADVISER  is  a  registered  trademark  of  Computer  Designed  Systems,  Inc  ,  Minneapolis,  Minn 


New  power  to  the  pr 


The  new  printers. 

Most  of  what  shows  up  on  your 
computer  screen  is  seen  by  just  one 
person.  You. 
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But  what  comes  out  of  your  printer 
goes  out  to  the  world.  So  it  has  to  look 
professional,  and  getting  it  done  has  to 
be  easy;  virtues  that  have  made  IBM 
personal  printers  best-sellers. 

The  IBM  Proprinter ™  and  the  IBM 
Quietwriter*  Printer  have  earned  high 
marks  from  both  customers  and  critics. 

Now  our 
printers  are  even 
better,  and 
we've  added 


A\ 


i. 


Hie  IBM  Proprinter X24  with  optional 
S  licet  feed. 


new  members  to  the  existing  famiK. 
The  IBM  Proprinter  II. 

What  made  the  original  Proprinter 
so  popular  was 
speed,  ver- 
satility and 
convenience. 

So  what     77,(1 18  v/  Proi>rint(,r  u- 
do  you  get  more  of  in  the  Proprinter  11? 
Speed,  versatility  and  convenience. 

&  There's  now  Fastfont"  an  extra-fast 
"        draf  t  mode.  Switching  to  '"near 


letter  quality"  is  faster  too.  because  now 
there's  a  button  for  changing  modes. 

There's  also  a  choice  of  typestyles, 
and  of  course  vou  can  still  load  enve- 
lopes from  the  front  and  put  in  single 
sheets  any  time  you  want. 

The  IBM  Proprinter  II  is  for  anyone 
who  wants  to  print  text  and  graphics,  witr 
a  printer  that's  fast  and  economical. 

The  IBM  Proprinter  X24 
and  Proprinter  XL24. 

The  IBM  Proprinter  X24  and 
Proprinter  XL24  are  new.  The  i424" 
,f 


Vie  IBM  Proprinter  X124  has  a  uide  carriage,  ideal  for 
spreadsheets. 


lands  for  24-wire  technology.  What  that 
stands  for  is  new  levels  of  Proprinter 
quality  for  everything  you  put  on  paper. 

Both  models  print  letter  quality 
ext  with  greater  detail  and  graphics 
ith  hetter  density  and  def  inition.  The 
provement  is  easy  to  see. 
So  is  the  performance.  When 
ompared  to  current,  best-selling, 
omparably  priced  24-wire  printers,  the 
roprinter  X24  and  Proprinter  XL24 
rint  IV2  to  2  times  the  draft  output  in 
e  same  amount  of  time* 

The  Proprinter  XL24  has  a  wide 
arriage  for  spreadsheet  printing,  and 
oth  have  an  optional  sheet  feed  for 
dded  paper-handling  convenience, 
lus  FontSet™  an  option  that 
ets  you  choose  from  1 1 
ther  typestyles. 

The  IBM 
Quiet  writer  III 
Printer. 

Earlier  IBM 
Quietwriter  printers 
lave  always  been 


easy  on  the  ears,  but  the  new  I BM 
Quietwriter  III  Printer  is  even  quieter 
and  goes  nearly  twice  as  fast,  printing 
executive  letter  quality  text  and  graphics 
in  an  executive  hurry. 

There's  new  flexibility  in  style,  as 
well.  The  Quietwriter  III  Printer  comes 
with  four  different  type  fonts  built  in 
and  you  can  combine  typestyles  within 
the  same  document. 

If  that's  not  enough,  there  are 
optional  font  cartridges  that  give  you  the 
freedom  to  use  up  to  eight  typestyles  on 
one  page. 

There's  also  a  new  dual-drawer 
sheet  feed  (w  ith  optional  envelope  feed) 
that  lets  you  use  letterhead  stationery 
for  the  first  page  of  a  letter,  then  plain 
paper  for  the  rest. 

No  matter  what  level  of  price  or 
performance  you  need,  there's  an  IBM 
personal  printer  to  fit  the  bill.  And  they 
fit  very  nicely  w  ith  the  IBM 
Personal  System/2. 


Tlie  IBM  Quieturiter  III  Printer  with  single- 
drawer  sheet  feed. 


There's  also  an  innovative 
multiple-drawer  sheet  feed. 


lased  on  an  independent  evaluation  using  PC  Magazine  Labs  Benchmark  Series 


It's  not  just  what  you 
but  where  you  buy  it. 


The  new  support. 

As  we  designed  the  IBM  Personal 
System/2,  we  weren't  just  thinking 
about  products.  We  also  paid  serious 
attention  to  how,  and  where,  you 
buy  them. 

The  IBM  Personal  Svstem/2  oilers 
so  many  possibilities,  so  many  new  ways 
to  do  things  better,  astute  guidance 
must  be  there  if  you  need  it. 

So  we  re  raising  the  bar  lor  customer 
support  Naturally,  our  IBM  Marketing 
Representatives  are  fully  knowledgeable 
about  the  Personal  System/2.  But  also, 
were  bringing  even  greater  levels  of 
support  from  our  dealers  to  you. 

IBM  Authorized  Advanced 
Products  Dealers. 

Announcing  the  new  IBM  Author- 
ized Advanced  Products  Dealers. 
Selected  from  our  already  out- 

J 

standing  dealers,  they're  being  specially 
trained  and  qualified.  Thev  will  have 
the  IBM  Personal  System /2  computers,  i 
IBM  network  and  connectivity  prod-  A 
nets,  peripherals,  new  IBM  Operating  f 
System/2  when  its  available,  and  all 
the  support  you  should  need. 

Perhaps  even  more  important, 
they'll  have  a  new  focus;  on  systems 
«  rj  of  single  pieces  of  hardware, 
i  s<  >lutions  instead  of  circuitry. 


They'll  be  thinking  not  only  about 
the  system  you  buy.  but  also  about  how 
you'll  be  usiiw  it. 

They'll  offer  help  with  learning 
about  systems  and  software,  connectiv- 
ity, and  Operating  System/2. 

And  they're  committed  to  new 
standards  of  training  for  their  sales, 
technical  support,  and  service  people. 

No  matter  how  big  your  business, 
whether  you  need  one  computer  or  a 
whole  network's  worth,  the  Advanced 
Products  Dealer  has  what  you  need. 

IBM  Authorized 
Advanced  Products 
Value  Added  Dealers. 

If  vou're  a  specialist— a 
dentist,  a  librarian,  a  ship- 
builder— vou  need  help 

Tlie  Advanced  Products  Dealer  will 
provide  neu  leieh  of  training.  It  's  all 
part  of  the  IBM  Personal  >\  stem/2. 


1^  7      from  a  special  kind  of  dealer. 
J  J  Introducing  the  new  IBM 

w  Authorized  Advanced  Products 

Value  Added  Dealers. 
They're  specialists,  too.  They  build 
inhanced  systems  for  specific  indus- 
tries and  now,  with  the  entire  Personal 
System/2  family  their  building  blocks 
ire  better  than  ever.  There's  an  Advanced 
Value  Added  Dealer  who  understands 
your  business  almost  as  well  as  you  do. 

IBM  Authorized  Dealers 
and  Value  Added  Dealers. 

Our  IBM  Authorized  Dealers  and 
lvalue  Added  Dealers  will  have  the  IBM 
Personal  System /2  Model  30  and 
peripherals  to  go  with  it,  plus  special 
(know-how  for  helping  people  get  start- 
ed in  computing. 

IBM  Marketing  Representatives. 

These  people  have  special  skills  for 


helping  large  companies  and  educa- 
tional institutions  make  the  most  of 
their  investment  in  the  IBM  Personal 
System /2. 

And  now,  through  the  IBM 
Customer  Fulf  illment  Option,  our 
customers  may  also  work  with  our 
dealers  and  value  added  dealers  to 
get  the  best  of  both  worlds;  additional 
support  for  the  Personal  System /2 
plus  the  benefits  of  dealing  with 
IBM  directly. 

Congratulations  are  in  order. 

It's  not  easy  to  qualify  (and  stay 
qualified)  as  an  Advanced  Products 
Dealer.  Our  expectations  are  high, 
as  high  as  yours  are. 

So  when  you  visit  one  of  our 
Advanced  Products  Dealers,  give 
them  a  nice  pat  on  the  back.  They've 
just  signed  up  for  a  tough  course. 


A  system  that's  bi 
im  of  its  parts. 


A  new  direction. 

The  IBM  Personal  System /2  arrives 
in  the  wake  of  some  fairly  eager  public 
speculation.  So  we  expect  there'll  be  a 
focus  on  "the  new  IBM  PCs'.' 

But  our  focus  is  different. 


IBM's  one-miilion-bit 
memory  chip  joins  the  world  of  personal  computing. 


While  the  machines  are  certainly  key  to 
the  system,  they  are  not  The  System. 
It's  bigger. 

And  it  begins,  not  with  chips  or  cir- 
cuit boards,  but  with  you.  Af  ter  all,  if 
our  products  don  t  answer  your  needs, 
you  don't  need  them. 

So  everything  about  the  Personal 
System/2— how  we  build  it,  how  you 
learn  and  use  it,  where  you  go  to  buy  it, 
and  how  well  it  works  with  your  other 
systems— is  balanced  to  give  you  the 
highest  overall  performance. 


A  new  quality. 

We're  making  the  Personal  Systemil 
even  more  reliable  than  our  earlier  PCs 
With  new  Very  Large  Scale  Integra- 
tion technology,  many  pieces  in  a  system 
are  now  replaced  by  one  piece.  Our 
one-million-bit  memory  chip  reduces 
complexity,  too.  So  costs  go  down,  de- 
pendability goes  up,  and  you  get  more 
work  done  in  less  time. 

We're  also  using  more  IBM- 
made  components,  and  we're 
subjecting  our  systems  to  more  rig- 
orous testing. 
We  even  operate  each  one  for  sever 
al  hours  before  it  goes  out  the  door. 

Yet  in  creating  all  this  new  technol 
ogy,  we  didn't  forget  that  three  million 
earlier  IBM  PCs  are  out  in  the  world.  Sc 
our  two  generations  are  close  relatives, 
and  your  investment  in  equipment 
and  training  is  protected. 

Nor  did  we  forget  that  many  of 
you  have  larger  IBM  systems.  The 
Personal  System /2  will  help  you 
build  better  connections  with 
IBM  mid-range  and  main- 
frame computers. 

New  help. 

We've  also  made  the  Per- 
sonal System/2  easier  to  learn. 
New  IBM  manuals,  tutorial 


Iianthe 


iskettes,  and  start-up  procedures  will 
lelp  you  get  your  system  going  quicldy. 
So  will  the  people 
(fi|ou  bought  it  from. 
tf|)ur  new  Advanced 
roducts  Dealers 
nd  IBM  Market- 
g  Representatives 
in  ^on't  just  sell  you  the 
ght  system,  they'll  he 
lere  to  help  you  get  the  most  out  of  it. 
aid  as  your  needs  grow,  they  11  be  able 
to  help  you  expand 
your  system  to  meet 


new  challenges. 


A  continuing  tradition. 

It  s  said  in  the  world  of  computing 
that  the  only  constant  is  change,  but 
that's  not  entirely  true. 

In  IBM's  world  of  computing  one 
thing  holds  firm,  and  it's  the  notion  of 
partnership  between  our  people  and 
our  customers.  The  Personal  System /2 
is  a  product  of  that 
)artnership. 

IBM  people 
are  some  of  the 
best  listeners  in 
the  business, 
and  when  they 
hear  what  you 
want,  they  do  something  about  it. 

We're  very  proud  of  them  all,  and 
the  more  you  know  about  the  IBM 
Personal  System /2,  the  more  you'll 
understand  why. 


Earlier  IBM  PCs  and  the  new  IBM  Personal  System/2  nark 
together  so  your  investment  is  protected. 


And  now  for  the 
fine  print. 


Ail  models  include  integrated  display  support,  256-color  graphics  capability,  clock/calendar,  and  ports  for  serial, 
parallel  and  pointing  devices.  All  systems  use  a  common  IBM  enhanced  keyboard  and  accept  any  IBM  Personal 
System/2  monochrome  or  color  display.  All  models  accept  the  200MB  IBM  3363  Optical  Disk  Drive  option. 

Model  30 

Model  50 

Model  60 

Model  80 

Microprocessor 

8086 

80286 

80286 

80386 

Potential  system 
throughput1 

Up  to  2V-2  times 
PC  XT 

Up  to  2  times 
Personal  Computer  AT 

Up  to  2  times 
Personal  Computer  AT 

Up  to  3  V-2  times 
Personal  Computer  AT 

Standard  Memory 

640KB 

1MB 

1MB 

Up  to  2MB 

Expandable  to 

7MB 

15MB 

16MB 

Diskette  size  and 
capacity 

3.5  inch 
720KB 

3.5  inch 
1.44MB 

3.5  inch 
1.44MB 

3.5  inch 
1.44MB 

Fixed  disk2 

20MB 

20MB 

44, 70MB 

44.70.  115MB 

Additional  Options 

44,70,115MB 

44,70,115MB 

Maximum  configuration3 

20MB 

20MB 

185MB 

230MB 

Expansion  slots4 

3 

3 

7 

7 

Operating  system(s) 

PC  DOS  3.3 

PC  DOS  3.3  and 
Operating  System/2 

PC  DOS  3.3  and 
Operating  System  11 

PC  DOS  3.3  and 
Operating  System /2 

1  Based  on  the  testing  described  in  the  IBM  Personal  System/2  Performance  Guide.  Your  results  may  vary.  2.  Model  30  also  comes  in  a  diskette-based  configuration.  3  Models 
with  44MB  fixed  disk  expandable  to  88MB.  4.  Model  30  accepts  most  IBM  PC  and  IBM  PC  XT  option  cards.  Models  50. 60  and  80  accept  new  IBM  Micro  Channel  option  cards. 


you  finally  get  face  to  face. 

Ksk  about  an  IBM  Credit  fftglpS 
Card.  It  just  makes  buying  that 
much  easier  for  a  person  or  a  business. 

Or,  if  you  prefer  leasing,  ask  an  IBM 
authorized  dealer  or  IBM  Marketing 
Representative  about  the  IBM  leasing 
programs. 

With  those  formalities  out  of  the 
way,  you'll  want  to  join  the  next  genera- 
tion in  personal  computing.  ===  =  i 
The  IBM  Personal  System/2. 


Now  that  you've  read  all  about  the 
new  IBM  Personal  System/2  and  ex- 
amined its  specifications, 
what  should  you  do? 
Go  to  your  telephone. 
Call  1-800-447-4700 
(ext.  9)  and  you'll 
learn  who's  the  IBM 
dealer  nearest  you. 
(In  Alaska  call  1-800-447-0890,  in 
Canada  1-800-465-6600.) 

And  here  are  two  things  to  ask  when 
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If  you  think  international  investing  is  all 
fun  and  games,  read  this  story. 


A  couple  of 
Norwegian  dogs 


By  Thomas  Jaffe 


N'ow  that  "global  investing" 
rolls  nicely  off  the  tongues  of 
taxi  drivers  and  messenger 
boys,  it's  a  good  idea  to  remember 
how  treacherous  foreign  securities 
can  be.  Since  last  summer  money 
managers,  institutions  and  individ- 
uals in  the  U.S.  and  the  U.K.  have 
suffered  paper  losses  of  an  estimated 
$100  million  in  two  well-promoted 
Norwegian  "growth"  stocks:  VIP 
Scandinavia  and  Bik  Bok  Gruppen. 

These  weren't  boiler  room  promo- 
tions. VIP  was  sponsored  by  the  re- 
spected New  York  brokerage  Arnhold 
&.  S.  Bleichroeder,  Inc.,  a  pioneer  deal- 
er in  foreign  stocks.  Bik  Bok's  sponsor 
was  Morgan  Stanley  &.  Co. 

VIP  is  a  $214  million  (sales)  televi- 
sion program  distributor  and  advertis- 
ing concern.  It  owns  Scandinavian 
rights  to  home  video  and  television 
programming.  Its  concept  was  to  buy 
Scandinavian  ad  brokering  firms  and 
package  its  programming  with  adver- 
tising for  distribution  to  TV  stations. 

In  early  1986  VIP's  approximately  7 
million  shares  (adjusted  for  a  3-for-2 
split  in  December  1986)  traded  in 
Oslo  at  nearly  $30  a  share.  Then,  in 


Patrick  McDonnell 


July  1986,  Bleichroeder  began  making 
a  market  in  VIP  shares.  The  stock  had 
already  fallen  into  the  high  teens,  but 
supported  by  Bleichroeder's  new  buy- 
ers, it  stabilized  around  that  level — 
for  a  while.  By  the  time  American 
Depositary  Receipts  for  VIP  began 
trading  in  November,  foreigners, 
many  of  them  American,  had  bought 
more  than  half  of  VIP's  shares. 

"It's  easy  to  understand  how  U.S. 
investors,  even  sophisticated  ones, 
could  be  lured  in,"  says  Ivar  Stromp- 
dal,  an  analyst  at  Oslo  brokerage 
Vestnes  Fonds.  "As  media  has  been  a 
growth  industry  there,  VIP  was  pre- 
sented as  something  similar  here.  But 
you  can't  use  the  U.S.  as  a  blueprint." 


Why  not?  Strompdal  smiles  as  he 
replies:  "There  simply  are  a  lot  fewer 
people  here."  On  top  of  that,  there  is 
no  commercial  television  in  Scandi- 
navia right  now.  Sweden  and  Den- 
mark are  scheduled  to  get  commercial 
TV  within  a  year,  but  Norway  isn't, 
and  no  one  knows  when  it  will. 

If  the  negatives  were  blithely  over- 
looked by  the  promoters  and  buyers  of 
VIP,  the  suckers  finally  caught  on.  By 
Mar.  10,  when  trading  in  the  stock 
was  suspended  in  Oslo,  VIP  had  bur- 
rowed to  $8.  Despite  recent  asset 
sales,  the  company  is  in  a  cash  bind, 
with  a  mountain  of  debt  due.  Losses 
last  year  totaled  $40  million.  A  recapi- 
talization seems  the  only  way  out. 
Today  VIP  trades  at  less  than  $3  a 
share  off-exchange  in  London.  A 
spokesman  for  Bleichroeder,  which 
last  published  a  buy  recommendation 
on  VIP  Jan.  21,  when  the  stock  was 
$17.70,  says  the  firm  is  watching  the 
situation  carefully. 

Now  for  Bik  Bok  Gruppen,  founded 
in  1974.  Its  recent  stock  offering  was 
managed  by  Morgan  Stanley  Interna- 
tional. Bik  Bok  (sales,  $121  million) 
designs  and  sells  men's  and  women's 
wear.  Its  clothes  are  popular  in  Nor- 
way, and  Bik  Bok  has  recently  gone 
international. 

Enter,  last  Oct.  29,  Morgan  Stanley 
International.  Through  its  London  of- 
fice, Morgan  Stanley  was  lead  under- 
writer for  a  secondary  offering  of  2.75 
million  nonvoting  shares  at  1 1 1  kro- 
ner a  share.  (Alas,  Bleichroeder  helped 
trot  out  this  turkey,  too.)  All  this 
stock  was  sold  by  Bik  Bok  insiders, 
who  pocketed  $41  million.  A  substan- 
tial amount  of  the  stock  is  thought  to 
have  ended  up  in  the  accounts  of  U.S. 
clients. 

For  the  insiders,  the  timing  of  the 
offer  was  fortuitous.  On  Oct.  13  a 
Norwegian  brokerage  house  predicted 
Bik  Bok's  1986  earnings  would  be 
9.6Kr  per  share  ($1.31  at  the  exchange 
rate  then  prevailing).  Three  weeks  lat- 
er Morgan  predicted  7.5Kr  a  share, 
then  dropped  that  to  6.3Kr  in  January. 
A  few  days  later  Bik  Bok  reported  its 
actual  earnings:  4.9Kr  per  share. 

Investors  have  voted  with  their 
feet.  Since  the  secondary  offering,  Bik 
Bok  has  sold  as  low  as  60Kr.  Recent 
price:  69 Kr,  down  38%  from  the  offer- 
ing price.  This,  during  a  period  when 
the  Norwegian  market  was  strong. 

"Bik  Bok,"  frets  Jonathan  Chew  of 
London's  T.C.  Coombs  &  Co.,  one  of 
the  first  firms  to  put  foreign  investors 
into  Norwegian  stocks,  though  not 
into  Bik  Bok  last  fall,  "is  going  to 
queer  the  pitch  for  a  lot  of  Norwegian 
companies  in  the  future." 

As  well  it  might.  ■ 
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What  does  a  bull  market  peak  look  like? 
In  many  ways,  like  todays  stock  market. 


A  checklist 
for  stock  market 
prognosticators 


T 


he  stock  market  looked  mighty 
good  back  in  January  1973.  The 


By  Gretchen  Morgenson 


Dow  Jones  industrial  average  closed  out  the  week  of 
Jan.  5  at  1047.49,  a  record  high.  But  there  was  a  little  wild 
optimism  around.  Typical  of  Wall  Street  thinking  at  the 
time  were  the  views  of  R.  Patterson  Warlick,  partner  in 
charge  of  investments  at  Lord,  Abbett  &  Co.  mutual  funds, 
quoted  in  the  Wall  Street  Journal  on  Jan.  8,  1973:  "This  is 
one  of  the  very  unusual  times  when  one  can  have  a  high 
level  of  optimism  and  a  minimum  of  concern."  Why? 
Because  of  the  "high  degree  of  cautiousness  around." 

In  the  same  article,  Harold  X.  Schreder,  president  of 
USLif  e  Mutual  Funds  Management,  concurred  on  the  mar- 
ket's prospects.  "It  might  consolidate  for  a  while,  but  I 
wouldn't  expect  any  huge  correction"  because  the  market 
isn't  "highly  speculative." 

But  instead  of  iooking  a  bull  in  the  eye,  investors  were 
staring  down  a  vicious  bear  market  that  would,  in  about 
two  years'  time,  cut  the  Dow  average  almost  in  half. 

Who  saw  it  coming?  Certainly  few  analysts  or  profes- 
sional investors.  As  usual,  these  folks  were  swept  along  on 
the  good  news  that  a  bull  market  typically  generates.  In 
the  face  of  rising  inflation,  the  OPEC  oil  embargo  and  an 
unwinnable  war  in  Vietnam,  analysts  were  cheering. 

Are  we  saying  that  today's  optimism  presages  a  similar 
crash?  That,  after  the  down  days  of  mid- April,  the  top^-is 
already  behind  us?  No.  Frankly,  we  don't  know  when  this 
bull  market  will  finally  end  or  where.  What  we  are  saying 
is  that  the  mere  absence  of  speculative  excess  as  we  know 
it  is  no  guarantee  that  thi  market  can't  go  way  down. 

It  has  certainly  come  a  long  way  up.  If  one  measures 
from  the  1982  low  on  the  Dow  industrials,  the  market  has 


about  trebled.  With  the  Dow  Jones  ex 
.  ceeding  the  2400  mark  and  the  bull! 
market  approaching  its  fifth  year,  it  seems  a  good  time  to 
remember  one  incontrovertible  Wall  Street  truth:  All  bull 
markets  end.  Even  the  strongest  of  them  suffer  reactions 
stiff  enough  to  scare  the  pants  off  everybody.  This  market 
hasn't  had  a  really  nasty  fall  since  the  beginning  of  1984 — 
three  long  years  ago. 

But  don't  stop  reading  here.  And  don't  be  in  a  hurry  to 
phone  your  broker  to  liquidate  your  entire  portfolio.  Some 
fairly  reliable  indicators  of  impending  market  tops  are  not 
yet  with  us.  For  instance,  foreign  stock  markets  are  still 
strong.  Historically,  equities  begin  to  falter  abroad  before 
they  do  at  home.  Although  the  German  and  Austrian 
markets  are  weak,  the  Japanese  and  major  European 
bourses  continue  to  make  new  highs.  Bulls  would  take  it 
on  warning  if  foreign  stock  markets  stumbled — especially 
if,  as  columnist  Susan  Lee  has  pointed  out,  the  Tokyo 
market  were  to  take  a  big  tumble. 

It  could  happen.  Morgan  Stanley  recently  noted  that  one 
company  on  the  Tokyo  Stock  Exchange  is  currently  valued 
by  investors  at  more  than  the  entire  market  capitalization 
of  all  Australian  companies  combined. 

On  the  bullish  side,  investor  sentiment  in  this  coun- 
try— as  measured  by  the  numbers  of  bullish  investment 
advisers  against  bearish — points  to  still  higher  stock 
prices.  Working  on  the  assumption  that  the  consensus  on 
Wall  Street  is  always  wrong,  analysts  believe  that  if  more 
advisers  are  bearish,  the  market  averages  will  rise.  If  too 
many  are  bullish,  look  out.  Most  recent  figures,  according 
to  the  Bullish  Consensus  in  Pasadena,  Calif.,  show  56%  of 
advisers  are  bullish  and  44%  are  neutral  or  bearish. 


no 
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What  they're  saying  now 

March  18, 1987 

"Despite  the  unusually  strong  market  we  have 
enjoyed  so  far  this  year,  investor  expectations  still 
seem  high  and,  for  the  most  part,  attainable." 

Thorn  R.  Brown,  chairman,  investment  policy  committee, 

Butcher  &  Singer  Inc. 

March  30,  1987 

"The  year-to-date  market  advance  remains  intact; 
no  signs  of  serious  deterioration  in  its  technical 
underpinnings  are  currently  evident.  We  believe 
that  the  outlook  for  the  market  remains  positive  as 
we  approach  the  second  quarter." 

Patrick  G.  Torpey,  assistant  vice  president,  E  E  Hutton 

April  1987 

"I  am  revising  upward  my  bull  market  target  on 
the  Dow  Jones  industrial  average  from  3300  to 
3700  .  .  .  because  of  the  tremendous  momentum  the 
market  has  achieved  despite  a  lack  of  broad  public 
purchases  of  individual  stocks,  and  because  of  the 
healthy  skepticism  which  still  surrounds  each 
successive  market  high." 

Edward  F.  Muhlenfeld,  senior  vice  president, 
Rauscher  Pierce  Refsnes,  Inc. 
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Chans  by  Paragraphics 

Another  rung  in  the  bulls'  ladder  is  the  fact  that  corpo- 
rate insiders — officers,  directors,  large  stockholders — are 
not  major  sellers  of  stocks  today.  According  to  Norman 
Fosback,  of  the  Insiders  newsletter,  47%  of  insiders'  trades 
in  early  April  were  purchases.  Normal  buying  level  is  35% . 
Stock  market  enthusiasts  also  argue  that  there  are  not 
'f-|  yet  sufficient  signs  of  wretched  excess  in  the  market  to 
cause  worry.  One  example  of  excess  that  would  panic  the 
bulls:  if  individual  investors  swept  into  the  stock  market 
Sot  I  in  huge  numbers.  The  final  stages  of  the  1929  frenzy,  for 
cc  instance,  were  characterized  by  the  influx  of  masses  of 
-.<■■  small  investors,  most  buying  on  90%  margin. 

Today's  market  is  still  dominated  by  the  institutions, 
tr.ij  Individuals'  investments  in  mutual  funds  remain  primari- 
ly in  bond  funds — last  year  just  25  cents  of  every  investor 
k  dollar  went  into  equity  mutual  funds.  That  number  has 
started  to  creep  to  the  30-cent  mark  this  year,  but  bulls  say 
of  they  won't  start  to  fret  until  50  cents  of  every  investor 
dollar  goes  toward  stock  funds. 
So,  while  the  market  is  high,  the  signals  are  mixed, 
slu  J  Rather  than  make  a  prediction — predictions  are  cheap  and, 
r.i  if  wrong,  soon  forgotten — we  propose  herewith  to  equip 
the  intelligent  investor  with  a  do-it-yourself  kit  of  indica- 
:  tors  that  have  often  signaled  a  major  market  top.  You  can 
rx  idecide  for  yourself  whether  the  indicators  are  predomi- 
•  nantly  bullish  or  bearish  at  the  present  time. 
Here  goes: 

•  Confirmation  by  the  utility  index:  A  stagnating.  Dow 
l  Jones  utility  average  has,  almost  without  fail,  signaled 
;  subsequent  tops  in  the  more  closely  watched  industrial 
average.  In  1961,  for  instance,  the  Dow  Jones  utility  aver- 
age peaked  on  Nov.  20  at  135.90,  approximately  a  month 


tor 


DO 


before  the  industrial  average  topped  at  734.91.  In  the 
ensuing  months  the  market  lost  30%  of  its  value. 

Later  on  in  the  1960s  the  utilities  repeated  the  trick  for 
alert  investors.  In  April  1965,  when  the  industrials  were  at 
91 1.96,  utilities  peaked.  The  Dow  had  about  80  points  left 
in  it,  but  a  26%  slide  followed  in  1966. 

Did  investors  worry  in  1972  that  the  utility  average 
wasn't  making  new  highs  alongside  the  industrials?  No 
way.  After  all,  there  was  too  much  good  news — like  a 
stable  unemployment  rate  and  rising  corporate  earnings — 
to  digest.  Nobody  wanted  to  note  that  the  utility  average 
peaked  on  Nov.  24,  1972  and  drifted  in  subsequent  weeks. 
One  day  in  January  1973  the  market  simply  rolled  over. 

More  recently?  The  utility  average  topped  out  on  Jan.  22 
of  this  year;  in  mid- April  it  was  off  by  about  10%. 

•  Absorption  of  bad  news:  Investors  on  the  alert  for  a 
market  top  must  not  only  know  which  indicators  to  look 
for  but  they  must  also  protect  against  the  hypnotic  influ- 
ence of  mass  bullishness — or  mass  bearishness.  "Wall 
Street's  got  the  upbeat  disease,"  says  Rod  Fadem,  a  broker 
at  I.M.  Simon  &  Co.  in  St.  Louis,  who  has  been  in  the 
business  for  26  years.  Witness  the  way  the  market 
shrugged  off  the  recent  raising  of  the  prime  lending  rate,  a 
usually  significant — and  bearish — event.  "In  their  hope  for 
higher  stock  prices,  the  bulls  will  discount  any  amount  of 
bad  news,"  says  Fadem.  Up  to  a  point,  of  course. 

Every  bull  market  starts  a  little  differently.  This  is 
because  the  economic  forces  that  produce  higher  stock 
prices  differ  from  decade  to  decade.  But  the  economic 
forces  that  stop  a  bull  dead  in  its  tracks  are,  most  times, 
remarkably  similar.  Rising  interest  rates  or  an  upwardly 
mobile  inflation  rate  are  perhaps  the  most  predictable  bull 
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1964-1975 

What  they  were  saying  then 


December  18, 1972 

"Let's  abandon  earnings  per  share  .  .  .  focus  on  the 
determinants  of  market  value  that  are  employed  by 
sophisticated  investors  .  .  .  calculate  the  current 
value  of  the  expected  future  free  cash  flow.  The 
resulting  EPS  is  unimportant." 

Joel  M.  Stem,  vice  president, 
Chase  Manhattan  Bank 

December  26,  1972 

"The  point  is  that  healthy  economies  can  afford 
higher  interest  rates  and  this  is  .  .  .  not  something  to 
be  feared  so  long  as  we  can  avoid  a  punitively  tight 
Federal  Reserve  policy,  which,  in  our  view,  is  unlike- 
ly and  unnecessary." 

Daniel  S.  Ahearn,  chairman,  investment  policy  group, 
Wellington  Management  Co. 

January  9,  1973 

"The  market  wants  to  go  higher  .  .  .  breaking  1000 
was  no  fluke." 

Leslie  M.  Pollack,  research  director, 
Hayden  Stone  Inc. 
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market  slayers.  The  trick  comes  in  distinguishing  tempo- 
rary upticks  in  either  rate  from  the  more  dangerous,  long- 
term  increases. 

Interest  rates  and  inflation  are  indeed  comfortably  low 
today,  as  market  optimists  will  tell  you.  The  bellwether 
three-month  T  bill  rate  sits  at  5.53%  and  the  Consumer 
Price  Index,  the  government's  inflation  rate  measure,  is 
just  above  2% . 

Should  you  worry  that  both  rates  bottomed  in  1986  and 
have  risen  in  recent  months?  "You  won't  see  a  market 
top  until  you  get  a  large  increase  in  short-term  interest 
rates,"  predicts  Andrew  Addison,  editor  of  The  Addison 
Report,  a  technical  investment  advisory  service.  "Histori- 
cally, markets  have  topped  out  when  the  three-month  T 
bill  rises  25%  from  its  low,"  he  says.  That  would  make  a 
yield  of  6.5%  on  the  T  bill  very  negative. 

Neither  is  the  inflation  rate  flashing  a  danger  signal  yet. 
A  common  measure  used  by  analysts  is  the  index  of 
commodity  prices,  collected  by  the  Commodity  Research 
Bureau  (CRB)  and  published  weekly  in  the  Wall  Street 
Journal.  In  July  1986  the  CRB  hit  its  low  of  200;  it  now 
reads  210.  "If  it  reaches  230,  that  would  be  a  sell  signal," 
says  Addison. 

•  Is  the  market  counting  on  the  greater-fool  theory?  The 
most  vociferous  bulls  are  those  who  claim  the  world  is  so 
awash  in  uninvested  cash  waiting  to  be  deployed  in  the 
stock  market  that  share  prices  can  only  go  higher.  Just 
look  at  all  those  dollars — IRA  money,  Japanese  money, 
pension  money,  even  home  equity  money. 

Where  else  besides  the  stock  market  can  it  go?  Treasury 
yields  are  pathetic,  gold  doesn't  pay  dividends,  bonds  are 
probably  going  lower,  real  estate  is  less  attractive  under 


the  new  tax  laws.  There's  only  one  refuge  left  for  an  astute 
investor's  cash:  the  stock  market. 

In  a  particularly  interesting  variation  on  the  greater-fool 
theory,  market  optimists  today  cite  Japanese  investors  as 
the  ones  who  will  always  be  around  to  drive  stock  prices 
higher.  Takashi  Harino,  senior  vice  president  of  Nomura 
Securities  International,  predicts  that  Japanese  investors 
will  buy  $20  billion  in  U.S.  stocks  this  year.  Last  year  they 
bought  only  $7  billion.  Why  the  surging  interest?  Here's 
the  rationale:  Japan's  market  is  so  overvalued — the  average 
P/E  on  the  Nikkei  Stock  Average  is  65  and  stocks  are 
trading  at  five  times  their  book  values,  according  to  Nihon 
Keizai  Shimbun — that  our  market  looks  cheap  at  20  times 
earnings  and  2.4  times  book. 

An  interesting  argument,  that,  but  it  has  something  of  a 
false  note  in  it:  It  seems  to  be  saying  that  just  because  the 
Japanese  market  is  grossly  overvalued,  the  U.S.  market 
ought  to  be  overvalued,  too.  This  raises  faint  echoes  of  the 
argument  from  the  1960s  that  said  the  stock  market  could 
only  go  up  because  a  "shortage  of  equities"  was  developing 
as  a  result  of  the  vast  influx  of  pension  fund  money. 

Another  big-money  stock  investor  that  has  been  trotted 
out  by  the  bulls:  the  $3.2  billion  Chrysler  Corp.  pension 
fund.  It  has  been  widely  reported  that  Chrysler's  fund 
managers  have  moved  $400  million  from  bonds  into 
stocks  recently  and  that  another  $600  million  remains 
poised  for  equities.  But  skeptics  view  the  Chrysler  move  as 
bearish.  Gerald  Appel,  a  money  manager  at  Signalert 
Corp.,  says:  "Chrysler  hasn't  been  the  best  at  market 
timing.  They've  been  scared  stiff  of  equities  for  1 1  years. 
Why  are  they  getting  in  now?" 

The  new  liquidity  argument  is,  according  to  some  ana- 
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1922-1933 

. . .  And  way  back  then 

September  5, 1929 

"Although  trading  activity  is  on  a  slightly  higher 
scale,  there  is  still  an  absence  of  abnormal  trading 
volume  and  feverish  turnover  of  stocks  that  usually 
precedes  a  change  in  the  trend." 

Broad  Street  Gossip, 
Wall  Street  Journal 

September  27, 1929 

"The  market  has  been  going  through  a  period  of 
adjustment.  Market  adjustments  are  necessary.  If  we 
didn't  have  them,  stocks  would  soar  to  dangerous 
levels,  levels  high  enough  to  bring  on  panics.  After  the 
current  period  of  adjustment  is  over,  stocks  again 
will  rebound  and  make  new  highs." 

Broad  Street  Gossip, 
Wall  Street  Journal 

September  28,  1929 

"The  market  has  suffered  a  very  severe  break, 
but  the  decline  has  been  orderly.  There  has  been  no 
panicky  selling,  and  the  market  is  free  from 
demoralization.  The  Street  terms  it  the  type  of 
healthy  reaction  from  which  there  is  always  a 
substantial  recovery." 

Broad  Street  Gossip, 
Wall  Street  Journal 
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lysts,  just  another  rationalization  to  justify  increasing 
tock  prices.  A  sort  of  bull  market  excuse;  the  kind  that 
urfaces  well  into  every  raging  market.  The  excuses  may 
hange  from  decade  to  decade,  but  they  always  retain  their 
n  •  credibility  precisely  as  long  as  the  market  rises. 

•  Has  the  prevailing  earnings  trend  already  been  dis- 
■SM  "ounted?  This  year,  for  the  first  time  since  1980,  according 
o  Lynch,  Jones  &.  Ryan,  there  are  more  securities  analysts 
to  raising  1988  earnings  estimates  for  the  companies  they 
t»  -ollow  than  there  are  analysts  who  are  reducing  their 
i'-  estimates.  Skeptics  say  analysts  must  do  this  to  justify  the 
ligh  prices  they  are  advising  their  institutional  investor 
lients  to  pay  for  stocks  today.  Whether  or  not  this  is  so,  it 
s  interesting  to  note  that  in  every  year  of  this  hot  stock 
;  :  Market,  more  analysts  have  cut  estimates  than  have  raised 
e    hem.  Until  now. 

ven  the  most  unsophisticated  investor  knows  that  the 
stock  market  discounts  the  future — usually  only  once, 
corporate  earnings  go  through  the  roof,  the  market  won't 
ecessarily  pop;  the  increase  may  already  be  in  stock 
rices.  The  same  with  declining  earnings:  If  the  stock 
arket  has  already  discounted  them,  it  would  be  unlikely 
o  fall  further  on  the  news.  As  regards  corporate  earnings, 
t  these  prices  there's  room  in  the  stock  market  only  for 
sappointments. 

Not  just  some  room,  but  plenty,  say  the  old-fashioned 
'alue  investors.  Want  to  measure  exactly  how  far  stock 
>rices  have  gotten  ahead  of  company  earnings?  Look  at  the 
railing  P/E  ratios,  so  called  because  they  are  based  on  past, 
lot  future,  earnings.  Prior  to  today,  P/E  ratios  on  the  Dow 
ones  industrial  average  rarely  traded  above  16  times.  The 
ast  time  they  did  was  in  January  1973,  just  before  the 


market  cracked.  Today's  ratio  stands  at  20. 

•  This  time  it's  different.  Variations  on  this  argument 
depend  on  whether  we  are  in  a  bull  or  a  bear  market.  In  the 
bull  market  variation,  we  are  told  that  old  standards  no 
longer  apply.  In  1973  the  top  price-to-book  ratio  on  the 
DJIA  was  1.64-to-l.  Today's  ratio  is  2.4-to-l. 

Dividend  yield?  At  the  top  of  the  go-go  market  14  years 
ago,  the  dividend  yield  on  the  DJIA  had  dropped  to  3.07% . 
More  recently  it  has  dwindled  to  2.9%,  an  alltime  low. 

What's  wrong  with  that?  According  to  Richard  Fontaine, 
president  of  T.  Rowe  Price  Capital  Appreciation  Fund:  "To 
make  a  case  for  the  market  going  much  higher,  you  have  to 
explain  why  people,  in  the  face  of  rising  interest  rates  and  a 
continuing  weak  economy,  would  want  to  take  the  risks 
implicit  in  the  stock  market  for  only  a  2.9%  yield,  when 
you  can  get  6.3%  in  risk-free  Treasurys." 

High  P/Es  and  price-to-book  ratios  and  low  dividend 
yields — these  are  the  indicators  that  market  pessimists 
find  most  troubling  today.  But  maybe  this  time  is  really 
different?  Richard  R.  West,  dean  at  New  York  University's 
Graduate  School  of  Business  Administration,  thinks  so: 
"Simply  looking  at  the  P/E  issue  on  a  domestic  or  interna- 
tional basis  is  not  looking  at  the  whole  picture.  It  is  a 
different  market.  Some  of  the  things  that  have  historically 
been  relevant  may  not  be." 

What  things,  for  example?  Well,  take  P/Es,  for  starters. 
Nowadays,  more  and  more  analysts  are  valuing  stocks 
based  not  on  earnings  but,  instead,  on  cash  flow.  When 
Coca-Cola  spun  off  its  largest  bottler  in  an  initial  public 
offering  of  stock  in  late  1986  at  110  times  earnings,  ana- 
lysts explained  away  its  rich  price  to  investors  using  the 
cash-flow  thesis.  The  earnings  weren't  great,  so  the  story 
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How  high  is  "out  of  sight"? 

It's  been  a  long,  hard  push  for 
price/earnings  ratios  on  the  Dow  Jones 
industrial  average.  But  if  the  past  is 
prologue,  it  will  be  even  harder  for  the 
ratio  to  stay  above  its  recent  20  for  long. 
(Astronomical  ratios  in  1983  were  an 
aberration:  During  that  time,  7  of  the  30 
Dow  industrials  were  losing  money.  As  a 
result,  P/E  ratios  rose  temporarily.) 
Whenever  P/Es  get  too  elevated,  bear 
markets  seem  to  come  along  and  raze  them. 
Will  1987  be  different? 


went,  but  the  company  did  generate  buckets  of  cash. 
Therefore,  the  stock  looked  cheap.  Just  figure  you're  buy- 
ing it  for  5  times  cash  flow. 

The  argument  makes  some  sense.  But  it  is  one  more 
example  of  how  people  tend  to  stretch  standards  as  bull 
markets  progress  in  order  to  justify  further  advances. 

Changing  investment  disciplines  in  midmarket — like 
the  switch  from  P/E  ratios  to  newfangled  cash-flow 
models  to  evaluate  stocks— often  signals  an  overheated 
market.  Experienced  investors  may  find  the  cash-flow 
argument  vaguely  familiar.  It  was,  in  fact,  trotted  out  once 
before — back  in  the  early  1970s — to  justify  buying  stocks 
whose  P/Es  had  left  the  planet. 

Another  indicator  worth  watching:  How  many  investors 
are  playing  the  hot  new  issues. 

Analysts  generally  believe  that  record  numbers  of  new 
companies'  shares  being  underwritten  and  snapped  up  by 
investors  are  a  sign  of  excessive  optimism  in  the  market  as 
a  whole.  In  the  first  quarter  of  1987  a  total  of  $1 1.5  billion 
in  new  stock  was  issued,  according  to  Investment  Dealers' 
Digest.  That's  an  increase  of  32%  over  last  year's  quarter. 

Two  other  technical  indicators  bolster  the  bears'  case. 
For  instance,  the  number  of  stocks  on  the  New  York  Stock 
Exchange  that  have  traded  at  new  highs  has  failed  to 
expand  from  its  February  peak  of  258.  This  signals  an 
important  change  in  the  trend  of  the  market. 
Then  there  are  the  problems  that  divergences  in  the 
arii      -narket  averages  point  to.  In  a  healthy  market,  all 
if  stocks  move  higher.  But,  today,  investors  are 
ore  and  more  of  a  preference  for  big-capitaliza- 
tioft,  blue-chip  stocks.  How  is  this  measured?  By  the 
widening  spread  between  the  performance  of  the  Value 


Mary  Md-oughlin/New  York  Pas 

Line  broad-based  market  index  of  1,700  stocks  and  the 
action  in  the  big-cap  S&P's  400  index. 

This  has  happened  before.  In  the  final  stages  of  the  1972 
and  1929  bull  markets,  the  big-name  stocks  made  record 
highs  all  by  themselves.  The  terrible  1974  crash,  for  exam- 
ple, was  preceded  by  a  period  in  which  the  so-called  Nifty 
Fifty  stocks  sprinted  to  ridiculous  heights  (Avon  Products 
was  at  59  times  earnings)  while  most  issues  languished. 

George  Putnam  IU,  president  of  New  Generation  Invest- 
ments, Inc.,  a  money  management  firm  in  Philadelphia, 
believes  that  recent  weeks  have  brought  a  dramatic  in- 
crease in  speculation  in  bankrupt  stocks  like  LTV,  Man- 
ville  and  Global  Marine.  "The  market  seems  to  be  frothing 
at  the  moment.  Investors  are  scrambling  around  among 
bankrupt  stocks  looking  for  values.  What  they  don't  real- 
ize is  that  many  of  the  New  York  Stock  Exchange  bank- 
rupt issues  look  overpriced,"  says  Putnam. 

On  Mar.  18  New  York  City's  Chase  Manhattan  Bank 
announced  its  newest  offering:  a  certificate  of  deposit  with 
an  S&P's  500  call  attached  to  it.  The  brochure  rhapsodizes: 
"The  only  bank  investment  that  links  your  return  to  stock 
market  growth  with  no-risk  to  your  principal."  Best  case, 
your  CD  could  earn  75%  of  what  the  market  does  over  a 
12-month  period.  Worst  case,  no  return  at  all.  When  "can't 
lose"  investments  start  to  appear,  wary  investors  start 
building  their  bank  accounts. 

Add  it  all  up  and  the  prudent  investor  must  conclude 
that  the  time  has  come  to  position  oneself  against  a  major 
correction,  not  selling  out  blindly  but  taking  some  profits, 
building  cash.  That  may  involve  missing  out  on  some  of 
the  fun;  sitting  with  cash  is  boring.  But  better  bored  now 
than  broke  later.  ■ 
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yOUIL  BE  VERy  IMPRESSED 

WITH  THE  WAy  THIS 
NO-HEADACHE  COPIER  RUNS. 

OU1L  BE  EVEN  MORE  IMPRESSED 
IF  IT  EVER  BREAKS  DOWN. 


Better  copiers  and  the  industry's  most 
impressive  service  plan  virtually  eliminate  all 
of  your  most  common  copier  complaints. 

We  think  you'll  say  that  Pitney  Bowes  copiers  are 
, the  best  you've  ever  had. 

We've  made  them  more  dependable,  versatile 
1 3nd  simpler  to  operate.  And,  they're  easier  to  fix 
1  if  anything  ever  does  go  wrong. 

We've  even  created  one  of  the  most  extensive 
computer-dispatched  service  staffs  in  the  business.- 
I  One  phone  call  puts  you  on-line  with  the  Customer 
i  Service  Support  Center  nearest  your  business.  So  if 
your  copier  needs  help,  you  get  it.  Almost  immediately 

There's  more.  We  also  offer  flexible  financing  and 
supplies  and  service  contracts.  Which  means  we  can  cure 
I  headaches  for  people  who  use  copiers.  And  for  those 
jwho  pay  for  them. 

For  more  information,  call  1-800-MR.  BOWES 
1(1-800-672-6937),  ext.  271.  Or  write  us  at  1701  Crosby  St., 
■Stamford,  CT  06926-0700. 


Pitney  Bowes 
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What  next?  The Japanese  may  not  intend  to  take  over  the  business  of 
business  publishing,  but  they  sure  plan  to  make  a  big  splash  in  it. 


Watch  out  Reuters, 
you,  too,  Dow  Jones 


By  Marc  Beauchamp 

From  a  plush  reception  room 
inside  a  nondescript  office 
building  in  Tokyo's  Marunou- 
chi  financial  district,  Ko  Monta  sends 
a  shot  across  the  bows  of  his  Western 
competitors:  "International  econom- 
ic reporting  shouldn't  be  the  monopo- 
ly of  Europeans  and  Americans." 
Morita,  62,  is  president  and  chief 


executive  of  Japan's  Nihon  Keizai 
Shimbun,  Inc.,  which  publishes  the 
Nihon  Keizai  Shimbun — literally,  the 
Japan  Economic  Daily,  the  Japanese 
equivalent  of  the  Wall  Street  Journal. 
This  spring  Nikkei,  as  both  the  firm 
and  paper  are  informally  known,  will 
begin  printing,  on  presses  owned  by 
Dow  Jones,  8,000  copies  of  the  Japa- 
nese-language daily  Nikkei  in  the  U.S. 
The  paper  will,  of  course,  be  mainly 


for  sale  to  expatriate  Japanese  busi- 
nessmen. But  this  is  only  the  tip  of 
the  iceberg  in  Nikkei's  overseas  ex- 
pansion plans. 

But  why  venture  into  other  coun- 
tries, which  already  have  their  own 
profitable  and  dominant  business 
publishing  enterprises?  "Internation- 
al expansion  is  a  must  with  the  inter- 
nationalization of  the  Japanese  econo- 
my," explains  Susumu  Ohara,  55, 
president  of  Nihon  Keizai  Shimbun 
America,  Inc. 

A  bit  older  than  the  Wall  Street  Jour- 
nal, Nikkei  dates  back  to  1876,  another 
time  when  Japan  was  opening  up  to 
the  rest  of  the  world.  It  took  its  cur- 
rent name  in  1946,  around  the  time 
Barney  Kilgore  was  hammering  the 
Wall  Street  Journal  into  the  money  ma- 
chine it  still  is  today.  The  Nikkei 
morning  edition  now  sells  2.4  million 
copies,  vs.  1.9  million  for  the  Journal. 
Cost  of  an  advertising  page  in  the  Nik- 
kei. $101,000,  vs.  $84,700  for  a  Wall 
Street  Journal  page — and  Japan's  popu- 
lation is  half  that  of  the  U.S. 

Beyond  the  flagship  newspaper,  the 
Nikkei  Group  also  publishes  special- 
ty newspapers  on  industry  and  retail- 
ing, books  and  magazines.  It  runs  re- 
search institutes,  owns  television  and 
shortwave  broadcast  properties,  and 
operates  electronic  databases. 

The  Nikkei  Group  had  revenues  of 
more  than  $2  billion  last  year  (trans- 
lating the  yen  at  145  to  the  dollar). 
Compare  that  with  Reuters'  $919  mil- 
lion and  Dow  Jones  &  Co.'s  $1.1  bil- 
lion, although  both  Western  publish- 
ers report  higher  profitability  than 
Nikkei.  Yet  another  example  of  the 
Japanese  emphasizing  growth  over 
profitability. 

Were  the  Nikkei  Group  publicly 
owned  and  valued  at  Dow  Jones'  mul- 
tiple of  revenues,  it  would  command  a 
market  valuation  of  at  least  $7  billion. 
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There's  no  fat 
n  our  system  so 
there's  none 


in  our  prices 


The  new  UPS  Next  Day 
etter  and  Next  Day  Air 
are,  at  first  glance,  practi- 
identical  to  our  competi- 
overnight  envelopes. 
But  the  differences  are 
j  quite  substantial. 


You  see,  the  UPS  system 
operates  so  efficiently  we  can 
deliver  our  Letter  and  Pak 
for  far  less  than  other  compa- 
nies charge. 

Yet  we  still  manage  to 
provide  you  with  services  no 


one  else  offers.  Such  as  over- 
night delivery  to  every  single 
address  in  the  48  states, 
Hawaii**  and  Puerto  Rico. 

So  if  you  would  like 
to  cut  the  fat  out  of  your  over- 
night shipping  expenses,  use 


— 


the  UPS  Next  Day  Air  Letter 
and  Pak. 

The  overnight 
reducing  plan  that 
really  works. 
We  run  the  tightest  ship  in 
the  shipping  business. 


ups 


..n-  j,I,I,,„„,jI  .liv  (C)  I  Inirr.t  P.,r,      ^rvi,  n/«r 


•Trademark  of  Northern  T<-vcom  «  1986  Northern  Telecom 


NETWORKING 


Nikkei  staffer  checking  page  layout 
Perks  include  chauffeur-driven  cars 


Robert  w  jlhvjB  Plctu 


But  Japanese  newspapers  are  consid- 
ered public  trusts,  and  law  prohibits 
them  from  going  public.  The  Nikkei 
Group  is  owned  by  its  4,000-plus  em- 
ployees, but  they  don't  get  rich  from 
it.  Chief  Executive  Morita  is  one  of 
Nikkei's  largest  individual  sharehold- 
ers, with  1.4%  of  the  group's  12  mil- 
lion outstanding  shares.  The  compa- 
ny-set value  of  his  stake  is  a  mere 
$116,000;  last  year  dividends  on  his 
stock  came  to  under  $20,000. 

One  reason  Nikkei  is  less  profitable 
than  its  Western  counterparts  is  its 
high  overhead.  With  1,300  editors  and 
reporters,  Nikkei's  editorial  staff  is 
more  than  twice  that  of  the  Wall  Street 
Journal.  Its  well-paid  reporters  and 
editors  enjoy  perks  such  as  the  use  of 
chauffeur-driven  black  cars  sporting 
the  company  flag,  yet  they  sit  elbow 
to  elbow  at  battered  gray  desks  under 
harsh  fluorescent  lights. 

Nikkei's  labor  costs  probably  run 
around  30%  of  revenues,  against  the 
Journal's  21%.  But  the  information 
gathered  by  all  those  busy  hands  has 
many  outlets.  These  include  the 
morning  and  evening  editions  of  the 
Nikkei  (with  a  combined  circulation  of 
3.7  million),  industrial  and  retailing 
newspapers  and  the  Japan  Economic 
Journal,  a  30,000-circulation  English- 


language  weekly  paper  that  Nikkei 
prints  in  Tokyo,  New  York  and  San 
Francisco. 

Last  but  not  least  among  outlets  are 
Nikkei  Group's  computerized  data- 
bases. From  these,  information  is  re- 
sold to  database  subscribers,  or  is  re- 
gurgitated yet  again  in  the  form  of 
books,  magazines  and  newsletters. 
Nikkei's  electronic  databases  and  re- 
trieval banks  hold  a  wealth  of  infor- 
mation on  the  Japanese  economy,  list- 
ed and  unlisted  companies,  stock  and 
bond  markets.  Selling  this  informa- 
tion already  accounts  for  5%  of  the 
parent  company's  revenues. 

Will  foreigners  buy  this  informa- 
tion? Up  to  a  point,  they  already  are 
buying  it.  Nikkei  has  over  700  termi- 
nals in  25  major  cities  outside  Japan 
for  its  Quick  service,  which  provides 
real-time  Japanese  stock  quotes  and 
microeconomic  news.  Nikkei  Tele- 
com, a  personal  computer  service, 
gives  users  in  the  U.S.  and  Europe 
access  to  Nikkei's  Economic  Elec- 
tronic Database  System,  which  holds 
information  on  business,  banking, 
commodities  and  other  subjects.  Both 
services  are  available  in  Japanese  and 
English.  There  are  also  expensive 
Nikkei  newsletters  on  technology 
and  Japanese  financial  markets. 


In  operating  abroad,  however,  Nik- 
kei moves  to  an  environment  that  is 
quite  different  from  Japan's.  Whereas 
American  journalists  have  an  almost 
pathological  distrust  of  their  own  gov- 
ernment and  businessmen,  Japanese 
journalists  are  quite  cozy  with  their 
government  and  industry.  For  exam- 
ple, a  research  institute  affiliated  with 
Nikkei  does  contract  work  for  the 
government's  Economic  Planning 
Agency.  Nikkei's  building  is  on  land 
bought  for  a  song  in  the  1960s  from 
Japan's  Ministry  of  Finance.  Neigh- 
bors on  the  same  parcel  include  the 
Keidanren,  Japan's  powerful  business 
lobby.  Nikkei's  close  ties  with  the 
business  establishment  are  so  notori- 
ous that  cynics  often  refer  to  it  as  the 
Nihon  Kabushiki  Kaisha  Shimbun — liter- 
ally, the  Japan  Company  Daily. 

Reporters  who  belong  to  press  clubs 
affiliated  with  government  ministries 
or  industries  (most  are  closed  to  for- 
eign reporters)  socialize  with  sources 
and  often  agree  to  delay  or  ignore  sto- 
ries, especially  negative  ones. 

Notes  Kenichi  Sasaki,  head  of  the 
international  department  of  Kyodo 
News  Service,  Japan's  equivalent  of 
the  Associated  Press:  "Like  the  soci- 
ety, Japanese  journalism  is  closed." 

Like  most  Japanese  companies  ven- 
turing abroad,  Nikkei  made  its  first 
moves  through  joint  ventures — a  cau- 
tious way  of  exploring  the  turf.  With 
McGraw-Hill,  Nikkei  publishes  Japa 
nese-language  books  and  magazines 
on  management  and  industry.  An 
equally  serious  relationship  is  Nik- 
kei's long-standing  tie  with  Dow 
Jones.  Nikkei  owns  10%  of  the  Asian 
Wall  Street  Journal  and  will  soon  begin 
printing  it  in  Japan.  It  also  buys  the 
Dow  Jones  News/Retrieval  for  its 
newspaper  and  database.  A  joint  mar- 
keting agreement  covering  Nikkei 
and  Dow  Jones'  databases  would  have 
made  sense.  But  William  Dunn,  who 
oversees  the  Dow  Jones  News/Re- 
trieval service,  says  the  two  compa- 
nies couldn't  agree  on  details  and  that 
Dow  Jones  has  made  a  similar  deal 
with  Kyodo  News  Service. 

What  will  happen,  once  Nikkei 
moves  onto  its  partners'  turf?  Morita 
handles  the  question  tactfully:  "Our 
relationship  will  change,  but  I  don't 
think  it  will  become  adversarial.  Skir- 
mishes are  different  from  total  war." 
But  Takashi  Suzuki,  director  of  Nik- 
kei's Databank  Bureau,  is  less  diplo- 
matic: "Reuters  is  a  byproduct  of  the 
British  Empire,  Dow  Jones,  the  eco- 
nomic development  of  the  United 
States."  Presumably  U.S.  publishers 
won't  make  the  mistake  other  U.S. 
industries  made  by  taking  the  Japa- 
nese too  lightly.  ■ 
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The  final  barrier  to  full  interstate  banking 
is  about  to  fall  in  Illinois.  An  opportunity 
for  investors?  Not  quite  what  you  would 
think  from  all  the  shouting. 


Bank  hype 


By  Jan  Parr 


First  Colonial  Bankshares'  Paul  Johnson 
Looking  like  one  of  the  few  winners. 


If  your  broker  calls  and  he's  flog- 
ging Illinois  bank  stocks,  hang  up. 
Yes,  there  have  been  major  kill- 
ings made  by  nimble  investors  who 
grabbed  the  right  bank  shares  as  vari- 
ous states  lifted  their  bans  on  regional 
and  interstate  banking.  And  Illinois, 
one  of  the  last  holdouts  and  sitting 
with  9%  of  the  nation's  banks  and 
$148  billion  in  assets,  may  look  like 
an  opportunity  about  to  happen. 

But  look  again.  The  state  has  al- 
ready passed  one  set  of  intrastate  and 
regional  banking  laws.  And  those  did 
indeed  set  off  an  initial  flurry  of  activ- 
ity— 42  bank  mergers,  15  involving 
out-of-state  acquirers,  which  made 
some  investors  rich,  last  year.  The 
next  step  is  that  the  legislature  is  ex- 
pected to  establish  a  trigger  date  al- 
lowing full,  national  interstate  bank- 
ing sometime  in  1988. 

On  the  strength  of  that,  not  a  few 
Illinois  bankers,  investors  and  Wall 
Street  types  are  telling  anyone  who 
will  listen  that  a  monsoon  of  buyout 
money  will  soon  send  bank  shares 
bobbing  upward.  "There  are  a  lot  of 
banks,  and  a  lot  of  profitable  banks. 
There'll  be  a  real  rush  if  banking  laws 
are  broadened  further,"  says  one  of 
the  most  vocal  bulls,  Michael  Sam- 
mon,  of  the  investment  banking  firm 
Chicago  Corp.  One  reason  for  his  en- 
thusiasm: Last  year  alone,  Chicago 
Corp.  organized  five  initial  public  of- 
ferings for  medium-size  banks  that 
hope  to  cash  in  on  a  possible  bonanza. 

But  there's  one  big  problem:  Illi- 
nois' archaic  banking  laws  sharply 
limit  the  number  of  true  investment 
opportunities  still  around.  Those 
laws,  for  example,  say  that  banks  in 
the  state  can  have  only  five  branches, 
and  most  of  those  must  be  situated 
within  a  few  blocks  of  the  main  office. 
Result?  Unless  you  buy  a  large  bank, 
"You  can't  buy  a  power  base  in  Illi- 
nois," explains  consultant  Douglas 
Austin,  president  of  Douglas  Austin 
&.  Associates  in  Toledo. 

In  any  case,  many  of  the  big  boys 
are  already  taken.  Under  the  existing 
regional  law,  large  Michigan  and  Wis- 
consin institutions  have  grabbed 
most  of  the  easy,  early  prizes.  The 
biggest  Chicago-area  deal,  for  exam- 
ple, came  when  Detroit-based  NBD 
Bancorp  (assets,  $21.1  billion)  bought 
suburban  USAmeribancs  (assets,  $1.8 
billion)  for  3.3  times  book  value  and 
11.7  times  earnings.  But  this  was  no 
typical  deal.  USAmeribancs  was  an 
extraordinary  performer,  with  an  av- 
erage return  on  equity  of  31%. 

In  fact,  says  Harrison  Steans,  chair- 
man of  USAmeribancs,  the  much-bal- 
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TAKE  A  BUYER'S 
HOLIDAY  IN  TAIWAN 

Make  Your  First  Stop 

The  Taipei  World  Trade  Center 

Save  time  and  energy  for  all  the  things  you'd  rather  be  doing  on  your 
next  buying  trip  to  Taiwan.  Stop  first  at  the  Taipei  World  Trade  Center. 

See  the  products  of  more  than  2,500  suppliers 
all  under  one  roof,  the  largest  display  of  its 
kind  in  Asia.  Make  your  choices  quickly  and 
easily,  with  the  help  of  a  multilingual  staff, 
in  the  comfort  of  the  beautiful  new 
Taipei  World  Trade  Center.  You  can  also  attend 
any  of  14  Taipei  international  Trade  Shows 
to  be  held  in  the  Center  in  1987. 

Then,  perhaps  a  round  of  golf  in  Tamsui.  A  visit 
to  the  National  Palace  Museum,  or  Lung  Shan 
Temple  Swimming,  tennis.  One  stop  at  the 
Taipei  World  Trade  Center  is  all  it  takes  to  make 
your  next  buying  trip  to  Taiwan  a  real  holiday. 

Your  window  to  Taiwan  Ours  to  the  world 

MIPEI 

WORLD 
S*fTR/IDE  CENTER 

5  Hsmyi  Road.  Section  5  Taipei  Taiwan,  ROC    Tel  (02)725-1111    Telex  28094  TPEWTC  &  10571  TPEWTC 
Operated  by  China  External  Trade  Development  Council    Tel  (02)715-1515    Telex  21676  CETRA    Fax  886  2-7168783 


For  further  information,  contact 
Far  East  Trade  Service,  Inc  , 
Branch  Office  in  Chicago  (312)321-9338, 
San  Francisco  (415)788-4304.  788-4305, 
Vancouver  (604)682-9501 
or  the  China  External  Trade  Develop- 
ment Council,  Inc  ,  New  York  (212)532-7055 


Source:  Don  Bowdren  Associates,  1985 


lyhooed  national  trigger  date  will  be  a 
"nonevent,"  unless,  that  is,  your  bank 
has  "over  a  billion  dollars"  in  assets 
as  well  as  a  healthy  slug  of  retail  cus- 
tomers. Only  some  half-dozen  insti- 
tutions need  apply. 

Yes,  there  are  still  a  few.  First  Colo- 
nial Bankshares,  for  one.  Chief  Execu- 
tive Officer  Paul  Johnson,  through  ac- 
quisitions, has  built  a  nine-bank,  $1 
billion  (assets)  holding  company  from 
a  $200  million  (assets)  one  in  a  few 
years.  With  the  field  wide  open  to 
bidders,  Johnson's  firm,  with  nine 
prime  locations  and  a  historic  return 
on  equity  of  over  22%,  should  fetch  a 
fancy  premium.  Colonial  currently 
trades  at  21,  which  is  a  nice  premium 
to  its  1984  offering  price  of  9. 

Others  in  a  similar  position:  Ex-j 
change  National  Bank,  a  $1.9  billion 

The  much  ballyhooed 
national  trigger  date  will  be 
a  nonevent  unless  a  bank 
has  over  a  billion  dollars  in 
assets  as  well  as  a  healthy 
slug  of  retail  customers. 
Only  a  half-dozen 
institutions  need  apply. 

up-and-comer  in  Chicago;  First  Illi- 
nois Corp.,  a  $1.4  billion  (assets)  bank 
in  nearby  Evanston,  a  consistently 
high  performer  with  17.6%  return  on 
equity  and  an  impressive  1.32%  re- 
turn on  assets;  LaSalle  National  Bank 
in  Chicago;  closely  held  Lane  Finan- 
cial, Inc.;  and  Cole-Taylor  Financial 
Group. 

Possible  buyers:  Michigan's  First  of 
America  (assets,  $7.9  billion)  and 
Ohio's  Banc  One  (assets,  $17.4),  two 
of  the  swiftest  and  most  aggressive  of 
the  Midwest  acquirers. 

The  two  biggest  Chicago  banks, 
First  Chicago  and  Continental  Illi- 
nois, aren't  expected  to  be  big  players. 
Continental  Illinois  has  bought  three 
small  banks  (total  assets,  $185  mil- 
lion) but  is  still  reeling  from  its  1985 
collapse  and  federal  bailout.  First  Chi- 
cago, which  wants  to  be  the  premier 
bank  in  the  Midwest  (a  title  it  will 
have  to  contest  with  NBD  and  Banc 
One),  has  been  a  slow  mover.  More- 
over, it  is  still  digesting  its  acquisition 
earlier  this  year  of  the  $1.1  billion 
(assets)  First  United  Financial  Ser- 
vices, a  five-bank  holding  company  in 
the  northwest  and  west  suburbs  of 
Chicago. 

"A  lot  of  bankers  are  getting  all 
dressed  up  for  the  wedding,"  observes 
First  Colonial  Bankshares'  Paul  John- 
son. This  time  around,  an  awful  lot  of 
them  seem  very  likely  to  be  left  at  the 
altar.  ■ 
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Owens-Illinois,  Inc. 


has  been  acquired  by 
a  new  company  formed  by 


Kohlberg  Kravis  Roberts  &  Co, 


The  undersigned  acted  as  financial  advisor  to 
Owens-Illinois,  Inc.  in  this  transaction. 


Lazard  Freres  &  Co. 


Stephen  Wolf  earned  his  wings  turning 
around  Republic  Airlines.  Now  Saul  Stein- 
berg is  betting  that  Wolf  can  save  the 
world's  largest  air  cargo  line. 

Tiger  by  the  tail 


By  Marc  Beanehamp 

Even  if  Stephen  Wolf  had  not 
been  fighting  since  August  to 
keep  the  Flying  Tiger  Line,  Inc. 
in  the  air,  his  reputation  as  a  meticu- 
lous and  demanding  boss  would  be 
secure.  Check  out  his  attitude.  "If  I 
were  a  football  coach  with  a  12-game 
season,"  says  Flying  Tigers'  chair- 
man, president  and  chief  executive, 
"and  we  lost  one  game,  I  would  tell 
the  players,  'We  have  a  very  serious 
problem.'  "  At  $1.1  billion  (revenues) 
Flying  Tigers,  6-foot-6  Wolf  is  up  to 
his  ears  in  problems. 

Founded  in  1945  by  a  group  of 
World  War  II  pilots,  Flying  Tigers  has 
grown  into  the  world's  largest  air  car- 
go line.  Its  company-owned  and 
leased  fleet  of  20  747  and  13  727  jets 
moves  everything  from  computers 
and  cattle  to  cut  flowers  on  scheduled 
runs  between  the  U.S.,  the  Pacific  Ba- 
sin, the  Mideast,  Europe  and  Latin 
America. 

But  big  profits  have  been  elusive. 
Flying  Tigers  is  dragging  $531  million 
in  debt  (8 1  %  of  capital)  and  exorbitant 
labor  costs.  And  since  the  air  cargo 
business  was  deregulated  in  1978,  for- 
mer major  freight  customers  like 
United  Parcel  Service  have  bought  or 
leased  their  own  planes.  Flying  Tigers 
has  lost  $114  million  in  the  past  five 
years  of  ups  and  downs. 

But  then,  at  Republic  Airlines,  Wolf 
spent  2V2  years  cutting  costs  and  jug- 
gling routes,  taking  the  carrier  from 
the  brink  of  bankruptcy  to  solid  prof- 
itability before  selling  it  last  summer 
to  Northwest  Airlines  for  $884  mil- 
lion. Demanding?  Meticulous?  Wolf 
would  frequently  show  up  at  Repub- 
lic's ticket  counters  and  gates  to  mon- 
itor customer  service.  He  insisted  on 
selecting  the  carpeting  for  airplanes 
himself. 


Among  those  impressed  was  Saul 
Steinberg,  whose  Reliance  Group 
Holdings  owned  13%  of  Flying  Tigers' 
parent,  Los  Angeles-based  Tiger  Inter- 
national, Inc.  Steinberg  began  buying 
Tiger  stock  in  1979  when  it  was  going 
for  around  $21  a  share.  By  last  sum- 
mer Tiger  had  crashed  to  under  $5, 
and  Steinberg's  $74  million  stake  was 
worth  around  $20  million.  Steinberg 
and  two  lieutenants  now  sit  on  Ti- 
ger's board.  Lured  by  a  $425,000  salary 
and  a  generous  stock  option  package, 
Wolf  agreed  to  become  Flying  Tigers' 
eighth  president  since  1978. 

Thus  far  Wolf  has  not  disappointed. 
He  started  with  Flying  Tigers'  more 
than  650  pilots,  threatening  to  close 
down  the  carrier  when  they  balked  at 
a  25%  wage  cut  and  work-rule 
changes.  He  wrenched  similar  conces- 
sions from  the  rest  of  his  workers. 
Total  savings:  $58  million  a  year 
through  mid- 1990.  Next,  Wolf  turned 
to  Flying  Tigers'  creditors,  crafting  a 
new  debt  structure  (scheduled  to  be  in 
place  by  late  April)  that  will  save 
more  than  $100  million  in  principal 
and  interest  over  the  next  five  years. 

All  this  has  impressed  Wall  Street. 
Since  last  fall  Tiger  International 
stock  has  tripled,  to  around  $12  a 
share.  Steinberg,  too,  seems  encour- 
aged: He  recently  increased  his  stake 
to  above  19%  of  Tiger's  32  million 
shares. 

Now  for  the  hard  part.  Wolf  must 
devise  a  marketing  strategy  to  get  rev- 
enues growing.  Flying  Tigers'  U.S. 
and  European  operations  are  money- 
losers.  Latin  America  is  barely  profit- 
able. In  the  Pacific,  its  most  impor- 
tant market  (65%  of  scheduled  cargo 
revenues),  capacity  is  growing  faster 
than  demand.  Among  the  competi- 
tion: Nippon  Cargo  Airlines,  an  up- 
start Japanese  cargo  line,  and  Japan 
Air  Lines. 


Chad  Sfcmen 


Flying  Tigers'  strength,  Wolf  ar- 
gues, is  its  worldwide  reach  and  the 
30,000  U.S.  cities  it  serves  with 
scheduled  flights  and  contract  truck 
ing  service.  "Japan  Air  Lines,  for  ex- 
ample, serves  only  a  few  gateway 
cities,"  notes  Wolf.  Thus,  goods  land- 
ing m  Los  Angeles  must  be  transferred 
to  another  air  carrier  or  trucking  firm. 
"Shippers  even  more  than  passengers 
want  to  stay  with  one  carrier,"  rea- 
sons Wolf.  "They  [shippers]  only  have 
bags  checked." 

To  improve  domestic  and  transat- 
lantic load  factors,  which  have  de- 
clined sharply  in  recent  years,  Woli 
recently  leased  six  midsize  DC-8s, 
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{  Stephen  Wolf,  chairman  and  president  of  the  Flying  Tiger  Line 
Can  he  save  Saul  Steinberg's  investment ? 


(which  will  free  747s  for  more  efficient 
long  hauls  over  the  Pacific  and  to  oth- 
Ser  markets.  To  stem  losses  on  domes- 
itic  operations,  Wolf  is  trying  to  win  a 
!  bigger  share  of  the  door-to-door  pack- 
age delivery  market.  But  rather  than 
itake  on  the  likes  of  Federal  Express, 
(Wolf  wants  heavier  packages.  He  ex- 
plains: "We  are  not  going  after  the 
jenvelope  to  be  delivered  at  10:30  in 
[the  morning  to  a  reception  desk  on 
Wall  Street."  Wolf  denies  speculation 
that  he  may  sell  Flying  Tigers'  domes 
itic  operations.  "It  would  be  foolish  to 
sever  it.  It's  an  integral  part  of  our 
(distinctive  product." 

Still,  Wolf  is  convinced  that  the  fu- 


ture of  Flying  Tigers  lies  in  the  fast- 
growing  Pacific  Basin.  In  March  Fly- 
ing Tigers  began  a  new  round-the- 
world  service  from  Asia  via  the 
Mideast  and  Europe.  In  a  three- 
month-old  tie-up  with  UPS,  Flying 
Tigers  is  flying  UPS  packages  over- 
night between  Japan  and  Anchorage. 

Wolf's  chances  of  turning  around 
Flying  Tigers?  The  carrier's  costs  are 
still  higher  than  its  nonunion  compe- 
tition's. Wolf  will  also  have  to  change 
Flying  Tigers'  reputation  for  sloppy 
service.  Other  things  that  could  go 
wrong:  fuel  costs,  exchange  rates,  pro- 
tectionism or  a  worldwide  recession. 

Today  Tiger  International's  biggest 


assets  are  probably  its  $300  million- 
plus  in  tax-loss  carryforwards  and  in- 
vestment tax  credits.  (Wolf  denies 
speculation  that  Flying  Tigers  will 
make  an  acquisition  to  use  the  tax 
credits.)  Assuming  the  market  could 
absorb  Tigers'  planes,  the  recent  debt 
restructuring  has  sucked  a  lot  of  value 
out  of  its  fleet.  Most  of  its  ground 
facilities  are  leased.  Analysts  say  the 
airline  is  probably  worth  not  much 
more  than  $15  a  share,  Steinberg's 
break-even  price. 

For  now,  it  seems,  Wolf  will  have  to 
go  it  alone,  if  he's  going  to  turn  Tigers' 
red  ink  to  black  and  redeem  the  in- 
vestment of  his  largest  stockholder.  ■ 
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Hitachi's  advances  in  medical  electronics  extend  to  automatic  blood 
chemistry  analysis,  a  Picture  Archiving  and  Communications  System, 
diagnostic  ultrasonics  and  Magnetic  Resonance  Imaging. 


Medicine  should  be  more  than  the  ability 
1  o  treat  or  cure.  The  best  care  and  treatment  come 
torn  precise  diagnosis. 


Medical  electronics  have  brought 
narvelous  progress  to  diagnostic  medicine 
p  recent  years.  Great  strides  have  been 
nade  in  biochemical  analysis,  electron 
microscopes  and  medical  information  sys- 
5ms.  Another  shining  example  is  the 
advent  of  imaging  equipment  which  uses 
hagnetic  resonance  to  display  even  the 
Inost  subtle  changes  in  body  chemistry. 

Hitachi's  scientists  and  engineers  are 
iiow  at  work  on  an  innovative  system  which 
/ill  make  it  feasible  to  store,  retrieve  and 
ise  comprehensive  diagnostic  data  from  a 
vide  array  of  imaging  equipment  —  from 
he  most  sophisticated  Magnetic 
Resonance  Imaging  units  (MRI)  to  nuclear 
medicine,  ultrasonic  scanners  and  X-ray  CT, 
p  name  just  a  few.  This  Picture  Archiving 
Lnd  Communications  System  (PACS) 
hould  lead  not  only  to  more  precise 
liagnosis  but  also  to  formation  of  research 
ind  education  information  networks  which 
ise  medical  image  data  to  the  fullest. 


Hitachi  is  also  developing  highly 
advanced  electronic  microscopes  for  ex- 
ploring the  world  of  micro-fine  objects  — 
indispensable  in  basic  studies  of  medicine 
and  biology.  And  we  are  creating  medical 
equipment  such  as  an  automatic  blood 
chemistry  analyzer  and  an  information 
processing  system. 

We  link  technology  to  human  needs. 
We  believe  that  Hitachi's  advanced  tech- 
nologies will  result  in  systems  that  serve 
peoples'  needs  more  precisely  and  fully 
than  ever  before.  Our  goal  in  medicine  - 
and  communications,  energy  and 
transportation  as  well  —  is  to  create  and  put 
into  practice  innovations  that  will  improve 
the  quality  of  life  the  world  around. 


0  HITACHI 

Hitachi,  Ltd.  Tokyo,  Japan 


There's  no  oil,  and  60%  of  the  land  is 
jungle.  Why,  then,  are  rich  Americans,  par- 
ticularly rich  Texans,  pouring  money  into 
this  tiny  Central  American  nation? 

Fishing  in 
muddy  waters 


By  William  P.  Barrett 


WALTER  M.  MlSCHER  SR.  is  a 
very  important  man  in  Tex- 
as: chairman  of  $10  billion 
(assets)  Allied  Bancshares,  the  state's 
sixth-largest  bank  holding  company; 
chairman  and  chief  executive  of 
Mischer  Corp.  (revenues,  $71  mil- 
lion), one  of  the  Houston  area's  big- 
gest road  builders  and  land  develop- 
ers; and  a  political  fundraiser  of  leg- 


endary stature  for  whichever  party 
happens  to  please  him  at  the  moment. 

Lately  Mischer's  fancy  is  the  tiny 
(pop.  160,000)  Central  American  na- 
tion formerly  known  as  British  Hon- 
duras, now  called  Belize.  It  is  a  coun- 
try about  the  size  (8,860  square  miles) 
of  New  Hampshire,  founded  by  pi- 
rates and  perched  on  the  Gulf  coast 
below  Mexico's  Yucatan  peninsula. 
Belize  boasts  about  150  miles  of  large- 
ly undeveloped,  often  gorgeous,  white 


sand  beaches  and  about  5,000  square 
miles  of  some  of  the  world's  mosd 
dense,  mosquito-,  crocodile-  and  jag- 
uar-infested jungle.  Belize  City,  the! 
largest  city,  is  a  makeshift-looking 
place  of  45,000  persons,  6  inched 
(measure  them)  above  sea  level,  with 
open  sewers  and  a  tendency  to  de- 
struct  during  on-target  hurricanes 
that  hit  every  30  or  so  years. 

Yet  Mischer  has  poured  more  than 
$2  million  of  his  own  money  into  a 
partnership  buying  more  thari 
700,000  acres  of  the  country,  one-j 
eighth  of  its  area,  and  none  of  which  is 
accessible  to  the  Caribbean  Sea.  Al| 
most  monthly  this  Houston  heavy- 
weight flies  into  Belize  in  his  private 
jet  with  prospective  investors  in  tow. 

"I  think  you  can  make  some  money 
down  here,"  Mischer  says  in  a  thick 
Texas  accent,  a  large  red  ant  crawling 
across  his  monogrammed  shirt,  as  hel 
directs  workers  cutting  a  road  amid 
towering  mahogany  trees  and  cack* 
ling  tropical  birds.  Make  money  how? 
"We're  still  figuring  that  out,"  he 
says.  Mischer  is  one  of  several  dozen 
U.S.  investors,  including  movie  mo- 
gul Francis  Ford  Coppola  and  a  horde 
of  Texans  fleeing  the  depressed  eco^ 
omy  back  home,  all  apparently  shar- 
ing Mischer's  notion  that  this  country 


The  Belize  River  through  downtown  Belize  City 

Open  sewers  end  a  tendency  to  destruct  during  hurricanes. 
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For  simplicity,  service  and 
savings,  if  s  the  greatest 
innovation  in  long  distance 
since  WATS. 

New  MCI  PRISM  PLUS  combines  the  simplicity 
of  ordinary  long  distance  with  sophisticated  features 
and  savings  superior  to  AT&T  WATS.  Or  anything 
else  AT&T  has  to  offer  your  business. 

If  you  use  more  than  an  hour  and  a  half  of  long 
distance  a  day,  PRISM  PLUS  can  give  you  universal 
interstate  coverage  at  savings  of  10  to  35%  vs. 
AT&T  And  with  PRISM  PLUS  there's  no  time- 
consuming  installation  or  special  lines  required*  No 
difficult,  costly  analysis.  You  get  complete,  detailed 
billing  for  efficient,  effective  management.  And  you 
can  count  on  PRISM  PLUS  to  grow  with  your 
business  as  fast  and  as  far  as  you  go. 

The  simplicity-and  strength-of  PRISM  PLUS 
is  another  example  of  MCI's  commitment  to  superior 
communications  solutions.  MCI®  has  invested  over 
$5  billion  to  bring  you  the  most  flexible,  sophisti- 
cated service  available.  MCI's  coast-to-coast  fiber 
optic  network  and  other  state-of-the-art  facilities 
can  guarantee  the  clearest,  cleanest  connections 
and  the  most  reliable,  cost-efficient  service. 

Let  PRISM  PLUS  revolutionize  your  business' 
capabilities.  Call  MCI  today. 

For  more  information, 
call  1-800-888-0800. 


COMMUNICATIONS 
FOR  THE  NEXT  100  YEARS." 


•MCI  and  the  MCI  logo  are  registered  service  marks  of  MCI  Communications  Corporation  (MCIC). 

CCI  PRISM  PLUS  and  COMMUNICATIONS  FOR  THE  NEXT  100  YEARS  are  service  marks  of  MCIC. 
©MCIC:  February  1987.  'Available  in  all  Equal  Access  areas. 


Hand-pulled  ferry  (top)  and  Texan  Walter  M.  Mischer  Sr.  on  his  spread 
He's  part  of  a  group  that  bought  one-eighth  of  the  country,  a  parcel 
of  remote,  rugged  jungle  with  no  paved  roads. 


is  the  hot  new  thing. 

Indeed,  this  tropical  country,  long 
dependent  on  its  sugarcane  crop,  oth- 
er produce,  fishing,  an  illicit  drugj 
trade  and  a  smattering  of  tourism 
scraping  by  on  a  per  capita  income  of 
about  $850  a  year,  is  doing  its  darned 
est  to  accommodate  any  foreigners 
willing  to  show  up  with  cash.  Long 
tax  holidays  for  new  projects  are  rou- 
tine. An  agreeable  legislature  imposes 
no  capital  gains  tax  on  investors,  for- 
eign or  domestic,  and  has  hardly  both 
ered  enacting  building  codes  or  safety 
regulations  that  might  jack  up  the 
cost  of  development.  Taking  money — 
the  currency  and  quantity  of  your 
choice — in  or  out  of  the  country?  No 
problem.  "We  have  got  to  move  the 
economy,"  explains  Manuel  Esquivel, 
the  46-year-old  American-educated 
prime  minister. 

A  few  U.S.  companies,  such  as  Wil- 
liamson-Dickie Manufacturing  Co.  of 
Fort    Worth,    which    makes  work 
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iothes  there,  and  Hershey  Foods, 

rlhich  grows  cacao,  the  basis  for  co- 
pa,  long  have  had  a  presence  in  Be- 
ir jjze,  along  with  a  handful  of  American 
.  |>  rmcrs  and  small  resort  operators. 

»  hat  these  days  it  is  getting  downright 
l  owded  with  adventurers.  While  the 
ji  amber  of  new  projects  actually  un- 
|j;r  way  is  still  quite  small  (19  ap- 
I  roved  in  the  past  year,  double  that  of 

-  h  year  earlier),  the  U.S.  embassy  in 
:  :lize  City  reports  up  to  20  visits  a 
Jieek  by  Americans  pondering  tourist 
jiid  agricultural  investment  possibili- 

„  lies.  Eighteen  direct  flights  a  week 
j  om  Houston,  Miami  and  New  Or- 
gans (flight  time  from  each:  about 
jivo  hours)  land  carefully  at  the  one- 
i  rip  international  airport. 

ulV||  Land  speculation  is  especially  live- 
jc  on  Ambergris  Cay,  a  sunbaked  re- 
I  prt  island  with  25  miles  of  spectacu- 
I ,  r  palm-lined  beaches  and  an  airstrip 
lat  adjoins  the  world's  second-long- 
it  (165  miles)  coral  reef  (the  longest 


is  off  Australia).  A  Houston  oilman, 
Al  W.  Dugan,  is  selling  beachfront 
lots  for  $12,500  each,  maybe  four 
times  the  asking  price  three  years  ago 
but  a  tiny  fraction  of  what  such  sites 
would  cost  in  the  U.S. 

What  attracted  Mischer,  the  canny 
64-year-old  whom  Texas  Monthly  mag- 
azine once  called  the  state's  most 
powerful  person?  In  1984  he  invested 
in  a  Belizean  shrimp  farm  being  creat- 
ed by  fellow  Houston  developer  Kieth 
Jackson.  While  visiting  the  facility, 
Mischer  heard  that  a  prominent  Beliz- 
ean businessman  was  about  to  lose 
700,000  acres  of  jungle  on  the  border 
with  Guatemala  in  a  bank  foreclo- 
sure. He  also  heard  that  Coca-Cola 
was  looking  for  a  site  in  the  country 
to  grow  oranges  for  its  Minute  Maid 
orange  juice  brand. 

So  in  late  1985  Mischer,  Houston 
oilman  Paul  Howell  and  Coca-Cola 
put  up  $3  million  apiece.  In  return 
each  party  is  getting  a  shade  less  than 
200,000  acres  of  near-virgin  wilder- 
ness, leaving  the  hard-pressed  Beliz- 
ean businessman  with  about  280,000, 
and  another  50,000  jointly  held.  The 
Mischer/Howell  spread  is  accessible 
by  land  over  a  logging  trail  that  cross- 
es a  government  sanctuary  for  howler 
monkeys,  and  is  traversed  by  a  hand- 
pulled  river  ferry  and  a  condemned 
bridge. 

Mischer  says  he  is  running  soil  tests 
to  see  what  might  grow  there,  but  is 
hoping  to  establish  a  50,000-acre  cat- 
tle ranch  and  an  adjoining  wild  ani- 
mal preserve  with  tourist  possibili- 
ties. He  figures  that,  with  the  cheap 
land  and  cheap  labor,  cattle  can  be 
raised  30%  to  40%  cheaper  than  in 
Texas — where  he  is  part-owner  in  a 
240,000-acre  ranch — and  sold  to  a 
largely  Caribbean  market.  In  addition 
to  the  purchase  price,  Mischer  says  he 
and  Howell  have  spent  another  $1.5 
million  in  clearing  land. 

Besides  an  accommodating  govern- 
ment and  proximity  to  the  U.S.,  Belize 
has  other  things  to  recommend  it.  The 
locals  speak  English  and  generally  like 
Americans.  Various  treaties  allow 
duty-free  exports  into  the  U.S.,  Carib- 
bean countries  and  the  Common  Mar- 
ket. The  government  is  stable  and  so 
far  relatively  corruption-free. 

But  promise  is  one  thing  in  a  coun- 
try like  this,  fulfillment  something 
else.  William  Don  Contris,  an  Ohioan 
who  opened  a  meatpacking  plant 
three  years  ago,  says  he  isn't  making  a 
dime.  Likewise,  so  far,  the  Jackson 
shrimp  farm  that  attracted  Mischer  in 
the  first  place.  Jerry  McDermott,  a 
former  Houston  oilman,  says  his  26- 
room  Paradise  Resort  Hotel  on  Am- 
bergris is  profitable,  but  he  came  to 


A  resort  on  Ambergris  Cay 
Beachfront  lots  for  only  $12,500 — 
four  times  the  price  three  years  ago. 


Belize  1 7  years  ago  and  runs  the  place 
himself.  The  point  is  this:  What  may 
work  for  a  well-heeled,  well-informed 
investor  like  Walter  Mischer  may  not 
work  for  the  ordinary  investor. 

A  prospectus  by  Houston-based  Re- 
sort Associates  Inc.,  soliciting 
$100,000  partnerships  to  build  a  $2 
million,  32-room  Ambergris  hotel 
called  the  Island  Club  of  Belize,  pro- 
jects a  profit  after  two  years  of  opera- 
tion at  a  year-round  occupancy  rate  of 
60% .  Not  one  of  the  two  dozen  estab- 
lishments on  the  island  now  runs 
higher  than  about  45%. 

Also  scurrying  around  Belize  is  one 
Jack  L.  Deaton  of  Fort  Worth,  who 
spent  time  in  federal  prison  after 
pleading  guilty  in  1977  to  securities 
fraud  in  Texas.  He  has  been  touting 
plans  for  a  500-room,  $100  million 
casino  resort  near  the  Mexican  bor- 
der— a  project  that  would  dwarf  any- 
thing in  the  country.  Deaton  says  he 
has  a  99-year  gaming  permit  from  the 
Belizean  government  and  a  personal 
net  worth  statement  from  his  home- 
town accountants  of  $177  million. 

We  called  the  accountants  he  cited. 
The  statement  isn't  theirs,  they  say, 
adding  Deaton  hasn't  been  a  client  for 
a  decade  and  still  owes  them  money. 
Moreover,  Manolo  Romero,  the  offi- 
cial spokesman  for  Belize,  says  no 
long-term  gaming  permits  have  ever 
been  issued. 

In  the  Mayan  language,  Belize  is 
said  to  mean  "muddy  waters."  Fish- 
ing in  muddy  waters  is  only  for  those 
who  really  know  what  they  are  get- 
ting into.  ■ 
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The  Up  &  Coiners 


Survivors 


Three  years  ago  Acmat  Corp.'s  insurers 
nearly  killed  the  asbestos  remover.  What  a 
beautiful  opportunity  for  Acmat. 


Life  after  death 


By  Burr  Leonard 


CONSIDER  THE  CASE  of  Acmat 
Corp.,  a  leading  asbestos 
abatement  company  based  in 
East  Hartford,  Conn.  Acmat  boasted  a 
spotless  safety  record 
and  built  its  revenues  to 
$34.7  million  by  1983. 
But  then  came  the  Man- 
ville  Corp.  and  Bhopal 
disasters.  Acmat's  insur- 
ance companies  can- 
celed its  insurance, 
which  cost  Acmat  all  its 
business.  Recalls  Henry 
Nozko,  Acmat's  feisty 
president:  "We  never 
dreamed  we'd  survive." 

Opportunity  is  what  is 
left  after  everything  else 
has  disappeared.  Nozko 
seized  the  opportunity 
and  not  only  survived, 
but  created  a  thriving  in- 
surance company. 

Nozko,  67,  founded 
Acmat  in  1950  after  a 
glittering  early  career  as 
a  young  jazz  pianist  in 
Mai  Hallet's  touring 
band.  But  once  he  start- 
ed his  family,  he  needed 
steady  income.  Thus  he 
became  an  acoustician, 
specializing  in  sound- 
proofing rooms  for  radio 
stations,  restaurants  and 
corporate  boardrooms. 

Acmat  is  short  for 
"acoustical  materials," 
an  important  example  of 


which  is  (or  was)  asbestos.  "Every- 
body wanted  asbestos  spray,"  Nozko 
remembers.  "It  was  beautiful,  and  it 
had  a  noise  reduction  coefficiency 
other  products  couldn't  match."  In  a 
few  years  Acmat  became  New  En- 


Acmat  Corp.  President  Henry  Nozko 
Bankruptcy  wasn't  his  style. 


gland's  leading  acoustical  contractor. 

Then  scientists  began  to  under- 
stand the  carcinogenic  risks  associat- 
ed with  asbestos.  Nozko  switched  to 
other  materials  in  1970,  three  years 
before  the  Environmental  Protection 
Agency's  ban,  and  in  1976  began  a 
second  career  as  a  remover  of  asbes- 
tos. By  1983  half  Acmat's  $34.7  mil- 
lion in  sales  came  from  asbestos  re- 
moval work.  Highly  profitable,  Ac- 
mat  had  stellar  safety  ratings  from  its 
insurance  company,  Cigna  Corp. 

Then  the  roof  caved  in.  In  late  1984 
Nozko's  industry  friends  in  Hartford 
warned  him  that  insurance  compa- 
nies were  pulling  out  of  asbestos  li- 
ability coverage.  Nozko  remembers: 

"One  day  that  fall  [1984],  we  got  the 
craziest  call  from  an  insurance  agent. 
He  said,  'Suppose  you're  doing  the 
Pan  Am  building,'  which  we  were, 
'and  suppose  one  of  your  people  goes 
mad  and  bursts  all  the  windows,  and 
you  infect  all  of  New  York.'  I  said,  'To 
begin  with,  I  don't  think  that  all  the 
windows  would  burst  in  the  Pan  Am, 
and  I  don't  think  the  fibrous  material 
would  travel  all  over  New  York.  Inci- 
dentally, if  that  did  happen,  you're 
only  covering  us  for  $1  million,  so 
what's  the  big  deal?'  " 
But  many  insurers  were  scared  by 
asbestos  claims  litiga- 
tion, and  Cigna  delayed 
mailing  Acmat's  annual 
liability  insurance  re- 
newal certificate.  Soon, 
Acmat's  clients  were 
canceling  contracts. 
"We  pleaded  with  cus- 
tomers to  understand 
that  we  would  get  over 
this  problem,"  Nozko 
says,  "but  they  would 
say,  'Show  us  a  letter.'  " 
In  late  December  1984 
Cigna  agreed  to  extend 
Acmat's  policy,  but  only 
until  April  1985.  After 
that,  Acmat's  liability 
and  fire  insurance — and 
even  its  auto  policies — 
were  canceled.  Nice 
guys,  those  insurance 
companies,  when  you 
need  them. 

In  all,  asbestos  remov- 
al contracts  worth  $40 
million  were  in  danger 
of  being  canceled  and 
were  delayed.  In  addi- 
tion, Nozko  says,  he  lost 
millions  in  new  business 
because  he  could  not  bid 
on  162  other  asbestos  re- 
moval jobs.  After  earn- 
ing a  record  $1.1  million 
in  1983,  Acmat  lost  $4.3 
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illion  pretax  in  1984. 
Nozko's  friends  and  legal  advisers 
rged  him  to  file  for  bankruptcy  pro- 
ction.  But  bankruptcy  isn't  Nozko's 
yle.  Instead,  he  borrowed  $10  mil- 
on  from  banks  to  see  the  company 
rough  and  went  calling  on  every 
surance  company  he  could  find. 
On  his  80th  try,  he  discovered  Cin- 
nnati-based  American  Empire  Sur- 
lus  Lines  (one  of  Carl  Lindner's  out- 
its),  which  had  carved  out  a  near- 
Qonopoly  in  writing  liability 
overage  for  asbestos  abatement 
irms.  American  Empire's  rates  were 
igh,  but  by  now  Nozko  had  little 
hoice.  All  told,  Nozko's  1985  insur- 
nce  bill  came  to  $2,762,730.  In  1983, 
t  had  been  $480,000. 
If  Acmat  was  a  loser,  who  was  the 
inner?  American  Empire,  of  course, 
s  original  1977  capitalization  of  $2 
illion  has  surged  to  $124  million, 
lmost  one-third  of  that  from  earn- 
gs  alone. 

Amazed  by  this,  Nozko  wondered 
hy  he  wasn't  in  the  insurance  busi- 
ess  and  lost  no  time  getting  in.  In 
arly  1985  he  revisited  all  the  insur- 
ce  companies  that  had  turned  him 
own,  seeking  a  partner  to  maneuver 
im  through  the  labyrinth  of  govern- 
ent  regulations.  No  takers.  "Asbes- 
os,"  says  Nozko,  "was  a  word  that 
st  couldn't  be  dealt  with." 
Finally,  in  the  spring  of  1985, 
ozko  approached  David  T.  Chase,  a 
ongtime  friend  and  wealthy  Hartford 
eal  estate  developer.  Chase  survived 
Nazi  death  camp  and  doesn't  flinch 
t  risky  propositions. 
Nozko  and  Chase  formed  United 
oastal  Insurance.  It  specializes  in 
riting  asbestos  liability  policies — 
ut  exclusively  the  less  risky  "claims 
ade"  policies,  which  are  honored 
nly  if  claims  are  made  during  the 
olicy  period.  Chase  also  brought  in 
insurance  company,  Dublin,  Ohio- 
ased  Acceleration  Corp.,  which  put 
p  a  third  of  United  Coastal's  $10 
illion  initial  capitalization. 
"As  it's  turned  out,"  Nozko  now 
ays,  "United  Coastal  is  a  money  ma- 
hine."  Even  though  it  turned  away 
usiness   last   year,    the  company 
arned  $2  million  on  $10.6  million  in 
remium    revenues.    Analysts  say 
ozko  and  Chase  will  probably  take 
Jnited  Coastal  public  this  summer, 
it  a  price  that  will  value  the  insurer  at 
more  than  $30  million.  A  fifth  of  that 
will  be  ascribed  to  Acmat. 

So  Henry  Nozko  is  back  in  the  pink. 
He  and  his  family  hold  45%  of  Ac- 
mat's  over-the-counter  common 
stock,  trading  recently  at  21  Vi,  up 
rom  6V2  two  and  a  half  years  ago. 
Nozko's  family  holdings  are  today 


worth  $13.8  million. 

With  Acmat's  current  success,  it  is 
on  the  acquisition  trail,  and  though  he 
refuses  to  confirm  it,  Nozko  is  said  to 
be  negotiating  to  buy  a  contractor  of 
building  interiors  that  has  revenues 
substantially  over  $100  million. 

Still,  the  wounds  of  1984  have  not 
entirely  closed.   Now   states  have 


started  to  toughen  their  stance  on  in- 
surance policy  cancelations.  In  some 
states,  what  Cigna  did  then  would 
now  be  illegal.  With  a  sense  of  vindi- 
cation Nozko  says,  "People  work 
hard.  They  build  up  a  net  worth.  And 
to  have  it  snuffed  out  like  that  by 
insurance  companies  shouldn't  hap- 
pen in  a  free  enterprise  society."  ■ 


The  Up  &  Comers 


Strategy 


For  Bob  Price's  Price  Communications,  the 
reward  for  success  is  high.  But  so  is  the 
penalty  for  failure. 

Running  to  stay 
in  place 


By  Tatiana  Pouschine 


Last  fall,  at  a  conference  held  by 
I  James  Grant,  publisher  of  Grant's 
Interest  Rate  Observer,  Price  Communi- 
cations' founder  Robert  Price  took  the 
stage  to  debate  a  hedge  fund  operator 
with  a  big  short  position  in  Price's 
stock.  Yes,  Price  admitted,  his  compa- 
ny was  junk-grade.  But  he  wanted  to 
see  it  become  AAA. 

So  far  the  market  has  frustrated  the 
shorts.  But  Price  Communications' 
underlying  value  seems  to  be  consid- 
erably less  than  what  prominent  ana- 
lysts think  it  is. 

Since  he  started  buying  in  1982,  Bob 
Price  has  acquired  1 8  radio  stations,  4 
network  affiliate  television  stations 
and  some  publications  (including  the 
New  York  Law  Journal).  Almost  all  of 
the  money  has  come  from  junk  bonds 
underwritten  by  Morgan  Stanley  & 
Co.  With  $423  million  in  long-term 
debt  and  shareholders'  equity  of  nega- 
tive $14  million,  Price  Communica- 
tions is  now  one  of  the  most  highly 
leveraged  players  in  the  communica- 
tions business. 

Expensive  money?  You  bet  it  is. 
Price's  debt  costs  him  about  13%. 
Last  year's  interest  tab  came  to  $42 
million.  Unless  he  chooses  to  buy  his 
bonds  in  the  open  market,  where  they 


are  selling  at  a  premium,  Price  is 
stuck  with  the  debt. 

Naturally,  Price  reports  losses.  But 
media  empires  grow  from  cash  flow, 
not  reported  earnings.  Unfortunately, 
the  picture  here,  too,  is  cloudy.  Last 
year  cash  flow  from  media  operations 
was  $24.4  million,  up  from  $5.5  mil- 
lion in  1984  but  well  short  of  covering 
the  $41.6  million  interest  bill. 

To  make  up  the  difference,  Price 
uses  part  of  the  company's  $204  mil- 
lion of  cash  and  securities — from  debt 
offerings  not  yet  used  to  buy  stations — 
to  play  the  market.  That  brought  in 
$22  million  pretax  last  year.  But  how 
long  Price  can  continue  to  do  well  in 
the  market  is  anyone's  guess. 

The  company's  need  for  cash  is  ris- 
ing. By  1990  it  will  have  to  generate 
enough  to  cover  $83  million  in  inter- 
est charges  and  principal  repayments. 
To  come  up  with  that  kind  of  money, 
Price's  media  cash  flow  and  invest- 
ment income  must  grow  at  signifi- 
cantly more  than  the  10%  a  year  that 
some  bullish  analysts  project. 

Will  it?  The  current  outlook  is  not 
encouraging.  National  TV  advertising 
has  dropped  dramatically;  local  TV 
advertising  could  grow  at  10%  this 
year,  down  from  12.4%  growth  in 
1985  (about  half  of  Price's  ads  are  lo- 
cal). Local  radio  ad  growth  should  be 


Macintosh  make 


It  also  changes  the  weather.  Pin-  ■ 
points  trouble  spots.  Displays  baseball  scores. 
And  just  generally  covers  the  planet  daily 

For  publications  ranging  from  the 
Denver  Post  to  Gannett's  USA  TODAY  to  all 
92  Knight-Ridder  Newspapers. 

In  fact,  every  U.S.  newspaper  with  a 
circulation  of  over  500,000  has  given  the 
Macintosh" personal  computer  a  job  in  their 
newsrooms.  Because  they've  found  it's  the 
most  cost  efficient  way  to  create  sophisti- 
cated graphics  for  fast-breaking  news  stories. 

And  share  them  electronically  and 
instantly  news  desk  to  news  desk,  city  to  city 

All  this  may  come  as  news  to  a  lot 
of  business  people  who  thought  Apple  Desk- 


With  Apple  Desktop  Communicationsyou    With  Microsoft 'Excel  you  can  turn 
can  share  graphics  with  other  offices.       data  into  newsworthy  graphics. 

top  Publishing  was  just  a  good  way  to  save 
money  on  printed  fliers. 

With  a  Macintosh  and  a  LaserWriter 
printer,  your  company  can  design,  assemble 
and  print  everything  from  technical  manuals 
to  major  presentations  to,  yes,  newspapers- 
at  a  fraction  of  what  it  used  to  cost. 

In  fact,  you  can  afford  to  "publish" 
every  document  in  your  office,  from  internal 
memos  to  formal  presentations.  In  hun- 
dreds of  type  styles  and  sizes.  Handsomely 
illustrated  with  Macintosh  graphics. 

But  there's  more  to  Macintosh  than 
looking  good  on  paper.  It  can  handle  hun- 
ts of  other  routine  business  tasks  simply 
ci  professionally  with  the  most  advanced 
iness  software  available. 
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Briefing 

Currencies 

Dollar  edging  up 

Expectations  of  lower  oil  prices 
and  low  inflation  sent  the  dollar 
higher  Monday.  Late  exchange 
rates  In  New  York,  compared  with 
Friday,  in  dollar  equivalents, 
included: 

<s  British  pound,  $1.4595.  was 
J1.4KO. 
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Manville 
will  sell  3 
operations 


By  Gafl  L  Pitts 

Denver  Post  Suantta  wnw 

As  part  of  a  move  to  sell  foreign 
interests,  Manville  Corp.  said  Mon- 
day that  its  Canadian  subsidiary 
will  sell  three  operations  (or  about 
>.•  6  mil!  in 

Manville  Canada  Inc.  has 
reached  an  agreement  with  Toron- 
tivhacAri  Cam-on  Inc.  for  the  sale  of 


own-to-earth  roots 


II  ith  programs  like  Ready.  Set.  Go! 3 you 
am  go  into  desktop  publishing. 


Including  powerful  spreadsheets 
with  built-in  business  graphics  and  macros. 
Project  management  programs  that  help 
organize  and  manage  the  most  complicated 
jobs.  And  data  com- 
munications tools 
that  allow  Mac- 
intoshes to  commu- 
nicate with  each 
other,  IBM  PCs,  and 
mainframes. 

And  Macintosh  goes  about  its  busi- 
ness with  the  lowest  training  cost  per  desktop 
of  any  personal  computer. 

Because  every  Macintosh  program 
works  the  same  way- with  simple  point- 
and-click  commands  and  pull-down  menus. 

Which  may  be  why  after  disappoint- 
ing results  with  ordinary  computers,  a 
growing  number  of  the  Fortune  500  are 
turning  to  Macintosh  personal  computers 
for  real  productivity  gains.  In  fact,  one  new 
multi-industry  study  reported  an  absolute 
productivity  gain  of  24%  with  Macintosh. 

So  the  next  time  you  open  up  your 
newspaper,  don't  be  too  surprised  if  you  see 
Macintosh  on  the  financial  page. 

And-who  knows-maybe 
even  in  the  headlines. 

The  power  tobeyourbest: 
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9%  in  1987,  vs.  11.4%  in  1985. 

Of  the  12  radio  stations  tracked  by 
Arbitron  Ratings,  all  but  one  have 
steadily  lost  market  share  since  Price 
took  them  over.  Downward-trending 
ratings  eventually  translate  into  low- 
er advertising  revenues. 

Price  does  have  supporters.  Aside 
from  his  friends  at  Morgan  Stanley, 
there  is  Deutsche  Bank  Capital  ana- 
lyst Robert  Ladd.  "Price,"  he  explains, 
"has  been  able  to  buy  media  proper- 
ties at  below-average  cash  flow  multi- 
ples, while  achieving  high  growth 
rates  from  his  properties." 

Then  there  is  Dennis  Leibowitz,  an 
entertainment  industry  analyst  who 
works  out  of  Donaldson,  Lufkin  &. 
Jenrette.  At  the  end  of  January 
Leibowitz  put  Price's  private  market 
value  at  $212  million,  or  $17.50  per 
share.  That  is  a  50%  premium  to  its 
current  market  value. 

But  even  the  best  analysts  are  some- 
times wrong,  and  Price  could  be  a 
grand  opportunity  to  be  wrong.  Sup- 
pose Price's  TV  stations  are  worth 
13  Vi  times  next  year's  cash  flow,  its 
radio  stations  worth  10  times  cash 
flow  and  the  publishing  operations 
worth  12  times.  These  multiples  val- 
ue Price's  properties  at  $314.5  mil- 
lion. Now  add  cash  and  investments, 
and  subtract  debt,  and  you're  left  with 
a  net  asset  value  of  $65.5  million,  or 
$7.50  a  share. 

Normally  open  and  voluble,  Bob 
Price  now  declines  to  talk  about  his 
strategy,  except  to  say  that  an  earlier 
Forbes  story  (Apr.  22,  1985)  remains 
the  definitive  piece.  (Back  then,  Price 
had  $80  million  in  debt,  vs.  $423  mil- 
lion now.) 

But  if  Price  is  quiet,  he  is  not  inac- 
tive. He  recently  sold  his  two  Madi- 
son, Wis.  radio  stations  for  $10.8  mil- 
lion. He  had  paid  $6.5  million  for 
them  in  1985.  Price  has  also  put  his 
KIOI  FM  radio  station  in  San  Francis- 
co (one  of  his  largest  generators  of 
cash)  on  the  market  for  $43  million, 
11  lA  times  1986  cash  flow.  Purchase 
price:  $12.5  million  in  1983.  Rumor 
has  it  that  Price's  two  WNIC  radio 
stations  in  Detroit  have  been  up  for 
sale,  with  an  asking  price  of  $25  mil- 
lion. These  were  bought  in  1985  for 
$17.5  million. 

The  point  of  all  this  selling?  Appar- 
ently, Price  is  taking  good  prices 
while  he  can  in  hopes  of  redeploying 
the  cash  in  better  properties  in  the 
future,  when  broadcast  property 
prices  could  be  lower.  In  other  words, 
he  is  playing  a  risky  game  where  tim- 
ing is  crucial.  And  he  is  playing  it 
with  money  borrowed  at  13%. 
Whether  Price  wins  or  loses,  the  re- 
sult will  be  spectacular.  ■ 


Robert  Price  of  Price  Communications 
Playing  a  risky  game  with  13%  money. 


Novelties 


Sports  fans,  have  you  ever  had  to  sit  behina 
a  fanatic  waving  one  of  those  giant  "We're 
number  one" foam  hands?  Meet  the  former 
high  school  teacher  who  gave  us . . . 


The  foam  finger 


By  Allan  Dodds  Frank 


If  you  think  Southern  Methodist 
University  has  problems  with  the 
National  Collegiate  Athletic  Associa- 
tion, how  about  Geral  Fauss?  The 
NCAA  banned  SMU  from  football  for 
one  year.  But  it  has  banned  Fauss' 
product  from  NCAA  championship 
events  in  21  sports  for  two  years  so 


far,  with  no  reconsideration  in  sight. 
"Annoying,"  says  John  Waters, 
NCAA  director  of  marketing  and  pro- 
motion, of  Fauss'  product.  , 

Fauss,  39,  owns  Spirit  Novelties  in) 
Houston.  Its  product  that  so  offendsi 
the  NCAA:  Spirit  Hands,  those  l\ 
foot-tall  polyurethane  foam  hands 
with  the  index  finger  extended.  Sports 
fans  wave  these  numbers  around  to 
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Why  every  major  league 
player's  bat  is  made 
his  exact  specifications. 


in 


Their  first  customer  was  an  1880  s  power 
ter  namecTOld  Gladiator"Browning 
ter  shattering  the  piece  of  lumber 
used  at  the  plate,  Browning 
s  invited  to  a  Louisville  wood 
rking  shop  by  its  18-year-old 
prentice.  By  dawn,  the  crafts- 
n  had  created  the  finest  bat 
er  made  —  shaped,  weighed, 
d  balanced  to  perfectly  suit  "Old 
adiator's"  individual  hitting  style. 
The  next  day  the  slugger  went  three- 
three  and  baseball  would  never  be 
e  same. 

Since  then,  the  performance  of 
ousands  of  big  leaguers  has 
•en  improved  by  a  Louisville 

gger®  custom  made  for 
ieir  individual  hitting 

les  by  the  venerable 
m  of  Hillerich  & 
•adsby. 

Arthur  Young 
iderstands  what 
istomized  service 
n  mean  to  a  client 


That's  why  we  get  personally  involved  with 
our  clients  before  we  give  them  an  ounce  of 
financial  advice.  After  all,  the  more  we  know 
about  their  business,  the  more  we  can 
help  them. 

And  even  if  you  don't  consider  your- 
self a  heavy  hitter  yet,  you  can  still 
be  treated  like  one.  You  see,  Arthur 
Young  has  been  customizing  its 
services  to  businesses  of  all  sizes 
^  for  over  90  years. 
■V  So  if  the  idea  of  an  ac- 

counting firm  that  will  give 
your  business  big-league 
attention  appeals  to  you, 
maybe  it's  time  you 
made  contact 
with  Arthur  Young. 

A 

Arthur  Young 

Personal  advisors  to 
business.  Accounting, 
auditing,  tax,  financial 
and  management 
consulting. 


The  perfect  souvenir  for  the  kind,  of  fans  who  paint  their  faces  in  team  colors. 


give  the  unmistakable,  if  at  times  an- 
noying, message,  "We're  number 
one."  Television  cameramen  love  the 
gag,  which  makes  fans  buy  more. 

Last  year  Spirit  Novelties  sold 
420,000  hands  at  an  average  price  of 
around  $1.50  apiece.  The  company 
has  made  1.2  million  units  since 
Fauss  invented  the  gag  item  in  his 
garage  in  1977.  This  year  Fauss  ex- 
pects to  make  over  500,000  fingers. 

Fauss  made  his  first  hand  out  of 
Masonite  for  the  football  team  at  the 
Houston  high  school  where  he  taught 
technical  illustration  and  drafting.  Af- 
ter he  quickly  sold  400  Masonite 
hands  at  the  1978  Cotton  Bowl  in 
Dallas,  Fauss  knew  he  had  a  hot  item. 

For  the  1979  Sugar  Bowl  Fauss  and 
his  wife,  Susan,  made  the  hands  of 
foam — much  safer,  lighter  and  easier 
to  transport— and  gave  Alabama 
coach  Paul  (Bear)  Bryant  a  Crimson 
Tide  hand  prior  to  the  game.  That 
won  Fauss  priceless  publicity.  For  the 
game  itself,  Bama  and  Penn  State  fans 
bought  5,000  hands  at  $5  apiece  and 
waved  them  like  crazy  on  national 
television.  By  year's  end  Fauss  quit 
his  $18,000-a-year  teaching  job. 

After  outgrowing  Fauss'  father's  old 
sheet-metal  shop,  Spirit  Novelties  to- 
day operates  out  of  a  new  office,  em- 


ploys 25  people  and  grosses  nearly  $2 
million  a  year.  Fauss  won't  show 
Forbes  his  tax  return  but  says  his 
firm's  pretax  profit  and  his  salary  total 
$250,000. 

Why  haven't  the  knockoff  artists 
knocked  Fauss  out  of  business?  Partly 
because  he  took  the  trouble  to  copy- 
right his  product,  and  partly  because 
he  leaves  plenty  of  margin  on  the  ta- 
ble for  the  souvenir  vendors.  While 
the  foam  fingers  are  bulky,  athletic 
directors  and  stadium  vendors  alike 
love  the  markups  of  300%  or  more. 
Reports  Nick  D'Ambrosia,  a  Hamden, 
Conn,  novelties  distributor:  "The 
foam  hand  is  a  good  item  with  chil- 
dren, and  with  your  real  diehard  fans, 
the  type  of  people  who  paint  their 
faces  with  the  colors  of  the  team." 

Aware  that  few  souvenirs  become 
perennials,  Fauss  isn't  waiting  for  the 
finger's  flop.  From  the  foam  hand,  he's 
spun  off  nearly  40  other  products  and 
widened  his  customer  base.  AT&T 
alone  bought  100,000  visors  last  year 
at  25  cents  apiece  that  feature  a  pop- 
up miniature  foam  "We're  number 
one"  finger  on  the  brim.  Red  Lobster, 
a  restaurant  chain,  ordered  10,000 
nine-piece  hats — foam  lobster  claws 
and  all — for  $1.60  apiece. 

For  a  little  office  humor,  Fauss  has 


introduced  a  computer  anxiety  ham 
mer — a  foam  hammer  for  smashinj 
your  least  favorite  cathode  ray  screen 
In  a  similar  vein  were  the  10,000  foan 
bricks  Fauss  sold  to  Pizza  Hut,  whicl 
gave  them  to  fans  to  throw  at  their  T\ 
screens  when  Howard  Cosell  was  or 
Monday  Nigbt  Football.  (Dan  Rather 
take  note.) 

But  sports  fans  remain  Fauss'  besi 
customers.  A  Hartford  Whaler  hocke) 
finger  retails  for  $6,  and  at  Wrestle 
mania,  Hulk  Hogan  commands  $8  £ 
finger — no  refund  if  the  guy  next  tc 
you  rips  it  apart. 

Because  young  fans  often  buy  sou- 
venirs to  ape  what  they  see  on  televi- 
sion, the  country's  25,000  high 
schools  have  become  an  important 
market  for  Fauss.  To  make  his  prod- 
ucts more  easily  affordable  by  teen- 
agers, Fauss  produces  downscaled, 
less  obtrusive,  13-inch-high  foam 
hands,  retailing  for  $1.10. 

If  you're  tired  of  peering  around  2- 
foot-high  foam  hands,  wait'll  you  sit 
behind  someone  wearing  another 
Fauss  gimmick:  a  2'/2-foot-wide  foam 
cowboy  hat.  The  NCAA  bans  Fauss' 
hat  from  championships,  too,  despite 
the  fact  that  it  offers  excellent  protec- 
tion against  obnoxious  fans  who 
dump  beer  on  you  from  behind.  ■ 


138 


FORBES,  MAY  4,  1987 


BENTLEY.  I 
ACA 

COME  TO  Hi 


F CLOSEST 
CAN 

1N0  WINGS 


THE  NAME  "BENTLEY"  AND  THE  BADGE  AND  RADIATOR  GRILLE  ARE  REGISTERED  TRADEMARKS  E  ROLLS-ROYCE  MOTORS  INC  1986 


It's  no  coincidence  that  the  Bentley  logo  sports  wings.  It's  been  an  appropriate 
symbol  of  Bentley  performance  throughout  65  years  of  automotive  history. 

In  the  20's  and  30's,  Bentley  was  a  frequent  visitor  to  the  winner's  circle  at 
Le  Mans  and  Brooklands.  Today's  version,  the  Bentley  8,  is  every  bit  as  triumphant. 

The  Bentley  8  engine  is  a  substantial  6.75  litres 
with  an  8-to-l  compression  ratio  and  electronically 
controlled  continuous  fuel  injection.  It  will  cer- 
tainly get  you  out  and  about.  ^ 

What's  most  astonishing  about  the  8,  how- 
ever, isthata  carthisgrand  and  gloriouscan  be 
so  nimble  and  quick.  You  don't  quite  expect  its 
hard,  firm  cornering  stance.  The  feel  of  the  ride 
defies  description,  particularly  at  high  speeds. 
Which  the  Bentley  8  is  very  wont  to  do. 

Of  course,  underlying  all  its  engineering  attributes 
is  Bentley's  historic  sense  of  elegance  and  restraint.  Bentley 
is  manufactured  by  Rolls-Royce.  Assurance  enough  that  the 
particulars  are  particularly  exemplary. 

The  Bentley  8,  at  $95,000f  is  for  people  who  want  something  on  a  higher 
plane  than  the  top  European  imports.  If  you're  interested  in  that  <^§§frj|^' 
pleasantly  lofty  position,  stop  into  a  Bentley  dealer  for  a  test  flight. 

•MANUFACTURER'S  SUGGESTED  RETAIL  PRICE  TITLE.  TAXES  TRANSPORTATION.  REGISTRATION.  ETC  .  ADDITIONAL  Bdltlcy 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


No-frills  stockbrokers.  No-frills  airlines. 
Now,  inevitably,  we  are  getting . . . 


No-frills 
travel  agents 


By  Ruth  Simon 


It  had  to  happen.  A  tiny  but 
growing  group  of  travel  agents  has 
begun  offering  bare-bones  ticket- 
ing services,  aimed  at  travelers  who 
know  exactly  where  they  are  going, 
when  they  want  to  go  and  how 
they  want  to  get  there.  Taking  a 
marketing  cue  from  the  success 
of  discount  stockbrokers,  the 
travel  agents  offer  up  to  10% 
rebates  on  the  price  of  an  airline 
ticket  to  customers  who  want 
nothing  more  than  a  ticket  and 
a  reservation.  At  least  one  agen- 
cy offers  a  bigger  price  break 
when  it  writes  tickets  for  travel- 
ers willing  to  make  their  own 
reservations. 

"We  don't  do  counseling.  We 
don't  make  trip  recommenda- 
tions. But  if  people  know  what 
they  want,  we'll  buy  it  for  them 
for  a  discount,"  explains  Rich- 
ard Dickieson,  president  of 
McTravel,  Inc.,  a  subsidiary  of 
Northbrook,  Ill.'s  Utilities  Inc., 
which  expects  to  write  about 
$10  million  in  tickets  this  year. 

Travel  agents  generally  make 
their  money  out  of  the  10% 
commission  built  into  the  cost  of 
most  airline  tickets.  McTravel 
charges  customers  a  flat  $10  to  write  a 
ticket  for  domestic  flights  and  anoth- 
er $10  to  make  a  reservation,  if  they 
don't  already  have  one.  Customers  get 
their  ticket,  and  a  10%  rebate,  less 
only  the  cost  of  the  $10  ticket  fee.  So 
on  a  trip  that  costs  $500,  a  customer 
pays  $20,  gets  back  $50.  McTravel's 


profit  is  naturally  smaller  than  that  of 
a  full  service  agency,  coming  out  of 
the  $20  fee  rather  than  the  $50  com- 
mission, but  so  is  its  overhead. 

Another  service,  FareDeal,  is  being 
test-marketed  as  a  membership  club 
by  Andrew  Kahr's  San  Francisco- 


based  First  Deposit  Corp.  FareDeal 
charges  a  $25  annual  membership  fee 
and  gives  5%  rebates  on  airfare,  hotels 
and  rental  cars. 

Not  all  travelers,  of  course,  will  find 
an  advantage  in  this  kind  of  agency. 
On  tickets  that  cost  less  than  $200, 
obviously,  the  traveler  who  uses 
McTravel  gets  no  price  break  on  the 
ticket,  since  the  $20  fee  for  service 


and  10%  rebate  ($20)  cancel  each  ot| 
er  out.  Additionally,  McTravel  and  i] 
compatriots  deliver  only  for  an  exti 
charge.  Tickets  are  generally  maile 
to  customers  who  can't  or  don't  war 
to  go  to  the  agency's  office  or,  in  sorrj 
cases,  can  be  picked  up  at  the  airpor 
McTravel  now  has  about  a  half-doi 
en  competitors  offering  such  hmitc 
service  and  lower  fees  for  airline  an< 
in  some  cases,  ship,  train  and  hot« 
bookings.  They  will  almost  certain! 
never  rival  Thomas  Cook  (domesti 
sales,  $460  million)  or  American  E? 
press,  which  sold  an  estimated  $1 
billion  in  airline  tickets  in  1985,  bu 
with  $40  billion  in  U.S.  airline  tickc 
sales  last  year,  even  a  tight  niche 
the  travel  business  could  make 
small  company  a  highflier. 

"It's  a  very  logical  idea,"  says  Loui 
Stern,  a  professor  of  marketing 
Northwestern  University's  Kellog 
School  of  Management.  "You  see  it : 
every  form  of  retailing.  We  don't  wan 
to  pay  for  service  we  don't  need." 

Rebating  on  domestic  airfares  wai 
legalized  by  the  Airline  Deregulatioi 
Act  of  1983.  In  some  cases  domesti- 
airlines  also  pay  bonuses,  known 
"overrides,"  to  high-volume  agencie 
or  to  stimulate  sales  on  specifii 
routes.  Rebating  on  international 
flights  is  prohibited  by  the  Federal 
Aviation  Act,  but  the  federal 
government  has  not  enforced 
the  policy  for  seven  years. 

Cost-conscious  corporation: 
were  first  into  the  rebate  game 
pressuring  travel  agencies  to  re 
fund  or  reduce  part  of  their  com 
missions  in  exchange  for  land 
ing  accounts.  But  some  corpora 
tions  also  quickly  discoverec 
there  were  disadvantages  thai 
came  with  low  price.  "A  lot  o: 
companies  that  tried  to  negoti 
ate  for  the  highest  rebate  founc 
that  their  service  was  cut  anc 
realized  that  the  service  was 
more  important  than  the  re- 
bate," explains  Judy  Godshalk, 
a  travel  consultant  with  Runz- 
heimer  International. 

No-frills  travel  services  are 
also  offered  by  some  credit  card 
marketers,  such  as  Comp-U- 
Card  International  Inc.  and  Na- 
tional Card  Control  Inc.,  firms 
develop  add-on  products  like 
travel  or  lost  card  insurance,  and  spe- 
cial merchandise  offers  for  banks  and 
oil  companies  and  other. credit  card 
issuers.  Comp-U-Card  and  NCCI,  for 
example,  offer  rebates  on  both  airfares 
and  hotel  reservations. 

"The  banks  are  doing  this  because 
they  want  people  to  use  their  card  fori 
travel   purchases,"   explains  Mack 
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Guess  who's 
the  most  popular  copier 

in  Amenca. 


Guess  again. 


The  first  name  in  copiers  probably  isn't  the  copier 
ame  you  think  of  first.  But  for  the  fifth  straight  year, 
6  anon  is  the  number  one  choice  in  copiers.  Leading  the 
j  dustry  in  copier  placements  by  more  than  two  to  one. 

And  it's  no  wonder.  Only  Canon  has  a  full  line  of 
□piers  to  meet  the  needs  of  every  size  business, 
'om  the  high-speed,  high-volume  demands  of  big 
usiness  to  compact  convenience  for  smaller  businesses, 
ven  in  the  home. 

What's  more,  every  Canon  copier  is  designed  with 


innovative  new  technologies.  Yet  all  are  simple  to  use. 

So  whether  you  choose  the  highly  intelligent 
Color  Laser  Copier,  the  Personal  Copier  or  anything  in 
between,  you  can  count  on  performance  backed  by 
uncompromising  reliability.  And  a  commitment  to  quality 
that's  made  Canon  the  most  popular  copier  in  America. 

It's  no  guessing  game  then,  that  in  copiers, 
the  choice  is  Canon. 

Canon  has.  opened  a  new  manufacturing  plant  in  Virginia  to  produce  the 
most  popular  copiers  in  America. 


Canon 

THE  CHOICE  IS  CANON. 


For  more  information,  call  toll  free 1-800-OK  CANON.  Or  write  Canon  U.S.A..  Inc.,  PO.  Box  5023.  Clifton,  N.J.  07015. 

Enjoy  easy  extended  payments 
i  with  the  Canon  Credit  Card  Ask  lor  details 
'  at  participating  Canon  dealers  and  retailers 

Available  only  in  US 


Koonce,  senior  vice  president  and 
general  manager  for  Comp-U-Card's 
travel  division,  which  expects  to  book 
about  $70  million  in  revenues  from 
airline  tickets  and  hotel  reservations 
this  year.  Its  clients  include  Citibank, 
Bank  of  America  and  Chase  Manhat- 
tan, which  market  the  service  to  their 
consumer  customers. 

As  you  might  expect,  the  no-frills 
agents  have  provoked  cries  of  anguish 
from  the  travel  establishment — and 
not  just  from  conventional  travel 


agencies.  "The  health  of  our  agency 
distribution  system  is  important  to 
us,"  says  George  Mueller,  vice  presi- 
dent for  passenger  sales  at  American 
Airlines.  "We  don't  want  to  have  [peo- 
ple] using  one  agency  becaus'e  it  gives 
a  lot  of  service,  make  them  do  all  the 
work  and  then  turn  around  and  book 
with  someone  else." 

American,  in  fact,  prohibits  agents 
from  advertising  rebates  on  American 
tickets.  It  cannot  prohibit  the  rebates 
themselves,  however.  But  after  re- 


ceiving complaints  from  some  of 
agents,  American  refused  to  alio 
McTravel,  which  has  advertised 
the  Chicago  Tribune,  Frequent  Fly 
Magazine  and  other  publications, 
sell  its  tickets.  McTravel  is  suil 
American,  claiming  that  the  ban  ca 
it  $10  million  in  lost  business.  Unj 
ed,  by  contrast,  places  no  restrictioi 
on  its  agents. 

No-frills  travel  service  certain 
isn't  for  everyone,  but  there's  a  nicl 
there  that's  fast  being  filled. 


Words  still  matter 

I'd  walk  a  mile  for  a  Camel."  Clair- 
ol's  "Does  she  or  doesn't  she? 
. . .  Only  her  hairdresser  knows  for 
sure."  Wendy's  "Where's  the  beef?" 
Created  by  advertising  people  to 
move  products,  these  slogans  became 
part  of  popular  culture.  Today  Madi- 
son Avenue  is  a  heavy  user  of  atten- 
tion-getting, often 
syrupy  visuals  and  fa- 
miliar pop  songs,  but 
the  clever  slogan  is 
still  a  major  part  of 
the  advertising  tool 
kit. 

Thumb  through 
any  national  maga- 
zine. Roughly  four  of 
five  ads  use  a  slogan 
as  a  key  marketing  re- 
inforcement. So  do 
the  super-fast-paced 
television  produc- 
tions that  are  today's 
most  successful  commercials. 

But  the  use  is  broader  today.  Where 
in  the  past  a  slogan  was  meant  to 
drive  a  brand  name  into  the  reader's  or 
listener's  consciousness,  today  a  slo- 
gan may  be  used  in  a  more  subtle 
fashion.  Explains  David  Cullen,  a 
principal  in  the  New  England  Con- 
sulting Group,  "Look  at  the  line  'It 
takes  a  tough  man  to  make  a  tender 
chicken.'  Frank  Perdue  was  trying  to 
move  out  of  a  commodities  business 
into  branded  retail  poultry.  Making 
Frank  sound  tough  and  demanding 
said  a  lot  about  the  quality  of  the 
product  you  could  expect.  Tbe  Crazy 
Eddie  [Edison,  N.J. -based  discount 
electronics  retailer]  line  'His  prices 
are  insane'  works  for  the  same  reason. 
The  concept  is  Eddie  has  gone  nuts 
because  his  prices  are  so  low.  The 
consumer  then  expects,  or  at  least  is 
not  surprised  by,  the  carnival  atmo- 
sphere he  finds  at  the  stores,  as  well  as 
the  pricing  strategy." 

In  short,  the  goal  is  image  creation 
rather  than  brand-name  reinforce- 


ment. E.  &  J.  Gallo  Winery,  for  exam- 
ple, has  produced  a  soft-focus,  visual- 
ly stunning  series  of  TV  commercials 
backed  by  soaring,  almost  inspiration- 
al, Chariots  of  Fire-type  music  and  end- 
ing with  the  line  "All  the  best  from 
Ernest  and  Julio  Gallo."  Gallo  is  effec- 
tively shaking  off  its  old  jug-wine  im- 
age with  a  touch  of  class. 

Slogans  these  days  also  represent 
the  distillation  of  a  product  market- 


Seventy  years  of  slogans:  Camel  cigarettes 
and  Metropolitan  Life 
Short,  punchy,  effective. 


ing  strategy.  Is  it  enough  just  to  te 
'em  how  the  product  performs?  Co: 
sider  Roach  Motel's  line  "Roacht 
check  in,  but  they  don't  check  out 
Or  Campbell's  "Soup  is  good  food 
which  the  company  uses  as  an  un 
brella  for  all  its  products.  The  woi 
'"good"  promises  both  good  taste  ar 
good  nutrition,  but  no  mention,  as  i 
the  older  slogans,  of  the  brand  name 
Some  companies  have  grown  $ 
large,  and  expande 
so  far  past  their  orig 
nal  product  concej 
that  they  use  slogar 
to  maintain  a  cles 
image  in  consumt 
minds.  GE,  a  majc 
defense  contractor 
well  as  a  supplier 
light  bulbs  and  was! 
ing  machines,  cam 
up  with,  or  rather  il 
agency  BBDO  cam 
up  with,  "We  brin 
good  things  to  life. 
The  line  provides 
human  touch  and  a  fitting  conclusio 
to  its  commercials,  set  to  catchy  ur. 
beat  music  and  against  warm,  family 
oriented,  homey  situations. 

A  clever  slogan  can  even  turn  a  pc 
tential  negative  into  a  positive:  "Wit 
a  name  like  Smucker's,  it  has  to  b 
good,"  says  the  jam  and  jelly  commei 
cial.  "That  name  could  have  made  th 
product  a  laugher,  but  they  turned  i 
around,"  says  Cullen.  "They  said,  u 
effect,  that  they  have  to  work  harde 
to  overcome  the  name  problem,  an' 
that  the  consumer  is  going  to  benefi 
from  that  hard  work." 

Which  slogans  work  best?  Som 
marketers  insist  those  with  the  mos 
bang  for  the  buck  include  the  produc 
name.  "This  Bud's  for  you."  Metro 
politan  Life's  "Get  Met.  It  pays." 

Last,  but  certainly  not  finally,  then 
are  slogans  that  tell  the  story  and  tel 
a  joke  at  the  same  time.  We  unblush 
ingly  refer  the  reader  to  our  own— 
Forbes,  Capitalist  Tool. 

We  may  be  living  in  a  visual  age 
but  clearly  words  still  count. — J.A.T. 


arness  the  power 


Selected  Global  Equity  Offerings 
Managed  by  Merrill  Lynch  in  1986 


Iklm  1 
jH.F.  Ahmai 


TOTAL  AMOUNT 
RAISED  ($000) 

307,500 


TOTAL 
SHARES  (000) 

15,000 


IWTJ 


■Henley  Group  Inc. 

■Citicorp 

^Bernard  Chans 1 

■Leslie  Fay 
{■Companies ' 

'consolidated 
■Stores1 

■  UAL  Inc.  ■  ... 

Chemical  Waste 
{Management 

Hershev  Foods 


SHARES  OFFERED 
IN  U.S.  (000) 

6,850 

3,000 

56.000 


SHARES  OFFERED 
INTERNATIONALLY  (000) 

8,150 


her  j 


expand  the  market  for  your  company's  equity  offerings, 
iversify  its  sources  of  capital,  develop  a  broader  investor  base 

and  potentially 
increase  its  share 
value. 

We  achieve  this 
by  simultaneously 
creating  a  US.  and 
an  international 
syndicate,  with  a 
specific  tranche  of 
shares  to  assure 
investors'  interest 
worldwide.  These 
syndication  and 
distribution  skills, 
combined  with  our 
unparalleled  trad- 
ing and  research 
capabilities,  have 

apidly  made  Merrill  Lynch  a  leader  in  providing  corporations 
vith  access  to  the  vast  new  capital  resources  available 

In  global  equity 


offerings. 
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Science  &  Technology 


Edited  by  Gail  Bronson 

The  days  of  foreigners'  copying  U.S.  patents 
may  soon  be  coming  to  an  end. 

Loophole  closing 
time 


Patents 


As  foreign  trade 
issues  have  es- 
calated, busi- 
ness executives  and  their  Washington 
lobbyists  have  time  and  again  charged 
that  foreigners  are  skirting  U.S.  pat- 
ent law  and  eroding  domestic  sales  by 
U.S.  companies.  No  surprise,  then, 
say  the  businessmen,  that  U.S.  com- 
panies have  chosen  to  curb  or  redirect 
research  efforts.  Now  it  seems  that 
their  complaints  are  at  last  having  an 
effect. 

Expectations  are  high  that  several 
pieces  of  iegislation  will  be  enacted  in 
Congress  this  spring  to  close  loop- 
holes in  patent  law  that  have  let  for- 
eign patent  infringers  off  lightly.  Cou- 


pled with  the  recent  establishment  of 
a  federal  appeals  court  primarily  for 
patent  cases,  as  well  as  continued  up- 
grading of  the  federal  Patent  Office 
(see  box,  facing  page),  the  legislation 
may  soon  give  U.S.  corporations  less 
to  worry  about  on  the  patent  front. 

To  be  sure,  companies  have  had 
plenty  of  reason  to  complain.  In  the 
1960s  and  1970s,  in  fact,  many  U.S. 
companies  did  not  even  bother  to  file 
for  patents  because  federal  court 
judges  tended  to  invalidate  them  on 
antitrust  grounds.  Lately,  companies 
seeking  to  enforce  patent  rights  for 
various  scientific  processes  in  such 
areas  as  electronics  and  biotechnolo- 
gy have  discovered  that  they  must 


prove  to  the  U.S.  International  Trac 
Commission  that  the  process  patei 
in  question  is  being  copied  by  over| 
seas    manufacturers.    Further,  th«~ 
plaintiff  must  show  that  imports  01 
the  products  made  with  the  copiec 
process  chip  away  at  sales  that  woulq 
otherwise  belong  to  the  U.S.  paten 
holder. 

Meanwhile,  foreign  abuses  of  U.S) 
patent  law  have  continued  to  grow.  la 
April  Upjohn  Co.  filed  suit  to  halt  th« 
import  of  some  hair-growing  treat) 
ments  by  20  companies  that  may  b< 
infringing  upon  Upjohn's  patents  fo; 
minoxidil,  an  anti-baldness  drug. 

Unfortunately,  fingering  the  paten; 
infringer  doesn't  guarantee  that  th^ 
court  will  oust  him  from  the  U.S 
market,  either.  Take  Corning  Glasa 
Works'  1984  allegation  that  Sumi 
tomo  Electric  Industries  infringed 
Coming's  process  patent  to  make  opt 
tical  waveguide  fibers.  Corning 
which  had  spent  nearly  20  years  anc 
over  $200  million  in  research  costs  tc 
develop  the  technology,  was  unable  tc 
convince  the  court  of  its  economic 
injury  because  at  the  time  Coming's 
plants  were  running  at  capacity. 

The  bills  now  moving  through  Con- 
gress would  prevent  such  nonsense, 
bringing  U.S.  infringement  codes  intc 
line  with  those  of  major  trading  part- 
ners, including  Japan  and  many  Euro- 
pean countries.  One  piece  of  legisla- 
tion, sponsored  by  Senator  Frank  Lau- 
tenberg  (D-N.J.)  with  20  cosponsors, 
including  Senators  Orrin  Hatch  (R- 
Utah)  and  Dennis  DeConcini 
(D-Ariz.),  would  make  it  unnecessary 
for  domestic  manufacturers  to  prove 


1  A  1 


Back  at  the  Patent  Office  


Along  with  legislative  upgrading  of  the  patent  sys- 
tem, the  U.S.  Patent  &  Trademark  Office  is  slowly 
pulling  into  the  20th  century.  The  Patent  Office  has 
endured  harsh  criticism  about  the  time  and  money  the 
agency  has  taken  to  meet  its  1980  congressional  man- 
date to  automate  operations.  The  cost  of  designing  and 
installing  a  complex  computer  system  has  escalated  to 
$800  million.  The  completion  date  keeps  moving 
ahead,  too — now  at  the  year  1992. 

Yet  no  one  will  argue  the  need  for  automation.  The 
Patent  Office  is  responsible  for  reviewing  thousands  of 
applications — 123,000  are  expected  in  1987 — made  by 
inventors  who  think  they  have  novel  products  or  pro- 
cesses as  they  want  to  make  without  competition  for  1 7 
years.  Currently  each  application  takes  about  21 
months  to  process. 

Although  situated  in  modern  buildings  adjacent  to 
National  Airport  in  Washington,  D.C.,  the  work  done 
inside  the  Patent  Office  is  largely  by  hand.  As  in  colo- 
nial times,  workers  must  sift  through  hundreds  of  paper 
documents  stored  in  small  wooden  drawers  or  metal 


trays,  called  "shoes,"  to  see  if  a  previous  patent  has 
been  issued  for  a  similar  invention.  Patent  examiners 
are  frustrated  in  their  efforts  to  make  a  fair  decision, 
because  7%  to  23%  of  the  documents  on  the  4.5  million 
patents  issued  since  1836  are  misfiled. 

U.S.  Patent  Commissioner  Donald  Quigg  expects  the 
computer  system  that  is  being  custom-tailored  to  meet 
the  U.S.  Patent  Office's  needs  will  allow  examiners  to 
make  more  informed  decisions.  Quigg  thinks  the  auto- 
mation will  also  mean  fewer  challenges  by  inventors 
who  are  denied  patents  and  believe  examiners  have 
overlooked  relevant  data. 

Some  corporate  patent  attorneys  are  less  enthusiastic. 
They  grumble  that  more  money  should  be  spent  on  hiring 
more  knowledgeable  examiners,  not  on  equipment.  The 
starting  salary  for  an  examiner  is  about  $20,000 — hardly 
big  money  in  the  capital  these  days.  "The  level  of 
examining  would  be  improved  with  people  from  indus- 
try," says  Roy  Massengill  of  Allied-Signal.  "These  civil 
servants  don't  have  practical  experience.  At  least  they 
should  be  more  broadly  trained." — G.B. 


Economic  loss  from  process  patent  in- 
ingement.  "This  loophole  consti- 
ovi  iites  a  serious  threat  to  American 
usiness,"  says  DeConcini. 
Another  bill,  the  latest  version  of 
/hich  was  introduced  into  the  House 
y  Robert  Kastenmeier  (D-Wis.)  earli- 
r  this  month,  would  permit  district 
ourts  to  issue  monetary  damages  to 


companies  injured  by  foreign  patent 
infringers,  rather  than  simply  stop- 
ping the  sale  of  imported  goods  made 
with  stolen  processes,  as  is  currently 
the  case. 

Patent  attorneys  are  beaming  about 
these  changes.  "If  the  trend  to  reward 
patentees  continues,  it  will  encourage 
more  R&D  spending,"  says  Roy  Mas- 


sengill, chief  patent  counsel  for  Al- 
lied-Signal Inc.  "It's  at  last  starting  to 
give  people  confidence  they  can  pro- 
tect their  investments."  Adds  Richard 
Agnich,  general  counsel  of  Texas  In- 
struments, "Better  protection  fosters 
research  and  development  because  it 
makes  a  good  return  on  that  invest- 
ment possible." — G.B. 


egetable  taxidermy 

■?  ant  to  save  and  mount  the  big- 
gest  zucchini  ever  to  sprout  from 
our  garden?  Weyerhaeuser  Co.  can 
elp.  The  Tacoma,  Wash,  forest  prod- 
cts  firm  has  recently  acquired  a 
wedish  formula  for  a  chemical  solu- 
v-  ion  that  actually  embalms  plants. 
Once  the  chemical  is  absorbed,  the 
jlants  die,  yet  forever  retain  their  lif e- 
ke  appearance. 

John  Segal 
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Although  Weyerhaeuser  does  not 
plan  to  sell  the  liquid  itself,  it  is  al- 
ready marketing  decorative  plants 
ranging  from  embalmed  12-foot-high 
oak  trees  to  tiny  bonsai  junipers.  Later 
will  come  wreaths  and  Christmas 
decorations.  Blossoms  are  not  possi- 
ble yet,  says  the  company,  except  for 
baby's  breath,  hydrangea  and  statice. 

For  the  moment  the  firm  is  catering 
to  such  commercial  customers  as  ho- 
tel landscapers.  A  retail  market  may 
sprout  later.  Could  be  the  ultimate 
indoor  solution  for  hay  fever  sufferers. 
Now  if  they  could  just  embalm  the 
front  lawn.  .  .  . — G.B. 


Laboratory  fleas 

One  reason  veterinarians  have  had 
trouble  ridding  the  dog  and  cat 
world  of  fleas  is  that  studying  the 
little  pests  in  the  lab  is  difficult:  Once 
removed  from  the  hair  of  animals,  the 
creatures  quickly  expire. 

Now  Cornell  University  research- 
ers have  developed  an  artificial  device 
in  which  fleas  successfully  breed  in 
laboratory-controlled  environments. 
Researchers  are  currently  raising  their 


sixth  generation  of  fleas,  fed  on  cow 
blood,  in  a  specially  constructed  plas- 
tic and  mesh  cage  with  membrane 
and  glass  feeders.  The  fleas,  which 
prefer  frequent  feedings,  have  sur- 
vived for  as  long  as  a  month,  says 
Susan  Wade,  a  Cornell  researcher. 

SmithKline  Corp.,  maker  of  the 
cold  and  allergy  medication  Contac, 
is  sponsoring  the  project  in  part  to 
learn  why  humans  are  allergic  to  flea 
bites.  Could  mosquito  tests  be  very 
far  behind?— G.B. 

John  Segal 
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fly  from  NEC:  Casey  would  have  called  it,  "AmazinV 


If  Casey  had  managed  information 
stead  of  a  baseball  team,  he'd  have  looked 
o  NEC  for  help.  Because  at  NEC  we  recog- 
nize that  building  the 
most  productive  business 
takes  more  than  computers 
and  communications 
working  alone.  You  need 
them  working  together. 
That's  when  you  get 
true  championship 
performance. 
W&™^mm  That's  the 

oncept  we  call  C&C,  and  it's  one  of  the 
easons  why  our  remarkable  NEAX  2400 
nformation  Management  System  is  more 
han  a  powerful  digital  Private  Branch 
xchange.  It  works  to  unite  your  office 
quipment  into  a  totally  integrated  system. 

Its  voice,  text,  image  and 
ata  capabilities  allow  you  to 
uild  a  system  to  your 
wn  design. 


Voice  and  data  capabili- 
ies  are  further  enhanced 
Urhen  you  connect  the  NEAX 
2400  IMS  to  Dterm  digital 
telephones  and  the  exciting 
*\PC  IV  computer— add  to  this 
Dur  intelligent  BIT  Series  of 
iax  terminals  and  suddenly 
everything  in  your  office 
starts  to  play  together  better 
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than  ever  before.  And  the  APC  IV  with  its 
perfect  blend  of  compatibility  and  power, 
can  run  all  the  most  popular  software. 

Every  NEC  product  is  a  strong 
individual  performer.  Working  together, 
they're  even  better.  And  they  also  interface 
smoothly  with  other  suppliers'  equipment, 
so  it's  easy  to  form  the  exact  system  you 
need. 

And  like  Casey,  we  don't  just  believe  in 
performance,  we  back  it 
up  with  leadership  on 
every  level:  from  super- 
computers to  global 
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communications 
networks  made  up 
of  fiberoptic, 
microwave  and 
satellite  transmis- 
sions. No  other  supplier  can  match  our 
broad  and  balanced  knowledge  in 
computers  and  communications. 

Let  NEC  help  make  your  business 
more  productive  and  efficient.  Give  us  a 
call  to  find  out  more  about  our 
wide  range  of  products  and 
systems. 
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NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  New  York  11747 
Telephone:  1-800-626-4952 
(in  NY  1-516-293-3015) 


NEC 


C&C 

Computers  and  Communications 


A  fine  balance  of  old  and  new 

When  United  Airlines  flies  you  to  the 
ancient  cities  of  Asia  for  business,  we  fly  you 
with  the  grace  and  style  of  traditional  ways,  in 
the  gleaming  comfort  of  modem  widebodies. 

The  tradition  of  hot,  lemon-scented  towels. 
The  modem  comfort  of  United  First  Class 
sleeperettes.  Old  and  new  together  is  what  makes 
United's  service  special. 

United  flies  to  13  cities  across  the  Pacific, 
all  with  the  luxuries  of  Royal  Pacific  service. 
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c  Kong;  Seoul  •  Sydney  •  Melbourne  •  Taipei  •  Beinng  •  Shanghai  •  Auckland  •  Singapore  •  Manila  and  BangkcI 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

Its  a  great  year  to  have  a  few  extra  nickels 
in  your  jeans:  For  Americans,  Europe  is 
nviting  and  uncrowded — but  expensive. 

"Welcomed  at 
your  convenience" 


By  Barbara  K  alien 

F  EVER  THERE  WAS  A  YEAR  tO  do 

Europe  right,  this  is  it.  The  great 
capitals  of  Europe  are  going  beg- 
ng — for  the  well-heeled  traveler. 
The  deluxe,  picture-postcard  hotels 
ou've  read  about  in  travel  magazines 
ut  that  always  seem  booked  when 
ou're  planning  a  trip  can  probably 
rovide  accommodation  this  year, 
otels  like  the  Savoy,  Grosvenor 
ouse  and  Brown's  in  London;  the 
rillon,  the  Ritz  and  the  Bristol  in 
ans;  the  Hassler  and  the  Excelsior  in 
ome;  the  Gritti  Palace  and  the  Da- 
ieli  in  Venice;  the  Hotel  de  Paris  in 
onaco — the  list  is  long.  Says  Gior- 
o  Petracco,  vice  president  of  sales 
or  Italy-based  Cigahotels,  "In  1985 
ur  biggest  problem  was  telling  peo- 
le,  'Sorry,  we  can't  help  you.'  This 
ummer  they  can  pick  and  choose." 

Why  the  vacancies?  Three  reasons: 
ingering  fears  of  terrorism,  which  cut 
American  travel  to  Europe  over  a 
hird  last  year;  the  battered  dollar;  and 
he  summer  inertia  of  the  well-off. 
'Upscale  travelers  stay  home  in  the 
ummer,"  says  one  Pan  Am  execu- 
ive.  "We're  trying  to  give  them  rea- 
ons  not  to." 

Indeed,  the  entire  European  travel 
industry  is  rolling  out  the  red  carpet 
for  American  tourists.  The  European 
Travel  Commission,  a  group  of  23  Eu- 
ropean national  tourist  organizations, 
is  organizing  a  $3  million  to  $4  mil- 
lion cooperative  media  blitz,  its  big- 
gest ever,  to  woo  spooked  Americans 
back  to  the  continent.  In  addition, 


At  the  Gritti  Palace  in  Venice 


Beds  to  spare  this  summer. 

member  countries,  including  Ireland, 
England,  Greece,  Portugal,  Italy  and 
France,  are  spending  a  record  $50  mil- 
lion this  year  on  their  American  ad- 
vertising. Says  William  Vervaeke,  se- 
nior vice  president  of  sales  and  mar- 
keting of  Trusthouse  Forte,  "In  1987 
you  can  expect  to  be  welcomed  at 
your  convenience." 

At  your  convenience,  perhaps,  but 
not  at  Holiday  Inn  rates.  Take  Lon- 
don's famed  Savoy,  on  the  bank  of  the 
Thames.  Clad  in  your  plush  terry- 
cloth  robe  and  little  slippers  provided 


by  the  hotel,  you  can  ring  the  con- 
cierge to  book  you  a  table  at  hard-to- 
get-into  clubs  like  Stringfellow's  and 
Regine's  (but  not  private  Annabel's, 
where  you  still  must  go  with  a  mem- 
ber). The  theater  desk  can  fetch  you 
tickets  for  the  most  popular  shows, 
such  as  Andrew  Lloyd  Webber's  Phan- 
tom of  the  Opera  or  Cats.  Cost  per  day: 
about  $240  for  a  double. 

Other  top  London  hotels  that  were 
fully  booked  in  1985 — Claridge's,  the 
Berkeley  and  even  the  clubby  Con- 
naught  (90  rooms,  24  suites)  in  May- 
fair — also  have  at  least  some  rooms 
available,  at  similar  prices. 

There  are  even  some  discounts  at 
some  of  the  better  hostelries  in 
Blighty.  Trusthouse  Forte's  four  Lon- 
don landmarks — Grosvenor  House, 
Brown's,  the  Hyde  Park  Hotel  and  the 
Westbury — have  teamed  up  with  Brit- 
ish Airways  for  a  "Double  Deluxe 
Luxury  Program":  Fly  the  Concorde 
to  London,  and  for  every  two  nights  in 
one  Trusthouse  hotel,  you  get  a  free 
night  in  another  city  in  Europe.  Says 
Trusthouse 's  Vervaeke,  "Even  the 
rich  like  bargains." 

In  Paris  the  art-filled  Hotel  George 
V,  just  off  the  Champs-Elysees,  is  run- 
ning a  special  three- night  promotion, 
including  breakfast,  fruit,  flowers, 
service  and  taxes,  for  $420  per  person, 
double  occupancy.  (That's  $400  below 
George  V's  regular  rates.)  At  the  Plaza 
Athenee,  on  fashionable  Avenue 
Montaigne  with  its  well-known  de- 
signer shops,  a  similar  three-night 
special  costs  $500  per  person,  double, 
a  savings  of  about  $250  off  regular 
rates.  The  Inter-Continental  hotel 
chain,  owner  of  the  classic  Hotel 
Meurice,  is  offering  a  "summer  sale": 
$170  per  night  for  all  double  rooms, 
normally  costing  $250  to  $360. 

The  deluxe  Hotel  de  Crillon,  a 
choice  of  occupying  generals,  owned 
by  the  Taittinger  champagne  compa- 
ny, isn't  offering  any  deals.  But  rooms 
are  available  at  this  converted  18th- 
century  palace  for  $230  to  $320  per 
night.  Others,  including  the  Bristol 
and  the  Ritz,  are  at  least  maintaining 
last  year's  rates —  $370  to  $570  for  a 
double  at  the  Bristol  and  $400  to  $580 
at  the  Ritz. 

But,  alas,  some  things  in  Paris  never 
change:  Top  restaurants  like  Taille- 
vant,  La  Tour  d'Argent  and  Lucas- 
Carton  still  require  reservations 
months  in  advance.  Taillevant  and 
Lucas-Carton,  as  well  as  most  of  the 
top  Paris  restaurants,  are  closed  dur- 
ing August. 

Although  the  Riviera  will  always 
attract  tourists  effortlessly,  Monaco's 
legendary  Hotel  de  Paris  has  a  special 
deal  for  Americans  this  summer.  The 
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Tours  d'argent 


Getting  thrown  in  with  a  gaggle  of  first-timers  on  a 
group  tour  to  Europe  may  be  bearable  only  if  you 
are  one  of  them.  But  there  are  packages  and  trips 
tailored  for  seasoned  travelers  and  those  with  special 
interests.  Some  samples: 

You  are  hardly  aware  of  traveling  with  a  tour  group 
on  American  Express  Travel's  Freelance  Hosted  trips.  You 
get  transportation  from  city  to  city,  plus  hotel  room — 
period.  If  you  need  assistance,  American  Express 
makes  hosts  available  in  hotel  lobbies  for  a  few  hours 
each  morning.  A  typical  tour  is  the  eight-day  London/ 
Paris:  four  days/three  nights  at  London's  Gloucester 
Hotel  (half-day  sightseeing  tour  available),  followed  by 
four  days/three  nights  at  Paris'  Meridien  Montpamasse 
(half-day  sightseeing  available).  Cost,  $635  per  person 
double  occupancy,  covers  all  transportation  in  Europe, 
including  the  London-Paris  flight,  hotel,  services  and 
taxes.  Arrive  in  London  on  your  own. 
American  Express  also  has  several  deluxe  escorted 
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Ballooning  in  Burgundy 
Spice  for  seasoned  travelers 


tours.  European  Elegance,  for  example,  a  17-day  fully 
guided  tour,  begins  with  three  nights  at  London's  Hil- 
ton Hotel.  Then  you  fly  to  Paris  for  three  nights  at  the 
Inter-Continental  Scribe,  followed  by  two  nights  at  the 
Grand  National  in  Lucerne,  two  nights  at  the  Danieli 
in  Venice,  two  nights  at  the  Excelsior  in  Florence  and 
three  nights  at  the  Ambasciatori  Palace  in  Rome. 
Transfer  between  airports  and  hotels  is  by  private 
chauffeured  car.  Cost:  $4,395  per  person,  including  all 
tours,  most  meals,  taxes,  service  and  transfers.  Airfare 
to  London  is  additional.  American  Express  Travel  Related 
Services,  822  Lexington  Avenue,  New  York,  N.Y.  10021  (212- 
758-6510). 

Abercrombie  &  Kent  International,  a  luxury  travel  firm, 
sets  up  customized  trips  planned  around  architectural 


highlights.  The  Country  Houses  of  Britain  &.  Ireland, 
for  example,  offers  self-drive,  chauffeur-driven  or  es- 
corted trips  in  Rolls-Royces,  Mercedes  or  Porsches  to 
outstanding  castles,  palaces  and  country  manors 
throughout  England,  Scotland  and  Ireland.  A  17-day 
tour  of  English  manor  houses  and  French  chateaux  in  a 
chauffeured  limo  runs  $1 1,374  per  person,  double  occu- 
pancy. Abercrombie  &  Kent,  1420  Kensington  Road,  Oak 
Brook,  III.  60521  (800-323-7108). 

Music  and  opera  lovers  should  check  the  packages 
arranged  by  Dailey-Thorp  Travel,  travel  agent  for  the 
Metropolitan  Opera  Guild.  Travelers  on  the  French 
Festivals  trip,  for  example,  which  runs  from  July  5  to 
18,  will  see  the  "Grand  Opera"  and  the  Opera  Comique 
in  Paris,  Bellini's  tragedy  Norma  in  Nimes,  and  Mo- 
zart's The  Abduction  from  the  Seraglio  in  Marseilles. 
Hotels  are  deluxe.  Land  arrangements  for  the  two-week 
French  Festivals  program  run  $5,437  per  person,  double 
occupancy.  Dailey-Thorp  Travel,  31 5  West  57th  Street,  New 
York,  N  Y.  10019  (212-307-1555). 

Buddy  Bombard's  Great  Balloon 
Adventures  will  show  you  the  Bur- 
gundy region  and  the  Loire  Valley 
in  France,  Salzburg  in  Austria, 
Tuscany  in  Italy,  and  Bern  and 
Chateau  d'Oex  in  Switzerland — all 
from  treetop  level.  The  four-day 
ballooning  trip  in  Burgundy  runs 
S 1 ,990  per  person,  double  occupan- 
cy, excluding  airfare.  TJje  Bombard 
Society,  6727  Curran  Street,  McLean, 
Va.  22101  (800-862-9407). 

If  you  prefer  a  pampered  cruise, 
try  Cunard's  Sea  Goddess  II,  which 
will  be  calling  on  ports  from  St. 
Tropez  to  Capri  to  Venice,  as  well 
as  cities  in  Greece  and  Yugoslavia. 
The  Sea  Goddess  II's  58  suites  have 
queen-size  beds,  VCRs,  fresh-cut 
flowers,  etc.  A  seven-night  cruise 
costs  $4,400  per  person,  double  oc- 
cupancy. Cunard  Sea  Goddess,  555 
Fifth  Avenue,  New  York,  N.Y.  10017 
(800-458-9000). 

David  B.  Mitchell  &  Co.,  in  con- 
junction with  Air  France,  is  offer- 
ing four  luxury  itineraries  through 
the  French  chateau  country.  Tours 
depart  Paris  via  chauffeured  Mercedes  or  self-driven 
Porsches.  Le  Gourmet  is  an  eight-day  gastronomic  ad- 
venture with  stops  that  include  the  Hostellerie  du 
Chateau  in  Fere-en-Tardenois  and  Restaurant  Boyer  in 
Reims.  Cost:  $1,649  per  person,  plus  airfare.  David  B. 
Mitchell  &  Co.,  200  Madison  Avenue,  New  York,  N.Y.  10016 
(800-372-1323) 

Ai  ls  European  Vacations  Personal  Vacation  Service  will 
design  your  own  tour  on  the  basis  of  your  special 
interests — stately  homes  in  England,  chateaux  in 
France,  wineries  in  Italy,  etc.  Avis  will  tejl  you  where 
to  go,  what  to  see,  how  not  to  get  lost  in  12  European 
countries — all  free,  provided  you  rent  from  Avis,  of 
course.  Avis  European  Vacations.  1133  Park  Avenue,  New 
York,  NY.  10128  (800-ALL-AVISl—R.K. 
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Lobby  of  the  Hotel  de  Paris  in  Monte  Carlo 

For  Yanks,  special  deals  over  the  Fourth  of  July. 


'uly  Fourth  Concorde  Extravaganza" 
J  eludes  five  days/four  nights  accom- 
3  odation,  round-trip  Concorde  travel 
pm  New  York  to  Nice,  and  a  basket 
i  extras  including  parties,  fireworks 
jid  gaming  chips.  Cost:  $3,195  per 

:rson.  (Remember,  round-trip  Con- 
;>rde  travel  between  New  York  and 

iris  normally  runs  $4,296  alone.) 

Italy  is  even  more  accommodating, 
[he  Cigahotel  group,  owner  of 
bme's  Hotel  Excelsior  and  Le  Grand 
jotel,  as  well  as  the  Gritti  Palace  and 
jotel  Danieli  in  Venice,  is  offering 
iscount  packages.  You  can  save  as 
jj  uch  as  40%  off  regular  Ciga  rates, 
jhich  normally  run  between  $200 
lid  $300  per  night  for  a  double,  de- 
ending  on  the  hotel.  Rates  are  guar- 
Iiteed  in  U.S.  dollars, 
f  You  can  still  even  get  tickets  for  the 
jmed  Spoleto  Festival,  the  30th  such 
|  alian- American  festival  of  opera, 
jmcerts,  ballet  and  poetry.  It  runs 
lorn  June  24  to  July  12.  You  can  re- 

:rve  tickets  through  the  festival's  of- 
ce  at  17  Via  Margutta,  Rome  00187 
fel.  06-3614041). 

j  Portugal  and  Spain  are  offering  un- 
recedented  travel  opportunities.  In- 
j:r-Continental's  grand  hotel  in  Lis- 
pn,  the  Ritz  Lisboa,  did  not  suffer  a 
jiajor  downturn  in  1986.  Neverthe- 


less, because  it  is  part  of  the  Inter- 
Continental's  "summer  sale"  on  its 
European  properties,  this  hilltop  mas- 
terpiece with  spectacular  views  of  Ed- 
ward VII  Park  and  the  Tagus  River  is 
offering  all  double  rooms  for  $90  per 
night  instead  of  the  usual  $114  to 
$172.  Also  of  note  in  Portugal  are  the 
government-run  Pousadas,  a  chain  of 
28  hotels,  mostly  converted  castles, 
palaces  and  monasteries.  While  the 


A  London  pub 

A  pricier  pint,  but  better  service. 


Pousadas  are  never  expensive  ($64  to 
$105  for  a  double  room,  including 
breakfast,  taxes  and  service),  they  are 
almost  never  available.  This  year 
there's  still  room,  but  book  early. 

The  Paradores  Nacionales,  the 
Spanish  government's  impressive 
chain  of  90  converted  monasteries, 
castles  and  convents,  are  as  inexpen- 
sive as  Portugal's  Pousadas  and  just  as 
hard  to  get  into.  In  the  past,  travelers 
had  to  book  rooms  a  year  or  more  in 
advance.  But  things  are  a  bit  easier 
this  year.  The  most  famous,  the  Para- 
dor  San  Francisco  in  Granada,  is  al- 
ways crowded.  Consider  instead  the 
Parador  Nacional  de  Chinchon,  a 
17th-century  monastery  just  45  min- 
utes from  Madrid.  Besides  offering 
proximity  to  Madrid,  the  Parador  de 
Chinchon  has  a  collection  of  restored 
furniture,  paintings  and  tapestries. 

In  all,  Europe  hopes  to  see  at  least 
5.3  million  Americans  this  year, 
down  from  the  1985  high  of  6.4  mil- 
lion but  above  the  5  million  of  1986. 
This  may  not  be  achievable  consider- 
ing the  fate  of  the  dollar,  but  it  does 
also  guarantee  good  treatment  to  the 
well-heeled  Yankee  for  whom  luxury 
and  sophistication  is  more  important 
than  money.  ■ 
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Funded  your  1987  IRA  yet?  Hold  on.  The 
government  giveth,  and  it  taketh  away.  For 
many  upper-income  earners,  it's . . . 


Good-bye,  IRA 


This  department  in  the  past  has 
hailed  the  IRA  as  the  best  thing 
Uncle  Sam  has  done  for  the  working 
stiff  since  the  repeal  of  Prohibition. 
Well,  so  much  for  past  favors.  Uncle's 
new  tax  law  cancels  the  annual 
$2,000  tax  deduction  for  individuals 
covered  by  other  retirement  plans 
who  have  gross  adjusted  incomes  over 
$35,000,  or  over  $50,000  for  couples. 

Where  does  that  leave  most  Forbes 
readers?  If  you  are  50  or  over,  forget 
about  putting  fresh  money  into  your 
IRA,  despite  the  tax-deferred 
appreciation  it  still  provides. 
Here's  why: 

•  The  rules  on  IRAs  put  you 
into  an  investment  straitjack- 
et,  with  stiff  penalties  for 
breaking  out  before  age  59 Vi  or 
failing  to  tap  it  after  age  70 Vi. 
And  the  new  tax  law  has  a 
nasty  surprise  for  those  whose 
total  income  from  pensions, 
including  IRAs,  exceeds 
$112,500  a  year  in  retire- 
ment— an  additional  15%  tax 
on  the  excess.  Gary  Strum, 
first  vice  president  of  pension 
services  for  E.F.  Hutton,  bit- 
terly calls  it  "the  communist 
tax.  It  penalizes  investment 
success." 

•  Lower  tax  rates.  The  bene- 
fit of  tax-deferred  compound- 
ing on  IRA  investments  will 
be  a  lot  less  than  it  was,  as  the 
maximum  tax  rate  drops  from 
50%  to  28% .  This  is  especially 
true  if  your  IRA  money  is  go- 
ing into  long-term  growth 
stocks  with  small  or  nonexis- 
tent annual  dividends. 

•  Bookkeeping.  Separating 
pre-  and  post- 1986  IRA  contri- 
butions and  tax-deferred  earn- 
ings at  retirement  could  be  a 
nuisance.  Especially  coupled 


with  the  already  complicated  rules  for 
withdrawal,  which  are  governed  by 
your  and  your  spouse's  life  expectan- 
cies when  you  start  making  with- 
drawals. In  any  case,  holding  on  to 
IRA  statements  could  save  a  lot  of 
aggravation  later. 

•  The  likelihood  of  a  higher  tax  rate 
by  the  time  you  retire  and  start  tap- 
ping your  then-taxable  IRA.  You 
could  be  avoiding  annual  taxes  of  28% 
now,  only  to  pay  a  higher  rate  later. 
Notes  James  B.  Cloonan,  president  of 


What  $2,000  a  year 
can  amount  to 

15  years 

20  years 

25  years 

Taxable 
immediately 

$54,714 

$89,838 

$139,563 

Partly 
deferred 

56,721 

95,881 

154,673 

IRA 

58,727 

101,924 

169,782 

Aftertax  dollars,  paid  Jan.  1;  28%  tax  rate;  10%  return. 

Source:  American  Association  of  Individual  Investors 

the  American  Association  of  Indiv 
ual  Investors,  "The  current  28%  m. 
imum  rate  is  probably  the  lowl 
maximum  we'll  see  in  a  long  tirj 
and  so  the  advantage  [of  tax  defen 
is  almost  certain  to  disappear." 

•  Custodian  and  trustee  fees.  Op» 
ing,  transferring  and  maintaining  II 
accounts  can  be  a  hassle  and  can  o 
nondeductible  dollars.  Even  small  j 
nual  fees  add  up  over  time. 

•  Low  current  interest  rates.  If  y 
like  to  park  IRA  money  conservati' 
ly — in,  say,  CDs  or  governme 
bonds — you  might  do  better  investi 
in  municipal  bonds  and  funds,  whi 
can  offer  higher  aftertax  yields  01 
side  the  IRA  umbrella. 

IRA  boosters,  including  muti 
funds,  banks  and  brokers,  make  mu 
of  the  fact  that  IRAs  are  the  worki 
man's  best  tax  shelter.  But  there's  ds 
little  shelter  for  those  who  hope 
retire  within,  say,  15  years.  Our  tal 
compares  how  $2,000  invested  eve 
year  from  now  until  your  retireme 
would  fare  in  three  situations:  1)  nc 
IRA  money  put  into  debt  instrumen 
where  all  earnings  are  taxed  annual 
2)  non-IRA  savings  invested  in  grow 
stocks,  where  the  tax  on  capital  gai 
is  deferred  until  you  sell,  but  tax 
earnings  is  not;  3)  a  nondeductible  II 
investment,  with  all  taxes  defem 
We  assume  an  annual  return) 
10%.  Unless  retirement  is  c 
cades  away,  the  IRA  tax  ui 
brella  won't  help  much. 

Are  there  better  alternativ 
to  IRAs?  Strum  suggests  va 
able  annuities.  You  can  inv« 
in  debt  instruments  or  muti 
fund  equivalents  and  the  eai 
ings  will  still  compound  t£ 
deferred.  As  with  the  IRA,  y 
cannot  touch  the  money  urn 
at  least  age  59V2.  But  annuiti 
offer  three  distinct  advantag 
over  IRAs:  Withdrawals 
not  subject  to  the  "commun: 
tax";  you  never  have  to  tap  t 
annuity  if  you  don't  want 
in  which  case  it  becomes  pi 
of  your  estate  or  can  be  sign 
over  to  a  survivor;  you  can  p 
in  as  much  money  as  you  wa 
each  year.  Annuities,  in  fa« 
have  become  so  attractive 
the  wake  of  tax  complicatio: 
that  Uncle  is  already  lookii 
greedily  to  tax  them.  Cave; 
You  are  making  a  long-ter 
investment.  Beware  of  arm 
ities  from  insurance  comp 
nies  or  brokers  you've  nev 
heard  of.  For  the  momer 
however,  variable  annuiti 
are,  in  effect,  the  rich  mar 
IRA.— W.G.F. 
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Hyatt  Introduces 
Die  Gold  Standard 
Offfcquent 

KavelerPnograiiK 


With  a  Hyatt  Gold  Passport  membership, 
you  will  finally  get  the  very  special  treatment 
you  deserve.  Along  with  the  generous  travel 
awards  you  expect. 

Hyatt  Gold  Passport™  offers  you  more  than 
twenty  innovative  personal  services,  including 
Five-Minute  Express  Check-in^  exclusive 
members-only  rooms,  complimentary  access  to 
health  club  facilities.  And  a  Hyatt  Morning 
Express™  breakfast  that's  delivered  to  your 
room  within  ten  minutes,  or  it's  free. 

What's  more,  your  Hyatt  Gold  Passport 
personal  profile  enables  us  to  consistently 
serve  your  individual  needs  at  over  125  Hyatt 
Hotels  and  Resorts  worldwide.  . 


Exclusive  services  are  just  the  beginning.  As 
you  stay  at  Hyatt,  earn  points  that  entitle  you  to 
Regency  Club®  and  suite  upgrades,  free  Hyatt 
stays  including  sumptuous  dining,  even  a  ten- 
day  dream  holiday  at  any  Hyatt  in  the  world 
including  air  awards  from  Gold  Passport  partners. 

All  of  this  for  an  annual  fee  of  just  twenty- 
five  dollars.  And,  when  you  enroll,  you'll 
immediately  receive  a  special  award— up  to 
$500  in  discounts  on  accommodations,  airfares 
and  car  rentals. 

The  Hyatt  Gold  Passport  Frequent  Traveller 
Program.  More  than  a  program,  it's  our  way  of 
life.  It's  also  the  standard  by  which  all  others 
will  forever  be  judged. 


ft 


j 


rWvSfS\? 


HYATT0HOTELS  &  RESORTSs 


n  TAN  ^Jjn^l  CLO  (X  FfCOWK  I  o 

ForYour  Gold  Passport  Membership  Call  1-800-54  HYATT. 

Oxck  u  ilh  Hyatt fitr  vouyilete  terms  and  amotions  of Ibe  <kdd  Hissport  ftugnmt  O  '■lytt7  Hj/atlktop. . 


ERFORMANCE  SEDANS 
REFINEMENT. 


THE  PEUGEOT  505  STX  V6. 

hile  many  European  performance  sedans  are 
:B*ly  models  of  engineering  excellence,  they  still 
m  a  tendency  to  be  a  little  rough  around  the 
Js.  For  their  makers'  inspection,  we  respectfully 
it  the  Peugeot  505  STX  V-6  2.8i. 

IPOWERFUL  V-6  ENGINE  AS  REFINED  AS 
THE  REST  OF  THE  CAR.  

hile  other  European  performance  sedans  are 
getting  the  most  out  of  their  in-line  four  and 
sional  six-cylinder  engines,  the  505  STX  is 
ting  a  more  refined  all-alloy,  twin  overhead 
145  hp  V-6. 

Its  uncommonly  high  level  of  torque  at  low  revs 
ides  a  wonderfully  spirited  feeling. 

nd  its  computer-controlled  fuel  injection,  tuned 
e  and  exhaust  systems  and  flawlessly  balanced 
kshaft  and  camshaft  have  inspired  one  persnick- 
Jpngine  connoisseur  we  know  to  call  it  "an  excep- 
3 My  smooth,  aggressive  engine  that's  even  a  joy 
ne  ear!" 


SUSPENSION  THATWILL  SHOCK  MANY 
PERFORMANCE  SEDAN  MAKERS. 

To  say  the  505  STX  is  roadworthy  is  an  under- 
Iment.  It  features  fully-independent  suspension, 

tlable  power-assisted  rack-and-pinion  steering, 
f  and  rear  anti-sway  bars,  and  front-ventilated 
brakes  enhanced  by  a  computerized  anti-lock 
ism. 

Yet  despite  its  superb  handling  characteristics,  the 
STX  doesn't  ask  you  to  endure  the  hard  ride 
i]t  handling  cars  normally  have.  Because  it  also 
pres  unique  shock  absorbers  that  have  twice  as 
y  valves  as  ordinary  shocks.  And  because  they 
I designed,  built  and  patented  by  Peugeot,  no 
jjir  performance  sedan  can  have  the  505  STX's  re- 
j'd  road  manners  ("Perhaps  the  nicest  all-around 
in  the  automotive  world."—  Motor  Trend). 

I  i\7  Peugeot  Motors  of  America,  Inc. 


A  LEVEL  OF  CIVILITY  THAT  PUTS  MOST 
 LUXURY  SEDANS  TO  SHAME.  

Inside  the  505  STX,  amenities  abound.  Every- 
thing anyone  could  want  is  here  including  a  new  six- 
speaker  Alpine-designed  stereo  cassette  with 
anti-theft  device  and  central  locking  with  infra-red  re- 
mote control.  The  orthopedically-designed  seats  that 
have  helped  earn  Peugeot  the  distinction  of  being 
one  of  the  most  comfortable  of  all  European  sedans 
are  enveloped  in  a  sumptuous  hand-fitted  leather. 
(Speaking  of  comfort,  we  should  note  that  the  505 
STX  is  priced  at  a  comparatively  low  $23,750.*) 

ALL  THE  SOLIDITY  OF  A  BOXY  EUROPEAN 
 SEDAN.  WITHOUT  THE  BOX.  

At  Peugeot,  we  believe  a  car  should  be  able  to 
have  the  durability  of  a  tank,  without  having  to  look 
like  one.  So  in  the  505  STX,  solid  unibody  construc- 
tion and  the  strength  of  thousands  of  spot  welds  are 
incorporated  into  a  body  whose  fluid  lines  were  cre- 
ated by  Pininfarina,  legendary  designer  of  cars  like 
the  Ferrari  328  GTS. 

THE  ONLY  ROADSIDE  ASSISTANCE  PROGRAM 
 RATED  AAA.  

Only  Peugeot  offers  you  the  comfort  of  AAA** 
service  and  protection.  In  the  rare  event  of  trouble 
arising  on  the  road,  you  simply  call  AAA  and  help 
will  be  on  the  way  from  one  of  15,000  locations. 

To  learn  just  how  refined  the  505  STX  really  is, 
we  suggest  you  call  your  local  Peugeot  dealer  who 
will  arrange  to  give  you  the  ultimate  lesson  in  refine- 
ment. A  test  drive.  (He'll  also  be  glad  to  give  you  infor- 
mation about  our  new  convenient  leasing  program.) 

For  additional  literature  and  the  name  of  your 
nearest  Peugeot  dealer,  call  800-447-2882. 

*POE  Manufacturer's  Suggested  Retail  price.  Actual  price  may  vary  by  dealer.  Destina- 
tion charges,  options,  taxes,  dealer  preparation,  if  any,  title  and  license  fees  are  extra. 
'  'Membership  subject  to  the  rules  and  regulations  of  <® 


NOTHING  ELSE  FEELS  LIKE  IF 


Careers 


The  best  and  brightest  business  school 
graduates  still  have  eyes  for  Wall  Street, 
despite  the  recent  scandals. 

"The  sex  appeal 
is  intact" 


By  Dyan  Machan 


Y1  oung  M.B.A.s  have  been  tak- 
ing a  pretty  good  bashing  lately 
in  the  wake  of  the  "Yuppiegate" 
and  other  financial  follies  in  which 
bright  young  M.B.A.s  have  starred. 
But  like  long-distance  swimmers  just 
shy  of  reaching  the  far  shore,  the  cur- 
rent crop  of  the  best  and  brightest 
M.B.A.  candidates  is  not  about  to 
change  direction  because  of  a  mere 
shark  scare.  More  of  them 
than  ever  have  their  eyes  on 
the  big  bucks  offered  on  Wall 
Street.  And  they  don't  think 
apologies  are  necessary. 

"Since  I  have  been  in  busi- 
ness school,  I  have  been  re- 
peatedly informed  that 
M.B.A.s  are  lower  than  used 
car  salesmen  in  social  per- 
ception," says  Michael  Hoff- 
man, 28,  of  the  Johnson 
Graduate  School  of  Manage- 
ment at  Cornell  University. 
"It's  a  bum  rap." 

"It  is  important  to  realize 
that  most  M.B.A.s  maintain 
strict  ethical  standards," 
says  Daniel  Sharplin,  24,  a 
student  at  the  University  of 
Texas  at  Austin  Graduate 
School  of  Business. 

"To  label  M.B.A.s  as  disin- 
terested in  ethical  behavior 
based  on  the  activities  of  a 
few  crooks  is  not  only  unfair, 
it  is  naive  and  silly,"  says 
Edwin  Bradley  Jr.,  24,  of  the 
Wharton  School,  graduate  di- 
vision, who  himself  wants  a 
iob  in  investment  banking. 
Forbes  recently  took  the 


pulse  of  a  group  of  M.B.A.  students  at 
the  fifth  annual  Graduate  Business 
Conference  at  the  University  of  Texas 
at  Austin.  The  gathering,  sponsored 
by  Nabisco  Brands  and  the  students' 
schools,  brought  together  98  top  stu- 
dents selected  from  28  business 
schools  around  the  world. 

Based  on  questionnaires  and  inter- 
views, Forbes  finds  that  today's  grad- 
uates are  more  experienced,  come 
from  a  broader  range  of  disciplines, 


Daniel  Sharplin,  I  diversity  of  Texas  at  Austin 
"Most  M.BjX.s  maintain  strict  ethical  standards. 


have  more  realistic  ideas  of  what 
expect  as  starting  salaries  and  ar 
willing  to  stick  it  out  in  the  first  jo] I 
longer  than  previous  classes.  They  ar 
also  more  in  hock  (see  box,  p.  158). 

The  typical  candidate  is  a  whit 
male,  27  years  old,  with  more  thaj 
three  years  as  a  corporate  lending  offi 
cer.  He  comes  from  an  educate! 
household;  dad  is  an  executive  in 
Forbes  500s  company,  and  mom  is  ai 
accountant  or  teacher.  Both  have  a| 
least  undergraduate  degrees. 

Although  most  of  the  student 
come  from  high-income  families 
only  29%  found  they  didn't  need  t» 
borrow,  and  almost  a  third  face  payinj 
off  loans  of  $10,000  to  $19,000. 
quarter  borrowed  more  than  $20,000 
A  worthy  investment?  People  lik< 
Ted  Finamore  III  of  USC  hope  so.  Bu 
realizing  there  are  now  some  67,000 
M.B.A.s  graduating  every  year,  hi 
feels  he  needs  to  pick  up  a  CPA  jus. 
"to  maintain  a  competitive  edge." 

Many  of  the  students  have  solic 
work  experience,  and  only  15%  weni 
straight  from  undergraduate  to  busi 
ness  schools.  Surprisingly,  engineer: 
make  up  20%  of  the  group — gooo 
news  for  manufacturing  companie: 
looking  to  tap  this  talent  pool.  In  fact 
19%  of  the  students  are  interested  ir 
manufacturing  jobs.  Ken  Forden,  24,  i 
student  at  the  Owen  Graduate  Schoo 
of  Management  at  Vanderbilt  Univer 
sity,  is  eager  "to  come  in  and  shake 
things  up"  to  make  U.S 
manufacturing  more  com| 
petitive.  Forden,  a  civil  engi 
neer,  predicts  the  U.S.  wil 
eventually  beat  down  foreigr 
competition  and  make 
phoenixlike  comeback 
USC's  Finamore  agrees,  bui 
bemoans  the  fact  that  most 
of  his  peers  don't  seem  tc 
care  about  manufacturing 
which  he  attributes  partly  tc 
the  M.B.A.  curriculum 
which  has  few  manufactur 
ing  courses. 

But  the  financial  services 
sector  still  has  the  most  al- 
lure, scandals  be  damned.  Al- 
though Finamore  says  he 
himself  would  "rather  sell 
Amway  than  go  to  Wall 
Street,"  the  only  students  he 
knows  who  "don't  want  tc 
go,  are  those  that  can't." 

The  basic  reason,  oi 
course:  pay.  The  top  students 
can  expect  at  least  $60,000  tc 
start,  substantially  more 
than  what  is  offered  else- 
where. And  that  is  only  the 
beginning.  Tim  Hennessey, 
26,  of  the  Kellogg  Graduate 
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TheTaxman 
cometh.  And  he  leaveth 


live 


payi 


so.  11 


so! 
we 
k 
inee 
1« 
pani 
ufai 


con 
en 


tly 


empty  handeth. 

Thanks  to  the  new  tax  leg- 
islation, the  Taxman  will  be 
knocking  a  little  more  persist- 
ently in  1987. 

Many  deductions  have 
been  eliminated.  Capital  gains 
are  more  exposed.Therefore, 
having  tax  free  income  is 
now  more  important  than  ever 
before. 

However,  the  Van  Kampen 
Merritt  Insured  Municipals 
Income  Trust™  (IM-IT®)  can 
help  keep  the  Tkxman  at  bay. 
Our  IM-IT®earns  monthly  income  that  is  exempt  from  federal  taxes. 
And  depending  on  where  you  live  and  the  availability  of  a  state 
IM-IPTrust,  the  income  may  also  provide  additional  tax  exemptions. 

Call  and  we'll  rush  a  prospectus  with   <•  nnn  niAi  If  ext. 
more  complete  information  about  charges  roUU"UIHL"VmVli2m 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  Or 
ask  your  investment  representative  about  our  IM-IT®  Trust.  And 
start  earning  tax  free  income  month  after  month,  \fear  after  year. 
Because  the  Taxman  will  retumeth  again  next  year. 

A  XEROX  Financial  Services  Company 

Van  Kampen  Merritt 

Investing  with  a  sense  of  direction. 


®  and  tm  denote  trademarks  of  Van  Kampen  Merritt,  Inc. 


School  of  Management  at 
Northwestern  University, 
plans  a  career  in  invest- 
ment banking  and  expects 
to  earn  $100,000  including 
his  bonus  his  first  year, 
double  that  in  five  years 
and  $600,000  in  a  decade. 

"The  public's  perception 
is  lower,  but  as  long  as  the 
money  is  still  there  and 
someone  in  his  20s  can  rub 
elbows  with  top  officers, 
the  sex  appeal  is  intact," 
says  Dan  Baumbach,  25,  of 
the  University  of  Virginia's 
Colgate  Darden  Graduate 
School  of  Business 
Administration. 

Will  they  come  to  Wall 
Street  any  better  prepared 
than  their  predecessors  to 
deal  with  touchy  ethical 
matters-  Students  mam- 
tain  they  are  better  pre- 
pared, citing  the  greater 
stress  now  placed  on  ethics. 

The  trading  scandal,  if  any-   

thing,  will  make  new  M.B.A.s  deter- 
mined to  do  things  by  the  book,  says 
Jeff  Rosenthal  of  the  University  of 
California  at  Los  Angeles. 

Others  aren't  sure.  "I'm  not  con- 
vinced we're  looking  at  just  a  few  bad 
apples,"  says  Melissa  Self,  34,  a  for- 
mer teacher  now  at  the  University  of 
Washington  Graduate  School  of  Busi- 
ness Administration,  which  has  a 
course  in  ethics.  "I  believe  B-schools 
are  failing  to  prepare  M.B.A.s  for  mak- 
ing ethical  decisions.  Too  often, 
M.B.A.s  are  asked  to  make  decisions 
in  those  legal  gray  areas.  There  are  no 


Ted  Finamore  111.  I  SC.  Mudd  Hall  Library 
"I'd  rather  sell  Amway  than  go  to  Wall  Street. 


guidelines,  no  framework.  Ethics  are 
being  taught  as  an  afterthought,''  she 
complains. 

Indeed,  an  informal  poll  revealed 
the  students  to  be  something  less 
than  saintly.  Fifty-two  were  asked 
whether  they  would  cheat  on  their 
taxes  or  trade  on  inside  information — 
given  chances  were  slim  to  nil  they'd 
get  nailed.  Thirteen  percent  said  they 
would  cheat  the  IRS,  and  21%  said 
they  would  trade  on  mside  informa- 
tion. In  addition,  another  4%  said 
they  might  cheat  on  taxes,  and  6% 
admitted  that  they  might  trade  on 


insider  tips.  Remarked  oni 
conference  observer,  "Ai 
ethical  MB. A.?  That's  a: 
oxymoron." 

Which  companies  dt 
they  admire  most?  The  re 
suits  were  predictable.  Fa 
the  last  three  years  thi 
M.B.A.s  have  picked  DBfl 
and  Apple  Computer 
their  favorites.  Chrysler  ap 
pears  again  after  a  one-yeai 
absence.  Digital  Equip 
ment,  Walt  Disney  Co.  anc 
lohnson  &  Johnson  wen 
also  mentioned.  Least  ad 
mired-  GM  and  Drexe 
Burnham  Lambert. 

When  it  comes  to  corpo 
rate  heroes  and  villains1 
there  were  likewise  fevi 
surprises:  Lee  Iacocca  wa 
named  most  often  as  a  hero 
but  a  few  students  fingerec 
him  as  their  least  favorite 
H.  Ross  Perot  was  alsc 
dubbed  a  hero,  as  was  Steve 

  lobs.  Ivan  Boesky,  GM'j 

chief,  Roger  Smith,  and  Dennis  Le 
vine  were  among  the  least  admired. 

Similarly,  the  books  students  citeo 
as  most  influential  are  either  receni 
popular  sellers  or  textbooks — indicat 
mg  a  lack  of  original  scholarship. 

On  balance,  then,  today's  best  anc 
brightest  M.B.A.s  seem  to  bring  to  the 
game  a  great  deal  of  talent  and  ambi 
tion,  simply  by  virtue  of  having  nser 
as  far  as  they  have  m  the  face  of  keer 
competition.  But  they  also  seem  a  loi 
less  sophisticated  than  might  bt 
hoped  for.  Like  all  of  us,  they  still 
have  a  lot  to  learn.  ■ 


Great  expectations 


Forbes  polled  the  students  meeting  at  the  Universi- 
ty of  Texas  at  Austin  on  several  topics.  Here  are 
some  questions  and  responses. 

WTw/  field  or  industry  hat  e  you  dx>sen  to  enter* 
Banking  and  finance  (45%),  manufacturing  (19%),  con- 
sulting (12%),  startup  (5%),  marketing  1 5%),  accounting 
(3%),  other  (11%). 

U7.w/  do  you  expect  as  a  starting  salary? 

$20,000  to  S40,000  (44%),  more  than  $40,000  (24%), 

more  than  $50,000  (16%1.  more  than  $60  000  |16%). 

Vttxit  do  you  expect  to  make  annually  fiiv  years  from  now? 
$40,000"  to  S74,000  (44%),  $75,000  to  $99,000  (24%), 
$100,000  to  $149,000  (7%),  more  than  $150,000  (24%). 

Do  Wi  envision  starting  your  own  company? 

Yes'|S0%),  no  (20%). 


Most  admired  executives? 

Lee  Iacocca  (39%),  H.  Ross  Perot  (30%),  Steve  Jobs 

(17%). 

Least  admired  executives? 

Ivan  Boesky  [55%),  Roger  Smith  (17%),  T.  Boone  Pick- 
ens (10%),  Dennis  Levine  (9%). 

Most  admired  companies? 

IBM  (23%l,  Apple  Computer  (23%),  Chrysler  (21%). 

Least  admired  companies? 

General  Motors  (57%),   Drexel  Burnham  Lambert 

(33%). 

Hon  much  money  did  you  have  to  borrou  for  school? 
None  (29% I,  SI .000  to  S9.000 1 12% I,  $10,000  to  $19,000 
(30%),  $20,000  to  $29,000  [16%),  more  than  $30,000 

113%). 
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Beefed  up 
profits 

even  years  ago  Monfort  of  Colora- 
0  do  was  reeling  from  high  labor 
;osts  and  sliding  beef  prices,  losing 
123.9  million  on  $756  million  in 
sales.  Things  got  so  desperate  that  the 
con  founder's  son,  Kenneth  Monfort,  re- 
moved his  handpicked  chief  execu- 
ivc  and  reclaimed  the  job  for  himself. 
His  first  move:  to  close  the  flagship 
ihd  3ackinghouse,  in  Greeley,  Colo.,  run 
oy  costly  union  labor.  He  reopened 
he  plant  two  years  later  with  a  non- 
i  i  union  work  force  and  cut  wages  more 
Sit  :han  a  third  in  exchange  for  a  share  of 
0!  uture  profits. 

Next  step:  to  find  cuts  of  meat  that 
iiei^ppeal  to  today's  convenience-orient- 
d  consumer.  Monfort,  58,  who  regu- 
arly  lunches  on  burgers  and  dines  on 
dm  >teak,  spent  $9.5  million  on  a  new 
slant  geared  to  produce  prepackaged 
it  at  ?oods,  such  as  pizza  toppings,  pastra- 


mi and  microwavable  meat  loaf. 

The  results?  Sales  climbed  to  $1.6 
billion  last  year,  on  which  the  compa- 
ny earned  $25.1  million.  So  far,  so 
good.  But  Monfort  still  wasn't  con- 
vinced he  was  getting  the  best  return 
for  his  buck:  "Every  time  I  spent  $10 
million  in  beef,  I  wondered  if  we 
should  be  getting  into  poultry."  Last 
month  he  wondered  no  more.  Mon- 
fort agreed  to  be  acquired  by  Omaha- 
based  ConAgra,  a  $6  billion  agricul- 
tural products  conglomerate. 

The  deal  is  good  for  Monfort  share- 
holders, who  will  get  2.5  shares  of 
ConAgra  for  every  Monfort  share  they 
own,  and  it's  even  better  for  Ken  Mon- 
fort. Not  only  does  his  family  become 
ConAgra's  largest  single  shareholder 
(his  personal  stake  is  worth  about  $30 
millionl,  but  he  gets  to  hold  on  to 
Monfort's  reins  as  well. 

"As  long  as  I  don't  mess  up,  I  get  to 
keep  running  the  company,"  says 
Monfort.  Given  his  record  to  date,  he 
probably  doesn't  have  much  to  worry 
about. — Michael  Fritz 


Small  world 

It's  only  the  biggest  deals  that  get 
headlines  when  a  Japanese  buys 
into  a  big-time  U.S.  broker.  Thus,  it 
went  all  but  unnoticed  that  three  days 
before  the  closing  of  Sumitomo 
Bank's  investment  in  Goldman,  Sachs 
in  December,  Charles  Spear,  44,  sold  a 
15%  stake  in  his  Spear  Financial  Ser- 
vices (1986  sales,  $10.1  million)  to 
Sanyo  Securities  Co.,  Japan's  seventh- 
largest  stockbroker,  for  $3.5  million. 

Why  is  Sanyo,  with  more  than 
370,000  customer  accounts  and  annu- 
al revenues  of  $730  million,  bothering 
with  the  three-year-old  discount  bro- 
ker? Never  mind  earnings.  Sanyo  is 
after  Spear's  technological  knowhow. 

What's  Spear  Financial?  Its  found- 
ing dates  back  to  1981,  when  Charles 
Spear  came  to  Los  Angeles  to  run  an 
investment  partnership  named  Trad- 
ing Co.  of  the  West.  One  of  the  part- 
nership's biggest  investments  was  In- 
stinet,  which  provides  computerized 
trading  for  institutions.  Spear  learned 
about  electronic  brokerage  when  he 
joined  Instinet's  board  of  directors. 

Spear  and  another  Trading  Co.  part- 
ner, money  manager  Anthony  Forst- 
mann,  figured  that  retail  customers 
could  use  such  a  service  as  well  as 
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Monfort  of  Colorado 's  Ken  Monfort 

"Every  time  I  spent  $10  million  in  beef,  I  wondered  if  we  should  be  getting  into  poultry." 
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Few  things  reveal  more  about  us  than  x-rays  and  blood  tests. 
It  probably  won't  surprise  you  to  know  that  Kodak 
was  a  pioneer  in  developing  today's  film-based  x-ray 
technology.  Kodak  products  deliver  superbly  revealing 
diagnostic  information,  with  less  exposure  to  radiation  than 
ever  before.  And  we're  already  developing  tomorrow's 
electronic  imaging  products. 

But  blood  tests?  Drawing  on  a  century  of  emulsion- 
coating  expertise,  Kodak  developed  a  computer-driven 
dry  slide  technology  for  blood  and  body  fluid  testing 
which  manages  to  be  equally  efficient  in  terms  of  cost 
containment  and  patient  care.  The  result  is  the  Kodak 
Ektachem  clinical  chemistry  system,  in  use  in  hospitals  and 
doctors'  offices  throughout  the  world. 

just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1  800  445-6325,  Ext.  960. 


The  new  vision  of  Kodak 
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Spear  Financial's  Qxirles  Spear 
Technological  know  how  for  Japan. 


institutions.  In  1984,  with  Forst- 
mann's  money  (SI. 5  million)  and 
Spear's  smarts,  they  launched  Spear 
Financial. 

Tiny  Spear  now  has  a  computer  sys- 
tem for  the  retail  customer  that  rivals 
that  of  big  discounters  like  Charles 
Schwab  &  Co.  and  Fidelity.  Thanks  to 
a  deal  with  Source  Telecomputing 
computer  network,  Spear  customers 
can  use  their  personal  computers  to 
peruse  analysts'  reports,  obtain 
quotes  and  then  direct  their  broker  to 
buy  or  sell. 

Sanyo  used  Spear  as  a  model  for  its 
own  electronic  brokerage  system  in 
Japan,  which  is  already  up  and  run- 
ning. For  Spear  Financial,  the  benefit 
is  more  immediate:  There  has  already 
been  an  increase  in  order  flow,  thanks 
to  Japanese  investors  snapping  up 
American  securities. — John  Heins 


A  whole  new  ball  game 

Peter  Bavasi,  late  of  the  Cleveland 
Indians  and  Toronto  Blue  Jays,  is 
trying  to  build  a  winner.  Bavasi,  44, 
was  born  into  baseball — he's  the  son 
of  Emil  (Buzzy)  Bavasi,  for  18  years 
general  manager  of  the  Dodgers.  Now 
Peter  has  jumped  into  a  different 
league,  taking  over  direction  of  a  new 
sports  subsidiary  of  Telerate  Inc.,  the 


financial  quotation  service. 

What  is  Telerate  doing  in  the  sports 
business?  In  December  Telerate  pur- 
chased a  small  Scarsdale,  N.Y.  firm 
called  SportsTicker,  which  distrib- 
utes sports  scores  to  television  and 
radio  stations,  as  well  as  to  bars  and 
restaurants  that  run  electronic  dis- 
plays of  the  latest  scores.  How  big 
could  such  a  franchise  grow?  That's 
what  Bavasi  is  supposed  to  find  out. 

Bavasi's  credentials  in  judging  po- 
tential are  hard  to  assess.  Back  in 
1973,  when  he  was  general  manager  of 
the  San  Diego  Padres,  he  drafted  a 
young  outfielder  fresh  out  of  the  Uni- 
versity of  Minnesota  who  turned  out 
to  be  Dave  Winfield.  But  everyone 
wanted  Winfield;  San  Diego,  which 
finished  last  in  1972,  got  to  him  first. 
Bavasi  went  to  Cleveland  in  1984  and 
helped  in  the  resurrection  of  the  Indi- 
ans. Last  year  the  Tribe  sold  1.5  mil- 
lion tickets,  the  most  since  1959. 

Telerate  won't  say  how  much  they 
are  paying  their  newly  signed  free 
agent— his  salary  as  president  of  the 
Indians  was  reportedly  SI 75,000  a 
year — to  build  its  electronic  fran- 
chise. What  are  they  paying  him  for? 
"To  expand  the  product  line,"  he  says. 
"We  saw  room  for  substantial  growth 
if  we  added  certain  benefits."  Those 


benefits  include  a  full-scale  wire  se 
vice,  relayed  by  land  lines  and  sate 
lites,  to  report  sports  events  in  add 
tion  to  the  scores,  and  a  headhr 
news  service.  This  game  is  clearly 
the  early  innings.  SportsTicki 
charges  a  few  hundred  dollars 
month  for  its  service.  At  present  it  hi 
little  more  than  200  radio  and  T 
subscribers  and  100  tavern  and  restai 
rant  customers. — Edward  F.  Cone 


Free  throw 

The  Syracuse  University  basketba 
team  lost  in  a  close  game  to  Bobb 
Knight's  Indiana  squad  in  the  finj 
round  of  the  National  Collegiate  Atl 
letic  Association  basketball  champ 
onship  in  March,  but  it  was  still 
victory  for  sports  entrepreneur  Davi 
Gavitt.  Syracuse  is  one  of  nin 
schools  in  the  Big  East  Confereno 
which  was  put  together  by  Gavitt  i 
1979,  and  its  appearance  marked  th 
seventh  time  in  those  eight  years  thi 
a  Big  East  team  made  it  to  the  NCA 
final  four.  And  Gavitt,  49,  a  forme 
All-Ivy  League  player  (for  Dartmoutl 
and  Olympic  basketball  coach,  isn 
content  simply  to  win  games.  In  th 
1985-86  season,  he  began  broadcas 
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this  book 
by  its  cover — 
and  by  its 
editorial  focus. 


Arnaud  de  Borchgrave,  Editor-in-Chief 

At  Insight,  that  focus  is  on  the  "whys"  behind 
big  events,  crucial  concerns,  major  trends.  And 
on  the  impact  of  important  news  on  people, 
governments,  industries,  the  flow  of  commerce. 

At  the  helm  is  Arnaud  de  Borchgrave,  chief 
foreign  correspondent  and  senior  editor  at 
Newsweek  for  25  years,  who  has  interviewed 
most  of  the  world's  leaders.  Honored  by  peers, 
recipient  of  the  World  Business  Council's  Medal 
of  Honor,  author  and  lecturer,  de  Borchgrave 
enjoys  entree  at  the  highest  levels  of  influence. 
His  stamp  of  journalistic  leadership  is  evident  in 
an  editorial  team  that  proves  its  credentials 
issue  after  issue. 

Insight :  More  "reasons  why"  for  decision 
makers,  more  reasons  for  quality  advertisers  to 
place  their  messages  in  its  pages. 


r  more  information,  contact  your  Insight  sales  rep.:  Chicago,  IL  60601—333  N.  Michigan  Ave.,  (312)  346-8810  •  Los  Angeles,  CA  90025—12100  Wilshire 
id.,  (213)  820-1550  •  New  York,  NY  10166—200  Park  Ave.,  (212)  599-1730  •  Washington,  DC  20002—3400  New  York  Ave  N.E.,  (202)  636-8870 


The  Big  East's  David  Gavitt 

From  winning  games  to  broadcasting  them. 
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ing  them  as  well. 

Gavitt  honed  his  TV  negotiating 
sk'Iis  while  chairman  of  the  NCAA 
tournament  committee,  negotiating 
exclusive  and  lucrative  deals  with 
CBS  and  ESPN  to  broadcast  37  of  the 
Big  East's  games.  But  he  still  had 
many  games  left  over.  Instead  of  sell- 
ing the  rights  to  syndicators,  Gavitt 
decided  to  produce  them  himself. 

Gavitt  produces  the  games,  hiring 
his  own  TV  equipment,  and  delivers 
programs  to  local  stations  free.  In  re- 
turn he  gets  six  of  the  advertising 
minutes  for  his  national  sponsors 
(Avis,  PaineWebber,  Piedmont  Avia- 
tion and  Chrysler).  What's  in  it  for 
them?  Since  the  Big  East  schools  are 
in  5  of  the  12  largest  TV  viewing  mar- 
kets, Gavitt  offers  access  to  20%  of 
the  American  viewing  population. 

By  keeping  costs  down  (Gavitt  uses 
only  a  dozen  freelancers  with  a  per- 
manent staff  of  three),  the  Big  East 
Conference  Television  Network  can 
produce  a  game  for  $20,000.  Compare 
that  with  CBS,  which,  with  a  broad- 
cast crew  of  up  to  60,  most  of  them 
union  members,  can  spend  over 
$100,000  per  game.  Says  Gavitt  of  the 
results  to  date,  "We  thought  we'd  be 
in  the  red  for  at  least  four  years,  but 
we've  already  earned  over 
$500,000."— Rita  Koselka 


Affordable  luxury 

American  sales  of  top-of-the-line 
Joy  perfume  were  running  about 
$7  million  a  year  wholesale  as  recent- 
ly as  three  years  ago,  with  growth  a 
sluggish  3% .  Last  year  estimated  sales 
of  the  high-rent  scent,  manufactured 
by  the  Parisian  fashion  house  Jean 
Patou  (and  its  largest  single  source  of 
revenue),  topped  $10  million.  The  au- 
thor of  that  success  story:  Paulette 
Weisenfeld,  a  chic  31 -year-old  native 
of  New  York  City,  who  repositioned 
Joy  for  a  younger  audience.  No  small 
matter  for  a  fragrance  retailing  for 
$300  an  ounce. 

Weisenfeld,  a  glamorous  brunette 
of  French  descent,  was  hired  in  1985 
by  Jean  and  Guy  de  Moiiy,  owners  of 
Patou  and  grandnephews  of  the 
French  couturier.  When  Weisenfeld 
took  over  marketing  Joy,  her  first 
move  was  to  capitalize  on  all  the  at- 
tention Patou's  hot  designer  Chris- 


tian Lacroix  was  getting.  She  put 
young  models  wearing  Lacroix'  trade- 
mark bubble  skirts  on  department 
store  sales  floors,  each  squeezing 
away  with  a  Joy  atomizer.  Sounds 
trivial?  It  amounted  to  a  declaration 
of  war  against  the  staid  image  fash- 
ioned for  Joy  by  Borden,  Inc.,  the  food 
products  outfit  that  had  distributed 
the  line  in  the  U.S.  for  almost  two 
decades — until  the  de  Moiiys  can- 
celed the  contract  and  reclaimed  the 
product  for  themselves. 

Lacroix  recently  left  Patou,  and  Joy 
is  now  $320  an  ounce,  but  Weisenfeld 
is  putting  it  within  reach  another 
way.    Pre-Weisenfeld,    stores  were 


loath  to  display  the  expensive  bottles 
for  fear  customers  would  walk  ofj 
with  them.  She  solved  that  problem 
by  giving  retailers  glitzy — but  empi 
ty — gold-and-black  packages  witH 
"Jean  Patou"  splashed  across  them. 

Last  month  Joy  launched  its  soapsi 
bath  powders  and  lotions,  which  wil 
retail  for  about  $40  an  item.  Those 
products,  combined  with  the  Christ 
mas  promotion  of  a  $36-per-ounce  Jo} 
eau  de  toilette,  should  expand  th< 
brand's  appeal  to  younger  and  more 
cost-conscious  customers.  Says  Wei 
senfeld:  "We  want  to  make  it  an  af 
fordable  luxury." — R.K. 
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What  your  business 
can  learn  about 
networking  from  AT&T 
and  Duke  University 

Duke  University  needed  the  right  partner 
to  implement  its  networking  strategy 
AT&T  Came  Through. 

The  departments  of  Physiology,  Biomedical  Engineer- 
ing, and  Computer  Science  at  Duke  University  each 
had  their  own  data  resources  ranging  from  PCs  to 
mainframes,  made  by  many  different  manufacturers. 
Duke  wanted  a  way  to  get  them  working  together. 
AT&T  helped. 

The  answer  lies  in  AT&T's  open  architecture,  the 
design  principle  that  assures  that  all  our  products  will 
work  not  only  with  each  other,  but  with  those  of  other 
manufacturers  as  well. 

With  open  architecture,  AT&T's  Information  Systems 
Network  (ISN)  enabled  Duke  to  turn  a  mixed  bag  of 
systems  into  a  single  powerful  resource.  Each  depart- 
ment now  has  the  power  to  communicate  in  new  ways. 
The  power  to  share  their  vast  storehouses  of  informa- 
tion, enabling  them  to  do  things  together  they  could 
never  do  alone. 

ISN  not  only  links  campus  resources,  it  unlocks  the 
door  to  outside  data  resources  as  well.  Together  with 
AT&T's  new  digital  switch  that  will  serve  the  voice  and 
data  needs  of  14,000  people,  both  faculty  and  students 
will  work  faster,  smarter,  and  more  efficiently 

To  find  out  how  we  can  link  your  resources  to  get 
everyone  working  together,  call  AT&T  at  1 800  247-1212. 
From  equipment  to  networking,  from  computers  to 
communications,  AT&T  comes  through. 


AT&T 

The  right  choice. 


Advertisement 


Dealerscope  Merchandising  Products  of  the  Monti 


Mohawk  :  The  Birth  Of 
A  Classic 


Just  one  look  and  you  can  tell  the 
Mohawk  Camera  Case  Collection  is 
going  to  be  around  long  after  others 
have  gone.  The  Mohawk  Collection 
boasts  a  plush,  rugged,  waterproof 
CharHyde  exterior  with  a  custom-like 
softness  and  luxury.  Whether  you 
need  a  functional  compact-35  pouch, 
multi-purpose  compartment  case  or 
zoom  compartment  case,  there  is  a 
Mohawk  that  fills  that  need.  Every 
case  has  special  customized  features 
—  from  "Shock  Protection"  and  the 
Velcro'  magic  of  self-customized 
compartments  to  3-way  straps  for 
carry  comfort.  For  more  information, 
contact  Coast  Manufacturing  Com- 
pany —  the  world's  largest  manufac- 
turer of  photo  /video  /specialty  luggage 
and  accessories — at  118  Pearl  St.,  Mt. 
Vernon,  NY  10550,  (800)  221-8748. 


SKC's  SG 
Videocassettes 
for  Outstanding 
Performance 
Plus  Outstanding 
Value 


SKC's  SG  videotape  has  a  worldwide 
reputation  for  great  performance  — 
featuring  vibrant  color,  superb  sound 
and  the  durability  to  use  it  over  and 
over  again.  It's  even  earned  the  Good 
Housekeeping  Seal.  And  since  SKC  is 
always  value-priced,  it  may  just  be  the 
best  videotape  value  on  the  market. 
The  proof  is  waiting  at  your  SKC 
dealer! 


Carter-Craft  Video/ VCR 
Necessities  Pack. . .  A  Must  for 
VCR  Owners 


Carter-Craft's  Video/ VCR  Necessities 
Pack  features  a  deluxe  cleaning  cas- 
sette with  head  cleaner,  chamois 
cleaning  tape  and  cleaning  fluid.  It 
also  contains  a  name-brand  VHS 
cassette  —  120  minutes  for  quality 
viewing  time.  Plus,  you  get  a  universal 
dust  cover  to  protect  your  VCR  invest- 
ment made  of  durable  vinyl  with 
see-through  front  panel  and  rear  cable 
flaps.  All  at  $29.95  —  a  great  value.  See 
your  nearest  video /VCR  dealer  or  call 
Carter  Craft  at  (815)  963-2100. 

Nintendo  Debuts  Family  Video 
Entertainment  System 


Nintendo  is  the  first  video  entertain- 
ment system  that's  really  designed  for 
the  whole  family.  That's  because  it's 
the  only  video  system  that  has  R.O.B 
—  the  world's  first  Robotic  Operating 
Buddy,  and  Zapper  —  the  amazing 
light-sensing  video  gun.  And  because 
Nintendo's  wide-ranging  software  can 
be  played  at  many  different  levels,  it's 
the  one  entertainment  system  that's 
both  simple  and  sophisticated  enough 
to  challenge  the  abilities  of  everyone 
in  your  family.  For  more  information 
on  Nintendo's  Family  Video  Enter- 
tainment System,  contact  your  near- 
est Nintendo  dealer. 


Friedrich  Air 
Conditioners  & 
Dehumidifiers 

Top  quality  Friedrich 
room  air  conditioners, 
heat    pumps,  electric 
heat /cool  models  and 
dehumidifiers  (up  to  50 
pt.  capacity)  are  made  in  Amer 
and  give  money-saving  efficiency  a| 
dependable    performance.  Friedri 
has  the  broadest  line  of  high  efficierj 
room  air  conditioners,  including 
10,100  BTU  QuietMaster  with 
unsurpassed  EER  of  12.0.  —  the  rru 
energy-efficient    in    the  world 
more  information,  contact  Friedri 
Air  Conditioning  &  Refrigeration  C 
Marketing  Department  F,  P.O.  Bj 
1540,  San  Antonio,  TX  78295  ( 
225-2000. 


New  Hitachi  22  TV 

Exclusively  Hitachi,  the  CT2267  B, 
is  the  top-of-the-line  Square  Vu  2 
inch  model.  With  28'/r  more  viewii 
area  than  a  conventional  19-inch 
the  CT2267  is  the  nerve  center  for 
your   audio /video   components.  I 
more  information,  contact  your  ne^ 
est  Hitachi  dealer. 
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The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Wilshire  5000  equity  index1 

The  total  price  of  all  stocks  for 
which  daily  quotations  are 
available,  weighted  by  market  value 
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■  Dow  Jones 
"  industrial  average 

-  The  total  price  of  30 
.  blue-chip  industrial  stocks, 
_  adjusted  to  reflect  splits. 
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l  44-point  decline  isn't  what  it  used  to  be.  First,  the  good 
ews:  The  Dow  industrials  closed  one  recent  session  over 
he  2400  level.  But  the  next  day  the  Dow  fell  over  44 
oints.  Five  years  ago,  when  Wall  Street  was  flirting  with 
he  1000  level,  a  drop  of  over  40  points  would  have  been 
he  stuff  of  a  major  correction.  But  in  today's  market  such 
decline  represents  a  setback  of  less  than  1.9%.  The 
urrent  Dow  divisor  is  0.88;  when  the  index  hit  a  record 
405,  the  prices  of  all  30  Dow  stocks  added  up  to  2116. 


This  means  that  the  next  day,  when  the  Dow  fell  44 
points,  the  average  Dow  issue  lost  more  than  Wa  points 
and  was  still  selling  at  over  $70  a  share.  This  math 
exercise  is  no  guarantee  that  a  correction  is  not  around  the 
corner  (see  oar  cover  story,  p.  110),  only  that  it  will  take 
much  sharper  declines  to  rattle  this  market. 

The  final  tally  shows  the  Dow  with  a  0.1%  two-week 
gain,  while  the  overall  market,  as  measured  by  the  Wil- 
shire index  of  nearly  6,000  issues,  fell  1.5%. 


Closeup  On  The  Equity  Markets 
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Performance  of  six  leading  indexes 


Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

0.2 

0.0 

3.5 

0.2 

1.7 

-0.2 

in  last  52  weeks 

20.3 

17.0 

30.6 

21.7 

25.1 

13.7 



Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-0.6 

3.7 

5.7 

1.7 

1.7 

-1.9 

-1.5 

6.8 

5.4 

-0.6 

0.5 

5.3 

in  last  52  weeks 

21.3 

43.8 

64.3 

26.6 

21.7 

16.0 

11.2 

48.9 

64.3 

20.1 

22.8 

29.7 

Wilshire  index  leflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales.  3  A 
lock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable  4A  quantitative  evaluation  of  a  stock's 
rowth  image,  determined  by  Wilshire  Associates. 


Mote:  All  data  for  periods  ending  4/10/87.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Rising  interest  rates  drove  down  utility  stocks  6.9%  in  the 
last  two  weeks.  A  rise  in  interest  rates  is  also  not  welcome 
news  for  most  banks  and  insurance  companies.  Finance 
shares  fell  3.9%  in  the  last  two  weeks.  In  fact,  finance  and 
utility  shares  show  the  worst  52-week  performance.  The 
outlook  is  not  likely  to  improve  for  interest-sensitive 
stocks  or  the  bond  market  unless  investors  perceive  that 


rates  are  not  on  a  long  upward  trek. 

Meanwhile,  energy,  in  spite  of  a  decrease  in  crude  o 
futures  from  $1 7.95  to  $17.38,  bucked  the  market  with 
1 .4%  gain.  Texaco's  Chapter  1 1  bankruptcy  petition  ha 
cost  the  market  $762  million,  as  measured  by  the  drop  i 
the  combined  market  capitalization  of  Texaco  and  Penr 
zoil  between  Apr.  3  and  Apr.  13. 


Percent  change  in  last  52  weeks  "0<2>  Percent  change  in  last  two  weeks 


Capital  goods 

+  50 

0 

25  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1  1  1  1  1  1  1  1  1  1 

'86 

'87 

Consumer  durables 


+  50 


-25 


I  I  I  I  I  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'86 


'87 


Consumer  nondurables  and  service 
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What  The  Analysts  Think 


Falling  prices,  P/Es  and  estimates.  With  The  Forbes  Sales  pie  of  12.1  two  weeks  earlier.  Although  analysts  cut 
500  falling  1.8%  in  two  weeks,  the  group  is  now  selling  at  estimates  for  all  sectors  except  consumer  durables  anc 
1 1.9  times  estimated  1988  earnings,  vs.  a  predicted  multi-     raw  materials,  prices  fell  faster,  bringing  down  multiples 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.62 

18.7 

1987  estimates 

3.53 

13.9 

1988  estimates 

4.16 

11.9 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1987 
EPS  P/E 

%  change  in  1987  estimate 
in  2  weeks     in  4  weeks 

l 

Consumer  durables 

$3.54  ' 

13.1 

1.21% 

0.81% 

2 

Raw  materials 

2.36 

17.0 

0.01 

-0.07 

3 

Consumer  nondurables 

2.40 

r.5 

-0.06 

-0.05 

4 

Utilities 

2.79 

9.8 

-0.08 

0.71 

5 

Capital  goods 

2.47 

17.5 

-0.11 

0.08 

6 

Finance 

3.59 

9.5 

-0.16 

-0.79 

7 

Energy 

2.57 

18.3 

-0.34 

-0.02 

8 

Technology 

2.67 

16.7 

-0.38 

-1.27 

9 

Transportation 

2.65 

13.5 

-1.72 

-2.44 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Broker 

Estimate  System  |IBES|,  a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm. 
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;in  the  party,  get . . . 
e  Sayings  of 
airman  Malcolm 


r 


r 


THE 
RTHER 
WINGS 
OF 

JRMAN 
LCOLM 


—I  ah 


"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  slim  green  and  gold 
volumes  to  the  delight 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
'cents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 


Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

A  dinner  of  fortune  cookies" 
— Newsday 


iey  said  about  the  first  printing. 


r 

■  read  your  book,  and  it  was  delicious.  I  ate  it." 

Ann  Landers,  Daily  News,  New  York 

have  we  done  so  well  for  so  long  without  it? 
ttle  book  is  witty,  wise,  serene,  sometimes 
land  at  other  times  tipsy;  but  always  great, 
:  fc,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

ead  it  and  I  recommend  it  to  you  uncondi- 
ly.  It  is  a  terrific  book,  with  a  thousand  things 
ou'll  want  to  repeat  and  memorize  . . ." 
arry  Gray,  Radio  Station  WMCA,  New  York 

mlikely,  though  possible,  that  students  at  the 
con  and  Harvard  Business  Schools  will  wander 
gh  the  quad  with  this  little  green  book  open, 
>rizing  Forbes  capitalistic  pearls.  On  the  other 
maybe  they  should." 

John  Weisman,  Los  Angeles  Times 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fruit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 


r 


(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcolm".  My  check  for  $8.95  plus  95<t  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


~1 


Name 


(please  print) 


\ddress 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 
Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 
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"Dress  rehearsal!' 


After  a  career  of  running  a 
house,  Marie-Claude  Holz- 
berger  decided  to  run  her  own 
business,  "Marie-Claude."  Her 
one-of-a-kind,  hand-painted 
silk  originals  are  show-stoppers 
in  many  a  woman's  wardrobe. 


For  Marie-Claude  Holzberger  of 
Millbrook,  New  York,  it's  the  beginning 
of  a  new  lifetime.  New  lifetimes  are 
lived  with  Modern  Maturity,  the  maga- 
zine of  mature  America.  Modern  Ma- 
turity's circulation  right  now  is  15.8 
million,  up  incredibly  from  last  year's 


13  million.  For  mature  America 
this  is  the  life  of  their  time,  the 
time  of  their  life,  and  they  live 
it  with  Modern  Maturity.  Fot 
information  on  advertising  tc 
mature  America,  please  cal 
Peter  Hanson  at  (212)  599-188C 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


Capital  Markets 


MONEY  &  INVESTMENTS 


» Some  electric  utilities  have  found  a  clever 
i  way  to  sting  long-term  bond  buyers. 


DIRTY  TRICKS 


ty.  f 
;ing 


By  Ben  Weberman 


Used  to  be,  a  utility's  word  was  its 
bond.  If  it  borrowed  money  on  cer- 
tain terms,  it  stuck  by  them. 

It  doesn't  work  that  way  any 
more,  at  least  not  in  some  parts  of 
the  country.  The  treasurer  can 
make  fancy  promises  to  raise  mon- 
ey and  then  welsh  on  them.  Those 
promises  don't  count,  he  says.  I  had 
my  fingers  crossed  behind  my  back 
when  I  made  them. 

The  welshing  has  to  do  with  what 
is  known  as  call  protection.  When 
an  investor  buys  a  long-term  bond 
he's  taking  a  big  risk.  Interest  rates 
could  shoot  up,  and  he  would  be 
stuck  with  the  low  coupon  on  the 
bond  for  30  years.  In  return,  the 
investor  seeks  fair  treatment  if  rates 
go  the  other  way.  Then  he  wants  to 
be  able  to  collect  the  full  coupon  for 
a  while  before  the  bond  is  redeemed 
and  he  is  forced  to  reinvest  at  lower 
rates.  The  date  before  which  the 
borrower  is  not  permitted  to  redeem 
is  termed  "first  call  date."  Even 
then,  the  bond  usually  provides  that 
the  issuer  can  call  it  in  only  at  a 
specified  premium  over  par. 

In  the  latest  wrinkle,  some  com- 
panies, notably  Consumers  Power 
in  Jackson,  Mich,  and  Houston 
Lighting  &.  Power  (a  subsidiary  of 


Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


Houston  Industries),  have  figured 
out  how  to  waltz  around  these  call 
provisions.  The  issuers  use  a  certain 
clause  in  the  bond  indenture  that 
was  ostensibly  designed  to  protect 
investors  and  turn  it  into  a  weapon 
against  them.  The  clause  has  to  do 
with  redeeming  bonds  early  if  the 
value  of  the  utility's  property  is  de- 
clining— endangering  the  collateral 
behind  the  bonds. 

Houston  Lighting  used  the  clause 
in  February,  telling  holders  of  seven 
bond  issues  totaling  $667  million  of 
principal  amount  that  their  high- 
coupon  days  were  over.  The  utility 
didn't  exactly  call  the  bonds.  In- 
stead, it  set  up  a  "voluntary"  ex- 
change offer — and  then  put  a  gun  to 
investors'  heads.  It  said,  in  effect: 
Exchange  your  old  high-yielding 
bonds  for  new  low-yielding  bonds  or 
we  will  force  you  out  on  even  worse 
terms.  Original  buyers  of  these 
bonds  believed  they  were  callable 
only  at  prices  ranging  from  105  to 
110,  depending  on  the  bond,  and  at 
first  call  dates  ranging  to  1989. 

The  move  did  a  lot  of  damage. 
Some  bonds  that  would  have  been 
worth  116  if  the  utility  stood  by  its 
call  provisions  dropped  to  104,  ac- 
cording to  Eunice  Reich,  vice  presi- 
dent in  fixed  income  research  at 
Merrill  Lynch.  The  drop  in  value 
didn't  take  place  all  at  once.  These 
bonds  were  trading  with  a  cloud 
over  them  since  Houston  Lighting 
pulled  a  similar  trick  last  year. 

In  the  exchange,  bonds  with  cou- 
pons from  10V8%  to  \5Vs%  were 
turned  in  for  new  9%  bonds  due 
2017.  A  premium  ranging  from 
about  2  to  16  points  per  100  was 
also  given,  but  it  was  still  a  raw 
deal.  The  new  9s  are  trading  at  96% . 

What  does  Houston  Industries 


say  for  itself?  "Our  obligation  is  to 
get  the  lowest  cost  of  debt  and  keep 
our  costs  down,"  says  Treasurer 
William  Cropper.  "It  also  works  the 
other  way.  Quite  a  few  times  we 
have  been  hit  unexpectedly  by 
banks  and  other  financial  institu- 
tions which  have  jerked  our  chain 
and  raised  financing  costs,  raised  in- 
terest rates  or  did  other  acts  which 
we  did  not  anticipate." 

Sounds  like  the  law  of  the  jungle 
down  there.  Cropper  insists  that  the 
early-call  rule  was  spelled  out  in  the 
prospectus  when  the  original  bonds 
were  sold  in  the  1970s  and  early 
1980s.  Maybe,  but  you'd  have  to  be 
a  Philadelphia  lawyer  to  figure  out 
that  this  is  the  practical  effect  of 
provisions  having  to  do  with  pro- 
tecting bondholders  against  default. 
Anyway,  if  the  call  dates  can  be 
rendered  effectively  worthless,  why 
were  they  put  into  the  bond  inden- 
ture? It  doesn't  seem  to  be  a  decent 
way  to  treat  those  hardy  souls  who 
showed  their  faith  in  the  utility  and 
bought  and  held  these  bonds  while 
the  Doctors  Gloom  and  Doom  of 
the  financial  world  were  projecting 
20%  interest  rates. 

Consumers  Power  played  the  sur- 
prise redemption  game  in  March. 
There,  the  clause  used  to  subvert 
call  dates  had  to  do  with  sales  of 
utility  property.  Again,  the  ostensi- 
ble purpose  of  the  clause  was  to 
protect  bondholders  from  the  disap- 
pearance of  the  collateral  standing 
behind  the  bonds.  The  practical  ef- 
fect? Investors  who  thought  they 
had  15%  bonds  are  being  asked  to 
turn  them  in  for  some  9 'As. 

Are  any  bonds  safe?  Yes,  says  Pau- 
la Tomasetti,  senior  fixed  income 
analyst  at  Morgan  Stanley.  Bonds 
issued  by  Commonwealth  Edison, 
Pacific  Gas  &  Electric  as  well  as 
Potomac  Electric,  Toledo  Edison 
and  Texas  Electric  can't  be  called 
earlier  than  their  stated  call  dates. 
The  Commonwealth  13s  of  2012, 
trading  at  112,  yield  7.25%  to  first 
call  in  1989 — and,  in  the  event  rates 
rise  sharply  and  the  bonds  are  not 
refunded,  will  pay  7.7%  to  final  ma- 
turity. Pacific  Gas  123/4s  of  2017 
trade  at  125  and  yield  8.9%  to  first 
call  in  1995. 

Bond  investing  gets  more  difficult 
every  time  some  sharp  lawyer  or 
investment  banker  comes  up  with  a 
new  technique  to  do  something  not 
anticipated  in  the  original  inden- 
tures. The  days  of  writing  simple 
contracts  and  sticking  to  them  are 
long  gone.  ■ 


3FBES,  MAY  4,  1987 


173 


The  Big  Portfolios 


MONEY  &  INVESTMENTS 


With  interest  rates  up,  the  market  timers 
are  nervous,  but  the  stock  pickers  still find 
plenty  to  buy. 

STOCKS  FOR  THE 
DOWNSIDE 


By  Susan  Lee 


What  a  difference  a  few  hundred 
basis  points  make.  Before  the  recent 
break  in  the  bond  market,  money 
managers  were  slurping  up  any 
stock  that  didn't  twitch.  Now,  how- 
ever, with  interest  rate  forecasts  be- 
ing revised  upward — and  the  word 
"inflation"  being  whispered — a  few 
managers  are  talking  about  taking 
profits  in  highfliers  and  putting  the 
cash  into  stocks  that  won't  tank 
when  the  market  does.  These 
smarties  are  no  longer  worrying 
about  the  Dow  rolling  over  them  on 
the  upside.  They  are  more  con- 
cerned right  now  about  being  clob- 
bered by  a  couple-hundred-point 
bounce  on  the  downside. 

Consider  Gary  Helms  at  Criteri- 
on. He's  selling  his  disinflation 
plays  and  buying  stocks  that  he 
thinks  can  withstand  a  shakeout. 
He  mentions  three:  IBM,  Minnesota 
Mining  and  Johnson  &  Johnson. 
'They  will  be  good  stocks  on  the 
downside,"  he  says.  "And  they  will 
probably  mildly  outperform  the 
market  on  the  upside  because  they 
are  superior  companies  at  inferior 
multiples." 

Helms  expects  that  IBM  will  have 
a  lot  of  good  news  coming  out  over 
!  the  next  several  quarters,  and  he's 
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heartened  that  everybody  has  given 
up  on  it — portfolio  managers  and 
analysts  alike.  He  also  figures  that 
3M  will  start  reporting  some  good 
earnings.  As  for  Johnson  &  Johnson, 
Helms  admits  that  the  product  flow 
may  not  be  outstanding,  but  he  sees 
glimmers  of  good  news  in  Retin  A  (a 
skin  cream)  and  others.  "None  of 
this  is  going  to  put  me  in  the  portfo- 
lio managers'  hall  of  fame,"  cracks 
Helms,  but  he  clearly  would  rather 
be  safe  than  sorry. 

Jerry  Jordan  of  Hellman,  Jordan 
likes  high-multiple,  decent-quality, 
high-growth  technology  stocks.  He 
is  running  a  large  position  in  DEC, 
although  he's  putting  new  money 
into  other  tech,  such  as  Cray. 

Eugene  Sit  of  Sit  Investments  had 
taken  some  profits  in  drugs,  but  he 
thinks  they  have  been  beaten  up 
enough  to  look  attractive  again.  Sit 
will  wait  to  buy  them  back  after  the 
correction  that  he  figures  will  drive 
the  Dow  down  by  10%  or  so. 

Sit,  by  the  way,  had  taken  some 
profits  in  The  Limited  right  before 
the  Forbes  Apr.  6  cover  story  ap- 
peared. But  after  that  rather  unfa- 
vorable piece  pushed  The  Limited's 
price  down  10%,  he  went  back  in 
and  bought  it  all  back.  "I  guess  you 
could  say  that  I  am  appreciating 
Forbes  right  now,"  says  Sit.  Time 
will  tell  on  that  one. 

Since  the  market-timing  money 
managers  were  all  jawing  that  this 
market  was  hell  for  them  but  heav- 
en for  the  pure  stock  pickers,  I 
checked  in  with  two  money  runners 
who  are  noted  for  their  picks:  Miles 
Seifert  and  Mike  Steinberg.  Seifert, 
of  Gray,  Seifert,  doesn't  care  where 
the  market  is  going,  only  that  the 
companies  he  invests  in  have  good 
earnings  growth.  "I  dislike  energy, 


cyclical  stocks,  restructuring,  take- 
overs and  anything  Dan  Dorfman 
talks  about  on  TV,"  says  Seifert. 

Seifert's  largest  single  holding  is 
Hartford  Steam  Boiler,  a  leading  un- 
derwriter of  boiler  insurance  and 
provider  of  inspection  services. 

He  also  has  a  diversified  portfolic 
of  50  regional  banks.  Seifert  argues 
that  owning  a  good  solid  regional 
bank  in  a  growing  state  is  almost 
like  stealing,  and  better  than  own- 
ing a  zero  coupon  bond — particular- 
ly if  Congress  passes  a  national 
banking  law  by  1990.  "You  get  a  3% 
dividend,  the  chance  these  banks 
will  increase  their  book  value  10%. 
to  12%  annually  and  a  balloon  at 
the  end  of  1990— and  with  a  nation- 
al banking  law,  these  regionals  will 
sell  about  2V2  times  book,"  he  says. 

Seifert  likes  Puget  Sound  Nation- 
al Bank  in  Tacoma,  Dauphin  Depos- 
it Corp.  in  Harrisburg,  Pa.  and  Mer- 
cantile Bankshares  in  Baltimore.  He 
is  also  one  of  the  largest  owners  of 
Hawaiian  banks;  there,  he's  up  for 
First  Hawaiian,  the  holding  compa- 
ny for  First  Hawaiian  Bank,  oldest 
financial  institution  in  the  islands. 

Mike  Steinberg,  of  Steinberg  As- 
set Management,  continues  to  be 
hot  for  tanker  companies.  He  fig- 
ures the  tanker  cycle  will  turn  by 
the  end  of  next  year — at  the  latest — 
because  scrappage  will  have  re- 
duced the  fleet  to  80  million  tons, 
about  in  balance  with  demand,  cur- 
rently running  at  78  million  tons. 
Moreover,  he  sees  a  nice  shortage 
situation  when  the  demand  for  Mid- 
dle Eastern  oil  picks  up. 

Steinberg's  biggest  position  is 
Bergesen  Group,  a  Norwegian  com- 
pany traded  on  the  Oslo  exchange. 
(And  it  should  be  traded  on  the  Lon- 
don exchange  by  the  end  of  this 
year.)  Bergesen  operates  9  VLCCs 
(very  large  crude  carriers),  1 1  LPG 
(liquefied  petroleum  gas)  carriers 
and  a  fleet  of  bulk  carriers.  "Their 
management  is  first-rate,  and  it's  a 
financial  powerhouse;  it's  the  Cad- 
illac of  the  business,"  he  says. 

Clearly,  not  all  money  runners 
are  taking  fright  from  the  specter  of 
stepped-up  inflation  and  plumper 
bond  yields.  And  those  who  have 
kept  their  nerve  and  are  still  buying 
no  longer  expect  that  a  rising  Dow 
will  bail  them  out  of  bad  invest- 
ments. The  talk  once  again  is  about 
the  merits  of  specific  stocks  as  op- 
posed to  the  thrills  of  a  bull  market. 
After  all,  what  low  interest  rates 
have  giveth,  higher  interest  rates 
can  swiftly  taketh  away.  ■ 


174 


FORBES,  MAY  4,  1987 


ect  Portfi 


1 1 

'X 

-,• 

ion 
i 
al 


Spend  10  minutes  with  Fidelity 
Experts...  FREE. 


::: 
:•■ 

::. 

Jde 

:A 


n 

x 
•-. 

ft 
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Does  where  you  live  have  an  effect  on 
your  love  life?  The  evidence  says  yes. 

THE  WELL-MARRIED 
MANAGER 


By  Srully  Blotnick 


To  many  of  its  managers,  IBM 
stands  for  "I've  been  moved."  But 
the  computer  giant  isn't  alone  in 
regularly  transferring  personnel. 
The  practice  is  so  common  that  the 
majority  of  American  executives 
have  lived  in  a  variety  of  cities  by 
the  time  they  are  in  their  40s.  It  is 
part  of  the  price  of  success. 

However,  it's  worth  asking: 
Which  cities  are  good  for  your  mar- 
riage and  which  ones  aren't? 

We  put  this  question  to  3,719 
managers  in  the  first  three  months 
of  1987.  The  sample  consisted  of 
people  who  had  lived — as  part  of  a 
married  couple — in  at  least  three 
cities  for  a  period  of  a  year  or  more. 
The  median  income  of  the  sample's 
members  is  $68,000;  their  median 
age,  47.  Since  men  have  been  trans- 
ferred more  often  than  women,  at 
least  until  now,  approximately  64% 
(2,382)  of  the  executives  included 
are  male,  while  36%  (1,337)  are  fe- 
male. The  median  number  of  cities 
they  have  lived  in  is  4.1.  They  are 
also  frequent  travelers,  taking  a  me- 
dian 23  business  trips  per  year. 

How  do  the  largest  cities  rate?  On 
a  5-point  scale,  from  1  (a  difficult 
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place  to  be  happily  married)  through 
3  (neutral)  to  5  (a  healthy  environ- 
ment for  a  marriage),  New  York 
scored  a  disappointing  2.1.  Why? 
The  most  representative  comments 
of  sample  members,  in  condensed 
form,  are  that  "marriages  in  New 
York  don't  fail  because  of  mortal 
emotional  wounds  suffered  in  conju- 
gal combat;  they  die  of  neglect.  Usu- 
ally a  two-career  couple,  the  part- 
ners become  so  caught  up  in  their 
work,  they  have  less  and  less  time 
for  one  another.  Eventually  they  be- 
come estranged,  roommates  sharing 
the  same  living  space,  but  each  an- 
noyed at  running  into  the  other  at 
home.  Their  minds  are  always  else- 
where, so  they  start  saying  to  them- 
selves about  their  spouses,  'What  are 
you  doing  here?  I  didn't  invite  you 
into  my  bed  or  bathroom.'  " 

Los  Angeles  has  a  comparably 
low  rating:  2.3.  How  come?  A  sum- 
mary of  the  replies  indicates  that 
"L.A.  is  almost  as  difficult  a  place  in 
which  to  be  happily  married  as  New 
York,  but  for  a  different  reason. 
Many  women  in  L.A.  are  so  attrac- 
tive, they  could  get  the  heads  on 
Mount  Rushmore  to  turn."  The  fe- 
male members  of  the  sample  ex- 
pressed similar  thoughts  about 
some  of  the  men  they  had  met. 
There  is  just  too  much  temptation. 

Leisure  has  as  much  to  do  with  it 
as  looks.  "In  New  York  there  are 
wealthy  women  who  don't  work, 
but  you  don't  notice  them.  In  L.A. 
you  do.  They're  very  visible,  driving 
expensive  imports,  often  with  the 
top  down.  Many  of  the  moneyed 
men  are  tanned,  look  relaxed,  enjoy 
long  lunches  and  appear  not  to  have 
a  care  in  the  world.  That  sure  doesn't 
describe  the  wealthy  men  who  are 
movers  and  shakers  in  New  York.  In 


other  words,  attractive  men  and 
women  look  and  act  available  in 
L.A.,  while  in  New  York  they  seem 
more  caught  up  in  the  rat  race." 

So,  when  a  serious  marital  prob- 
lem surfaces  in  L.A.,  at  least  one — 
and  often  both — of  the  partners  be- 
comes convinced  that  "no  relation- 
ship is  worth  these  kinds  of  hassles. 
There's  too  much  else  for  me  to 
choose  from  that's  better." 

Say  this  for  New  York  and  L.A.: 
Both  are  improving  as  sites  for  satis- 
fying marriages.  Shifting  residential 
preferences  in  each  city  underline 
this  point  to  sample  members:  "The 
'in  spots'  in  L.A.  have  changed  dur- 
ing this  decade;  instead  of  Marina 
del  Rey  and  Venice,  Orange  County 
has  caught  on.  It's  the  same  in  New 
York,  where  the  Upper  West  Side  is 
now  almost  as  chic  as  the  Upper 
East  Side.  Being  a  'swingle'  has  lost 
much  of  its  glamour  in  recent  years, 
thanks  in  part  to  herpes  and  AIDS 
and  an  increasing  interest  in  family 
life.  Stylish  'singles  ghettos'  have 
been  invaded  by  marrieds,  and  are 
beginning  to  echo  with  the  cries  of 
babies.  Couples  with  children  are 
the  cutting  edge  determining  which 
areas  now  are  hot." 

Still,  New  York  and  Los  Angeles 
remain  relatively  difficult  settings 
for  most  marriages.  Which  cities 
scored  highest?  Top-ranked  by  a  hair 
was  Orlando,  with  a  4.7,  not  surpris- 
ing in  the  minds  of  sample  members 
since  it  has  Disney  World  and  the 
associated  businesses  as  major  local 
employers.  "The  place  has  the  right 
tone  and  feel  to  it,"  said  many  re- 
spondents. Philadelphia,  Pittsburgh 
and  Cleveland,  however,  were  right 
behind,  each  scoring  a  4.6,  and  that 
was  a  surprise.  As  sample  members 
explained,  "A  town  doesn't  have  to 
be  booming  economically  for  it  to  be 
a  good  place  to  raise  a  family,  though 
it  can't  be  falling  apart  completely, 
either.  People  in  Cleveland  and 
Pittsburgh  have  maintained  their 
willingness  to  work  and  fondness  for 
stability.  They  are  educated,  friend- 
ly— though  not  overly  so,  you  never 
get  the  feeling  you're  in  Dallas — and 
quite  down  to  earth." 

What  was  the  lowest-rated  city? 
Albuquerque,  with  a  1.8.  While  ac- 
knowledging that  it  has  some  good 
business  opportunities,  especially 
in  construction  and  real  estate, 
managers  didn't  like  the  effect  of 
this  town  on  their  children.  Their 
comments:  "You  can't  help  but  no- 
tice an  undercurrent  of  rebellion 
there,  one  that  is  stronger  than  that 
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found  in  any  other  major  U.S.  city. 
Teenagers  absorb  this,  and  it  makes 
them  a  bit  more  pugnacious — even 
five  to  ten  years  later — than  they 
would  be  if  they'd  been  raised  in 
Cleveland  or  Pittsburgh. 

"Albuquerque  is  torn  between 
wanting  to  be  part  of  the  business 
mainstream  and  having  a  separate 
Wild  West  culture  all  its  own.  The 
place  gives  you  a  sense  of  being  iso- 
lated, and  it's  more  antagonistic — 
in  a  quiet  way — than  other  large 
cities  to  people  transplanted  from 
one  of  the  northern  states  or  the 
East.  Making  friends  of  your  neigh- 
bors is  no  easy  task.  To  survive 
there,  your  marriage  better  be  pretty 
solid  to  begin  with." 

New  Orleans  was  seen  by  the 
sample  as,  in  some  ways,  Albuquer- 
que's opposite.  Yet  it  received  a 
score  of  only  2.5.  How  come?  Their 
view:  "With  energy-related  compa- 
nies hurt  and  shipbuilding  down, 
New  Orleans  is  trying  to  make 
more  money  from  tourism.  But  if 
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Geography  is  destiny 


The  effect  of  cities  on  marriage, 
ranked  from  1  (negative)  through 
3  (neutral)  to  5  (positive). 


Orlando 
Philadelphia 
Pittsburgh 
Cleveland 


4.7 
4.6 
4.6 
4.6 


Tampa/St.  Petersburg 
Cincinnati 
Baltimore 
Chicago 


4.4 
4.4 
4.3 
4.1 


Kansas  City 
Detroit 

Hartford/Stamford 
San  Diego 


4.0 

4.0 

3.9 
3.6 


Honolulu 
Phoenix 
Seattle 
Richmond 


3.5 
3.4 
3.3 
3.3 


Minneapolis 
Milwaukee 
Columbus 
San  Antonio 


3.3 
3.2 
3.2 
3.1 


Denver 
Atlanta 
Boston 
Miami 


3.0 
2.9 
2.8 
2.8 


Dallas 
Houston 
San  Francisco 
New  Orleans 


2.7 
2.6 
2.6 
2.5 


Washington,  D.C. 
Los  Angeles 
New  York 
Albuquerque 


2.4 
2.3 
2.1 
1.8 


this  city  pushes  that  'good-times' 
image  much  harder,  it's  going  to  get 
a  municipal  hernia.  Being  on  dis- 
play all  the  time  is  a  strain  for  a  city. 
Doing  it  day  after  day  divorces  you, 
first  from  your  emotions,  and  even- 
tually from  your  spouse." 

The  sample's  view  of  Dallas  (2.7) 
and  Houston  (2.6):  "Anyone  who 
tells  you  that  poor  people  fight 
about  money  more  than  affluent 
ones  do  never  overheard  the  blister- 
ing marital  battles  that  took  place 
in  Dallas  and  Houston  in  the  1970s 
and  1980s,  when  energy  prices  were 
soaring.  Couples  were  torn  apart  be- 
cause each  partner  came  to  believe 
that  every  dream — financial,  social, 
whatever — could  come  true." 

And  when  it  didn't?  "Then,  more 
than  in  other  major  U.S.  cities,  it 
was  thought  to  be  okay  to  point  a 
finger  at  your  spouse  and  say,  'It's 
your  fault.'  In  New  York  and  Los 
Angeles  that  line  doesn't  wash; 
you're  considered  responsible  for 
your  own  failures.  In  spite  of  the 
allegedly  high  value  placed  on  rug- 
ged individualism  in  Dallas  and 
Houston,  this  kind  of  scapegoating 
was — and  still  is — endemic." 

The  collapse  in  energy  prices  has 
actually  improved  the  outlook  for 
marriage  in  these  two  cities.  Even 
though  jobs  are  scarcer,  the  perfor- 
mance pressure  on  couples  has  de- 
creased. "Since  dreams  don't  be- 
come grandiose  nearly  as  often  now, 
it  isn't  as  necessary  to  find  a  scape- 
goat when  they  don't  come  true.  Be 
that  as  it  may,  having  the  'right' 
spouse  is  more  important  there 
than  it  is  elsewhere." 

The  city  about  which  there  was 
the  greatest  difference  of  opinion 
was  Denver,  which  scored  a  neutral 
3  as  a  result.  The  consensus  view: 
"When  husbands  and  wives  start  to 
fight  there,  the  disputes  usually  in- 
tensify fast.  The  same  sense  of  ad- 
venture and  individuality  that  made 
people  move  to  Colorado  in  the  first 
place  makes  each  say,  'Time  for  me 
to  hit  the  road — traveling  light  and 
alone — again.'  That  mentality 
makes  it  difficult  to  make  up  after  a 
quarrel.  You  feel  like  you're  com- 
promising your  love  of — and  com- 
mitment to — the  great  outdoors." 

No,  moving  to  another  city  won't 
save  a  bad  marriage,  nor  will  it 
wreck  a  good  one.  But  in  the  wide 
range  in  between,  where  you  live 
does  matter  significantly.  Cities 
may  look  alike  but  they  have  very 
different  effects  on  the  relationships 
people  have  while  living  there.  ■ 


The  Rio  Grande 
Cutthroat  Trout 
are  biting 
at  Forbes 
Magazine's 
400-square-mile 
Trinchera  Ranch 
in  the  Colorado 
Rockies-and 
you're  invited  to 
try  your  luck. 


One  of  the  rarest  sporting 
fish  in  the  U.S.,  the  Rio 
Grande  Cutthroat  Trout, 
-  as  well  as  the  Yellowstone 
Cutthroat,  Rainbow  and  Brook 
Trouts  are  all  native  to  our 
streams  and  waiting  for  dedi- 
cated and  amateur  anglers  to 
hook-up  with  'em  at  the  Forbes 
Trinchera  in  Southern  Colorado. 

For  full  details  on  how  you  can 

spend  a  few  spectacular  days 
(maybe  bring  a  favorite  client?) 
in  this  magnificent  setting,  call: 
Fishing  Manager 

Forbes  Trinchera 

Fort  Garland,  CO  81133 
303/379-3263 


Ranch 


)RRF<;   MAY  &  1087 
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Forbes  Market/ 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.007sq.  ft. 

Moaem  technology,  excellent  craftsmanship,  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard features  not  found  in  homes  selling  at  twice  the  once 

•  Fully  Insulated  •  Bullt-ln  Computer  Center 

•  Thermo  Pane  Windows  which  allows  the  home 

•  Cathedral  Ceilings         to  perform  many  func- 

•  Exterior  Decks  tlons  for  the  occupants. 

EAGLE'S  NEST  HOMES  is  seeking  one  disthct  representative  to  establish  retail  sales 

Protected  Territory  No  Real  Estate  License  Required 

Factory  Training  Investment  Secured  by  Model  Home 

Unlimited  Income  Potential 

Individual  selected  must  have  trie  ability  to  purchase  or  mortgage  a  $21,000  model  home. 
Home  may  be  lived  in  or  used  as  an  office. 

Call  Mr.  Farb 
Phone  #  (404)  479-9700 
P.O.  Drawer  1569.  Canton,  GA  30114-1569 


•  Quality  Construction 

•  FHA  and  VA  Accepted 

•  Interior  Design 
Flexibility 


REAL  ESTATE 


BUSINESS  OPPORTUNITIES 


ONCE-IN-A-LIFETIME 
OPPORTUNITY 

to  own  one  of  Wyoming's  most  scenic 
ranches.  Adjoins  Big  Horn  National  Forest 
for  4  miles.  7.200  acres,  all  deeded;  over 
1 ,000  irrigated  with  sprinkler  systems,  am- 
ple water  rights. 

Modem  equestrian  setup:  indoor  and  out- 
door arenas.  Three  modern  homes,  lots  of 
outbuildings  and  improvements,  all  in  very 
good  condition.  Three  live  streams  flow 
through  the  property,  providing  excellent 
fishing.  Deer,  elk,  and  antelope  are  plen- 
tiful right  on  the  ranch.  Hunting  is  out- 
standing. 

The  ranch  is  located  7  miles  northwest  of 
Buffalo,  Wyoming,  a  quiet  town  with  good 
schools,  up-to-date  hospital,  full-service 
airport  with  black-top  runway. 
Price  $2,600,000.  Owner  will  finance. 
Brochure  on  request. 

CLAIR  ROBINSON,  Realtor 
P.O.  Box  27— Buffalo,  WY  82834 
(307)  684-5571 


BE  RICH  &  FAMOUS 
EARN  $100,000+  YR. 

Join  America's  hottest  new  music 
and  video  program.  Imagine  your 
customers  buying  current 
records,  tapes  and  blank  video 
tapes  for  only  50e  (fifty  cents) 
each. 

•  EXCLUSIVE  TERRITORIES  AVAILABLE 

•  FULL  PART  TIME  •  COMPLETE 
TRAINING  PROVIDED  •  OVERRIDES. 
RESIDUALS  •  WORK  FROM  YOUR 
HOME  •  NO  EXPERIENCE  REQUIRED  • 
MINIMUM  INVESTMENT  AS  LOW  AS 
$750,000 

FEDERAL 

MUSIC  &  VIDEO  CLUB.  INC 
(305)  627-8677 
Mr  Kay  —  Anytime 


SARATOGA,  WYOMING— A  640- 
ACRE  retreat  17  miles  from  Saratoga, 
totally  surrounded  by  public  lands, 
nestled  at  the  confluence  of  two  sub- 
stantial mountain  streams.  An  attrac- 
tive log  lodge  and  cabins  in  good  con- 
dition with  all  amenities  has  provided  a 
base  camp  for  expeditions  into  the  sur- 
rounding mountains  by  2  major  univer- 
sities who  own  this  unique  property. 
The  property  has  been  ordered  sold  at 
$640,000  Contact  Hall  and  Hall, 
Inc.,  P.O.  Box  1924,  Billings,  MT 
59103  (406)  252-2155,  Exclusive 
Agent  for  the  Sellers. 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

...  If  you  have  a  sound,  successful 
business  background  with  high  past 
earnings,  can  easily  and  confidently 
communicate  with  business  leaders 
and  you're  in  a  position  to  call  your  own 
shots.  Utilize  your  talents  to  the  utmost 
in  a  fast  moving,  challenging,  profes- 
sional business  We  are  seeking  only 
that  individual  who  can  relate  to  earning 
$250,000  and  more  per  year.  Complete 
training  and  continuous  support  pro- 
vided We  are  a  17-year-old  interna- 
tional loan  finance  corporation  seeking 
directors.  $9,800  refundable  deposit 
will  be  reguired.  Principals  only. 

Call  518-765-2016 


BUSINESS  OPPORTUNITIES 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  700  others  have,  ask  them. 
Call  today  for  free  information 

Prtnttrtg  Ccntars 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS,  CA  92653-1347. 
CALL  1-800-854-3321 


15.000  BUSINESSES 
«QU  FROM  COAST 

TO  COAST 
No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
M*\    Toll  Free  800-327-9630 
V>/  in  Fla  call  800-533-4663 


NO  WAY 

is  the  energy  crisis  over! 
Why  not  use  the  crisis  to  earn 
SERIOUS  MONEY 
by  selling  newly 
patented  product. 

800-344-9725  ext.  866 
800-338-7277  ext.  866  (in  Ohio) 


FINANCIAL  SERVICES 

r  IMMEDIATE  CASH  ^ 
FOR 

ACCOUNTS  RECEIVABLE 

NO  RED  TAPE— NO  DELAY 

TOWERS 
CREDIT  CORPORATION 

A  subsidiary  of  TFC  Towers 
Financial  Corporation,  on  OTC  Company 

200  Madison  Avenue 
New  York,  NY  10016 

212-696-0505 

Outside  New  York  State 

^    800-553-3322  j 


FRANCHISING 


FRANCHISE 


Your  Business 


FRANCHISE  CONSULTING  GROUP.  INt 

101  DerOy  Slreel.  Hingham  MA  02043I 
In  Mass  (617)  740-2211 
Outside  Mass  (800)  358-801 1 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savingi 

With  a  bargain  sale  to  a  chanty,  our  cash! 
purchase  +  your  income  tax  sav  ings  gn 
you  a  substantial  Financial  return 
Airplanes.  Real  Estate  &  Motor  Vehicle 

AMERICAN  INSTITUT 
800-826-6840 
FL:  305-772-5773 


MISCELLANEOUS  FOR  Sfl 

INVESTMENT  GEMSTONfl 
GUARANTEED  LIQUIDITY 

Free  wholesale  catalog  Satisfaction! 
for  20  years!  Member: 

Jewelers  Board  of  Trade 
Chamber  Commerce 
HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville.  Kentucky.  42345 
TOLL  FREF  1-800-626-8352 


FORBES 
MARKET/CLASSIFIES 

is  published  in  the  first  issue 
each  month.  Advertising  cU 
ing  date  is  one  month  preq 
ing  date  of  issue. 

Frequency  discounts  av< 
able.  Payment  must  acco| 
pany  order  unless  from  i 
credited  agency. 

FOR  A00ITI0NAL  INF0RMATI0H 
WRITE  OR  CALL: 

UNDA  LOREN 
FORBES  MARKET/CLASSIF! 

60  Fifth  Avenue/New  York.  NY  Ifjj 

(212)  620-2440 


Hunt  your  own  40  acres. 
Plenty  of  game  in  these  hills! 
$30,000  and  up.  l%  down. 
9%  financing. 

Call  303-379-3263 
Forbes  Wagon  Creek  Ranch 
Box  303 
Ft.  Garland,  CO  81 133 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

♦Total  paid  circula- 
tion: 720,000 


♦195,636  serve  on 
their  companies' 
board  of  directors 

♦348,480  are  in  top 
management  positions 


♦248,584  serve  on 
boards  of  one  or 
more  companies 

♦Average  household 
income:  $138,935 


♦709,920  own 
securities.  Average 
value:  $717,798 

♦Average  Net  worth: 
$1,146,363 


forbes  Market/ 


AUCTION 


AUCTION 


ESTATE  AUCTION 

SATURDAY,  MAY  9,  11:00  AM-SUNDAY,  MAY  10,  1:00  PM 

Our  May  Auction  features  a  prominent  Dallas  Estate  .  .  .  includes 
fine  French  furniture,  Continental  porcelains,  fine  Oriental  carpets, 
oil  paintings,  18th  and  19th  Century  English  furniture,  marble  and 
bronze  statuary  and  more!  Over  750  lots!  We  are  the  Southwest's 
leading  gallery  for  Fine  Art  and  Antiques .  .  .  located  only  45  minutes 
East  of  D/FW  Airport. 

CALL  (214)  226-1520  FOR  FREE  COLOR  BROCHURE 

CLEMENTS 

ANTIQUES  AUCTIONEERS  SINCE  1938 
"The  Southwest's  Premier  Auction  Gallery" 


INTERSTATE  20  EAST 
AT  FARM  RD.  740  EXIT 


ST.  LIC.  # 
TXE-018-006795 


FORNEY,  (DALLAS) 
TEXAS 


RCHANDISE  WANTED 


WANTED: 

:d  IBM  Selectric  typewriters 
with  correction  feature. 
Call  Stephen  Katz 

(212)  831-6500. 


•RINTING  MAILING 


T  LAST!  All  your  printing, 

F"  hop  and  envelope  needs  from 
one  reliable  source 


I  OB 


mil 


-6800 
3400 


THE  KING 
ORGANIZATION 


IG  LITHOGRAPHERS  •  KING  MAIL 
NVEL0PE  •  KING  DIRECT  RESPONSE 
KING  GRAPHICS 


OFFICE/COMPUTER  SUPPLIES 


Save  40%-80% 
on  all  your 
computer  &  office 
supplies! 


Choose  from 
24,680  items.. .all 
priced  at  1 5% 
over  dealer's 
cost!  90,000 
customers  know 
us  for  low,  low 
prices. 

For  info,  call 
(312)  256-7140 

DISK  WORLD!,lnc. 
629  Green  Bay 

Wilmette  IL  60091 


FORBES  BINDERS 


MERCHANDISE 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
1  $1  per  unit  postage  card 
andling.  Send  check  to: 
>SE  (ONES  BOX  CORP. 
>ept.  FB,  P.O.  Box  5120 
'hiladelphia,  PA  19141 
3r  call  1-800-972-5858 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC  ■  —the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drionic  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Send  for 
free  information. 
Clinical  studies 
available  to  physicians 

GENERAL  MEDICAL  CO 
Oept  FOB  2 
1935  Armacosl  Ave 

Los  Angeles,  CA  90025 


WINE  CELLARS 


WINE  CELLARS 


WlNECELLARS-USA    m  % 

High-Quality  •  American  Made 
Lifetime 'Warranty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  /rom  600  •  20,000  Bottles 
Standard  Features  Wood  Construction*lndividual  Bottle  Nesting  ^mfi 
5  Vr  Warranty  on  Compressor+Uniform  Temperature  &  Humid- 
ity and  Proper  Aeration9  1 20  VAC  operation'So  Special  Wiring 

Retail  Your  Cost  MB 

440  Bottle  (Pictured)  $2495  $1495 

880  Bottle  Twin  Unit   4495  2795 

Earn  $  1 00  or  more  commission  on  sales  from  your  leads . 

Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

rare  wines  &  other  cellars,  we  are  licensed  wine  merchants — Call 

Olympic  Sales  C  O.  Since  1947 

839S.LaBreaAve.,  Los  Angeles,  C  A  90036  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    »    We  Ship  Anywhere. 


NATIONWIDE  CATERING 


EXECUTIVE  GIFTS 


Need  a  caterer 
.  .  .  anywhere? 

I  One  call  will  put  you  in 
touch  with  our  network  of 
over  600  professional 
licensed  caterers  nationwide. 

Our  members  are  the 
leaders  in  their  area.  They 
will  successfully  serve 
your  needs,  whether  it's  a 
grand  opening  gala,  a 
corporate  special  event,  a 
company  picnic  for 
thousands  or  a  boardroom 
luncheon  for  two.  Let  us 
simplify  your  job  of 
locating  the  right  caterer 
for  the  right  job. 
National  Institute  for 
Off  Premise  Catering 

l«800-633«7736 


CUSTOM 
STAND-UP  DESK 


3X14  Fondren,  Houston,  Texas  770W 
(713) 975-4721 
Outside  Texas  1  -KOO-M5-20o5 


EXECUTIVE  SERVICES 


COMPUTER  SOFTWARE 


QUANTix  Portfolio  Evaluator 

3  0  Version.  5  Quantitative  Valuation 
Models.  Cash  Flow,  Diversification, 
What-lf  Analysis  Track  Performance, 
Commissions,  Sold  Positions.  Down- 
load/Upload Data.  Multiple  Portfolios 
IBM/Clones  $395.  (800)  247-6354. 

5900  N.  Port  Washington  Rd.. 
Milwaukee,  Wisconsin  53217 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  Ve"  |or 
state  widtlil  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94 1 3 1        |41S|  MS-* 1 00 


FITNESS/RECREATION 


WINE  INVESTMENT 

LIQUID  ASSETS 
AN  ALTERNATIVE 

A  BOOK  BY 
WM.  SOKOLIN 

HOW  TO  INVEST  IN 
RARE  WINES— MAY 
SEND  $25  TO  CD  DESIGN 
20  W  77  NX,  10024,  N.Y. 


FREE  ROWING  INSTRUCTIONS 
AND  VIDEOTAPE. 

Try  the  best  aerobic  exercise  and  have  some 
fun  on  the  water  too.  Let  us  assist  you  in 
selecting  from  the  finest  shells  and 
ergometers,  to  meet  your  needs.  Free  rowing 
instructional  video  to  all  shell  purchasers  We 
ship  to  any  continental  U  S  location  Call  or 
write  today  ROW  HOUSE,  4  Maple  Grove, 
Westport,  Connecticut  06880  (203)  222-0055. 


Forbes: 
CapitalistTooP 


The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  D  re  man 


Ignore  what  the  practitioners  of  technical 
black  magic  say  about  the  market  drop, 
here  are  three  stocks  that  still  look  good. 

OF  WIZARDS  AND 
SOOTHSAYERS 


toms.  The  results  were  amazingly 
consistent.  Near  the  bottom  of  ma- 
jor breaks  or  corrections,  about  80% 
of  technicians  advised  their  sub- 
scribers to  sell;  near  major  peaks,  a 
similar  number  advised  staying 
fully  invested.  A  better  contrarian 
indicator  would  be  difficult  to  find. 

What  is  new  is  that,  for  the  first 
time,  the  record  of  the  buy  and  sell 
recommendations  of  the  nation's 
leading  market  letter  writers  has 
been  analyzed  over  a  long  period  of 
time.  The  majority  of  these  are 
technically  oriented. 

The  results?  God-awful.  The  data 
were  compiled  for  the  Wall  Street 
Journal  by  Mark  Hulbert,  who  spe- 
cializes in  analyzing  the  perfor- 
mance of  market  letters.  The  let- 
ters, many  of  which  are  accompa- 
nied by  a  hotline  service,  tell 
subscribers  what  to  do  day  to  day, 
and  sometimes  hour  by  hour,  for 
annual  rates  of  up  to  S500  or  more. 

Hulbert  has  measured  the  total 
return  of  the  ten  leading  advisory 
services  for  the  five  years  ending  in 
1986  and  found  the  records  to  be 
completely  inconsistent.  A  service 
could  earn  an  "A"or  "B"  for  its  ad- 
vice for  a  year  or  two  and  then  drop 
to  an  "E"  or  an  "F"  for  the  next 
three  years,  or  vice  versa. 

Taking  the  measurement  a  step 
further,  I  compared  the  letter  wri- 
ters' returns  to  the  S&P's  500  over 
the  same  period.  Only  one  of  the  ten 
leading  services  beat  the  S&P's  500. 
The  average  return  of  the  top  ten  in 
the  current  bull  market  was 
80.4%— a  solid  45%  under  the 
S&P's  146%  return.  (By  compari- 
son, money  managers,  who  have 
been  severely  chastised  for  under- 
performing  the  market  in  recent 
years,  returned  122%,  or  50%  more 


Step  right  up,  folks,  and  peer  into  the 
future.  The  technical  superstars, 
never  shy  to  express  an  opinion,  will 
tell  you  exactly  how  steep  the  mid- 
April  decline  will  be.  They  will  use 
their  black  magic  to  foretell  the  fu- 
ture— and  if  you  doubt  their  ability, 
just  read  or  listen  to  the  media  hype 
all  too  often  accorded  these  medi- 
cine men.  Step  right  up,  folks.  .  .  . 

These  are  happy  days  for  the 
chartists  and  their  ilk.  No  respect- 
able brokerage  house  would  be 
caught  dead  without  at  least  one 
reputed  wizard  aboard,  and  some  of 
the  bigger  houses  have  platoons. 
The  market  letter  business,  domi- 
nated by  technicians,  is  also  coining 
money  at  a  record  clip.  Do  they  de- 
serve their  accolades?  Hardly.  Fol- 
lowing their  advice,  as  I  will  ex- 
plain, is  a  sure  way  of  watching  your 
capital  melt  away. 

Forbes  ran  a  feature  on  techni- 
cians a  few  years  back  that  analyzed 
several  of  the  leading  forecasters' 
records  and  concluded  they  were 
poor.  Over  the  years  I  have  run  a 
number  of  charts  in  this  column  on 
the  accuracy  of  the  advice  letter 
writers  at  market  peaks  and  bot- 

Dcuid  Dreman  is  managing  director  of 
Dretnan  Value  Management  Inc.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


than  the  letter  writers.) 

If  technical  analysis  has  so  f n 
quently  fallen  on  its  face,  why  an 
there  so  many  believers  ready  u 
canonize  each  new  wizard  with  i 
hot  hand,  like  Robert  Prechter,  tin 
Elliot  Wave  king?  The  answer  ij 
simple  and  discouraging:  People,  in 
eluding  people  in  the  media,  havi 
short  memories.  One  or  two  spec 
tacularly  lucky  calls  and  they  lioru 
lze  the  caller. 

Truth  is,  in  financial  markets  s 
year  or  two  is  far  too  brief  to  mak« 
any  reasonable  judgment  of  a  fore 
caster's  ability.  In  a  short  period  it'! 
pure  chance  who  has  the  hot  hand 
The  person  can  be  a  90-day  wonde 
fresh  out  of  a  brokerage  traininj 
course  trading  risky  index  options, « 
commodity  trader  or  a  technician 
Eventually  they  all  blow  out.  Nc 
option  or  commodity  program — ano 
there  have  been  thousands  over  the 
years — has  stood  the  test  of  time 
The  same  applies  to  technicians 
Thousands  have  tried  and  beer 
washed  away.  They  have  cost  inves 
tors  far  more  through  what  is  con 
sidered  legitimate  advice  than  all  oi 
the  investment  scams  and  dishon 
est  arbs  put  together. 

Unfortunately,  most  people  can- 
not pass  up  the  temptation  to  bet  on 
a  hot  streak,  particularly  when  it  ia 
reinforced  by  media  hype.  Avoiding 
the  temptation  is  essential  to  youi 
investment  success. 

Having  said  all  this,  I  must  admit 
that  I  haven't  the  vaguest  idea  whal 
will  take  place  in  the  market  tomor 
row,  next  week  or  next  month,  but  1 
feel  fairly  certain  that  the  stocks 
below  should  work  out  over  time. 

The  auto  stocks,  in  spite  of  theii 
recent  run,  are  still  well  behind  th 
market.  Chrysler  (53)  showed  record 
earnings  last  year  of  $9.47  a  share.  It 
trades  at  a  P/E  of  6  and  yields  2.8% 

Ford's  (85)  performance  has  been 
outstanding  in  the  last  few  years 
Earnings  have  moved  from  the  red 
in  the  early  1980s  to  a  record  SI 2.32 
last  year.  A  slower  car  year  will  1m 
pede  Ford's  results  by  about  10%  in 

1987,  with  record  earnings  likely 
again  in  1988.  The  stock  trades  at  ai 
P/E  of  7  and  yields  3.5%. 

The  property/casualty  industry  is 
showing  a  sharp  turnaround.  Sr.  Paul 
(43)  is  a  well-managed  underwriter 
whose  earnings  more  than  tripled 
last  year.  They  should  show  a  gain 
of  about  50%,  to  a  new  high  this 
year,  with  a  further  increase  in 

1988.  St.  Paul  trades  at  a  P/E  of  12 
and  yields  4% .  ■ 
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You'll  find  us  right  in  the  heart  of  America  the  beautiful 
nestled  in  the  rolling  hills  of  magnificent  Missouri 


Forbes  Magazine,  through  its  af- 
filiate, Sangre  de  Cristo  Ranches, 
Inc.,  presents  Forbes  Lake  of 
the  Ozarks.  Over  12,000  acres  of 
playland  that  stretches  along  the 
fabulous  Lake  of  the  Ozarks. 

The  90-mile-long  lake  boasts 
over  1,200  miles  of  shoreline,  chock- 
full  of  fish,  fun  and  a  once-in-a- 
lifetime  recreational  opportunity  for 
you  and  your  family. 

It's  still  one  of  the  country's  best 
kept  vacation  secrets.  For  genera- 
tions, Missourians  and  tuned-in 
Midwesterners  have  come  here  to 
watch  their  young  people  catch 
their  first  largemouth  bass,  learn  to 
sail,  water-ski  and  spend  glorious 
summers  in  and  around  that  special 
world  of  boats.  At  Forbes  Lake  of 
the  Ozarks,  we  preserve  this  way  of 

'Prices  subject  to  change  without  notice. 


life.  A  great  place  for  vacations  and 
also  for  year-round  retirement  living. 

If  you  love  to  spend  your  life  by 
the  water,  you  owe  it  to  yourself  and 
those  closest  to  you  to  come  share 
this  secret.  Get  away  from  the  rat 
race.  Go  back  to  the  country.  To 
clean  air.  To  quiet  days  and  family 
fun.  It's  time  to  come  home  to  your 
own  special  place.  To  Forbes  Lake  of 
the  Ozarks. 

For  as  little  $60  a  month,  choice 
land  near  the  lake  can  be  yours. 
Prices  start  at  $6,000*  for  our 
minimum  one  acre  lots,  with  in- 
terest at  9%.  It's  an  opportunity 
you  won't  want  to  miss.  Just  call 
or  write  for  complete  details  with 
no  obligation.  Better  yet,  come 
see  us.  We'd  love  to  call  you 
neighbor. 


Forbes  Lake  of  the  Omrks 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 

Name  


Address 


City/State/Zip 
Telephone  


>  I 

CO 


or  phone  816/438-2801 


i  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  |udged  the  merits  or  value,  if  any,  of  this  property  Equal 
■J  Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  nol  constitute  approval  of  the  sale 
•  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  fhe  merits  of  such  offering  A  copy  of  the  offering  statement  is  avail 
St.  from  Sangre  de  Cristo  Ranches  Inc  NYA86-153 


Streetwalker 


How  fair  the  shares? 

Fairchild  Industries  is  in  a  tailspin. 
Big  writeoffs  in  1985,  and  now  the 
Air  Force  has  grounded  Fairchild's  T- 
46A  trainer  aircraft.  Fairchild  (sales, 
$643  million)  will  shut  its  Farming- 
dale,  N.Y.  plant  dedicated  to  the  plane 
and  lay  off  some  2,800  workers.  Enter 
the  asset  players.  In  March  money 
manager  George  Soros,  whose  funds 
already  own  11.5%  of  Fairchild's  14.3 
million  common  shares,  asked  per- 
mission to  increase  his  stake  to 
49.9%.  lohn  Templeton's  funds  hold 
8.6%.  The  latest  rumor,  unconfirmed, 
is  that  Oppenheimer-Palmien  Fund, 
run  by  workout  expert  Victor  Pal- 
mien,  has  built  a  large-but-under-5% 
position. 

What's  Fairchild,  currently  trading 
around  13%,  worth?  Chief  Executive 
Emanuel  Fthenakis  (pronounced 
Thuh-NACK-usl  recently  told  a  group 
of  money  managers  that  he  hopes  to 
raise  S170  million  (S12  a  sharel  over 
the  next  two  years  by  selling  the  for- 
mer T-46A  plant,  a  division  that  man- 
ufactures commercial  turboprop  air- 
craft and  other  assets.  The  proceeds 
will  help  reduce  Fairchild's  S169  mil- 
lion debt  load  and  leave  Fairchild  with 
small  but  promising  businesses — 
electronics,  avionics  and  communica- 
tions equipment,  aerospace  fasteners 
and  tooling  for  the  plastics  industry. 
Some  money  men  who  attended 
Fthenakis'  presentation  tell  Street- 
walker Fairchild  is  worth  S18  to  S20  a 
share  as  a  breakup,  a  nice  premium  to 
current  market. — TJ. 


Penalizing  success 

As  part  of  its  restructuring  to  escape 
Wickes  Cos.,  Owens-Corning  Fi- 
berglas  has  cut  back  on  research  and 
development  spending  (Forbes,  Mar 
23)-  Yet  OCF,  a  debt-heavy  company, 
commands  roughly  the  same  P/E 
multiple  on  prospective  earnings  as 
does  competitor  CertainTeed  Corp., 
which  is  in  far  better  shape  financial- 
ly. What  gives? 

Like  Owens-Corning,  $1.1  billion 
(sales)  CertainTeed  is  a  leading  manu- 
facturer of  fiberglass  products.  Hugh 
Denison  of  the  Milwaukee  Co.  has 
decided  there  is  greater  opportunity  in 
the  lesser-known  CertainTeed.  Deni- 
son thinks  productivity  gains  at  Cer- 
tainTeed will  help  earnings  grow  12% 


Edited  b>  Thomas  Jaffe 

to  16%  over  the  next  few  years.  Mean- 
while, the  Valley  Forge,  Pa. -based 
company  has  been  doing  some  re- 
structuring of  its  own.  Since  1984  it 
has  shut  five  roofing  plants  and  quit 
the  commercial  roofing  business. 
Now  it  is  trying  to  shape  up  its  piping 
business  as  well. 

CertainTeed's  R&D  hasn't  been 
cut.  It  can,  moreover,  call  on  the  tech- 
nology of  France's  highly  regarded 


Putting  cioini  CertainTeed  insulation 
The  stock,  looks  like  a  lay-up. 


Compagnie  de  Saint-Gobain,  which 
owns  57%  of  the  19-milhon-odd 
shares.  Also  unlike  OCF,  CertainTeed 
doesn't  have  much  debt.  In  fact,  it 
began  1987  with  S168  million,  nearly 
$9  a  share,  in  cash  and  equivalents. 

Denison  estimates  it  will  generate 
$6.35  a  share  of  cash  flow  this  year, 
over  S3  a  share  of  which  will  be  free 
cash  flow.  So  at  a  recent  price  of  355/s, 
the  stock  sells  for  only  5.6  times  esti- 
mated 1987  cash  flow.  It's  cheap  on 
earnings,  as  well — iust  10  times  the 
S3. 50  a  share  that  Denison  is  looking 
for  this  year. 

The  only  negative:  According  to  a 
recent  newspaper  article,  a  survey  of 
fiberglass  workers  employed  in  the 
industry  more  than  30  years  ago  found 
they  had  a  slightly  higher  level  of  lung 
cancer  than  the  balance  of  the  popula- 
tion. But  no  formal  link  between  fi- 
berglass and  cancer  was  established, 
and  analyst  Denison  doesn't  expect 
any  near-term  effect  on  CertainTeed's 
shares.  He  has  a  strong  buy  recom- 
mendation on  the  stock. — T.J. 


Will  Sam  play  it  again? 

Last  fall  Streetwalker  speculated 
that  CBI  Industries  Inc.  was  ripe 
for  a  takeover  (Forbes,  Sept  22.  1986). 
Right  on  cue,  in  December  GAF 
Corp.'s  Samuel  Heyman  revealed 
GAF  owned  9.9%  of  the  Oak  Brook, 
111. -based  construction  and  industrial 
gas  outfit. 


But  if  Heyman  was  looking  for 
quick  turn,  he  has  been  disappomte 
GAF  bought  its  2  million  CBI  shar< 
at  an  average  $26.21  each.  CBI  brief 
rose  to  $33,  then  pulled  back  and  lat 
ly  was  at  $28  and  change. 

For  the  moment,  Heyman  is  preo 
cupied  with  Borg-Wamer.  He  recent 
bid  S3. 2  billion  for  the  80%  he  doesn 
already  own.  But  that  doesn't  mean  I 
has  lost  interest  in  CBI.  The  comp 
ny's  engineering  and  constructic 
business  is  moribund,  but  Heyman 
eye  is  on  CBI's  industrial  gas  busines 
Liquid  Carbonic.  The  gas  divisic 
contributes  around  half  of  CBI's  salt 
and  supplies  carbon  dioxide  gases  1 
the  beverage,  food  processing  ar 
chemical  industries. 

Gas  profits  have  been  flat,  pnmani 
because  CBI  is  reinvesting  practical) 
every  penny  of  Liquid  Carbonic 's  cas 
flow  in  expanding  the  business.  Or 
longtime  follower  of  CBI  says  the  oj 
eration  is  a  jewel.  Heyman  tried  1 
buy  Union  Carbide's  Linde  industri; 
gas  division  some  years  back  an 
knows  the  industrial  gas  business. 

Our  source  familiar  with  CBI  cor 
tinues  to  estimate  the  company 
breakup  value  at  up  to  $40  a  shar 
That's  nearly  40  times  likely  198 
earnings,  but  a  much  more  reasonabi 
10  times  last  year's  cash  flow. — T.J. 


Switch  course 

Streetwalker  recently  recommenc 
ed  shorting  the  shares  of  GC. 
Corp.,  the  builder  of  semiconductc 
manufacturing  equipment  (Forbe. 
Mar  9).  It  was  then  trading  at  l7/s,  bu 
our  source  figured  GCA's  forthcon 
ing  recapitalization,  achieved  throug 
a  rights  issue,  would  trigger  enormou 
dilution.  It  was  a  timely  call.  GCA 
recent  price  was  25  cents. 

The  time  may  now  have  come  to  g 
long  GCA.  The  rights  expired  Apr.  ( 
and  the  company  is  preparing  for  a  1 
for-50  reverse  split  that  should  reduc 
the  number  of  shares  to  about  9. 
million.  The  company,  under  nei 
management,  still  has  good  techno, 
ogy  and  recently  mtroduced  the  late; 
generation  in  its  line  of  equipment  fc 
pnnting  chips.  The  reconstructed  ba! 
ance  sheet  is  nearly  debt-free,  an 
GCA  has  considerable  tax-loss  carr> 
forwards  and  tax  credits. 

Prudential-Bache  analyst  Stephe: 
Balog  likes  GCA.  He  admits  that  it 
backlog  is  still  low.  But  he's  betrin 
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jCA's  bookings  will  start  to  improve 
n  late  1987  and  will  get  markedly 
etterin  1988.  Semiconductors,  Balog 
ays,  are  within  a  few  quarters  of  tuni- 
ng up. 

At  a  price  of  25  cents  a  share  (or 
bout  $12.50  post-split),  Balog  thinks 
|he  market  has  more  than  discounted 
e  chance  that  GCA  can't  recover, 
"hough  he  expects  the  company  to 
ase  30  cents  a  share  (post-split)  this 
ear,  he's  looking  for  earnings  of  $1.65 
i  1988. 

Widows,  orphans  and  the  risk- 
verse  should  keep  clear,  but  specula- 
tors who  can  stand  the  loss  might 
ake  a  look.— T.J. 
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A  huge  vacuum  cleaner" 

Iff  ark  Feldman  of  New  York's 
VA  Rossrock  Co.,  who  uncovered 
ne  hidden  value  in  two  smallish  util- 
m  .y  holding  companies,  Michigan  En- 
|rgy  Resources  and  NUI  Corp.,  has 
one  it  again.  But  this  time  he's  raised 
is  sights  to  a  big  one:  Teco  Energy, 
ic,  the  $902  million  (revenues)  elec- 
ic  utility  holding  company  that 
*'  ferves  the  Tampa  Bay  region. 

Teco  has  been  a  particular  institu- 
onal  favorite  because  it  has  no  nu- 
ear  exposure.  Teco  mines  or  buys 
?d-  oal  in  Kentucky,  transports  it  down 
e  Mississippi  on  company-owned 
arges,  then  transfers  the  coal  to  its 
03i  wn  oceangoing  barges  for  transport 
cross  the  Gulf  to  Tampa,  where  the 
^"tility  burns  it  to  fire  its  plants. 
:  Teco's  chief  asset  is  its  100%  con- 
|:ol  of  Tampa  Electric  Co.  Last  year 
L  'ampa  Electric  paid  Teco  $94  million 
'  ri  dividends,  but  Teco  passed  along  to 
^-  jhockholders  only  $70  million.  If  Teco 
^■jKere  to  pay  it  all  out,  Feldman  esti- 
K|pates  it  could  raise  its  dividend  to 
jp.32  a  share,  from  its  $2.68  declared 
jfividend.  At  Teco's  recent  share  price 
"ll  jyf  about  41,  that  would  increase  the 
'"meld  from  the  current  6.5%  all  the 
ft»ay  to  8.1%. 

?  Just  idle  number-crunching?  Hard- 
*  tt'.  "Look  at  Teco  as  a  huge  vacuum 

■  r leaner  sucking  cash  out  of  its  sub," 
I  ddman  says.  He  is  convinced  that 

•ic  additional  earnings  will  eventual- 
-  I'  pass  to  shareholders  and  that  Te- 

■  jo's  other  businesses  have  hidden  val- 
-I  es.  He  values  the  barge  business,  net 

■  \  { debt,  at  $4  a  share;  the  coal  assets  at 

■  2  a  share.  Add  free  cash  in  the  hold- 
ujfig  company,  marketable  securities, 

jlie  aftertax  value  of  overfunded  pen- 
cil on  assets  and  the  exercise  of  out- 
Landing  options,  and  it  all  comes  to 
liore  than  $65  a  share — nearly  60% 
move  market. — T.J. 


Being  the 
#2  no-load 
mutual  fund 
isn't  bad. 


Especially 
when  you're 
also  #  1. 


Twentieth  Century's  Select  Investors  and  Growth 
Investors  were  recently  rated  the  #1  and  #2  no-load 
mutual  funds  in  the  country  by  Lipper  Analytical  Services 
for  their  performance  over  a  15 -year  period  ending  March 
31,  1987*  To  learn  more  about  the  winning  performance  of 
Twentieth  Century's  family  of  10  funds,  just  call  or  write 
for  a  free  prospectus.  Please  read  the  prospectus  carefully 
before  investing. 


Call  toll-free: 


1-800-345-2021 


Please  send  a  free  prospectus  to: 


Name_ 


Address 


uty  

l      State   Zip  

FBS  P.O.  Box  419200,  Kansas  City,  MO  64141-6200 

No-Load,  No-Minimum  Mutual  Funds 


'This  ranking  reflects  past  performance,  and  is  not  a  projection  for  the  future 


AD  DC  C     \HV  1  1007 


Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Abercrombie  &  Kent  International   149 

Acceleration    132 

Acmat    132 

The  Addison  Report   110 

Adidas   74 

Air  France    149 

Allegis  (United  Air  Lines)    140 

Allied  Bancshares   128 

Allied-Signal   144 

American  Banker   46 

American  Empire  Surplus  Lines    132 

American  Express    46,  140,  149 

American  Home  Products    142 

American  Motors    187 

American  Natural  Beverage   82 

AMR  lAmencan  Airlines)   12,  58,  140 

Am  way    156 

Arthur  Andersen   56 

Anheuser-Busch   82,  142 

Apple  Computer   156 

Arbitron  Ratmgs    133 

Arnhold  &  S.  Bleichroeder    109 

Associated  Press   116 

AT&T    136 

Douglas  Austm  &  Associates    121 

Avia  Group  International   74 

Avon  Products    110 

N  W  Ayer  18 

Baker  International   33 

Ball   44 

Banc  One    121 

Bank  of  America   140 

Baxter  Travenol  Laboratones   12 

Becton,  Dickinson  68 

Bergesen  Group    174 

Best  Products  75 

Beverage  Digest    82 

Big  East  Conference    162 

Bik  Bok  Gruppen   109 

Blackfeet  Indian  Wntmg   68 

Boeing   35 

The  Bombard  Society   149 

Borden   164 

Borg-Warner   182 

Briggs  &  Stratton  8 

Bristol-Myers  |Clairol)    142 

British  Airways    149 

Brunswick  68 

BSD  Medical  10 

Bullish  Consensus    110 

Butcher  &  Singer   1 10 

Caldor   75 

Campbell  Soup    142 

CBI  Industries   182 

CBS    162 


CertamTeed   182 

Chase  Manhattan    110,  140 

Chicago  Corp   121 

Chicago  Tribune   140 

B  C.  Christopher  Secunties   10 

Chrysler    10,  53,  110,  156, 

162,  180,  187 

Cigahotel    149 

Cigna   132 

Circle  K  68 

Citicorp   140 

Cleveland  Indians    162 

Clini-Therm    10 

Coca-Cola   68,  110,  128 

Coca-Cola  Enterprises   8 

Cole-Taylor  Financial  Group    121 

Commonwealth  Edison    173 

Comp-U-Card  International    140 

Compagnie  de  Saint-Gobain   182 

ConAgra   159 

Consumers  Power   1 73 

Continental  Illinois    121 

Thomas  Cook   140 

T.C.  Coombs    109 

Coopers  &  Lybrand   56 

Coming  Glass  Works   144 

Cray  Research    1 74 

Crazy  Eddie    142 

Criterion    174 

Crystal  Brands    15 

CS.M  Upscale  Discounting   75 

Daihatsu   8,  52 

Dailey-Thorp  Travel    149 

Dauphin  Deposit   174 

J.  David   56 

Delacorte  Press/Seymour  Lawrence    19 

Deloitte  Haskins  &.  Sells  56 

Denny's  46 

Deutsche  Bank  Capital    133 

Digital  Equipment    156,  174 

Walt  Disney   156,  176 

Donaldson,  Lufkin  &  Jenrette    133 

Dorsey  44 

Dow  Jones   116 

Dow  Jones  Wall  Street  Journal)   110,  180 

Drexel  Bumham  Lambert   156 

Eastman  Kodak   83 

Emerson  Electric    187 

Ernst  &  Whinney   56 

ESPN   162 

Exchange  National  Bank    121 

Exxon   33 

Fairchild  Industries   35,  182 

Federal  Express   124 

Fidelity   159 


First  Brands  

First  Chicago   li 

First  Colonial  Bankshares   1] 

First  Deposit  1| 

First  Hawaiian  l) 

First  Illinois   11 

First  of  America    li 

First  United  Financial  Services    1! 

Foot  Locker  i 

Ford  Motor   10,  180,  li 

Frequent  Flyer  Magazine    l\ 

Fuji  Heavy  Industries  52,  J 

Fuji  Photo   ( 

GAF  ll 

E.&J.  Gallo  Winery   1 

GCA  1 

GE   35,  ll 

General  Dynamics   35,  i 

General  Mills   

General  Mills  (Red  Lobster)   li 

General  Motors    10,  156,  li 

Global  Marine   1! 

Goldman,  Sachs   58,  U 

Grand  Metropolitan  (Inter-Continental)  U 

Grant's  Interest  Rate  Observer    li 

Gray,  Seifert   1 

Greenwood  Trust   ' 

Grumman   i 

Hanes   

Hartford  Steam  Boiler    1] 

Hayden  Stone   1 

Hellman,  Jordan   1] 

Hershey  Foods   1} 

Hilton  Hotels   l| 

Hoechst  \ 

Holiday  1 

Home  Depot   J 

Honda  Motor  

Houghton  Mifflin  

Houston  Industries    ll 

Hughes  Tool   I 

E.F.  Hutton    1 10,  li 

Hyatt  I 

Hyundai  Motor  '.  52,  ! 

IBM   35,  156,  174,  1 

Insiders  1 

Instinet   li 

International  Community  < 

Investment  Dealers  '  Digest   1 

Isuzu   52,  i 

ITT  \ 

ITT  (Sheraton)   ! 

Japan  Air  Lines   11 

Johnson  &  Johnson    156,  1] 

Jones  &  Kolb  I 


184 


FORBES,  MAY  4,  198 


mart  48,  75 

ng  Ranch   33 

;i)matsu  Zenoah   8 

'odo  News  Service    116 

.  ne  Financial    121 

I Salle  National  Bank    121 
venthol  &  Horwath  56 

"le  Limited   174 

le  Limited  (Lemer  Storesl    14 

ckheed   35 

rd,  Abbett    110 

*V  35,  110 

nch,  lones  &  Ryan    110 

anville    110,  132 

asterCard  46 

azda    10 

:Donnell  Douglas  35 

;Graw-Hill    116 

i:dical  Electronics  Corp  of  America   10 

rcantile  Bankshares    1 74 

mil  Lynch    173 

nropolitan  Life    142 

chigan  Energy  Resources    183 

r.lwaukee  Co   182 

(jinesota  Mining  &  Manufacturing    174 

scher   128 

vid  B.  Mitchell   149 

Dntgomery  Securities   46,  82 

nrgan  Stanley    58,  83,  109 

110,  133,  173 

How   48 

umm   19 

tual  Life  Insurance  Co 

f  New  York   8 

tional  Card  Control   140 

vajo  Agricultural  Products 

industries   68 

ID  Bancorp   121 

i  w  England  Consulting  Group   142 

w  Generation  Investments    110 

i  wmont  Gold   8 

vsday   40 

'York  Times   18 

:e  74 

kkei   110,  116 

pon  Cargo  Airlines   124 

ippondenso   52 

>san  Motor    10,  52 

:mura  Securities   53,  110 

rthrop  27,  35 

rthwest  Airlines    124 

n   183 

•  1  Court  Savings  &  Loan   40 

penheimer-Palmien  Fund   182 

»anization  Resources  Counselors    10 


Owens-Corning  Fiberglas    182 

Pacific  Gas  &  Electric   1 73 

Paine  Webber  Group    162 

Pan  Am    149 

Paradise  Resort  Hotel    128 

Jean  Patou   164 

Paul,  Weiss,  Rifkind,  Wharton 

&  Garrison   66 

Peat,  Marwick,  Mitchell  56,  62 

Pennzoil  33,  1 70 

PepsiCo  (Pizza  Hut)    136 

Perdue  Farms   142 

Piedmont  Aviation   162 

Polaroid  83 

Potomac  Electric   173 

Price  Communications   133 

Price  Waterhouse   56 

T.  Rowe  Price    110 

Prudential  Securities  Group    182 

Puget  Sound  National  Bank    174 

Puma   74 

Rauscher  Pierce  Refsnes    1 10 

Red  Pages   68 

Reebok  International   74 

Reliance  Group  Holdings    124 

Resort  Associates    128 

Reuters   116 

RJR  Nabisco    142,  156 

Rockwell  International   35 

Rossrock    183 

Runner's  World    74 

Runzheimer  International    140 

Salomon  58 

San  Diego  Padres   162 

Sanyo  Securities    159 

Charles  Schwab   159 

Scott  Davenport  Farms  1987    10 

Sears,  Roebuck   46 

Sears,  Roebuck  (Dean  Witter 

Reynolds  |   6 

Service  Merchandise    75 

Signalert   1 10 

I.M.  Simon   110 

Sit  Investments    174 

Skadden,  Arps,  Slate, 

Meagher  &  Flom  82 

SmithKline  Beckman   145 

SMR  Research   46 

I.M.  Smucker   142 

Sofitel  56 

Source  Telecomputing   159 

Spear  Financial  Services    159 

Spirit  Novelties    136 

Sports  Arenas   56 

St.  Paul   180 


Starrett  Housing  40 

Steinberg  Asset  Management    174 

Stillman,  Friedman  &  Shaw  66 

Subaru  of  America   53 

Sumitomo  Bank    159 

Sumitomo  Electric  Industries    144 

Taittinger   149 

Taiwan  Vespa   52 

Tandem  Computers    8 

Teco  Energy   183 

Telerate   162 

Templeton  funds   182 

Tetley  Tea   82 

Texaco   33,  170 

Texas  Electric   173 

Texas  Instruments    144 

Texas  Monthly    128 

Tiger  International    124 

Toledo  Edison   1 73 

Toronto  Blue  Jays   162 

Toshiba    10 

Touche  Ross   56 

Toyota  52 

Trading  Co   159 

Trafalgar  House  (Cunard  Line)    149 

Trump  Organization   56 

Trusthouse  Forte    149 

Unibilt   40 

Union  Carbide   12,  182 

United  Coastal  Insurance    132 

United  Parcel  Service   124 

United  Technologies  (Pratt 

&  Whitney)   35 

UNUM  8 

Upjohn    144 

USLife    110 

Utilities    140 

The  Vanguard  Group    15 

Vernon  Savings  &  Loan  Association   32 

Vestnes  Fonds   109 

VIP  Scandinavia    109 

Visa   46 

VMS  Realty    56 

Wal-Mart   75 

Wellington  Management    110 

Wells  Fargo   22 

Wendy's  International    142 

Wesray  Rent-A-Car  (Avis)    149,  162 

Westinghouse  Electric    12 

Weyerhaeuser    145 

WFS  Financial    75 

Wickes    182 

Williamson-Dickie  Manufacturing   128 

Arthur  Young   56 

Zayre  48 


Forbes  Presents  The 
Best  of  The  Good  Life 
In  Our  Best  Selling 
Issue  of  The  Year! 

Issue  Date:  Forbes  400  Oct.  26, 1987 
Closing  Date:  August  31,  1987 

Forbes,  long  recognized  for  providing 
important  business  information  that 
often  helps  build  fortunes,  will  exam- 
ine how  successful  professionals  en- 
joy their  wealth  in  a  special  advertis- 
ing supplement.  "The  Best  of  Every- 
thing," appearing  in  the  1987  Forbes 
400  Richest  Americans  issue,  is  a 
unique  opportunity  for  advertisers  of 
superior  quality  products  and  ser- 
vices to  reach  a  powerful  consumer 
market. 

"The  Best  of  Everything"  will  high- 
light the  high  life  of  rich,  upscale  con- 
sumers. Forbes  will  conduct  a  year- 
long search  for  the  best  resorts,  auto- 
mobiles, apparel,  jewelry,  airlines,  investments,  rec- 
reation, entertainment,  and  other  personal  and 
household  assets.  The  text  will  examine  the  quality  and 
overall  appeal  that  make  these  products  and  services 
"The  Best"  in  their  categories  and  part  of  the  affluent 
lifestyle. 

The  Best  List  and  The  Rich  List 

In  the  company  of  the  Forbes  400  Richest  Americans, 
"The  Best  of  Everything"  will  provide  unique  insight 
into  how  the  monied  set  spends  its  riches.  As  Forbes' 


biggest  issue  of  the  year,  it  offers 
tended  visibility  and  longevity  thro 
advertising  and  promotion  c 
paigns,  plus  bonus  newsstand  di 
bution  totaling  150,000  copies, 
plement  advertisers  receive  addit 
al  merchandising  support  in  the  f 
of  free  reprints  of  the  section 
reader  service  card  listing. 

The  Best  Consumer  Audienc 

Your  message  in  "The  Best  of  Ev 
thing"  will  reach  Forbes'  wealthy  c 
sumers  who  have  substantial  bu> 
power.  Forbes  reaches  nearly  2.6 
ion  total  affluent  readers  and  a  t 
guaranteed  circulation  of  720,000 
Forbes'  subscribers 

•  One  in  every  3.5  are  millionaires 
Average  household  income 
$139,000 

Average  net  worth  is  $1,1 46, 36c 

y*  78%  own  two  or  more  cars. 
•  67%  hold  valid  passports. 

•  91%  are  college  educated. 

•  75%  serve  or  drink  nationally  advertised  liquor. 
Sources:  Don  Bowdren  Associates,  1985;  MMR,  1986 

"The  Best  of  Everything"  may  be  your  best  opport 
ty  to  reach  these  highly  affluent  and  upscale  readei 
1987  For  additional  information  on  this  special  ad 
tising  supplement, 
please  call  Arnold 
J.  Prives  at  (212) 
620-2224,  or  con- 
tact your  Forbes 
representative. 
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The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

rom  the  issue  of  May  1,  1927) 

It  is  practically  impossible  to  find 
i  ay  reasonably  good  precedent  for  the 
usiness  conditions  of  any  one  date, 
oubtless  the  first  thing  to  do  is  to 
cognize  that  all  past  sequences,  cy- 
les  or  chains  of  developments,  no 
latter  how  regular  they  appear,  have 
een  more  or  less  matters  of  chance. 

trade  barometer  or  index  number 
Drtraying  any  phase  of  business  may 
_;peat  the  same  series  of  movements 

|i»r  fifty  years  and  then  suddenly  stop 
Ding  so." — Paul  Clay,  Moody's 
Investors  Service 
Mo  fewer  than  207  individuals  admit- 
:d  net  incomes  of  $1  million  or  over 
n  fiscal  1 926]  contrasted  with  only  75 
the  previous  year.  This  beats  the 
evious  (1916)  record  by  one.  At  the 
:her  end  of  the  scale,  the  figures  are 
jually  impressive.  Marked  decreases 
ere  shown  in  the  number  reporting 
le  lowest  incomes,  whereas  increases 
ere  universal  among  those  receiving 
ver  $5,000." 

he 

The  long-anticipated  coal  strike  in 
le  union  bituminous  fields  is  finally 
rider  way,  but  the  cessation  of  pro- 
action  in  these  fields  has  not  yet 
6H|toused  the  stir  or  aroused  public  inter- 
t  as  might  have  been  expected.  In 
le  first  place,  the  strike  affects  only 
lie  union  fields,  which  produce  not 
huch  more  than  35%  of  the  country's 
tal  output  of  soft  coal.  In  the  second 
ace  not  all  of  the  miners,  even  in 
lese  fields,  have  gone  on  strike,  since 
any  individual  working  agreements 
ive  been  executed. 


ifty  years  ago 

*-om  the  issue  of  May  1,  1937) 

n  1929  there  were  four  corporate 
lain  stores  to  every  three  which 
ere  members  of  voluntary  chains, 
ow,  there  are  eight  voluntaries  to 
'ery  three  corporate  chain  units." 

)p0 

!Wany  things  have  happened  [in  Her- 
ley,  Pa.]  in  the  last  two  months.  A 
lion  was  formed  in  March,  a  sit- 
)wn  strike  was  held  in  April,  force- 
1  eviction  of  the  strikers  soon  fol- 
&  i  wed,  and  sit-downers  were  mauled 
id  beaten  as  they  surrendered  and 


Paced  by  the  '62  Rambler,  American  Motors  almost  edged  Chrysler  in  market  share 


left  the  factory. 

"Why  did  these  workers  want  to  join 
a  union  in  the  first  place?  Hershey  has 
long  been  considered  'the  ideal  indus- 
trial community.'.  .  .  Yet,  in  spite  of  all 
[that],  the  large  majority  of  workers 
want  to  organize.  Before  the  strike, 
nearly  2,100  of  the  2,400  employees 
favored  the  union.  The  workers  admit 
it;  the  company  admits  it." 

Twenty-five  years  ago 

(From  the  issue  of  May  1,  1962) 

"Chrysler,  down  from  20%  of  the 
market  in  1957  to  12%  last  year,  can 
hardly  be  classed  with  Ford  or  GM. 
Instead,  Chrysler  is  more  nearly  in  the 
class  of  middling-size  American  Mo- 
tors, which  has  gone  up  as  Chrysler 
has  gone  down.  By  the  end  of  the  first 
quarter  Chrysler's  output  was  less 
than  20%  higher  than  American's. 
The  score:  American  Motors,  120,269 
cars;  Chrysler,  143,111." 

"When  two  companies  merge,  the 

buyer  presumably  goes  over  its  pur- 
chase with  a  fine-tooth  comb.  Why, 
then,  do  so  many  merger  programs 
turn  out  to  be  highly  indigestible? 
The  answer  is  simple,  says  one  merg- 
er-minded executive,  President  Wal- 
lace R.  Persons  of  St.  Louis'  Emerson 
Electric  Co.:  'Too  much  emphasis  on 
sales  growth,  too  little  on  profits  and 
good  management.'  " 


Ten  years  ago 

(From  the  issue  of  May  1,  1977) 

"Some  people  might  be  bearish  over 
the  market  because  of  the  threat  of 
inflation  or  high  interest  rates  or  col- 
lapses by  banks.  Overdone!  All  over- 
done! Listen  to  me:  I  haven't  seen 


stocks  selling  this  cheap  in  40  to  50 
years.  I'm  not  talking  about  junk.  I'm 
talking  about  Big  Board  companies. 
Hundreds  of  them — at  four,  five,  six 
times  earnings." 

— Wall  Street's  David  J.  Greene 

"In  1972  we  imported  29%  of  our  oil; 
this  year  we  will  import  about  50%. 
In  1972  we  spent  $4.6  billion  for  for- 
eign oil;  this  year  we  will  spend  nearly 
$40  billion.  In  1974  and  1975  Ameri- 
can energy  use  declined.  Last  year  it 
jumped  4.6% — and  will  likely  jump 
an  equal  amount  this  year." 


A  Forbes  1977  cartoon  notes  the  quiet 
cutting  of  the  once  sacred  prime  rate 

"Banking  is  currently  so  competitive, 
the  demand  for  credit  so  slack,  that 
many  of  our  major  banks  are  now 
currently  undercutting  their  own 
prime  rate.  Forbes  has  confirmed  that 
at  least  four  large  money-center 
banks — in  New  York  and  Chicago — 
are  offering  short-term  domestic 
loans  for  less  than  the  published  6'/4% 
prime  rate.  " 


Man  never  rises  to  great 
truths  without  enthusiasm. 
Vauvenargues 


If  you  aren't  fired  with 
enthusiasm,  you  will  be 
fired  with  enthusiasm. 

VlNCE  LOMBARDI 


If  a  drunkard  in  a  sober-fit  is 


Thoughts 

on  the  Business  of  Life 


the  dullest  of  mortals,  an 
enthusiast  in  a  reason-fit 
is  not  the  most  lively. 
Herman  Melville 


What  man  knows  only  through 
feeling  can  be  explained 
only  through  enthusiasm. 
Joseph  Joubert 


He  too  serves  a  certain  purpose 
who  only  stands  and  cheers. 
Henry  Adams 


When  you  have  found  out  the 
prevailing  passion  of  any  man, 
remember  never  to  trust  him 
where  that  passion  is  concerned. 
Lord  Chesterfield 


Enthusiasm  is  not  always  the 
companion  of  total  ignorance; 
it  is  often  that  of 
erroneous  information. 
Voltaire 


You  will  do  foolish  things, 
but  do  them  with  enthusiasm. 
Colette 


Zeal  is  fit  only  for 
wise  men,  but  is  found 
mostly  in  fools. 
Thomas  Fuller 


There  are  incompetent 
enthusiasts,  and  they 
are  a  mighty  dangerous  lot. 
Georg  C.  Lichtenberg 


Often  a  convert  is  zealous 
not  through  piety,  but  because 
of  the  novelty  of 
his  experience. 
Austin  O'Malley 


Some  people  feel  as  if  it  us  egotistic 
to  be  enthusiastic  about  their  own 
powers  or  their  own  goods  or  their 
own  services — that  good  goods  or 
good  services  ought  to  sell  themselves. 
But  they  don't.  In  America  people  are 
judged  largely  by  what  they  think  and 
say  about  themselves,  and  even  these 
statements  are  discounted  a  little. 
Wljat  have  you  that  you  have  a  right  to 
be  enthusiastic  about? 
B.C.  Forbes 


Enthusiasts  soon  understand 
each  other. 
Washington  Irving 


I  prefer  the  errors  of  enthusiasm 
to  the  indifference  of  wisdom. 
Anatole  France 


Enthusiasm,  n.  A  distemper  of 
youth,  curable  by  small  doses 
of  repentance  in  connection 
with  outward  applications 
of  experience. 
Ambrose  Bierce 


Exuberance  is  Beauty. 
William  Blake 


I  have  repressed  all  my 
enthusiasms;  but  they  exist, 
they  constitute  my  reserves, 
my  unexploited  resources, 
perhaps  my  future. 
E.M.  Cioran 


More  than  6.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50 per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  enthusiasm  of  old  men 
is  singularly  like 
that  of  infancy. 
Gerard  de  Nerval 


Once  you  have  turned 
enthusiasm  into  ridicule, 
there  is  nothing  left 
but  money  and  power. 
Madame  de  Stael 


Vitality  shows  in  not  only  the 
ability  to  persist  but 
the  ability  to  start  over. 
F.  Scott  Fitzgerald 


Nothing  is  as  irritating  as  the 
fellow  that  chats  pleasantly 
while  he's  overcharging  you. 
Kin  Hubbard 


A  Text . . . 

But  it  is  good  to  be  zealously 
affected  always  in  a  good 
thing,  and  not  only  when  I 
am  present  with  you. 
Galatians  4:18 


Sent  in  by  Sara  Smith,  Portland,  Ore. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Enthusiasm  is  good  material  for 
the  orator,  but  the  statesman 
needs  something  more  durable 
to  work  in. 

James  Russell  Lowell 


All  passions  exaggerate:  it  is 
because  they  do  that  they 
are  passions. 
Nicolas  Chamfort 


Through  zeal,  knowledge  is 
gotten,  through  lack  of  zeal, 
knowledge  is  lost. 
Buddha 
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BellSouth  is 

where  the  action  is 


It's  happening  now.  It's  happening  fast.  It's  economic  growth  and 
business  opportunities.  And  it's  all  happening  in  the  nine  Southeastern 
states  of  the  BellSouth  region. 

In  the  next  ten  years,  population  will  boom  at  a  rate  44%  faster  than 
the  rest  of  the  nation;  new  jobs  will  be  created  at  a  rate  20%  faster  than 
the  national  average. 

In  the  next  ten  years,  there  will  be  over  4  million  new  housing  starts 
and  about  4  million  new  jobs.  Real  personal  income  in  the  region  will 
rise  by  2.9%  per  year,  compared  to  2.7%  for  the  nation. 

The  BellSouth  management  team  is  prepared  to  capitalize  on  this 
growth.  They're  committed  to  forward-looking  business  strategies  and 
new  technologies.  And  they're  determined  to  stay  ahead  of  the  grow- 
ing need  for  state-of-the-art  products  and  services  to  meet  customer 
needs  in  an  expanding  marketplace. 

Selective  acquisitions  are  a  part  of  BellSouth's  growth  plans. 
BellSouth  is  already  involved  in  new  business  opportunities  that  will 
lead  to  even  greater  revenues  nationally  and  internationally 

BellSouth  not  only  is  in  the  midst  of  the  action  but  is  helping  to 
make  it  happen. 


The  BellSouth  family  of  companies  provides  tele- 
communications, information  systems  and  publishing 
services  through  South  Central  Bell.  Southern  Bell 
BellSouth  Services  and  BellSouth  Enterprises. 


BELLSOUTH 


To  learn  more  about  BellSouth,  contact  your  broker  or  write: 
E.Spradlin,  Director  of  Investor  Relations.  BellSouth  Corporation. 
"  West  PeachtreeSt,  NE,  Atlanta.  Georgia 30375. 404-420-8136. 


Shaping  the  future  of  telecornmunicatioasr 


Is  your  idea  of  skincare 
a  bar  of  soap 
and  a  razor? 


It's  time 


LAUDER1 
FOR  MEN 

Skin  Comfort  Lotion 


We  know  that  skincare  hasn't  exactly  been  at  the 
top  of  your  priority  list.  So  we're  going  to  make 
this  simple.  Just  smooth  a  little  Skin  Comfort  Lotion 
on  after  you  shave  and  its  lightweight  formula 
will  work  to  bind  moisture  into  your  skin, 
improve  its  elasticity  and  help  increase  the  rate 
of  cell  renewal.  Your  skin  will  feel  smoother, 
look  better.  We  made  it  just  that  easy.  Because  we 
knew  you  wouldn't  have  it  any  other  way. 


Skin 

Comfort 
Lotion 


Has  your  bank 
ever  delivered  money 
as  much  as  200  points 

belowLIBOR? 


Other  issuers  for  which  Bankers 
Trust  has  carried  out  financings  at 
rates  below  LIBOR  include  Philip 
Morris,  for  which  we  were  co-book 
runner  on  a  $100  million  three- 
year,  fixed-rate  Eurobond  issue 
that  was  swapped  into  floating  rate 
dollars.  The  issue  was  part  of  a 
refinancing  program  related  to 
Philip  Morris'  acquisition  of 
General  Foods. 


I 


^  True,  the  credit 
m      was  an  extra- 
ordinarily  good 
■  one:  SEK 
M  (Swedish 
H  Export  Credit), 
s       Even  so,  the 
t    H   rate  was  an 
<    H  extraordinarily 
low  one:  more 
than  200 
basis  points 
below 
LIBOR. 
It  was 
the 

lowest  cost  Eurobond/ swap 
issue  ever  done. 

That's  typical  of  the  kind 
of  performance  Bankers  Trust 
delivers  in  the  global  capital 
markets.  Performance  that  reg- 
ularly lowers  borrowing  costs 
for  issuers,  or  increases  yield 
for  investors. 

What's  behind  this 
performance? 

First  and  foremost,  it's  the 
ability  of  our  capital  markets 
specialists  to  structure  innova- 
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tive  transactions  that  perfectly 
match  the  needs  of  clients  with 
the  demands  of  the  market.  In 
the  past  year  alone,  they've 
developed  the  forward  swap. 
The  coupon  option  swap.  The 
minimum  and  maximum  inter- 
est rate  swap.  The  currency 
option  swap.  And  a  host  of 
others. 

Such  innovation  springs,  in 
part,  from  the  total  integration 
of  the  people  within  the  capital 
markets  organization — the  swapf 
experts,  options  and  futures 
specialists  and  Eurobond  origi 
nators — with  those  in  trading 
and  syndication.  At  Bankers 
Trust,  they  talk  across  desks, 
not  across  departments. 

Equally  important  is  the 
integration  of  our  worldwide 
capital  markets  locations,  sup- 
ported by  our  global  distribu- 
tion network. 

Easing  the  process  even 
more  is  our  proprietary  soft- 
ware and  information  systems 
which  allow  us  to  complete 
even  the  most  complicated  trans 
actions  with  unusual  speed  and 
at  low  cost. 


BankersTrust  has* 


Small  wonder,  then,  that  in 
a  recent  Euromoney  poll,  corpo- 
rate and  sovereign  swaps  users 
worldwide  voted  Bankers  Trust 
to  be  the  very  best  overall  per- 
former in  the  swaps  market.  Bar 
none. 

Today,  as  worldwide  mer- 
chant bankers,  Bankers  Trust 
enjoys  a  commanding  position 
in  investment  banking,  corporate 
finance,  and  money,  securities 
and  currency  trading.  Since  we 
have  no  vested  interest  in  any  of 
these  forms  of  financing,  we  can 
select,  combine  or  modify  them 
in  ways  that  best  suit  our  cus- 
tomers' needs.  So  an  increasing 
number  of  clients  are  looking  to 
us  for  services  like  these: 

Structured  Finance — 
Bankers  Trust's  leadership  role 
as  provider  of  senior  debt  in  ac- 
quisitions and  other  structured 
financings  is  complemented  by 
its  ability  to  structure  and  place 
subordinated  debt  and  equity. 

Private  Placements — 
Bankers  Trust  completed  more 


than  $5  billion  of  corporate  pri- 
vate placements,  master  notes 
and  medium-term  CDs  in  1986, 
putting  us  among  the  leaders  in 
this  form  of  financing. 

Eurosecurities — As  a 
major  force  in  the  Euromarkets, 
Bankers  Trust  lead-man- 
aged 5 1  Eurosecurity 
offerings  totaling  $7 
billion  last  year.  We  are 
one  of  the  most  active 
participants  in  the  sec- 
ondary market,  where 
we  are  a  market-maker 
in  over  600  different 
Eurosecurities. 

Our  success  in  these 
highly  competitive  areas 
is  really  our  clients'  suc- 
cess. If  you'd  like  to  share 
in  it,  come  to  the  bank 
that  makes  it  a  reality: 
Bankers  Trust. 


Over  the  last  two  years,  Bankers 
Trust  has  lead-managed  ten  issues 
for  SEK.  We  were  book  runner 
not  only  on  their  history-making 
$200  million  Eurobond  issue  at 
more  than  200  basis  points  below 
LIBOR,  but  also  on  their  $200- 
million  40-year  Eurobond 
issue —  the  longest  term 
ever  done. 


I  BankersTrust  Company 

Merchant  banking,  worldwide. 
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Hi,  Esther 

In  this  issue  Esther  Dyson  makes  her  debut  as  a  columnis 
writing  on  computers  and  computer  companies.  Dyson's  news 
letter,  Release  1.0,  has  been  widely  read  and  respected  in  thl 
trade,  and  we're  happy  to  introduce  her  informed  comment  to 
wider  audience.  Reintroduce,  I  should  say.  Dyson  worked  a 
Forbes  in  the  mid-1970s  as  a  reporter  before  moving  to  Wa 
Street  and  thence  to  her  current  eminence  among  compute 
folk.  Page  257. 


Popular  delusions  and  yen  madness 

This  year's  cherry  blossoms  have  faded  in  Tokyo,  but  the  tulipi 
are  abloom.  In  fact,  say  Howard  Rudnitsky,  Allan  Sloan  an< 
Peter  Fuhrman,  it  seems  to  be  tulip  bulb  time  on  the  Japanese 
stock  market,  one  of  those  times  when  prices  rise  for  no  othe 
reason  than  because  they  are  rising.  NTT  alone  has  attained 
market  value  greater  than  that  of  IBM,  GM,  GE  and  AT&T 
combined.  Wild?  Yes.  Unprecedented?  Not  quite.  In  hisl'opulm 
Delusions  Charles  Mackay  tells  us  that  in  1636  in  Holland 
single  rare  tulip  bulb  would  fetch  the  equivalent  of  10  tons  a 
cheese,  20  fat  oxen  or  12  acres  of  good  land.  Ordinary  tradi 
stopped,  and  money  flowed  into  tulip  bulb  speculation.  "Every 
one,"  he  wrote,  "imagined  that  the  passion  for  tulip  bulb: 
would  go  on  forever."  It  didn't.  Starting  on  page  139,  Rudnitsky 
Sloan  and  Fuhrman  recount  some  of  the  strange  happenings  or 
the  Tokyo  Stock  Exchange. 


Misplaced  anger 

A  few  letters  crossed  my  desk  objecting  to  our  extolling  Guate; 
mala  as  a  vacation  spot  (Apr.  6).  The  letters  complain  of  deatH 
squads  there  and  human  rights  violations.  For  an  account  o; 
political  and  economic  progress  in  this  Central  American  re 
public,  see  "Going  it  alone,"  page  172.  Systematized  state 
brutality?  Cuba,  not  Guatemala,  is  the  place  to  look  in  this 
hemisphere  today.  Or  Nicaragua. 


From  $  1  a  year  to  $20  million 

Speaking  of  letters,  California  reader  Spencer  Crump  writes  that 
Chrysler's  "lacocca  and  his  $20  million  salary  epitomize  many 
of  the  things  that  are  wrong  with  our  system."  In  my  view,  this 
letter  epitomizes  what  is  wrong  with  some  of  what  passes  foi 
thought  in  this  country.  lacocca  did  not  get  $20  million  in 
salary;  some  90%  of  that  was  the  result  of  incentives  and  stock 
options  previously  granted — -.these  lacocca  received  because  he 
rescued  a  dying  corporation  and  saved  roughly  100,000  jobs.  Is 
Michael  Jackson  or  Bruce  Springsteen  ("And  the  beat  goes  on," 
p.  40)  worth  more  to  society  than  Lee  lacocca? 


Editor 
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ARAMIS  ANNOUNCES 

PLEXX 

A  SURVIVAL  STRATEGY 
FOR  THINNING  HAIR 

It  can  help  you  keep  fuller,  thicker,  healthier 
looking  hair  for  as  long  as  possible. 

FACT: 

Penetrates  to  energize  and  revitalize  scalp 
and  follicles  from  which  hair  grows. 

FACT: 

In  laboratory  findings,  65%  of  men  tested 
reported  their  hair  looked  and  felt  thicker 
after  90  days. 

FACT: 

No  hormones.  No  prescription  drugs. 
No  medical  supervision.  No  twice-a-day 
applications. 

FACT: 

The  sooner  you  start,  the  sooner  you  see 
benefits.  The  longer  you  use  it, 
the  longer  benefits  continue. 

Important:  NUTRI PLEXX'  treatment 
does  not  cure  or  prevent  baldness  or 
restore  lost  hair.  But  it  can  give  you  fuller, 
thicker,  healthier  looking  hair 
for  its  entire  natural  life  span. 

To  order,  call  toll  free 

1-800-345-3454 

24  hours  a  day,  7  days  a  week. 

Please  specify 
81-101  for  30  day  supply. 
81-100  for  90  day  supply. 


® 


ARAMIS  LAB  SERIES  •  FRAGRANCE  FREE 


Follow-Through 


Edited  by  John.  A.  Conway 


Gold's  new 
glitter 

Sept.  2.1  1985 


Two  years  ago,  with  the  world  on 
what  economist  Milton  Friedman 
called  "the  irredeemable  paper  money 
standard,"  foreign  exchange  rates 
were  gyrating,  prices  were  equally  un- 
stable and  a  borrowing  binge  had  left 
whole  countries  bankrupt.  To  restore 
order,  some  were  calling  for  govern- 
ments to  return  to  the  discipline  of 
the  gold  standard,  that  "barbarous  rel- 
ic," as  John  Maynard  Keynes  called  it, 
which  they  had  abandoned  in  the 
Thirties.  But,  Forbes  reported,  the' 
governments  were  unwilling. 

Today,  with  exchange  rates  still 
spinning,  an  official  gold  standard  re- 
mains remote — but  investors  are  act- 
ing on  their  own.  The  price  of  gold  has 
risen  32%  in  the  last  year,  to  about 
$450  an  ounce.  Some  analysts,  con- 
vinced that  a  new  cycle  of  inflation 
and  rising  interest  rates  is  beginning, 
say  it  will  reach  $500  before  long. 

Money  is  also  rushing  into  mutual 
funds  like  New  York  City's  Golconda 
Fund,  which  invests  in  gold  and  plati- 
num. Its  assets  grew  from  $32  million 
in  December  to  $80  million  now. 

The  gold  buffs  have  new  company. 
Banks,  insurance  companies,  mutual 
funds  and  pension  funds  are  buying 
precious  metals,  which  until  lately 
they  shunned.  "There's  an  enormous 
increase  in  the  number  of  people  in- 
vesting in  gold  stocks  and  bullion," 
says  Ray  Hughes,  who  follows  gold  for 
New  York's  Arnhold  &  S.  Bleich- 
roeder.  A  few  years  ago  Goldman, 
Sachs,  Salomon  Brothers  and  Oppen- 
heimer  had  no  real  gold  analysts,  says 
Jeffrey  Nichols,  head  of  American 
Precious  Metals  Advisors,  whose  cli- 
ents include  the  Royal  Canadian 
Mint,  J.  Aron  and  Lazard  Freres.  Now 
they  do — a  sign  their  institutional 
customers  are  looking  at  gold. 

Interest  is  so  strong  that  Korth  &. 
Co.,  a  Detroit  investment  bank,  plans 
this  month  to  issue  at  least  $50  mil- 
lion worth  of  certificates — paper 
backed  by  gold  stored  in  Delaware 
banks — that  will  trade  on  Nasdaq. 


Even  without  an  official  gold  stan- 
dard, Korth  President  James  Korth 
thinks  gold  is  a  worldwide  standard 
already.-  "There  is  no  way  to  assess 
how  well  I  am  doing  in  world  markets 
except  through  the  worldwide  curren- 
cy— gold,"  he  says.  Evidently,  plenty 
of  others  agree. 
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A  shark 
gets  bitten 

June  16,  1986 


The  net 
at  last? 

Dec  29,  1986 
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When  a  wounded  shark  starts 
bleeding,  fellow  fish  don't  send 
get-well  cards,"  Forbes  wrote  last 
year  when  Victor  Posner  was  under 
attack.  First  Executive  Corp.  and 
American  Financial  were  charging  the 
equivalent  of  30%  a  year  on  loans  past 
due,  taking  as  collateral  about  every 
unpledged  asset  of  his  beleaguered 
DWG  Corp.  His  Sharon  Steel  was  so 
strapped,  it  was  paying  up  to  30%  on 
$100  million  from  Ohio's  Schotten- 
stein  family. 

But,  with  $742  million  in  liabilities 
and  $478  million  in  assets,  Sharon 
could  avert  the  end  only  so  long.  Last 
month  it  filed  for  protection  under 
Chapter  1 1 .  For  two  years  Posner  had 
been  trying  to  persuade  the  holders  of 
nearly  $486  million  in  subordinated 
debentures  to  swap  their  debt  for 
cash,  stock  and  new,  low-interest 
notes.  In  January  Posner  even  an- 
nounced plans  to  sell  Sharon's 
Mueller  Brass  subsidiary  to  a  new 
company,  30%  owned  by  the  Schot- 
tensteins  and  70%  owned  by  George 
Soros'  Quantum  Fund  (see  sto>y,  p.  44), 
for  $55  million,  but  the  deal  fell 
through.  Quantum,  which  holds  near- 
ly $106  million  of  Sharon  debt,  forced 
the  issue  by  threatening  to  apply  for 
involuntary  liquidation  of  Sharon  un- 
der Chapter  7  of  the  Bankruptcy  Code. 
Sharon  beat  Soros  to  court. 

How  Sharon's  demise  will  affect 
Posner's  other  holdings  is  unclear. 
But  Forbes'  words  of  last  year  seem 
even  more  appropriate  now:  "When 
Victor  Posner  had  the  upper  hand — or 
fin — he  ruthlessly  attacked  compa- 
nies and  gutted  them.  Now  it's  his 
turn  to  be  chomped  on." 


Five  months  ago,  when  ForbeI 
called  John  Peter  Galanis  "th 
longest-running  scamster  in  U.S.  f: 
nance,"  most  of  his  alleged  co-con 
spirators  were  denying  all.  That  ha 
since  changed,  as  his  onetime  part 
ners  plead  guilty  and  turn  agains 
him.  With  so  many  people  singin] 
about  Galanis  to  federal  and  stat 
grand  juries,  will  he  join  the  chorus? 

Galanis  is  practiced  at  plea  bargain 
ing.  In  1973,  faced  with  evidence  of 
string  of  securities  frauds,  he  swappei 
cooperation  with  authorities  for 
short  six  months  in  federal  prison. 

Since  then,  Galanis  is  believed  t<j 
have  bilked  thousands  of  investors  oui 
of  as  much  as  $400  million.  Frora 
securities  fraud,  he  moved  on  to  phoni 
limited  partnerships  in  the  1980s.  Aidl 
ed  by  associates  who  kept  his  involve! 
ment  secret,  Galanis  hopped  from  taj 
shelter  schemes  in  Arabian  horses  to 
oil  and  gas  to  real  estate,  always  on$ 
step  ahead  of  investigators,  investor! 
and  nearly  a  dozen  banks — until  th^ 
collapse  last  summer  of  his  $250  mil 
lion  hotel  and  casino  redevelopmem 
deal  in  Atlantic  City. 

But,  since  December,  four  Galanis 
associates  have  pleaded  guilty  to  vari 
ous  charges  and  have  begun  testifying 
about  him  before  grand  juries.  Per- 
haps one  of  the  biggest  breaks  for  in 
vestigators  came  in  January.  John  M 
Lewis,  44,  a  former  officer  of  Nashua 
Trust  Co.,  the  Galanis-controllec 
shell  that  syndicated  the  Atlantic 
City  partnerships,  pleaded  guilty  ta 
federal  tax  fraud  and  to  charges  oi 
filing  false  partnership  documents 
and  identified  Galanis  as  the  master 
mind  behind  the  deals. 

Lewis  may  also  have  encouraged 
Thomas  J.  Williams,  Galanis'  former 
brother-in-law,  to  plead  guilty  to  con 
spiracy  and  securities  fraud  charges 
Williams,  32,  has  worked  for  Galanis 
since  1976  and  talked  in  court  about 
diverting  funds  to  him.  "I  feel  kind  of 
like  Oliver  North,"  Williams  says.  "I 
have  a  story  to  tell,  but  I'm  waiting  for 
the  right  time  to  tell  it." 

Former  Galanis  associates  would 
not  be  surprised  if  the  mastermind 
himself  were  to  cut  a  deal. 
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Power  Corrupts. 
Absolute  power  Corrupts  Absolutely. 


In  the  Italian  Renaissance  the  word  for  power        instrumentation  and  handstitched  leather 
/as  Machiavelli.  In  the  second  Italian  Renaissance,       x  appointments  befitting  a  driver  of  neo-Medici 
word  is  Maserati.  Only  Maserati  would  dare  arm  ^\  tf^  aspirations.  Result?  The  Maserati  Spyder  convertible, 
a  V-6  passenger  car  engine  with  the  same  twin     I|b4     a  mating  of  absolute  power  and  absolute  luxury, 
turbos  found  only  on  Formula  One  race  cars,  ■■muf.nitf   About  $40,000,  plus  state  and  local  taxes. 
While  lavishing  the  cockpit  with  racing  ^^j^         secon(j  Italian  Renaissance  has  begun. 

THE  ITALIAN  TRADITION. 

For  a  test  drive  at  a  Maserati  dealership,  call  301-646-3630,  East.  Or  213-595-4576,  West. 


Ralston  Purina 
Headquarters 
SI.  Louis 
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RALSTON  PURINA  DID. 


Ironic,  isn't  it?  Us  offering  rcw  a  lid 
Well,  the  fact  is,  we  have  one  that  a 
save  money.  The  Philips  Ceramalux™ 
High  Pressure  Sodium  Lamp. 

Consider  this:  Ralston  Purina  recen 


©NAPLC-I987.AN.A  Philips  Co 


ged  their  manufacturing  and  ware-  Give  us  a  call  at  1-800-631-1259,  Ext.  321, 

e  lighting  to  Philips  Ceramalux.  At  just  and  we'll  prove  to  you  we're  not  just 

ility,  they  saved  over  $45,000  a  year  blowing  smoke.  Philips  Lighting  can  and 

ergy  costs.  Imagine  how  savings  like  will  save  energy  dollars  for  companies  like 

uld  translate  to  your  bottom  line.  Philip  Morris.  No  ifs,  ands  or  butts. 

in  TIME  TO  CHANGE  YOUR  BULB. 

PHILIPS 
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Trends 

Edited  by  John  A.  Conway 

Manufacturing 


Cutting  with  water 

W'  hat  laser  beams  did  for  sur- 
geons, high-pressure  water  jets 
are  doing  on  factory  floors  for  about 
300  manufacturers  worldwide,  in- 
cluding Rockwell  International, 
Cessna,  General  Motors,  GE  and  Tel- 
edyne.  Made  by  Ingersoll-Rand,  Ja- 
pan's Sugino,  Germany's  Uhde  and  a 
few  others,  the  new  high-speed  cut- 
ters use  water  sprayed  through  pin- 
size  sapphire  nozzles.  The  idea  was 
developed  at  the  University  of  Indiana 
in  1969,  but  only  in  the  last  few  years, 
with  the  advent  of  robotics  and  com- 
posite preformed  materials  such  as 
Kevlar  and  sheet-molded  compounds, 
has  a  demand  appeared  for  water  jets. 
The  market  today  is  about  $35  mil- 
lion a  year  in  the  U.S.  alone,  but  it  is 
growing  by  about  40%  a  year.  Under 
pressure  of  up  to  60,000  pounds  per 
square  inch  (tap  water  flows  at  about 
40),  water  jets  can  cut  almost  any- 
thing without  fraying  the  edges  or 
making  dust.  Traditional  cutting  dies 
are  cookie-cutter  devices  that  cost 
from  $1,200  to  $12,000  each  and  can 
only  be  used  for  one  purpose.  Water 
jets,  though  they  cost  far  more,  can  be 
robot-  and  computer-operated  to  cut 
any  shape. 


Management 


The  businessman's  voice 

With  talk  of  international  trade 
wars  getting  louder,  business- 
men are  trying  to  get  into  the  act  as 
the  "Uruguay  Round"  of  conferences, 
under  the  General  Agreement  on  Tar- 
iffs and  Trade,  prepares  to  get  down  to 
brass  tacks  in  Geneva.  For  the  first 
time,  the  U.S.  Business  Roundtable,  a 
group  of  200  chief  executives,  is  team- 
ing with  the  Roundtable  of  European 
Industrialists  to  present  a  united  front 
to  the  governments  at  the  GATT 
meetings.  Come  November  the  two 
groups  will  meet  in  Goteborg,  Swe- 
den, home  base  for  Pehr  Gyllenham- 
mar,  head  of  Volvo  and  the  European 
Roundtable  and  a  prime  mover  in  the 
coalition.  If  they  can  reconcile  their 
views,  the  businessmen  plan  to  lobby 
them  before  the  U.S.  and  European 
governments,  talking  to  members  of 


n 


Pehr  Gyllenhammar 

Around  the  Uruguay  Round. 

Congress,  the  Administration,  the  Eu- 
ropean parliaments  and  the  Common 
Market.  That  way,  they  hope,  busi- 
ness will  influence  the  mandates  the 
various  nations  will  give  to  their 
GATT  representatives.  There  are  also 
signs  that  Japanese  businessmen,  now 
the  whipping  boys  in  international 
trade,  may  be  edging  into  the  act.  The 
Japanese  Federation  of  Economic  Or- 
ganizations, the  Keidanren,  has  met 
in  Cologne  with  its  West  German 
counterpart,  hoping  to  agree  on  mat- 
ters like  stabilizing  currency  and  pre- 
venting protectionist  legislation,  a 
main  topic  of  the  Uruguay  Round. 
The  Keidanren  has  already  met  this 
spring  with  groups  in  the  U.S.  and 
Europe  to  develop  common  plans  on 
items  like  computer  software  and 
trademark  protection  for  submission 
to  GATT. 


Retailing 


Something  new  in  pizza 

Straw  Hat,  the  West  Coast  pizza 
chain,  is  trying  a  new  ingredient 
in  fast-food  operations,  switching 
from  the  franchise  system  to  a  mem- 
ber cooperative  corporation.  Saga 
Corp.,  the  institutional  food  compa- 
ny, originally  owned  and  operated  100 
Straw  Hat  stores  and  had  franchised 
another  102  for  $15,000  each  plus  a 
4%  royalty.  When  Marriott  Corp. 
bought  Saga  last  year,  however,  the 
hotel  chain  was  not  interested  in  the 


pizza  business  and  sold  the  pizza  uni 
to  Pizza  Hut.  The  new  owner  decide* 
to  convert  them  to  Pizza  Huts,  leavl 
ing  the  102  Straw  Hat  franchise  opera 
tors  hanging.  Rather  than  convert  t< 
Pizza  Huts,  the  franchisees  hav 
formed  themselves  into  the  Straw  Hal 
Cooperative  Corp.,  giving  each  fran 
chisee  one  vote  per  restaurant.  As  par| 
of  the  settlement,  Marriott  agreed  t| 
give  the  co-op  $3.5  million  as  well  a 
all  rights  to  Straw  Hat  recipes,  trade 
marks,  etc.  As  startup  money,  the  co 
op  has  that  plus  1  %  of  gross  receipt! 
from  its  members,  and,  until  Strav 
Hat's  stores  are  converted  to  Piz 
Huts,  3%  of  those  units'  sales  will  gc 
for  advertising.  We'd  call  that  rollinj 
in  dough. 


Government 


The  penny  pinchers 

Congress'  zeal  for  budget  cutting  i 
boundless — provided  no  mem 
ber's  constituents  are  hurt  in  the  pro 
cess.  Foreigners  own,  for  example 
less  than  half  of  1%  of  the  470  million 
acres  of  U.S.  farmland.  But  the  law 
makers  turned  loose  their  watchdog 
agency,  the  General  Accounting  Of 
fice,  to  determine  how  much  these 
nonvoting  landlords  collect  in  farm 
subsidies.  The  GAO  measured  401 
counties  and  found  that  598  non 
American  owners  there  had  in  1989 
collected  $7.7  million— 0.4%  of  the1 
$1.74  billion  paid  to  those  countie 
for  crop  support  and  other  farm  subsi 
dies.  Insignificant  as  these  figures 
proved  to  be,  Congress  nonetheless  is 
now  working  on  legislation  to  elimi 
nate  any  subsidies  paid  on  U.S.  farm 
land  to  foreign  owners. 


Acquisitions 


Who  likes  takeovers? 

Congress  has  been  given  one  more 
piece  of  ammunition  to  promote 
legislation  to  limit  hostile  takeovers. 
According  to  a  new  poll  by  the  Louis 
Harris  organization,  neither  the  pub- 
lic nor  corporate  employees  nor  even 
most  company  managers  approve  off 
unsought  takeovers.  The  study  was! 
presented  as  testimony  at  a  recent 
hearing  on  the  subject  by  the  House 
Subcommittee  on  Telecommunica- 
tions &  Finance. 

Out  of  1,751  employees  and  stock- 
holders of  public  companies  surveyed, 
58%  thought  hostile  takeovers  did 
more  harm  than  good,  and  only  8% 
rated  them  beneficial.  The  682  topi 
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NA^tinghouse? 
What  abrilliant 

place  to  look  for 
equipment 

leasing! 
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Westinghouse  is  no  longer  making 
dishwashers,  but  we're  certainly  serving 
up  some  dazzling  ways  to  lease  capital 
equipment. 

Westinghouse  Credit  has  become  a 
powerful  resource  for  many  kinds  of  busi- 
ness financing.  Including  the  leasing  of  com- 
mercial and  corporate  aircraft,  tractors  and 
trailers,  cogeneration  facilities,  printing 
presses,  and  other  income-producing 
equipment. 

Our  tax-oriented  leasing  specialists  do 
far  more  than  just  offer  the  usual  financing 
package.  Their  knowledge  of  the  latest 
changes  in  the  market  and  tax  laws  will 
allow  them  to  work  with  you  creatively  to 
come  up  with  the  right  package  for  your 
needs. 


Find  out  for  yourself  why  we're  one  of 
America's  fastest  growing  resources  for 
business  capital.  A  lender  with  so  many 
satisfied  customers  that  over  $2  billion  of 
our  financing  last  year  was  repeat  business. 

For  your  copy  of  the  Westinghouse 
Credit  Guide  to  Creative  Financing,  write 
to  Betty  Adler  at  Westinghouse  Credit, 
One  Oxford  Centre,  Pittsburgh,  PA  15219. 

Let  us  show  you  what  bright  ideas  we 
have  in  store  for  you. 


Westinghouse  Credit 

Westinghouse  Credit  Corporation:  Commercial  and  Residential  Real  Estate  Financing 
Corporate  Financing/ Acquisition  Financing/Asset-Based  Lending/Leasing/Fixed  Asset  Financing 

You  can  be  sure. .  .if  it's  Westinghouse  (w) 


Shopping  for  the  right  electronic 
typewriter  could  easily  turn  into  a 
nightmare. 

We  have  a  suggestion.  Compare  the 
best  with  the  best.  Start  with  a  couple  of 
companies  who  have  unchallenged 
reputations  in  office  electronics,  com- 
panies big  and  old  enough  to  ensure 
they'll  be  around  to  service  and 
upgrade  what  you  buy. 

One  obvious  choice  is  IBM.  The  other 


Til  ta 


may  be  a  bit  of  a  surprise  to  you: 
Olympia.  We're  now  The  Competition. 

Olympia  is  a  division  of  AEG,  one  of 
Germany's  most  reputable  hi-tech 
companies.  We've  been  building  great) 
typewriters  for  more  then  eight  de- 
cades. (That's  longer  than  IBM,  but  let's 
not  quibble.) 

Olympia  has  more  than  1200  dealers 
in  the  U.S.  and  Canada  to  help  you 
plan,  train  your  people  and  service 


The  IBM  Wheelwriter  Typewriter 
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this  one" 

what  they  sell  like  no  one  else. 

About  the  typewriters  themselves,  we 
could  sit  and  type  all  day  about  features 
and  benefits.  While  that  might  impress 
you,  it  won't  help  you. 

So,  another  suggestion.  Compare 
the  best  with  the  best,  the  Olympia  line 
with  the  IBM  line. 
You  might  still  have  a  little  difficulty 
choosing.  But  you'll  find  we  look 
good  by  comparison. 


O  Get  our  brochure,  "How  to  Buy 
Electronic  Typewriters  with  Your  Head, 
Your  Heart  and  Your  Hands,"  and 
the  name  of  your  nearby  Olympia  dealer. 

O  Call  U.S.,  1-800-524-2541  (In  N.J., 
201-722-7000).  Or  write  Olympia  U.S.A. 
nc,  Box  22,  Somerville,  N.J.  08876. 

OCall  Canada,  1-800-268-  6464. 
Or  write  Olympia  Business  Machines 
Canada  Ltd.,  58  Prince  Andrew  Place, 
Don  Mills,  Ontario,  Can.  M3C  3A2. 


OLYMPIAD 


The  Competition 


Advanced  Engineering  from  Germany 
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In  Japan,  A 
Meeting  That 
Seems  To  Go 
Nowhere 
May  Really 
Take  Ym  Places. 

Business  meetings  in  Japan 
may  surprise  you.  They  can 
be  long  and  go  in  many  direc- 
tions. But  you're  actually  laying 
the  foundation  for  extremely 
successful  relationships. 


Westin's  Akasaka  Prince  Hotel 
is  also  geared  to  make  your  busi- 
ness trip  a  success.  We  have  the 
largest  rooms  in  Tokyo,  stunning 
views,  24-hour  room  service,  a 
business  center  open  longer 
than  anyone's  and  much  more. 

For  reservations  call  your  trav- 
el consultant  or  800-228-3000. 

For  our  free  "How  to  Get 
Oriented  in  Japan"  kit,  write: 
Westin's  Prince  Hotels  of  Japan, 
700  South  Flower  Street,  Suite 
604,  Los  Angeles,  CA  90017. 

Akasaka  prjMce  hotel 

TOKYO 


Westin 

Hotels  &.  Resorts 

THE  PEOPLE  AND  PLACES  OF  WESTIN. 


The  Exxon  Building  in  Netv  York  City 
The  real  action  is  not  on  the  skyline 


managers  interviewed  split  different- 
ly, with  53%  saying  hostile  takeovers 
were  harmful  and  45%  calling  them 
beneficial.  The  same  difference  ap- 
peared elsewhere.  Two-thirds  of  the 
shareholders  and  employees  polled, 
for  instance,  wanted  congressional  ac- 
tion to  limit  hostile  takeovers,  while 
63%  of  the  executives  opposed  it. 
More  of  an  agreement  was  evident  on 
what  factors  should  govern  takeovers: 
78%  of  the  shareholder-employee  seg- 
ment and  70%  of  the  top  managers 
thought  what  happens  to  employees, 
the  community  and  the  economy  of 
an  area  should  outweigh  stockholder 
gains.  Interestingly,  a  majority  of  the 
young  people  surveyed  gave  business 
good  marks  for  helping  economic 
growth,  while  older  groups  gave  cor- 
porations poor  grades  on  that  score. 


Real  Estate 


Japan's  mortgages 

Japanese  buyers  make  real  estate 
headlines  with  such  spectacular 
buys  as  New  York  City's  Exxon  head- 
quarters for  $610  million,  but  these 
mask  a  more  serious  thrust  into  the 
U.S.  market — mortgage  lending.  Ac- 
cording to  Robert  Greer  Jr.,  managing 
director-finance  for  Jones  Lang  Woot- 
ton,  the  international  brokers,  with 
American  banks  and  insurance  com- 
panies now  chary  of  such  lending,  Jap- 
anese banks,  trust  companies  and 
even  industrial  corporations  have 
moved  in.  Today,  he  adds,  only  5  to  10 
single-source  U.S.  lenders  will  bid  on 
$100  million  deals,  compared  with  20 
Japanese  companies.  Looking  for  fi- 
nancing on  two  $85  million  buildings 


in  the  Washington,  D.C.  area,  for  im 
stance,  he  tapped  8  Japanese  lenders,) 
and  all  of  them  bid  on  both.  The  mon- 
ey-heavy Japanese,  now  helped  by  the! 
rising  value  of  the  yen  against  the 
dollar,  can  and  do  undercut  U.S.  lend- 
ers, Greer  admits,  but  they  insist  on 
fully  leased,  top-quality  property  in| 
prime  areas. 


Regions 


The  economic  landscape 

The  chill  at  last  seems  to  be  lifting 
from  the  depressed  oil  and  farm 
states,  while  the  hot  spots  in  the 
economy — the  Pacific  Southwest, 
New  England,  the  South  Atlantic 
states — are  cooling,  according  to  a 
new  analysis  by  the  Conference  I 
Board,  the  New  York  City-based  busi- 
ness researchers.  Steven  Malin,  who 
studies  regional  economics  for  the 
board,  notes  that  bankruptcies  are 
slowing  and  employment  is  creeping 
upward  in  Texas  and  Oklahoma 
(though  not  yet  in  Louisiana)  as  ener- 
gy prices  have  at  least  steadied  and 
the  areas  try  to  diversify  into  other 
industries.  At  the  same  time,  com- 
modity price  rises  and  what  looks  like 
a  bottoming-out  in  land  prices  are  giv- 
ing hew  hope  to  farm  states  like  Kan- 
sas, Iowa  and  the  Dakotas.  Mean- 
while, the  boom  areas  of  the  early 
1980s  have  begun  to  level  off.  In  New 
England,  spot  labor  shortages  and 
high  costs  are  holding  down  growth, 
while  overbuilding  has  put  a  damper 
on  the  Southwest  and  South  Atlantic 
states  like.  Florida  and  Georgia.  (The 
Atlantic  seaboard,  however,  is  enjoy- 
ing a  surge  in  international  trade;  see 
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pry,  p.  162.)  What  of  the  future?  The 
Ley,  Malin  says,  will  be  how  the  na- 
jional  economy  fares.  If  it  keeps  grow- 
ing, the  depressed  areas  will  slowly 
begin  to  catch  up  with  their  more 
jrosperous  neighbors. 


&11 


Labor 


m  ilow  motion  construction 

VMW  ho's  to  blame  for  low  productiv- 
WW  lty   in   the  S377-billion-a-year 
™l|onstruction  industry?  Union  rules? 
wlKo,  because  70%  of  the  work  last  year 
liJI/vas  done  by  nonunion  workers.  Yet 
jSMfonstruction  crews  do  effective  work 
Hjor  only  two  hours  out  of  every  eight- 
Bf  our  shift,  says  a  new  report  by  Cock- 
vaw's  Construction  Labor  News  &  Opin- 
on,  a  newsletter  based  in  Newtown 
Iquare,  Pa.  And  that  figure  has  stayed 
flat  since  the  late  1960s,  says  publish- 
rr  Peter  Cockshaw,  who  studied  pro- 
luctivity  at  six  work  sites  and  com- 
■  :  >ared  his  results  with  similar  studies 
^   one  in  the  mid-Seventies.  Workers, 
le  says,  spend  a  third  of  the  day  mov- 
'■■  ng  around  a  job  site  and  another  third 
vaiting,  either  for  materials  or  for  one 
job  to  be  finished  before  they  can  start 
mother.  He  puts  the  blame  on  general 
—  contractors.  Instead  of  carefully  coor- 
Hlinating  schedules,  he  charges,  they 
Hjhre  paying  attention  to  legal  and  li- 
1  ibility  problems. 

e  ■ 


Banking 


>ne  bounce  for  two 

side  from  embarrassing  the  writ- 
i  er,  a  check  that  bounces  means 
)oth  bother  and  paperwork  for  banks, 
because  each  piece  of  bad  paper  re- 
mires  individual  handling.  This  is 
particularly  troubling  with  low-dollar 
;hecks  of  less  than  $100  in  value, 
/hich  account  for  more  than  half  the 
pillions  of  checks  written  daily.  So, 
fter  two  years  of  testing  by  its  St. 
.,ouis,  Atlanta  and  Cleveland  banks, 
the  Federal  Reserve  is  proposing  a 
lew  service  to  ease  the  pain,  both  for 
tself  and  its  members.  For  a  fee,  the 
Fed  will  hold  bounced  checks  for,  say, 
14  hours  and  return  them  to  the  wri- 
ter's bank  instead  of  sending  them 
through  the  clearing  system.  That's 
because,  in  most  cases,  the  checks  are 
lade  good  within  a  day.  The  pilot 
studies  showed  that  banks  liked  the 
idea,  which  was  tested  with  cutoff 
levels  of  $100  to  $900,  with  the  $100 
limit  proving  most  popular. 


MobilFax  MobilFax  MobilFax 

MobilFax  MobilFax  MobilFax 

ibtlFax  MobilFax  MobilFax 


Golden  rim...  Mobil  companies  have  carved  out  a 
strong  position  in  one  of  the  fastest-growing  markets  of  the 
world— the  Pacific  Rim.  In  the  past  five  years  our  marketing  and 
refining  operations  in  Japan,  Southeast  Asia,  Australia  and  the 
Pacific  islands  have  produced  vigorous  earnings . . .  even  when 
markets  in  Europe  or  the  U.5.  were  sour.  And  1986  brought 
record  operating  profits  from  these  businesses— another 
example,  says  Mobil  Chairman  and  CEO  Allen  E.  Murray,  "of  how 
our  geographic  diversity  pays  off." 

Prime  Pacific  markets...  We're  the  largest  and 
most  cost-effective  brand  marketer  in  New  Zealand,  where  our 
joint-venture  synthetic-fuels  plant  supplies  nearly  a  third  of  the 
country's  gasoline.  In  Australia,  our  automated  distribution 
system  gives  us  a  competitive  edge  in  fuels  marketing,  and  the 
average  throughput  of  our  925  service  stations  is  one  of  the 
highest  in  the  country.  Mobil  companies  dominate  the  fuels  and 
lubricant  market  in  Micronesia . . .  hold  about  a  quarter  of  the 
gasoline  market  in  Hong  Kong . . .  and  are  among  the  largest 
marketers  of  gasoline,  distillates  and  lubes  in  Singapore. 

Rising  Slin...  Who  says  American  multinationals 
can't  compete  in  Japan?  By  trimming  debt,  concentrating  in 
strategic  markets  and  focusing  on  profitable  light  products,  our 
Japanese  affiliates  have  consistently  outperformed  the 
competition.  And  1986  was  our  best  year  ever. 

Our  China  Card... is  an  ace  We're  the  biggest 
marketer  of  imported  lubes  in  the  People's  Republic  of  China 
and  are  opening  a  number  of  service  stations  there.  Mobil 
technology  has  been  licensed  to  China's  giant  Qulu  refinery 
and  is  used  as  part  of  our  lube-blending  arrangement  at  a  plant 
recently  opened  in  5hanghai.  5ays  Mr.  Murray:  >vlt  all  adds  up  to 
solid  strength  in  the  profitable  markets  of  Asia  and  the  Pacific." 


It's  a  fact:  In  Singapore  we  sharply  increased  our 
share  of  the  gasoline,  distillate,  lubricant  and  liquid 
petroleum  gas  markets  last  year. 


Mobil 


MobilFax.  Box  M,  Mobil  Corporation.  150  East  42nd  Street,  New  York.  NY  10017  »  1987  Mobil  Corporation 
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^YOURMEMQS 
SCORING  POINTS 
WTJHTOR 
EMPLOYEES? 


Readers  Say 


Mead  INFO*  helps 
your  own  brilliant  ideas  stand  out  from 
the  crowd  And  once  you  have  someones 
attention,  its  a  lot  easier  to  make  your 
point.  So  look  to  Mead  for  your  memos. 
With  Mead  you  can't  miss. 

(Tfeod 

Business  Papers 

Mead  Paper/Courthouse  Plaza/Dayton,  Ohio  45463 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$45  □  3  years  $90  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$79C,  3  years  $176C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name       (please  print) 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-3820 


Has  NOW  noticed  this? 

Sir:  Why  are  there  no  women  caught 
up  in  the  insider  trading  imbroglio? 
Have  the  boys  on  Wall  Street  refused 
to  let  the  girls  into  the  inner  circle,  or 
are  the  girls  just  infinitely  more  hon- 
est in  their  business  than  the  boys? 

Do  the  stories  of  insider  trading 
suggest  sex  discrimination  on  Wall 
Street,  or  do  they  provide  evidence  of 
a  higher  form  of  being? 
—James  N.  Nolan 
Shoal  Creek,  Ala. 


mjhuk-  Sretx 


Iran  Boesky 
A  sexist,  too? 


Sir:  Have  you  ever  noticed  how  the 

TV  networks  give  their  newsmen  the 

weekend  off  and  women  are  required 

to  handle  the  news  on  Saturdays  and 

Sundays? 

— Gerard  Lefeber 

Spencerport,  NY. 


"Blind  'em  and  rob  'em" 

Sir:  Although  I  have  been  steaming 
mad  about  the  fraudulent  operations 
of  Blinder,  Robinson  (Apr.  20),  your 
magnificent  expose  gave  me  immense 
satisfaction  and  mollified  me. 
— Charles  L.  Parker 
Gainesville.  Fla 

Sir:  Your  article  on  Meyer  Blinder  has 
undoubtedly  saved  me  the  cost  of  my 
Forbes  subscription  many  times  over. 
I  received  two  calls  from  that  specious 
organization,  plus  some  material  in 
the  mail.  Thanks  to  Forbes,  I  no  long- 
er have  "blinders"  on. 
— Geoff  Stein 
Dal/as,  Tex. 

Sir:  I  worked  for  the  firm  for  a  very 
short  time  because  they  gave  me  the 
opportunity  to  get  my  stockbroker's 
license.  I  was  very  surprised  about  the 


ethics  and  very  discouraged  about  thj 
role  of  the  SEC.  The  SEC  is  not  fulfill) 
ing  its  obligations.  How  could  thel 
allow  all  these  dubious  firms  to  del 
fraud  working-class  Americans? 
— Adeyemo  Sodipo 
St.  Louis,  Mo 


Foreign-used  U.S.  asset 

Sir:  In  your  article  on  industrial  del 
sign  ("Ode  to  a  locomotive,"  Apr.  6] 
you  boost  European  design  whik 
bashing  American  designers  as  hasi 
beens.  On  the  contrary,  U.S.  design 
knowhow  is  alive,  well  and  working 
for  foreign  competitors.  More  foreigrj 
business  managers  employ  design  as  i 
business  resource  than  do  America 
managers. 

Highly  successful  import  products 
designed  by  Americans  include  best] 
selling  cars  from  Nissan,  Toyotaj 
Mazda,  Mitsubishi,  Subaru,  Isuzu  and 
Volvo.  Foreign-made  American  dei 
signs  range  from  motorcycles,  medii 
cal  equipment,  hand  tools,  comput- 
ers, dishes  to  architecture. 
— Arnold  S.  Wassennan 
Blue  Bell,  Pa. 

Sir:  The  sleek  designs  romanticized 
in  the  article  initiated  a  preoccupai 
tion  with  "styling"  that  got  us  intq 
our  predicament.  The  Europeans  and 
now  the  Japanese  design  a  product 
differently,  from  the  inside  out. 
"Form  follows  function"  was  the  way) 
American  architect  Louis  Sullivan  ex^ 
pressed  it. 

Scan  the  ad  messages  for  foreign! 
and  American  cars  in  the  same  issue, 
and  you'll  see  the  foreigners'  engi- 
neering-oriented philosophy  is  carriedl 
right  through  marketing.  We're  still| 
stuck  on  image. 
—Michael  Was 
Reston,  Va. 


His  version 

Sir:.  It  would  be  an  understatement  to 
say  I  was  disappointed  by  the  conclu- 
sions you  drew  about  the  Ziff-Davis/ 
CBS  consumer  magazines  merger 
("We'll  get  back  to  you  on  that,"  Apr. 
6).  Stunned  would  be  more  to  the 
point.  The  premise  that  the  Murdoch 
organization  integrated  their  portion 
of  the  Ziff  acquisition  more  adroitly 
than  CBS  is  misleading.  The  Murdoch 
organization  owned  no  trade  maga- 
zines, therefore  had  nothing  to  merge 


- 


FORBES,  MAY  18,  1987 


world  of  s'™  principal  reP  ing 

options  products        tne«i|M|Hr     .  . 

f,nanc  nductstnatl  ^Financial 


Bookkeeper  on  vacation 
Quarterly  audit  deadline 
Need  programming  help. 

Books  don't  balance 
Special  project  deadline 
Accounts  receivable  to  be  analyzed 
Data  entry  backlog 
Payroll  taxes  due 
 Inventory     

PRE^URE? 

When  The  Pressure's  On 
Bring  In  The  Best. 

The  more  the  pressure  builds  up  in  your 
accounting,  bookkeeping  and  data  processing 
departments  the  more  you  may  need  profes- 
sional temporary  help.  Accountemps. 

Accountemps  professionals  are  slightly 
over-qualified?  As  a  result,  there's  almost  no 
break-in  time.  They'll  come  in,  get  off  to  a  fast 
start  and  complete  their  assignments  efficiently. 

Our  professionals  are  available  immediately— 
wherever  you  need  them— for  a  day,  a  week,  a 
month  or  longer.  One  specialist  or  an  entire  team. 

We're  the  largest  specialized  temporary  service 
of  its  kind  in  the  world  with  over  100  offices*  on 
three  continents. 

For  the  best  temporary  accountants,  bookkeepers 
and  data  processors— bring  in  Accountemps. 

accountemps. 

Rent  an  Expert® 


©l%fc  Rutxvt  Haif  International  Inc. 

"Most  offices  iiioc'pendsnity  owned  and  operated 


into.  You  state  half  the  publishers 
left,  implying  that  their  departure  was 
caused  by  dissatisfaction  with  CBS. 
Six  of  the  ten  publishers  remained,  as 
did  eight  of  the  ten  chief  editors.  (The 
other  two  retired.)  .  .  .  Our  rise  in  ad 
pages  was  considerably  better  than 
that  experienced  by  the  rest  of  the 
consumer  magazine  industry. 

We  have  all  but  eliminated  bureau- 
cracy. I  haven't  written  two  memos  in 
the  last  year. 
— Peter  G  Diamandis 
President, 
CBS  Magazines 
New  York,  NY. 


Free  the  Baby  Bell  Seven 

Sir:  If,  as  your  cover  article  states, 
"No  more  Mr.  Nice  Guy"  (Feb.  9)  for 
Uncle  Sam  in  world  markets,  then 
it's  time  to  let  some  of  the  most 
qualified  companies  in  the  nation 
compete  for  American  customers 
against  the  imports. 

I  am  talking,  for  example,  about 
BellSouth,  which  is  blocked  from  do- 
mestic manufacturing  of  telecom- 
munications equipment  for  itself  or 
other  customers  here  and  abroad  by 
an  industry-crippling  provision  of  the 
antitrust  agreement  that  succeeded  in 
breaking  up  AT&T. 

The  Justice  Department  is  right 
when  it  says  it's  time  to  lift  this  out- 
dated restriction  and  others. 
— -J.L  Clendenin 
Chairman, 
BellSouth  Corp. 
Atlanta,  Ga. 


Access  means  success 

Sir:  Your  cover  story  on  banking  in 
Luxembourg  (Apr.  20)  calls  for  an  ex- 
planation on  why  industry  and  com- 
merce thrive  in  that  country. 

There  are  two  distinctive  character- 
istics Luxembourg  possesses  and  few 
can  match. 

One  is  the  earnestness  of  labor,  gov- 
ernment and  the  populace  in  encour- 
aging the  success  of  business  enter- 
prises, whether  homegrown  or  for- 
eign. The  other  is  accessibility  to 
government. 

It  is  easier  to  take  your  problem  to 
any  minister  here  than  it  is  to  nail 
down  an  appointment  with  a  county 
commissioner. 
— -Joseph  E.  Gurley 
Honorary  Consul, 
Consulat  du  Grand-Duche 

de  Luxembourg 
Youngstoum,  Ohio 
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¥)ur  hipbco 

to  our  wi 


We  made  history.  The  Honda  Accord  is 
the  first  front  wheel  drive  car  with  a  double 
wishbone  suspension  on  all  four  wheels. 

Your  anatomy  will  thank  our  engineering. 

The  Accord  rides  comfortably  over  the 
most  bone  jarring  road  surfaces.  While  its 
handling  remains  outstanding. 

Combining  these  two  opposing  features 
was  no  easy  operation. 

Most  passenger  cars  today  use  a  long 
shock  absorbing  stmt  on  each  wheel. 


It's  adequate  but  has  certain  limitations 
Mainly  the  single  stmt  is  too  tall  for  tl 
low  profile  aerodynamic  shape  of  the 
Accord.  Also  it  can't  be  precisely  adjust* 
for  the  best  ride  or  handling  quality. 

A  better  system  is  the  double  wishboi 
used  on  racing  cars.  The  design  fits  our  lc 
hoodline.  And  lets  us  fine  tune  the  shod 
absorbers  for  optimum  performance. 

If  you'll  mm  your  attention  to  the  X-n 
illustration  of  the  LXi  shown  above,  yoi 


connected 
ibones. 


how  we  did  it.  A  closer  examination  of 
real  thing  would  reveal  new  progressive 
i!e  rear  springs.  They  help  to  keep  the  car 
J  el  even  when  it's  fully  loaded. 
;  Bypassing  the  technical  terms,  we  11  just 
you'll  feel  the  difference  all  this  makes 
len  you  drive  an  Accord. 
Or  maybe  you  won't  feel  anything.  That 
»uld  be  more  to  the  point. 
You  will  certainly  feel  comfortable  in 
1 5  plush  and  firm  economically  designed 


seats  with  lumbar  support  and  contoured 
side  bolsters  for  more  lateral  support  while 
cornering  to  say  the  least. 

The  thrill  of  driving  a  Honda  Accord  LXi 
4-Door  Sedan  will  be  felt  in  other  parts. 
Like  down  a  lonely  twisting  country  road. 

That's  connected  to  your  soul. 


H 

O 

IV 

The  Accord 


It's  so  fast  and  simple  to  use  the  AT&T  Card, 
you're  going  to  get  spoiled. 

To  use  it,  just  dial  the  number  you  want  to 
call,  and  enter  your  AT&T  Card  number.  That's  it. 
It's  the  easiest  way  to  plug  into  the  dependable 
AT&T  Long  Distance  Network  from  virtually  any 
phone. 

In  fact,  you  can  make  calls  even  without  carry- 
ing your  AT&T  Card.  Just  remember  vour 
AT&T  Card  number. 

And,  your  AT&T  Card  will  free  you  from  coins 
and  delays,  give  you  an  itemized  record,  plus  the 
lowest  AT&T  out-of-state  rates  next  to  direct  dial- 
ing— it  actually  costs  less  than  calling  collect  or 
using  coins. 

So,  if  you  travel  frequently,  get  the  AT&T  Card. 
It's  as  simple  as  dialing 

1  800  CALL  ATT,  Ext.  229. 


AT&T 

The  right  choice. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  DOLLAR'S  DROP 

Enough  already. 

'HOW  HIGH  IS  THIS  MARKET  GOING  TO  GO?' 


When  asked  that  the  other  day,  I  replied  that,  if  I  knew, 
I'd  ungreedily  sell  that  same  day  the  question  was  asked 
(see  Forbes,  May  4). 

Along  with  most  everyone  else — but  not  including  son 
Steve  (Malcolm  Jr.)  and  a  few  other  savants — the  jump  of 
hundreds  in  the  Dow  Jones  since  the  start  of  the  year 
makes  me  nervous. 

It  is  sort  of  ironic,  though,  to  feel  that  way,  because  for 
several  years  I've  been  bewailing  in  print  and  from  podium 
the  woefully  undervalued  prices  common  stocks  were 
selling  at.  While  the  costs  and  prices  of  everything  Ameri- 

IF  YOU  CASH  IN,  WHERE 

When  the  market  soars  to  record  highs,  many  investors 
are  tempted  to  take  their  profits  and  run. 
But  where  to? 

If  you  cash  in,  literally,  where  do  you  put  your  bundle? 

While  it  may  be  a  happy  problem  to  have,  it's  not  an  easy 
one  to  answer. 

I  remember  as  a  Depression  teenager  my  father's  re- 
marking in  1932  about  how  a  couple  of  unlimelighted  Rich 
Ones  were  buying  at  sub-basement  bargain  prices  land  and 
buildings,  bankrupt  outfits  owning  appreciable  mineral 
resources  including  oil  and  other  great  hunks  of  equity  in 
blue-chip  companies  for  a  few  pennies  on  the  dollar. 

To  my  query  as  to  where  they  got  the  money  or  how 
they  still  had  money  three  years  into  the  Depression, 
my  father  replied  that  a  lot  of  it  came  from  selling 
stocks  before  the  debacle,  having  liquidity,  money  readi- 


can  companies  make  and  the  services  they  provide  climbed 
steadily — sometimes  spectacularly — the  cost  of  owning 
these  companies  had  gone  nowhere,  relatively  speaking. 

Now  that  the  enormous  gap  between  what  common 
stocks  were  selling  for  and  the  far  greater  worth  of  the 
assets  they  represented  has  been  reduced,  is  it  time  to 
cash  in?  Does  the  present  Dow  Jones  record  high  repre- 
sent full  value? 

No.  Quite  far  from  it. 

But  if  you  want  to  calm  your  nerves  by  converting  your 
present  stock  profits,  what's  to  do  with  the  cash? 

'S  TO  PUT  THE  STASH? 

ly  available. 

How?  In  what  form? 

I  remember,  too,  in  the  days  before  Franklin  Roosevelt's 
inauguration,  banks  were  collapsing  all  over  the  country.  In 
fact,  on  the  day  after  his  inauguration  on  Mar.  4  the 
President's  first  act  was  to  close  all  the  banks — declare  a 
bank  holiday.  So  "money  in  the  bank"  would  hardly  qualify 
as  necessarily  "safe"  or  "liquid,"  would  it? 

Maybe  the  French  had/have  the  right  idea — money  in 
the  mattress. 

But  it  must  make  for  lumpy  sleeping  if  someone's  to 
have  enough  money  to  buy  when  everyone  else  has  to  sell 
at  any  price. 

Building  up  a  nest  egg  is  hard  enough. 

But  having  it  in  a  form  that's  readily  at  hand  or  in  hand 
in  the  event  of  catastrophe  can  turn  out  to  be  even  harder. 


GIVEN  THE  CURRENT  PERFORMANCE 

the  question,  "How  high  is  the  market  going  to  go?"  might  include  the  words,  "or  has  it  been?" 


GREAT  UNIVERSITY  PRESIDENTS  HAVE  TO  BE  MIRACLE  MEN 


And,  occasionally,  some  of  them  turn  out  to  be. 

Imagine  having  to  cohese,  lead,  enthuse,  ofttimes  in- 
spire four  vociferously  vigorous  constituencies  who  are 
genuinely  convinced  they  arc  the  core  for  whom  the  uni- 
verse of  a  university  exists.  It  doesn't  take  much  for  a 
college  president's  actions  or  inactions  to  send 
any  one  of  these  totally  interdependent  yet 
totally  independent  groups  into  orbit. 

Teachers — who  often  don't  see  many  things 
clearly — clearly  sense  that  there  ain't  no  uni- 
versity without  'em. 

Students  labor  under  the  illusion  that  they 
arc  what  the  university  is  for. 

Graduates,  if  they  feel  for  the  place,  feel 
their  responsibility  is  to  insure  that  it  remains  always  as 
they  rosily  remember  it.  Pickled  in  alcohol  so  to  speak 
(metaphorically,  of  course).  Most  grads  grudgingly  can 
forgive  a  lot  (except  a  losing  football  team). 

Among  the  institution's  administration  staff  everybody 
except  the  president  knows  the  place  would  be  in  chaos  in 
five  minutes  without  them. 

Any  one  of  the  four  is  usually  willing  to  concede  that  the 
other  three  are  necessary — necessary  evils,  that  is.  Each  is 
ever  ready  to  explode  at  the  faintest  indication  of  possible 
poaching  by  the  others. 

Yet  it's  only  when  and  because  all  four  really  care  about 


the  institution  that  confrontations  sometimes  errupt. 

If  the  president  is  seen  as  ably  trying  to  do  his  impossible 
job,  it  tempers  temperaments.  Then  as  he's  seen  actually 
doing  it,  wonder  turns  to  confidence.  When  this  miracle  is 
wrought,  the  blessed  president  and  his  four  elements  create  a 
university  that  becomes  more  of  every  good 
thing  than  any  of  them  ever  thought  possible. 

Princeton's  Bill  Bowen,  who  is  retiring  after 
15  years  as  president,  is  the  perfect  example. 
The  university  has  just  finished  a  capital  fund 
drive  that  set  out  to  raise  $275  million,  and  at 
the  end  had  raised  $410  million.  Of  his  fund- 
raising,  Bill  Bowen  observes: 

"We  emerge  from  the  campaign  not  a  'new' 
Princeton  but  the  'old'  one  significantly  strengthened.  It  is 
inevitable  when  you  become  involved  in  this  kind  of  an 
undertaking  that  people  become  preoccupied  with  num- 
bers. All  I'm  trying  to  suggest  is  that  I  never  thought  that  the 
size  of  the  effort,  the  dollars  raised  in  and  of  themselves  were 
of  any  great  consequence.  .  .  .  Strengthening  the  faculty  has 
been  for  me  the  most  important  aspect  of  my  role  here.  The 
rest  of  us  come  and  go;  tenured  members  of  the  faculty  stay 
and  stay  and  stay.  This  university  lives  on  ideas  and  young 
people,  and  ideas  and  young  people  thrive  on  periodic 
changes — when  there  is  freshness,  new  personalities,  new 
dreams,  new  nightmares,  new  jokes  .  .  .  freshness." 


THE  NEW  TAURUS  WAGON. 
PROOF  THAT  A  WAGON  DOESN'T  HAVE  TO 
BE  FUUOFCARGGTO  BE  LOADED. 


AUTO  ADS:  ONE  NONSTARTER  AND  THREE  STOPPERS 

Ford's  Taurus  got  off  to  a  flying  start,  greatly  aided  by  the    the  bumper;  an  illuminated  mirror  that  slides  out  from  the 
additive  of  super  advertising.  "Tactile  controls"  that  can  be    visor;  a  dramatically  efficient  instrument  panel — the  sort  of 
operated  by  feeling,  keeping  eyes  free  for  the  road;  a  tailgate    turn-on  touches  that  gave  Japanese  cars  such  appeal, 
picnic  table  that  folds  out  of  the  cargo  floor  and  extends  over       How  can  you  top  this  appealing  BMW  spread  for  making 

you  want  to  climb  in — front  seat  or 
back  seat? 

And  there's  no  way  thousands  of 
cars  can  daily  pass  this  Buick  bill- 
board without  registering  and  reregis- 
tering on  the  name.  There  are  often  so 
many  billboards  that  one's  eyes  cease 
to  see  'em.  For  this  one,  though,  no 
glazed  glance. 

But  there's  something  wrong  with 
this  full-page  Nissan  ad  pounding 
money  saved,  money  back,  percent- 
ages. Nowhere  in  all  these  dollar- 
saving  figures  is  there  a  remote  sug- 
gestion as  to  what  the  price  was  or  is. 
Is  your  saving  in  rebate  on  a  vehicle 
costing  $7,000?  Or  $10,000?  Or 
$15,000?  Or  more?  Surely  savings) 
have  to  relate  to  list  price  if  they  are  to 
have  the  greatest  appeal. 


NISSAN  ANNOUNCES 

3BRI800 

FMTTORV  SPONSORS  HNANCH6  CASH  MB  TO 100 


YOUR  CHOICE  OF  MORE  WAYS  TO  SAVE... 

3-9S  APR  FINANCING  CAN  SAVE  YOU  UP  TO  '1322 
OS  UP  Id  -800  CASH  BACK 

SAW  UP  TO  "MB  7  WITH  OUR  "830  UUUt  PUB  PACKAGf 

THE  NAME  IS  NISSAN^* 
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BEFORE  THEY'RE  KINGS, 
CROWN  PRINCES  ARE  KIDS 


"The  face  beneath  the  sailor  hat  could  only 
belong  to  Willie  the  Wombat — as  his  clad  calls 
him — second  in  line  to  the  British  throne.  Riding 
away  from  Uncle  Andrew's  wedding  to  Aunt 
Fergie,  four-year-old  Prince  William  bestowed 
on  his  loyal  subjects  a  cheeky  salute. " 

—Life 


PROM  TIMES  ARE  BACK  AGAIN 


us 


After  being  branded  for  so  many  years  as  an  Establish- 
ment anachronism,  a  waste  by  the  young  with-its  and 
Anti-ites  who  raged  and  reigned  for  too  many  years,  high 
school  proms  are  back  in  bloom. 

LAUGHING  AT  SOMEONE 

cuts  'em  deeper  than  any  knife  could. 


Hired  tuxes,  rental  limos,  dressy  dresses  and  corsages 
are  in  big  demand. 
And  what  a  happy  thing  that  is. 
One  of  the  rites  of  spring  is  all  right  again. 

A  BIG  CIGAR 

in  a  young  face  requires  the  best  of  both. 
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•  Hammer — by  Armand 
(G.P.  Putnam's  Sons,  $22.95).  Abso- 
lutely absorbing  stuff  from  the  heart 
and  brain  of  one  of  the  West's  most 
canny,  caring  international  corporate 
achievers.  If  this  book  doesn't  grab 
you,  you  are  ungrabbable.  How's  this 
for  a  finding  by  the  only  man  who  has 
continuous  entree  to  the  heartlands  of  communism: 

"People  I  meet  today,  especially  journalists  who  inter- 
view me,  are  astonished  to  hear  that  Lenin  told  me,  in 
effect,  that  communism  was  not  working  and  that  the 
Revolution  needed  American  capital  and  technical  aid. 

"It  remains  one  of  the  ironies  of  my  life  that  I  found  the 
father  of  world  communism  to  be  less  pure  as  a  commu- 
nist and  more  pragmatic  than  my  own  father." 

Excerpts:  Only  Lenin  himself  could  have  initiated  the  New 
Economic  Policy  of  1921,  which  marked  one  of  the  most 
dramatic  and  decisive  changes  in  the  history  of  our  centu- 
ry. If  the  NEPhad  been  proposed  by  anybody  else,  he  would 
certainly  have  been  shot  as  a  traitor  to  the  Revolution.  The 
NEP  provided  for  state  socialism  rather  than  communism, 
and  maintained  the  control  of  the  state  over  industry  and 
business.  It  did,  however,  open  the  door  to  private  initiative 
and  allow  people  to  work  and  do  business  in  the  old- 
fashioned  way — for  money — and  to  be  paid  accordingly, 
instead  of  the  moneyless  ticket  system  that  had  been  tried 
previously.  .  .  .  This  eleventh-hour  measure  gave  the  first 
impetus  to  the  economic  rehabilitation  of  Russia.  In  one 
fell  swoop,  Lenin  saved  the  Revolution.  Fifty-five  years 
later,  fanos  Kadar  was  to  introduce  very  similar  measures 


BOOKS 

Hammer  to  revive  the  Hungarian  economy  and  society,  and  the  new 
modernization  policies  of  the  Chinese  government  today 
bear  very  striking  marks  of  similarity  as  well.  .  .  .  "You 
have  traveled  in  Russia!"  Lenin  asked  [me]  abruptly.  I 
replied  that  I  had  just  spent  almost  a  month  in  the  Urals 
and  the  famine  region.  "Yes,"  he  said  slowly,  "the  fam- 
ine ...  7  heard  you  wanted  to  do  medical  relief  work.  It  is 
good  and  greatly  needed,  but  we  have  plenty  of  doctors. 
What  we  want  here  is  American  businessmen  who  can  do 
things  as  you  are  doing.  Your  sending  us  ships  with  grain 
means  saving  the  lives  of  men,  women  and  little  children 
who  would  otherwise  helplessly  perish  this  winter.  To  the 
gratitude  of  these  agonized  people,  I  add  my  humble 
thanks  on  behalf  of  my  government."  Lenin  stopped 
abruptly — apparently  to  control  the  tears  which  gathered 
in  his  eyes.  "What  we  really  need, "  his  voice  rang  stronger 
and  his  eyes  brightened  again,  "is  American  capital  and 
technical  aid  to  get  our  wheels  turning  once  more. " 


#  Atlantic  City:  125  Years  of  Ocean  Madness — by  Vicki 
Gold  Levi  and  Lee  Eisenberg  (Clarkson  N.  Potter,  Inc., 
paperback  $11.95).  A  disappointing  mining  of  a  fabulous 
pictorial  lode  of  phony  publicity,  mostly  vintage  1920s-30s. 
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Sometimes 
the  name  you 
grow  up  with 
doesn't  fit  you 
anymore. 


■John  Wayne  was  bomMarion  Morrison. 
When  he  broke  into  movies,  he 
changed  his  name— "Marion" just 
didn 't  seem  to  fit  h  im  anymore. 


When  we  redirected  American  Can 
Company  out  of  manufacturing  and  into 
financial  services  and  specialty  retailing, 
.        ij}ur  name  -^ust  didn't  nt  us  any  i°n£er-  Which 

I  jl^j,  ^  §  \VJXV  *s  wn^  we  so^  ^  a^on^    our  Pac^asmg 

a  •  business  last  year. 

AllMiriCfill  1^311  After  all,  it  doesn't  make  much 
1  i  .     i  sense  to  go  on  calling  yourself 

llclS  Cn&Xl§©0  American  Can  when  you  no  longer 

its  name  Primerica  (pronounced  pry-MER-i-ca)  is  our 

PviUlAvir**!  new  name-  ^  provides  a  link  to  our 
*^     *■  UllCI  lv/d«proU(j  heritage,  yet  gives  us  flexibil- 
ity to  enter  new  businesses  in  the  future. 
It  also  better  suits  what  we  have  become. 

We  are  the  country's  number  one 
underwriter  of  individual  life  insurance.  One 
of  the  largest  originators  of  home  mortgages. 
And  one  of  the  nation's  top  managers  of 
mutual  funds  and  pension  assets. 

We're  also  the  largest  retailer  of 
recorded  music  and  audio/video  products  in 
the  U.S.  And  one  of  the  country's  largest 
direct  mail  marketers. 

Over  the  past  six  years,  as  we  redi- 
rected the  company,  our  shareholders  have 
been  rewarded  with  substantial  increases  in 
the  value  of  their  stock.  From  a  low  of  25%  in 
1982,  our  common  stock  price  hit  an  all-time 
high  of  107  in  early  1987,  prior  to  a  two-for- 
one  stock  split. 

We're  Primerica.  A  company  with  prime 
growth  prospects  and  the  resources  to  fund 
that  growth.  A  name  to  be  reckoned  with. 

NYSE  symbol:  PA. 


PRIMERICA 

Primerica  Corporation.  Greenwich.  Connecticut  06830 

Financial  Services:  American  Capital  Management  &  Research. 
Inc.;  Berg  Enterprises.  Inc.,  Insurance  Marketing  Corp  of  America 
(a  co-venture);  Mass.  Indemnity  and  Life  Ins  Co  ,  Margaretten  & 
Co..  Inc.;  National  Benefit  Life  Ins.  Co..  PennCorp  Financial  Inc  . 
Penn  Life  Ins.  Co.;  RCM  Capital  Management  (a  partnership).  Sat- 
ellite Conference  Network.  Inc  ,  Transport  Life  Ins  Co  .  Triad  Life 
Ins  Corp  ,  Voyager  Group.  Inc  Specialty  Retailing:  Current.  Inc  . 
Dunham's  Athleisure  Corp  .  Figi's.  Inc  ,  Fingerhut  Companies.  Inc.; 
Michigan  Bulb  Co  .  The  Musicland  Group.  Inc 


Primerica  is  a  service  mark  and  a  trademark  of  Primerica  Corporation 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor 's  mind.  -MSF 


Dirty  Pool 

General  John  Galvin,  the  head  of 
the  Army's  Southern  Command,  gave 
a  Senate  Foreign  Relations  subcom- 
mittee an  object  lesson  in  bureaucrat- 
ic excess.  He  said  the  U.S.  had  sold 
Ecuador  ammunition  for  recoilless  ri- 
fles. After  some  of  it  exploded,  killing 
three  soldiers,  Ecuador  asked  the  U.S. 
to  examine  the  rest  of  the  supply.  A 
team  sent  there  concluded  that  400 
rounds  were  dangerously  defective. 
The  U.S.  then  billed  Ecuador 
$180,000  for  the  examination  and 
also  asked  the  Ecuadoreans  to  pay  for 
the  replacement  ammunition.  He  did 
not  indicate  whether  payment  had 
been  received. 

— New  York  Times 

Van  Gogh's  "Mona  Lisa" 

Why  such  a  price  [$39.9  million]  for 
Van  Gogh's  Sunflowers?  It  is  one  of 
the  larger  Van  Goghs,  if  not  necessar- 
ily the  best.  Thanks  to  mass  reproduc- 
tion, it  is  exceptionally  popular  and 
famous.  Its  clones  have  hung  on  so 
many  suburban  walls  over  the  de- 
cades that  it  has  become  the  Mona 
Lisa  of  the  vegetable  world. 

After  the  sale,  Christie's  brought 
out  a  savory  cake  in  the  form  of 
Sunflowers,  the  frame  made  of  flaky 
pastry,  the  colors  rendered  impasto 
furioso  in  various  hues  of  saffron- 
tinted  cream  cheese,  the  green  bits 
done  in  spinach,  and  detail  added 


with  studdings  of  seeds.  It  was  cut 
up  and  eaten  by  the  worshipers.  No 
doubt  when  and  if  a  major  Van  Gogh 
self-portrait  comes  on  the  block, 
there  will  be  a  distribution  of  marzi- 
pan ears. 

—Time 

Protect  the  Cat 

If  a  client  is  elderly,  physically  ill, 
thrice  married  and  leaves  his  money 
to  the  gardener's  cat,  there's  a  good 
chance  his  will  will  be  challenged  on 
mental  status  grounds. 

Is  your  will  at  all  out  of  the  ordi- 
nary? Are  there  potentially  litigious 
heirs  lurking  in  the  background? 
Then  don't  just  sign  it.  Record  it.  Vid- 
eotape it. 

— Deirdre  Fanning,  Forbes 

Dynamize  It 

We're  going  to  dynamize  our  for- 
eign trade,  but  not  at  the  cost  of  an 
economic  recession  or  misery,  be- 
cause the  debt  must  be  paid  with 
(economic)  development  and  not 
through  hunger. 

— Brazilian  President  Jose  Sarney, 
Bangkok  Post 

Real  Hell 

"Fortaleza  [Brazil]  has  one  of  the 
highest  infant  mortality  rates  in  Lat- 
in America.  Two  out  of  ten  kids  die 


before  the  age  of  one,"  said  Mayor 
Maria  Luiza  Fontenele.  .  .  .  Hell  is 
when  you  are  eight  years  old  and  you 
compete  side  by  side  with  vultures 
for  food.  Hell  is  when  you  face  bull- 
dozers pushing  ten-foot-high  mounds 
of  rancid,  dripping  garbage,  and  you 
must  wade  into  it,  knee-deep,  claw- 
ing for  tin  cans  of  pieces  of  tomato. 
Hell  is  when  you  do  this  every  day. 
And  when  it  seems  normal — when 
you  are  eight. 

— Priit  f.  Vesilind, 

National  Geographic 


I  believe  that  it  is  one  of  the 
higher  refinements  of  civi- 
lized behavior  for  opposing, 
parties  to  settle  their  differ- 
ences by  compromise. 

— Armand  Hammer,  Hammer 


Haigspeak 

Al  Haig  and  I  have  something  in 
common.  We  both  came  to  the  prac- 
tice of  the  English  language  rather 
late  in  life.  I  spent  my  first  15  years 
speaking  German.  He  spent  rather 
more  than  that  expressing  himself  in 
an  arcane  dialect  known  as  Haig- 
speak. It  is  a  language  chiefly  charac- 
terized by  the  fact  that  nouns  are 
used  as  verbs,  adjectives  as  adverbs, 
and  vice  versa.  To  cite  a  celebrated 
example  from  his  confirmation  hear- 
ings as  Secretary  of  State,  and  I  quote: 
"I  will  have  to  caveat  my  answer  to 
that,  Senator."  As  the  British  newspa- 
per, The  Guardian,  explained:  "He 
techniqued  a  new  way  to  vocabulary 
his  thought  so  as  to  informationally 
uncertain  anybody  listening  about 
what  he  had  actually  implicationed." 
When  I  was  first  asked  whether  Time 
might  be  interested  in  publishing 
parts  of  Al  Haig's  book,  my  reaction 
was,  "Of  course,  but  who  will  do  the 
translation?" 

— Henry  Grunwald,  editor  of  Time, 
introducing  Haig  at  The  "21"  Club 

Pooped  Poppa 

My  favorite  first  grade  teacher  told 
me  that  one  of  her  students  asked 
his  dad  the  other  day  why  he  kept 
bringing  home  work  from  the  office 
every  night. 

The  father  explained  that  he  had  so 
much  work  to  do  that  he  just  couldn't 
finish  during  the  day. 

"Then  why  don't  they  put  you  in  ai 
slower  group?"  the  little  boy  asked. 

— "Jab's  Gab," 
Benton  County  Enterprise  (Mo.) 


"I'm  sleeping  better,  and  I  just  crossed  the  equator  on  my  rowing  machine. " 
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American  business 
hasoneword  fortheway 
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In  a  recent  national  survey,  more  CFO's  and 
Risk  Managers  rated  Liberty  Mutual  best  for 
workers  compensation  "claims  administration" 
1    nan  the  next  two  insurers  combined. 

3CtlO 

As  the  largest  provider  of  workers 
zompensation  coverage  to  American  business, 
vve  like  to  think  that  our  size  is  a  result  of  our 
quality.  A  result  of  bringing  all  our  experience  and 
expertise  to  bear  in  lowering  the  final  cost  of  this 
/ital  form  of  insurance. 

Long  before  the  term  "cost  containment" 
as  coined,  Liberty's  Medical  Advisors  and 


Rehabilitation  Nurses  were  doing  just  that. 
Comprehensive  reviews  and  active  management 
of  the  cases  of  seriously  disabled  workers  have 
shortened  recovery  times  for  thousands  of  injured 
workers.  And  lowered  the  final  cost  of  workers 
compensation  coverage  for  their  employers. 

For  75  years,  America  has  believed  in  Liberty 
Mutual.  Because  Liberty  Mutual  has  always 
believed  that  better  service  to  our  policyholders  is 
simply  better  business  for  us. 

Results  reported  here  are  from  an  independent  telephone  survey  conducted 
among  a  systematic  sample  of  300  respondents  in  selected  industries. 


AMERICA  BELIEVES  IN  LIBERTY  MUTUAL  INSURANCE 


LIBERTY 
MUTUAL 


75th  ANNTVERSARY- 1987 


6  Liberty  Mutual  Insurance  Group/Boston 


How  many  pairs  of  shoes  must  a  CEO  wear 
in  order  to  maximize  company  performance? 


In  order  to  maximize  sales,  earnings 
and  profit,  a  CEO  needs  assurance  of 
top-level  performance  all  down  the 
line. 

And  what  CEO  has  the  time  or  the  op- 
portunity to  put  himself  into  the  shoes 
of  everybody— with  any  degree  of  man- 
agement responsibility—  all  down  the 
line? 

Which  is  why  we  provide,  worldwide,  a 
staff  of  competent  specialists  to  install 


for  you  methods  and  systems  to  save 
time  and  cost  and  maintain  top-level 
motivation  all  down  the  line. 

In  short,  we  have  the  know-how,  ex- 
perience and  dedication  to  do  for  you 
many  of  the  things  you  have  neither 
the  time  nor  the  shoe  leather  to  do 
yourself — and,  in  doing  this,  help  you 
achieve  the  maximum  company  per- 
formance you  must  have  for  the  ul- 
timate in  sales,  earnings  and  profit. 


Alexander  Proudfoot 

Specializing  in  the  Installation  of  Productivity  Improvement 

and  Profit  Enhancement 


The  Alexander  Proudfoot  Worldwide  Family  of  Companies.  Founded  1946.  Executive  Offices:  249  Royal 
Palm  Way.  Palm  Beach,  FL  33480  (800-843-4877).  Operating  in  the  United  States,  Canada  (Toronto 
416-862-7543),  Mexico  (Mexico  City  905-254-6711),  Brazil  (Sao  Paulo  011.283.2533),  Great  Britain, 
France,  Federal  Republic  of  Germany.  Italy,  Spain,  Portugal,  Denmark,  Ireland,  Luxembourg,  The 
Netherlands,  Belgium  (Brussels  2.511.0640),  Hong  Kong,  Malaysia,  Singapore  (65.225.4646). 
This  message  prepared  by  Alexander  Proudfoot  Communications.  L.P. 


(In  Florida  Call  305-655-9300.) 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


DISARMAMENT 

The  U.S.  and  the  Soviet  Union  will  soon  be  reaching  a 
significant  arms  control  agreement.  At  the  least,  both  are 
likely  to  remove  their  medium-range  nuclear  missiles 
from  Europe.  When  the  euphoria  fades  away,  however,  we 
and  our  NATO  allies  will  face  a  sobering  fiscal  fact: 
Military  budgets  will  be  going  up  as  a  result  of  this  bit  of 
disarmament. 

Western  public  opinion  has  never  grasped  the  truth  that 
nuclear  weapons  have  been  a  cheap  substitute  for  conven- 
tional armaments  and  manpower.  Moscow  has  over- 
whelming superiority  over  the  West  when  it  comes  to 
conventional  military  power.  Without  the  bomb,  we  and 
our  NATO  allies  would  need  millions  more  of  our  people 
in  uniform  and  would  be  spending  several  hundred  billion 
additional  dollars  for  tanks,  artillery,  rifles,  ammunition, 
aircraft,  etc.  The  deterrent  to  a  Soviet  invasion  of  Western 
Europe  has  been  our  own  nuclear  weaponry. 

Since  they're  contiguous  to  Western  Europe,  the  Soviets 
have  several  advantages.  Unlike  the  U.S.,  they  could  easily 
bring  reinforcements  to  bear  in  a  conventional  war.  They 
could  also  bring  back  any  missiles  they  do  remove,  proba- 


IS  NO  BARGAIN 

bly  within  48  hours.  Given  the  current  political  realities  of 
the  West,  it  would  probably  take  us  48  months  to  do  the 
same.  Moreover,  Western  Europe  doesn't  have  the  space 
for  a  defense-in-depth  that  its  conventional  inferiority 
would  seem  to  call  for. 

Arms  controllers  make  the  valid  point  that  we  would 
still  have  tactical  nuclear  weapons  on  the  continent  as 
well  as  the  aircraft  to  deliver  a  nuclear  punch  to  the  East. 
But  the  momentum  is  now  shifting.  The  more  of  our 
nuclear  capability  we  remove  from  Europe,  the  more  we 
will  need  additional  conventional  weaponry  to  keep  the 
deterrent  credible.  Otherwise,  over  time,  certain  Western 
states  will  give  in  to  the  temptation  of  trying  to  seek  a 
Finland-like  neutrality,  thereby  generating  pressures  that 
would  fracture  NATO. 

The  prospective  arms  control  agreement  will  have  anoth- 
er cost:  delaying  the  development  of  President  Reagan's 
Strategic  Defense  Initiative,  known  as  "Star  Wars."  When 
we  finally  wake  up  to  the  need  for  SDI,  we  will  have  to  spend 
infinitely  more  dollars  to  make  up  for  lost  time. 

This  arms  treaty  isn't  going  to  come  cheap. 


THE  SUPR] 

has  upheld  an  Indiana  law  that  puts  serious  barriers  in  the 
way  of  hostile  takeover  bids  by  arbitrarily  stripping  the 
voting  rights  of  an  unfriendly  shareholder  when  he  obtains 
a  certain  amount  of  stock.  Other  states  will  certainly 
follow  suit  with  similar  legislation. 

The  decision  is  disturbing:  It  violates  the  spirit  of  the 
interstate  commerce  clause  of  the  Constitution,  and  it 
will  help  entrench  incumbent  managements. 

We're  not  talking  here  about  such  notorious  takeover 
abuses  as  greenmail  and  golden  parachutes.  There  are  a 
number  of  proposals  before  Congress  that  would  bar  these 
unconscionable,  immoral  practices.  To  use  such  outrages 
as  an  excuse  to  obstruct  unwelcome  acquisition  offers  is 
similar  to  calling  for  the  abolition  of  automobiles  because 
of  the  frequency  of  accidents  or  to  closing  down  our 
financial  markets  because  of  insider  scandals. 

The  interstate  commerce  clause  played  a  key  part  in 
this  country's  expansion  by  preventing  states  from  inter- 


ME  COURT 

fering,  via  discriminatory  taxes  and  rules,  with  people 
conducting  business  across  state  lines.  It  forbade  a  state 
version  of  protectionism.  Capital  is  an  economic  com- 
modity. The  Indiana  law  attempts  to  interfere  with 
shareholders'  rights  to  sell  to  someone  they  wish  at  an 
agreed-upon  price. 

One  of  the  great  strengths  of  the  American  economy 
has  been  its  ability  to  adapt  and  to  adjust  to  changing 
circumstances.  Managements  need  to  be  responsive  to 
and  not  shielded  from  these  pressures.  Change,  not 
stability,  has  been  the  characteristic  of  the  American 
economy  for  generations.  It  has  been  the  wellspring  of 
our  prosperity.  This  Indiana  type  of  protectionism  could 
introduce  a  dangerous  element  of  rigidity,  a  lack  of 
responsiveness  into  our  economy. 

Loopholes  and  end  runs  may  be  found  to  overcome  the 
Indiana  obstacle.  But  the  Supreme  Court  has  given  states 
the  green  light  to  quickly  find  new  roadblocks. 
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THE  TROCADERO 
IS  FOR  SALE. 


A  landmark  property  on  a  2  acre  site  in  the  heart  of  London's  leisure  district. 


The  Trocadem  is  221 .000  square 
feet  of  shops,  restaurants, 
exhibitions  and  leisure  attractions, 
at  Piccadilly  Circus. 

In  1986  around  7  million  people 
visited  The  Troc.  more  than  half  of 
them  under  40.  The  forecast  for 
1987  is  10  million. 

The  building  is  a  natural 
meeting  place,  immediately 
surrounded  by  the  theatres  of 
Shaftesbury  Avenue,  the  cinemas 
of  Leicester  Square,  and  the  clubs 
and  restaurants  of  Soho. 


The  Guinness  World  of  Records 
exhibition  has  helped  make  The 
Troc  the  fourth  most  visited  fee- 
paying  attraction  in  the  capital. 

There  are  46  units,  with  a 
current  annual  rental  income  of 
£1 .850.000.  As  yet  50.000  square 
feet  is  undeveloped. 


The  Trocadero 


l  nlike  much  commercial 
property  in  London,  the  Trocadero 
is  for  sale  outright,  rather  than  on  a 
lease.  WTiich  isn't  an  opportunirx 
that  comes  along  twice. 

For  further  details: 


DEBENHAM 
TEWSON 


450  Park  Avenue 
New  York  NY  10022 
Telephone  (212)  758  8218 


Piccadilh  Circus 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


There's  not  much  left 
in  state  and  local 
government  kitties 


State  and  local 
government  balances,  1978-88* 


Year-end  balances 


Balance  as  % 
of  expenditures 
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*  Does  not  include  balances  from  budget  stabili- 
zation funds,  f  1987  and  1988  are  estimates.  1988 
excludes  figures  for  Alabama  and  Louisiana. 
Sources:  National  Governors'  Association  and 
the  National  Association  of  State  Budget  Officers 


E  PLURIBUS  .  .  .  ULCERS 

State  government  surpluses  are  close  to  zero.  At  the  end  of  the 
current  fiscal  year,  ending  Sept.  31,  the  surplus  on  their  operating 
accounts  is  expected  to  total  just  $1.6  billion,  or  0.8%  of  spending. 
That's  dangerously  low,  says  the  National  Governors'  Association,  the 
more  so  since  only  two  states,  California  and  New  Jersey,  hold  half  of 
the  surplus. 

An  improvement  is  forecast  for  fiscal  1988,  but  that  hope  is  precarious- 
ly based  on  a  substantial  (6.2%)  increase  in  revenues. 

Such  an  uptick,  in  turn,  depends  on  the  national  economy's  continuing 
at  least  to  putter  along,  although  many  state  governments  (28  so  far) 
plan  tax  increases  this  year  on  top  of  modest  increases  in  fiscal  1986. 
State  spending,  meanwhile,  rose  3.7%  last  year  (in  inflation-adjusted 
terms)  and  should  grow  by  1.9%  this  year.  But  real  spending  will  be 
capped  in  fiscal  1988,  with  many  states  planning  to  cut  spending. 

They  have  no  choice.  Unlike  the  federal  government,  the  states  cannot 
go  into  deficit.  Except  Vermont,  all  states  (and  all  cities  and  local 
governments)  by  local  law  must  balance  their  budgets  over  a  two-  to 
three-year  period. 

The  result  is  a  difficult  to  manage  careening  back  and  forth  between 
narrow  surplus  and  the  brink  of  deficit  and  an  increase  in  debt  (to  $721 
billion  last  year,  up  from  $521  billion  in  1984). 

Balanced  budgeting  is  more  difficult  to  manage  today,  for  two  reasons: 

1.  Uncertainties  about  the  economy,  says  Steven  Gold  of  the  National 
Conference  of  State  Legislatures,  make  it  risky  for  states  (including  the 
newly  rich,  like  New  York  State  and  City)  planning  to  give  back  all  or 
even  most  of  the  windfall  resulting  from  federal  tax  reform. 

2.  Delays  and  uncertainties  abound  about  federal  transfers  to  the  states 
and  local  governments.  With  general  revenue  sharing  ended  in  1986, 
the  feds  will  provide  just  under  16%  of  state  and  local  government 
funds  in  1987,  down  from  the  23.4%  peak  in  1978,  says  Sara  Johnson  of 
Data  Resources. 


Local  downturns, 
of  course,  have 
national  implications 


Many  states  have  built  "rainy  day"  reserves  (budget  stabilization 
funds),  but,  at  under  1%  of  spending  in  total,  they  are  too  tiny  to  be  of 
much  use  yet. 

There  is  quite  a  split  between  states  doing  well  (northeastern,  mid- 
Atlantic  and  West  Coast  states)  and  those  dependent  on  energy  or 
farming,  which  are  suffering. 

Texas  is  so  strapped  (a  $1  billion  deficit  is  anticipated  in  fiscal  1987) 
that  it  is  considering  an  income  tax.  Now  that  tax  reform  has  ended 
sales  tax  deductibility,  other  states  without  income  taxes  will  follow. 

The  gloomy  picture  has  broader  implications,  too,  of  course.  State  and 
local  government  spending  represents  about  13%  of  GNP  (and  jobs). 

The  planned  turndown  in  spending  and  increases  in  taxation  come  at  a 
time  when  the  only  clearly  hopeful  prospect  nationally  would  be  an 
improvement  in  the  trade  balance.  But  that  is  a  long  time  coming. 
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The  Forbes  Index 
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Housing  shortage.  The  Forbes  Index  rose  0.2%  in  the 
latest  period,  but  there  is  limited  joy  in  the  fact.  There 
were  143,000  housing  starts  in  March,  against  102,000  in 
February.  But  the  March  total  was  down  8,000  from  a  year 
earlier,  so  the  12-month  trailing  total  for  new  homes  (one 
of  eight  elements  in  the  Index)  declined  0.4%.  Another 
drag  was  industrial  production,  off  0.3%,  reflecting  a 


cutback  in  domestic  auto  production,  from  an  8.3  million 
annual  rate  in  February  to  7.9  million  in  March. 

Retail  sales  helped  the  Index  by  climbing  0.2%  from 
February  to  March.  Consumers  may  be  burdened  with 
historically  high  debt  levels,  but  that  didn't  stop  them 
from  purchasing  some  $125  billion  worth  of  goods  in  the 
most  recent  month,  vs.  $117  billion  a  year  ago. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 


400  Services 


190 


360 

150     /                                 \  J 

320  |  Total  Index 

110 

Consumer  price  indexes  1 1967  =  100)                            New  housing  starts  (thousands! 

all  urban  consumers,  unadjusted  (Dept.  of  Labor]             privately  owned,  unadjusted  (Dept.  of  Commerce) 

industrial  production  index  J 1967  =  100) 
seasonally  adjusted  (Federal  Reserve) 


Manufacturers'  new  orders  and  inventories 

(Sbillionsl  seasonally  |Dept.  of  Commercel 


Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 


131  610 


350 

125 

x — ^  VA/" 

450 

119 

550 

j  Uotmjtleytnetu  claims  average  ioi  month 

!  lifao'.vvacdsi  ;.c.-j:  onaHy  adjusted  (Dept.  of  labor! 

Retail  store  salei  i$billions| 

seasonally  adjusted  (Dept.  of  Commerce) 

Consumer  installment  credit  (Sbillions) 
total,  seasonally  adjusted  (Federal  Reserve! 

"TT  7  !  "I   If   I  1  I   I   I   I   I   I   I   !   |   |   |   |   |   |  1   I   I   I   I   I   I   I   I   I   I   I   I  I 

v         0  N  t>    j    F  M  F   M  A  MJ    JASON  DJFM  FMAMJ    JASONDJ  FM 


36 


FORBES,  MAY  18,  1987 


frBet  the  house 

on  Listen. 
If s  a  sure  thing? 


Once  again,  what  could  never  happen, 
happened.  Once  again,  the  underdog  had 
defeated  the  favonte.  And  once  again, 
people  would  learn— many  the  hard  way— 
that  there  are  very  few  sure  things  in  life. 

And  the  municipal  bond  business  is  cer- 
tainly no  exception  to  the  rule.  That's  why 
there's  FGIC  Municipal  Bond  Insurance. 

When  it  comes  to  the  business  of  insur- 
ing municipal  bonds,  there  isn't  a  company 
on  earth  that  can  do  it  better. 

Why?  Our  unequaled  strength. 

You  see,  FGIC  is  now  a  publicly-held 
company,  whose  founding  investors— own- 
ing over  80%  of  the  stock— include  six  of 
the  largest,  most  powerful  and  secure 
corporations  in  America. 

And  our  capital  base  has  increased 
five-fold  through  eight  separate  equity  con- 
tributions. Today,  that  capital  base  is  over 
364  million  dollars.  And  that's  in  cash,  not 
in  promises.  And  in  this  business,  hard  cash 
is  the  truest  form  of  strength. 

Few  companies  in  this  business  have 
that  kind  of  pure  cash  strength  behind 
them.  Or  that  kind  of  claims-paying  ability. 

Perhaps  that's  one  reason  why  we  can 
say  with  complete  confidence,  that  we 
guarantee  payment,  in  full,  of  principal  and 
interest  on  every  FGIC-insured  bond— under 
every  circumstance. 

And  why  every  FGIC  bond  is  rated 
Aaa/AAA  by  Moody's  and  Standard  and 
Poor's,  respectively. 

In  short,  FGIC  Municipal  Bond  Insur- 
ance is  one  of  life's  few  sure  things— you  can 
bet  on  it. 

Further  information  is  available  from 
FGIC.  Call  1-800-255-FGIC  to  learn  more. 

FGIC's  founding  investors  include  General  Electric  Credit 
Corporation,  General  Reinsurance  Corporation,  The  Kemper 
Group,  Merrill  Lynch  &  Co.  Inc.,  J.  P  Morgan  and  Co 
Incorporated  and  Shearson  Lehman  Brothers  Inc 


FGIC. 

Bond  insurance. 
One  of  life  s  few  sure  things. 


THE  XEROX 
FINANCIAL 
MACHINE. 


Take  a  closer  look.  Xerox  has  created  a  new 
machine  geared  to  make  life  a  little  simpler. 

It's  Xerox  Financial  Services,  a  network  of 
component  companies  that  together  form  the  -basis 
of  a  financial  machine  even  stronger  than  the  sum  of 
its  parts. 

Crum  and  Forster.  A  multiple- line  property/ 
liability  insurance  organization  with  total  assets  of 
iover  $8.5  billion. 

Van  Kampen  Merritt.  An  investment  banking 
(firm  that's  sponsored  over  $20  billion  in  unit 
investment  trusts  and  mutual  funds. 

Xerox  Credit  Corporation.  A  major  provider  of 
financing  for  capital  equipment  purchases,  with 
over  $2.5  billion  in  assets. 


And  a  select  group  of  other  financial  and  joint 
venture  companies;  clearly  a. monetary  mechanism 
designed  to  create  powerful  new  opportunities  in  the 
world  of  business. 

They  are  all  part  of  Xerox  Financial  Services, 
a  machine  with  many  solutions  to  make  your 
complex  financial  needs  more  manageable. 

Simple,  isn't  it? 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 
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Can  Mick  J  agger  and  other  aging  rockers  wiggle  their  backsides 
long  enough  for  the  record  industry  to  keep  flying  high? 


And  the  beat 
goes  on 


By  Allan  Dodds  Frank 


Iast  October  Laurence  Tisch, 
_  then  CBS  acting  president,  ap- 
I  proved  CBS  Records  Group 
President  Walter  Yetnikoff's  solicita- 
tion of  offers  for  the  company's  vener- 
able record  division.  Minimum  price: 
$1.25  billion,  $50  per  CBS  share. 

No  sooner  was  Tisch's  line  in  the 
water  than  the  fish — big  ones — began 
biting  hard.  Serious  discussions  fol- 
lowed immediately  with  Sony  Corp., 
Triangle  Industries'  Nelson  Peltz  and 
his  Drexel  Burnham  Lambert  buddies. 
The  Walt  Disney  Co.  was  so  interest- 
ed that  independent  producer  David 
Geffen  says  Disney  would  have  paid 
him  a  $3  million  commission  had  a 
Disney  deal  with  CBS  gone  through. 
Yetnikoff  himself  hoped  (and  still 
hopes)  to  lead  a  leveraged  buyout, 
backed  by  Triangle,  and  says  he  would 
offer  at  least  $1.5  billion. 

Suddenly,  late  last  year  CBS'  board 
sided  with  the  aging  chairman,  Wil- 
liam Paley,  and  nixed  the  idea  of  sell- 
ing the  records  division.  Forgo  over  $1 
billion?  Madness?  No,  smart.  On  Apr. 
15,  CBS  Records  reported  its  highest- 
ever  quarterly  earnings:  $67.9  mil- 
lion, pretax,  nearly  75%  of  CBS'  oth- 
erwise off-key  earnings. 

With  new  releases  due  this  year 
from  Michael  Jackson,  Wham's 
George  Michael  and  other  major  art- 
ists, CBS  Records  could  earn  more 
than  $200  million  this  year,  on  reve- 
nues of  $1.5  billion. 

lis  month,  at  Yetnikoff's  sugges- 


The  Grateful  Dead,  with  Bob  Weir  (left)  and  lead  guitarist  Jerry  Garcia 
The  music  business  is  very  much  alive,  especially  the  Dead. 
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tion,  Sony  and  CBS  will  discuss  an- 
other potentially  lucrative  proposal: 
spinning  off  a  minority  interest  of  the 
jointly  owned  CBS/Sony  Records  in 
fapan  on  the  bubbling  Tokyo  stock 
market  (see  story,  p.  139).  Capitalized 
in  1968  at  $3  million,  CBS/Sony  is 
believed  to  have  earned  more  than 
$50  million,  aftertax,  last  year.  At  cur- 
rent Tokyo  Stock  Exchange  multi- 
ples, the  50-50  joint  venture  could  be 
valued  at  nearly  $3  billion.  CBS'  share 
would  then  have  a  market  value  of 
$1.5  billion,  about  $60  per  CBS  share. 
And  that's  only  a  small  part  of  CBS' 
worldwide  holdings. 

There  is  also  talk  that  CBS  may 
spin  off  CBS  Records  in  the  U.S.  mar- 
ket. At  15  times  1986  earnings,  an 
independent  CBS  Records  would  be 
worth  more  than  $2.8  billion.  Current 
market  value  for  all  of  CBS:  $4  billion. 

So,  no,  Bill  Paley  had  most  certainly 
not  lost  touch. 

It's  like  this  all  over  the  record  in- 
dustry. At  $41.6  million,  MCA's  first- 
quarter  earnings  were  above  expecta- 
tions, thanks  mostly  to  a  strong  boost 
from  the  studio's  record  division  (its 


labels  include  MCA,  Motown  and  IRS 
Records).  Late  last  month  MCA  Presi- 
dent Sidney  Sheinberg  hinted  he  may 
spin  off  the  division.  Based  on  last 
year's  earnings,  it  could  bring  over 
$1.3  billion,  $17  per  MCA  share. 

Same  story  at  Warner  Communica- 
tions. Its  music  division,  like  CBS', 
accounts  for  nearly  25%  of  the  world 
market.  For  all  of  last  year,  Warner's 
three  record  divisions  (Warner  Broth- 
ers, Atlantic  and  Elektra/Asylum/ 
Nonesuch)  reported  operating  income 
of  $15]  million  on  revenues  of  $1.1 
billion.  But  in  this  year's  first  quarter, 
operating  profits  rose  50%,  to  $47 
million.  That  was  nearly  half  the 
conglomerate's  overall  earnings. 

Gold  hasn't  flowed  from  black  vi- 
nyl disks  in  such  quantities  in  many 
years.  By  the  turn  of  the  decade,  the 
industry  was  supposedly  on  its  last 
legs — reeling  from  unauthorized  cas- 
sette taping  and  clobbered  by  leisure- 
time  competition  from  video  games 
and  home  computers.  You  could  hard- 
ly give  record  companies  away. 

Fearing  the  worst,  Columbia  Pic- 
tures sold  Arista  to  Germany's  Ber- 


telsmann Group  in  the  fall  of  1979. 
Then,  last  September,  Bertelsmann 
reportedly  paid  General  Electric  $300 
million — 20  times  pretax  cash  flow — 
for  the  75%  of  RCA/Ariola  Records 
the  German  media  giant  didn't  al- 
ready own.  Last  year  Bertelsmann's 
labels  grossed  an  estimated  $850  mil- 
lion, and  could  be  worth  $2  billion. 

To  look  at  markets  in  retrospect 
(goes  the  saying)  is  to  die  of  remorse, 
and  record  and  movie  producer  David 
Geffen  is  dying  a  little  these  days. 
Over  lunch  at  Ivy,  a  trendy  West  Hol- 
lywood restaurant,  Geffen  rehashes 
an  opportunity  he  had  in  1983  to  buy 
80%  of  then-moribund  Polygram  Re- 
cords' American  operations  and  half 
its  foreign  business;  Polygram's  at- 
traction was  its  catalog  of  classics  on 
Casablanca,  Mercury,  Polydor  and 
other  labels.  Geffen  says  he  could 
have  swung  the  Polygram  deal  for  $50 
million  in  cash  and  $50  million  in 
deferred  payments. 

Long  affiliated  with  Warner  Com- 
munications, Geffen  wasn't  allowed 
by  the  Federal  Trade  Commission 
both  to  make  the  deal  and  stay  in 
business  with  Warner.  He  chose 
Warner,  and  Polygram's  1986  sales  ex- 
ceeded $1.3  billion  worldwide. 

"Polygram,"  says  Geffen  of  his 
missed  opportunity,  "is  worth  a  half- 
billion  today."  Confirms  Polygram 
President  Richard  Asher:  "If  Geffen 
had  gotten  that  deal,  it  would  have 
been  better  than  Manhattan  for  $24." 

How  is  it  that  record  companies 
that  went  begging  a  few  years  ago  are 
gold  mines  today?  Where  did  the 
smart  people  go  wrong? 

It's  an  old  story  in  cyclical  business- 
es. On  the  up  cycle,  people  will  pay 
extra  to  get  on  board,  and  on  the  down 
cycle  they'll  give  away  assets  to  get 
off.  Wiser  heads  know  that  what  goes 
down  will  come  up  and  vice  versa. 

What  brought  the  cycle  back  up  this 
time  was  technology:  the  compact 
disk.  Notice  that  overall  music  indus- 
try revenues  aren't  all  that  robust. 
They  crept  up  from  $4.39  billion  in 
1985  to  only  $4.65  billion  in  the  U.S. 
last  year,  and  from  $7.9  billion  to  $8.1 
billion  overseas.  In  unit  terms,  U.S. 
shipments  of  recordings  actually  de- 
clined from  653  million  units  in  1985 
to  618  million  last  year. 

But  thanks  to  the  compact  disk, 
both  prices  and  profits  have  risen 
sharply  on  the  average  unit  sold.  And 
this  may  be  just  the  beginning.  Con- 
sider some  numbers:  In  the  U.S.  last 
year,  cassettes  sold  345  million  units, 
singles  sold  94  million,  vinyl  LPs  sold 
125  million,  and  the  new  CD  format 
racked  up  53  million  unit  sales.  No 
question,  the  CDs,  with  their  higher 
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Atlantic  Records'  Ahmet  Ertegun 
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Record  producer  David  Geffen 

The  CD  boom  is  best  for  the  biggest. 


prices  and  superior  sound,  have  plen- 
ty of  room  to  grow.  The  Electronic 
Industries  Association  estimates  that 
in  the  U.S.  more  than  76  million 
households  already  own  turntables, 
cassette  players,  or  both,  but  so  far 
only  4  million  CD  players  are  in  use. 

The  same  trade  group  estimates 
that  another  4  million  CD  players 
will  be  sold  this  year.  Even  so,  only 
one  home  in  ten  will  have  a  CD  play- 
er, suggesting  that  disk  sales  are  only 
beginning  to  take  off. 

Compact  disks  are  gravy  for  the  rec- 
ord companies.  Now  retailing  at 
around  $12.95,  CDs  wholesale  for 
about  $8  and  cost  around  $3  to  manu- 
facture. Throw  in  $1  or  so  for  royal- 
ties, and  the  companies  clear  close  to 
$4  per  disk.  Says  Warner's  Atlantic 
Recording  Corp.  Vice  Chairman  Shel- 
don Vogel,  "People  will  immediately 
buy  up  to  15  CDs  just  to  have  some- 
thing to  play  on  their  new  toys." 

Suppose  2  million  new  CD  players 
are  sold  in  the  U.S.  this  year.  Suppose 
further  that  each  buyer  purchases  ten 
disks,  and  owners  of  the  existing  4 
million  units  also  buy  ten  disks  of 
records  they  already  own.  That  alone 
works  out  to  an  extra  $240  million  in 
pretax  profit  for  the  industry.  At  At- 
lantic, CDs  already  account  for  30% 
of  dollar  sales  and  only  25%  of  unit 
sales.  For  classical  catalogs,  such  as 
Polygram's  Deutsche  Grammophon, 
CDs  are  80%  of  sales.  Powerful  retail- 
ers like  Tower  Records  keep  expand- 
ing their  CD  displays. 

What  music  are  the  kids  buying?  At 
the  moment,  they  seem  to  like  songs 
with  social  protest  lyrics.  Bruce 
Springsteen  has  probably  made  $20 
million  since  releasing  his  five-record 
set  last  year,  selling  into  this  trend.  U- 
2,  the  hot  Irish  rock  band  recently  on 
Time's  cover,  is  another  major  benefi- 
ciary. You  know:  U.S.  out  of  Nicara- 
gua, Down  with  Apartheid,  End  Hun- 
ger, Ban  the  Bomb.  It's  a  way  for  the 
affluent  young  to  feel  virtuous  and  be 
self-indulgent  at  the  same  time. 

But  before  you  build  a  political  plat- 
form on  that,  listen  to  Atlantic  Chair- 
man Ahmet  Ertegun:  "Sometimes,  so- 
cially conscious  songs  sell  a  lot  of 
records,  but  that's  accidental.  Kids 
buy-  sound  and  rhythm  more  than 
messages.  They  like  the  idea  that 
these  groups  have  social  conscience, 
but  they  groove  to  the  music."  Mi- 
chael Jackson  made  over  $30  million 
on  his  Thriller  album  and  hopes  to  top 
that  with  an  album,  tentatively  called 
Smooth  Criminal,  to  be  released  on 
CBS'  Epic  label  this  fall. 

But  it  isn't  just  kids  who  are  driving 
the  music  business,  especially  the 
compact  disk  segment.  By  virtue  of  its 
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"We're  a  straight  business  now" 


ore  than  any  other  rock  musicians,  the  six  mem- 
bers of  San  Francisco's  Grateful  Dead  have  con- 
sciously put  the  building  of  goodwill  among  their  fans 
before  immediate  profitability.  Partly  as  a  result,  fans, 
friends  and  unscrupulous  managers  have  stuck  the 
band  with  overpriced  equipment,  traded  freely  on  the 
group's  trademarks  and  copyrights  and  ripped  them  off 
in  countless  other  ways.  The  Dead's  rhythm  guitarist, 
Bob  Weir,  reckons  the  band  has  piddled  away  anywhere 
from  $20  million  to  $50  million  over  the  last  20  years. 

On  the  brighter  side,  no  band's  fans  are  as  loyal  as  the 
Dead's  fans  are.  This  is  a  major  reason,  in  a  business 
where  superstars  become  burned  out  novas  within  a 
few  years — where  are  the  Bee  Gees?  the  Byrds?  Dono- 
van?— the  Grateful  Dead  still  sell  out  concerts  after  22 
years.  The  Dead,  says  legendary  rock  promoter  Bill 
Graham,  "are  the  closest  thing  to 
Living  Theater,  to  the  communal 
expression  of  breaking  down  the 
walls." 

"Dead  Heads,"  as  the  band's  fans 
style  themselves,  congregate  at 
concerts  in  such  numbers,  they've 
become  a  traveling  sideshow,  a 
veritable  bazaar  of  tie-dyed  T  shirts 
and  Dead  paraphernalia.  At  the 
Grateful  Dead's  recent  three-con- 
cert series  over  Easter  weekend  in 
Irvine,  Calif.,  the  parking  lot  undu- 
lated with  a  colorful  tide  of  Dead 
Head  vendors  using  card  tables,  car 
trunks  and  backpacks  to  hawk 
shirts,  jewelry,  Dead  books  and 
newsletters,  bootleg  records  and 
tapes  and  food  ranging  from  steaks 
to  tofu.  Psychedelic  drugs  and  mar- 
ijuana moved  fast,  too.  "On  a  good 
day,"  says  Bill  Candelario,  the 
Grateful  Dead's  merchandising 
manager,  "we're  losing  $200,000  in 
sales  out  there." 

But  the  band  gets  the  money 
back  in  other  ways.  Those  fans 
spend  much  of  their  parking  lot  earnings  to  buy  tickets 
and  gas  to  follow  the  band  around.  Inside  the  arenas, 
the  Dead  still  sell  perhaps  1,000  shirts  per  concert,  at 
prices  ranging  from  $10  for  last  year's  T  shirts  to  $20  for 
a  golf  shitt. 

Operating  with  a  staff  of  about  35  from  two  offices  in 
San  Rafael,  Calif.,  the  band  maintains  a  "Dead  hotline" 
to  update  fans  about  band  gossip,  concert  dates  and 
mail-order  tickets.  A  separate  line  handles  orders  for 
Dead  T  shirts  and  other  trinkets.  More  than  50%  of  all 
tickets  are  sold  directly  by  the  band.  That  means  the 
Dead  needn't  split  much  of  their  take  with  ticket  bro- 
kers, who  generally  get  $1  or  $2  a  ticket.  The  Dead's  ten 
phones  handle  from  1,500  to  6,000  calls  per  day,  and  a 
computerized  mailing  list  reaches  150,000. 

Unlike  other  rock  groups,  the  Grateful  Dead  permit 
fans  to  tape  concerts  from  a  special  seating  section 
known  as  "tape  city."  This  has  spawned  dozens  of 
unauthorized  records  and  drives  record  company  execu- 
tives around  the  bend.  But  it  also  gives  fans  a  chance  to 


relive  their  concert  visions  of  the  band  and  freshens 
demand  for  the  group.  So  popular  are  Dead  concert 
tickets  that  the  group  has  swallowed  some  countercul- 
tural  pride  and  called  in  the  FBI  to  investigate  wholesale 
counterfeiting  of  tickets. 

All  told,  the  Grateful  Dead  have  done  more  than 
1,600  live  performances  in  22  years.  In  the  last  two 
years  alone,  playing  almost  always  to  sold-out  arenas 
and  stadiums,  the  band  has  grossed  more  than  $20 
million,  according  to  Amusement  Business  magazine. 
Says  lead  guitarist  Jerry  Garcia,  "When  we're  on  the 
road,  we're  at  home." 

In  tune  with  the  times,  the  laid-back  Dead  now  pay 
stricter  attention  to  business.  In  the  last  year  the  band 
reorganized  its  business  operations,  hiring  a  new  comp- 
troller, linking  to  one  another  by  Apple  Macintoshes, 


Dead  Heads"  last  month  at  an  /n  ine  concert 
'We're  losing  $200,000  a  day  in  sales  out  there. 


and  holding  board  meetings  every  two  weeks. 

The  move  comes  as  the  Dead  find  themselves  on  the 
threshold  of  huge  financial  success.  The  band's  first 
new  album  (In  the  Dark)  and  its  first  new  single  ("Touch 
of  Gray")  in  seven  years  will  be  released  on  Bertels- 
mann's Arista  Records  in  July.  Arista  Records  President 
Clive  Davis  predicts  the  album  will  sell  over  a  million 
copies  within  one  week  after  release.  His  confidence  is 
based  on  the  knowledge  that  even  if  the  record  doesn't 
hit  the  top  of  the  charts,  it  can't  lose  money;  the  band's 
million  or  so  Dead  Heads  all  but  guarantee  a  minimum 
sale  of  several  hundred  thousand  copies.  A  feature  film 
for  New  World  Pictures,  budgeted  at  $3  million  to  $5 
million,  is  also  in  the  works. 

By  midsummer  the  Grateful  Dead  could  easily  be- 
come the  biggest  surprise  in  mainstream  music  this 
year.  "This  will  be  a  great  year  for  us  because  we  finally 
have  the  business  together,"  says  Bill  Kreutzmann, 
drummer  and  chief  financial  officer.  "We're  a  straight 
business  now." — A.D.F.  and  Edward  F.  Cone 
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numbers  and  its  spending  capacity, 
the  30-plus  crowd  is  more  important. 
This  is  the  group  that  can  shell  out 
$200  for  a  new  compact  disk  player 
and  $13  and  more  per  disk. 

The  CD  boom  is  best  for  the  biggest 
music  companies,  with  catalogs  of  old 
records  to  re-release  on  CDs.  "Even  if 
a  person  has  a  record  and  a  cassette  of 
a  favorite  record,  and  a  new  configura- 
tion like  the  compact  disk  arises," 
says  Ertegun,  "if  they  like  to  listen  to 
it  and  want  to  have  it,  they  buy  it  all 
over  again  on  CD."  Thorn-EMI's  Cap- 
itol Records  division,  for  example,  re- 
issued four  Beatles  albums  on  CD, 


retailing  from  $12  to  $16  each. 
They've  already  sold  2  million.  By 
year's  end,  Capitol  will  have  released 
nine  more  Beatles  albums  on  CD. 

There  is,  unfortunately,  a  snake  in 
this  paradise — the  newfangled  digital 
tape  recorders  soon  to  pour  forth  from 
Asian  manufacturers.  With  their  abil- 
ity to  duplicate  the  crystal-clear 
sound  of  CDs,  digital  audio  tape  re- 
corders could  turn  the  music  indus- 
try's chronic  bootlegging  headaches 
into  a  migraine.  "If  we  shortcut  the 
compact  disk's  ability  to  get  into  the 
marketplace,"  worries  Capitol  Rec- 
ords USA's  President  Joe  Smith,  "we 
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won't  have  the  money  to  develop  a  lot 
of  new  acts."  Congress  is  listening, 
and  may  insist  that  DATs  contain  a 
computer  chip  that  would  prevent  di- 
rect copying  from  CDs. 

Won't  demand  for  oldies  taper  off? 
Won't  the  music  business  again  hit  a 
downdraft?  Sure,  but  when?  Laughs 
Ertegun,  "Somebody  said  to  me  20 
years  ago,  'Mick  Jagger  is  up  there 
shaking  his  ass  on  stage,  but  what's  he 
going  to  do  when  he's  35?'  Well,  at  35, 
Jagger  was  still  shaking  his  behind  on 
stage.  And  at  43,  he's  still  doing  it." 
And  now,  praise  be,  he's  doing  it  on  a 
compact  disk.  ■ 


George  Soros  is  one  of  the  smartest  traders  around.  He  reveals  a 
lot  of  himself  in  a  new  book.  The  secrets:  simply  old  wisdom. 


Frenzy  feeds 
frenzy 


By  Richard  Phalon 

George  Soros,  an  edgy,  Hungar- 
1  ian-born  money  man,  got  Big 
Rich  trading  stocks  and  curren- 
cies for  his  Netherlands  Antilles- 
based  Quantum  Fund,  which  has 
grown  into  a  $2  billion  colossus. 
Right  now  he  is  rummaging  for  value 
in  what  has  to  be  one  of  the  most 
picked  over,  debt-ridden  wrecks  ever: 
Victor  Posner's  bankrupt  Sharon  Steel 
Corp.  (see  Follow-Through,  p.  8).  Quan- 
tum is  now  the  biggest  holder  of  Shar- 
on bonds  and  is  trying  to  force  a  swap 
of  the  bonds  for  one  of  the  few  ele- 
ments in  the  company  that  Posner 
himself  has  not  yet  stripped  clean,  its 
Mueller  Brass  subsidiary.  Posner 
chose  to  go  Chapter  11  rather  than 
disgorge  Mueller. 

This  is  something  of  a  departure  for 
Soros,  56,  who  has  made  his  mark  as  a 
trader  rather  than  as  an  active  inves- 
tor. It's  a  sign  of  the  times.  With 
prices  pushing  their  limits  and  oppor- 


tunities scarce,  Soros  and  other  big 
money  men  seem  to  be  shopping  for 
distress  merchandise  they  can  have  a 
hand  in  rehabilitating. 

It  is,  unfortunately,  a  strategy  Soros 
never  gets  around  to  discussing  in  his 
soon-to-be-published  The  Alchemy  of 
Finance  (Simon  &.  Schuster,  $22.95). 
In  the  book  Soros  takes  an  intellectual 
step  back  from  the  markets  as  such 
and  tackles  the  big  question:  how  to 
adjust  for  perceptions  distorted  by  our 
own  subjective  view  of  them.  That,  of 
course,  is  a  fancy  way  of  acknowledg- 
ing that  both  bull  prices  and  bear 
prices  go  to  extremes.  How  does  one 
take  advantage  of  these  extremes? 
How  do  you  know  when  to  get  on  or 
off  the  bus? 

The  question  is  of  more  than  aca- 
demic interest  to  investors  chasing  a 
runaway  bull  market  that  they  hope 
has  at  least  another  couple  hundred 
points  in  it. 

Soros  makes  no  claims  to  infallibil- 
ity— he  owns  to  having  been  consis- 


tently wrong  on  currency  markets  be- 
tween 1981  and  1985,  for  example — 
but  clearly  has  his  own  head  straight. 
With  gains  of  more  than  40%  last  year 
and  30%  in  the  first  quarter  of  this 
year,  according  to  numbers  tracked  by 
Lipper  Analytical  Services,  the  perfor- 
mance of  Soros'  highly  leveraged  $2 
billion  Quantum  Fund  ranks  in  the 
upper  quintile  of  the  122  overseas- 
based  global  equity  portfolios  that  are 
its  peers. 

Amateurs,  however  dedicated,  need 
not  apply.  Juggling  a  high-octane  trad- 
ing mix  of  currencies,  commodities 
and  stocks  demands  quick-study 
turns  of  mind  that  friends  say  is  one  of 
Soros'  strong  suits. 

"He  is  a  person  with  the  capacity  to 
focus  very  intently  on  a  set  of  issues," 
says  Aryeh  Neier,  vice  chairman  of 
the  Americas  Watch  and  the  Helsinki 
Watch,  human  rights  groups  to  which 
Soros  gives  time  and  money.  "If  he  is 
required  to  shift  to  another  subject,  he 
has  a  great  capacity  to  deal  with  it 
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immediately." 

That  capacity  comes  through  clear- 
ly in  The  Alchemy  of  Finance,  as  Soros 
details  his  trading  moves  between 
mid-August  1985  and  early  Novem- 
ber 1986 — and  the  often  skewed  per- 
ceptions that  prompted  them.  It  is  a 
period  packed  with  dizzying  econom- 
ic twists  and  turns. 

Using  this  period  of  extraordinary 
gyration,  Soros  tests  a  hypothesis 
about  market  distortions  that  he  pro- 
nounces as  the  product  of  his  more 
than  a  quarter-century  as  a  trader.  The 
hypothesis  is  that  the  key  to  maxi- 
mizing gains  is  recognizing  points  at 
which  markets  begin  to  feed  on  their 
own  momentum. 

This  is  no  great  epiphany.  Soros  was 
not  alone  in  spotting  and 
making  money  on  both 
the  up  and  down  legs  of 
the  conglomerate  boom  of 
the  late  Sixties  and  the 
shorter-lived  boom-bust 
frenzy  in  real  estate  in- 
vestment trusts  that  fol- 
lowed in  the  early  Seven- 
ties. Every  stock  player 
worth  his  salt  through  all 
history  has  said  the  same 
thing,  but  usually  in  less 
lofty  terms:  Markets  feed- 
ing on  their  own  frenzy 
always  go  to  extremes. 

Thus,  the  intellectual- 
ization  in  Alchemy  is  far 
less  compelling  than  the 
picture  of  a  sharp  trading 
mentality  at  work.  Soros' 
account  of  his  trading 
starts  with  Quantum 
Fund's  net  asset  value  at 
$647  million. 

Soros  is  losing  a  lot  of 
money  on  a  short  position 
in  oil  futures,  against  a 

spot  market   that  stub-   

borniy  refuses  to  break  the  way  he 
thinks  it  will — it  is  still  feeding  on  its 
up-momentum.  Soros  adjusts.  He 
closes  out  his  near-month  contracts 
and  goes  further  out.  "The  later  the 
break  comes,"  he  writes,  "the  bigger 
it  will  be." 

Soros  goes  long  the  yen  and  the 
mark,  only  to  have  them  almost  im- 
mediately slip  precipitously  south. 
Following  his  contrarian  bent,  Soros 
hangs  on  and  doubles  up  into  the 
"killing  of  a  lifetime"  on  the  yen 
when  an  emergency  meeting  of  the 
Group  of  Five  finance  ministers  sig- 
nals the  switch  from  a  free  to  a  man- 
aged currency  float. 

And  so  it  goes.  By  the  end  of  his  test 
period,  many  of  Soros'  trades  have 
been  as  right  as  his  economic  assump- 
tions have  been  wrong — right  enough, 


in  fact,  for  Quantum's  asset  value  to 
have  expanded  by  better  than  100%, 
to  $1.5  billion. 

On  past  form,  Soros  is  an  original — 
an  eclectic  who  has  learned  a  lot,  and 
changed  a  lot,  since  he  and  his  former 
partner,  James  B.  Rogers  Jr.,  set  up 
Quantum  in  1973  with  $15  million  in 
foreign  money  to  manage. 

In  the  early  days,  Soros  had  to  swing 
for  the  fences  to  get  established — win- 
ners like  shorting  Avon  Products  at 
120  are  all  part  of  the  legend.  Though 
often  highly  leveraged  on  the  curren- 
cy and  commodity  sides  of  his  portfo- 
lio, Soros  has  come  to  realize  that  he 
need  no  longer  play  the  hotshot  in 
stocks.  SEC  filings  indicate  that  Soros 
leans  on  at  least  four  outside  manag- 


Qucmtum  Fund's  George  Soros 
How  does  Wade  Boggs  hit  a  curveball? 


ers  for  advice,  and  he  talks  as  much 
about  preserving  the  $2  billion  in  cap- 
ital Quantum  has  accumulated  as  par- 
laying the  fund's  profits. 

In  a  way,  he  is  paying  the  price  of 
success.  With  $2  billion  in  capital  to 
deploy,  in  fact,  it  is  almost  impossible 
to  play  the  hotshot.  The  need  for  li- 
quidity dictates  big  positions  in  com- 
paratively low-risk,  big-capitalization 
companies. 

Thus,  despite  his  often-voiced 
scorn  for  conventional  wisdom, 
Soros,  now  that  his  reputation  and 
wealth  are  secure,  has  become  some- 
thing of  a  closet  indexer.  At  the  close 
of  last  year,  about  a  third  of  Quan- 
tum's $1  billion  U.S.  stock  portfolio 
was  tamped  into  19  of  the  30  stocks  in 
the  Dow  Jones  industrial  average. 
When  he  does  move  into  somewhat 


riskier  areas — Goodyear  and  Union 
Carbide,  for  example — Soros  travels 
in  the  company  of  such  equally  estab- 
lished names  as  the  Delaware  group  of 
funds  or  the  Bass  brothers. 

Some  of  Soros'  latest  moves  have 
gone  deeper  into  quality  (and  good 
timing,  too),  such  as  Du  Pont  and 
Exxon.  That  is  trend  following,  hardly 
the  stuff  of  legend,  but  another  sign  of 
Soros'  latter-day  maturity. 

The  offset  to  these  blue  chips,  at 
least  at  the  beginning  of  this  year,  was 
in  perhaps  a  hundred  or  more  compar- 
atively small  issues  that  seemed  to  be 
on  the  list  mainly  because  they 
looked  like  good  stock  picks.  Many  of 
those  positions  are  so  small  that  the 
price  on  them  could  double  or  treble 
without  having  much  ef- 
fect on  Quantum's  overall 
value.  Soros  has  hit  some 
big  winners  in  small,  off- 
beat issues  (King  World 
Productions  and  Gotaas- 
Larsen  Shipping,  for  ex- 
ample), but  Quantum  def- 
initely reflects  his  own 
eclectic  cast  of  mind. 

Last  year  there  was  an 
abortive  bid  through  an 
obscure  privately  owned 
company  in  North  Bergen, 
N.J.  for  control  of  T-Bar 
Inc.,  a  Connecticut-based 
switchmaker.  Small  pota- 
toes for  an  empiricist  who 
HHjttM  runs  $2  billion,  but  maybe 
that  is  part  of  the  trader 
m  mentality,  too.  Opportu- 

nity untended  is  opportu- 
nity  lost.  But  T-Bar  was 
not  an  easy  target:  It  em- 
barrassed Soros,  forcing 
him  to  disclose  consent 
decrees  he  signed  in  1979 
and     1986    on  alleged 

  breaches  of  the  securities 

and  commodities  trading  laws.  Those 
decrees  aren't  in  the  book,  either. 

What,  in  essence,  does  Soros  say  in 
the  forthcoming  book?  That  knowing 
that  flawed  perceptions  cause  mar- 
kets to  feed  on  themselves  is  the  easy 
part.  The  hard  part  is  spotting  the 
point  at  which  the  self-fulfilling 
prophecy  begins  to  take  over  and  the 
markets  lose  touch  with  reality. 
Something  of  an  anticlimax  for  an 
effort  Soros  clearly  hopes  will  formal- 
ly establish  his  credentials  as  an  intel- 
lectual. He  notes  emphatically  that 
his  book  is  "not  meant  to  provide  a 
practical  guide  to  getting  rich  in  the 
stock  market."  Its  most  interesting 
point  is  one  he  never  makes  explicit- 
ly: Asking  a  gifted  trader  to  explain 
how  markets  work  is  like  asking 
Wade  Boggs  how  to  hit  a  curveball.  ■ 
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While  other  utilities  wring  their  hands  over 
the  cost  of  clean  air  laws,  Northern  States 
Power  is  quietly  producing . . . 


Profit 
without  pollution 


By  Steve  Weiner 


Northern  States  Power  Co. 
(1986  revenues,  $1.78  billion), 
producing  electricity  for  1.2 
million  customers  in  five  states,  has 
spent  nearly  SI  billion  on  pollution 
controls.  In  the  process  it  has  reduced 
sulfur  dioxide  emissions  by 
53%  since  1973,  even  though 
it's  burning  about  twice  as 
much  coal.  Despite  the  SI  bil- 
lion expenditure,  profits  have 
more  than  doubled  in  the  last 
ten  years,  to  S207  million  last 
year.  Return  on  equity  has 
jumped  about  three  points,  to 
15.3%  (industry  average, 
14.2%).  Ever  the  heretic,  North- 
ern States  Power  actually  sup- 
ports acid  rain  legislation. 

Its  message?  "Utilities  ought 
not  to  stonewall,"  says  Joseph 
Wolf,  environmental  sciences 
manager  for  Northern  States. 
"You  can  make  the  pollution 
reductions  you  need,  and  you 
don't  have  to  go  broke."  Adds 
lames  Howard,  the  company's 
new  president  and  chief  execu- 
tive officer,  "You  have  to  be  en-   

vironmentally  responsible  to  have  a 
hope  for  success  or  longevity." 

Northern  States  has  a  long  history 
of  anticipating  pollution  require- 
ments by  experimenting  with  new 
technologies.  It  often  fights  proposed 
new  rules,  but  if  it  comes  up  a  loser, 
Northern  States  is  quick  to  imple- 
ment the  law,  and  then  some.  "Their 
policy  is  to  exceed  every  environmen- 
tal requirement  that's  placed  on 
them,"  says  David  Thornton,  air  qual- 
ity program  development  chief  for 
Minnesota's  antipollution  agency. 
Compared  with  most  utilities  na- 
tionally, they're  very  progressive." 


Foresight  has  a  lot  to  do  with  it.  The 
Minneapolis-based  company,  al- 
though as  far  as  1,000  miles  away 
from  western  coalfields,  actually  pays 
less  for  prized  low-sulfur  coal  than  it 
does  for  high-sulfur  midwestern  or 
eastern  fuels.  That's  because  it  began 
buying  western  coal  way  back  in 


NSP 
"In 


President  and  Chief  Executive  lames  Howard 
most  instances,  we're  on  the  leading  edge." 


1972,  years  before  it  needed  to,  and 
now  it  can  shop  for  the  best  rates 
among  several  coalfields  and  two  rail- 
roads. That's  saving  Northern  States 
an  anticipated  15%  on  annual  coal 
expenses  for  the  next  15  years.  In  con- 
trast, Detroit  Edison  Co.,  a  typical 
midwestern  coal-fired  utility,  pays  an 
extra  S200  million  a  year  to  buy  clean- 
er western  fuels. 

If  new  pollution  controls  are  or- 
dered to  fight  acid  rain — and  that's  far 
from  certain — Northern  States  has  lit- 
tle to  fear.  Although  it  generates 
about  56%  of  its  power  from  coal,  it 
already  has  reduced  emissions  to  be- 


low the  most  often  proposed  limits.  In 
contrast,  American  Electric  Power 
Co.,  the  Columbus,  Ohio-based  utili- 
ty with  2.6  million  customers  in  sev- 
en states,  has  cut  emissions  35% 
since  1970.  But  its  power  plants  still 
produce  sulfur  pollution  at  more  than 
twice  the  rate  of  Northern  States'. 

The  first  big  step  for  Northern 
States  Power  came  in  1973,  when  the 
company  put  scrubbers  on  two  big 
new  plants  north  of  Minneapolis,  in 
Sherburne  County,  even  though  they 
weren't  required  by  federal  or  state 
law.  The  so-called  wet  scrubbers 
clean  sulfur  from  smoke  and  gases 
emerging  from  the  furnace.  A  few 
years  later,  in  1981,  Northern  States 
installed  an  experimental  dry  scrub- 
bing system  on  an  older  plant,  again 
without  its  being  required  by  law. 

Last  year  the  utility  cranked  up  the 
nation's  first  large  commercial  plant 
to  use  an  advanced  "fluidized  bed" 
combustion  system,  which  burns  coal 
mixed  with  limestone  to  absorb  and 
consume  the  sulfur  before  it  escapes 
up  the  smokestack. 

All  these  projects  saved  money  and 
gave  Northern  States  a  technological 
leg  up.  The  Sherburne  County 
scrubbers  cost  S18  million  each, 
which  is  about  one-fifth  as 
much  as  they  would  cost  today. 
By  altering  their  design,  North- 
ern States  has  learned  over  the 
years  how  nearly  to  double  their 
efficiency. 

The  utility  is  far  from  done.  It 
has  begun  to  operate  power 
plants  that  use  fuel  made  from 
garbage,  and  it's  experimenting 
with  an  efficient  furnace  that 
burns  whole  trees,  branches  and 
all.  A  company  engineer,  John 
Lehto,  has  been  developing  an 
acid-based  process  to  remove 
metals  such  as  platinum,  iron 
and  aluminum  from  the  moun- 
tains of  sludge  created  by  wet 
scrubbing. 
A  blueprint  for  the  industry- 

  Yes  and  no.  Utilities  already 

spend  S10  billion  a  year  on  air  pollu- 
tion controls;  by  one  extreme  esti- 
mate, acid  rain  legislation  could  cost 
another  SI  10  billion  in  higher  coal 
bills  and  equipment  over  15  years.  In 
some  places,  rate  increases  could  hit 
30%  or  more,  utilities  worry,  with  no 
acid  rain  improvement. 

If  the  Northern  States  example 
means  anything,  though,  it  is  this: 
Intransigence  and  delays  only  cost 
more  in  the  end.  "You  have  to  start  to 
take  steps  a  little  bit  at  a  time,"  says 
Northern  States  Power's  Wolf.  "You 
don't  wait  to  act  until  you  fall  off  the 
cliff."  ■ 
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Oregon's  U.S.  Bancorp  has  done  a  very 
good  job  cleaning  up  its  balance  sheet. 
Maybe  too  good  a  job. 


Buy  or  be  bought 


By  John  Heins 

John  Elorriaga,  chairman  of 
Portland,  Ore's  U.S.  Bancorp  (as- 
sets, $9  billion),  has  a  problem, 
and  it's  not  a  souring  loan  portfolio. 
"We're  just  not  big  enough,"  Elorriaga 
(pronounced  El-orr-e-AH-ga)  says. 

Of  Oregon's  five  biggest  banks,  only 
U.S.  Bancorp  remains  independent. 
The  other  four  have  disappeared  into 
the  maws  of  big  out-of-state  holding 
companies.  California  giants  Security 
Pacific,  with  S64  billion  in  assets,  and 
First  Interstate,  with  S52  billion,  have 
bought  their  way  into  Oregon,  as  has 
Japan's  Mitsubishi  Bank,  25  times  the 
size  of  U.S.  Bancorp  and  the  fourth- 
largest  bank  in  the  world. 

Elorriaga  feels  his  bank  must  ac- 
quire or  be  acquired.  His  is  a  predica- 
ment that  afflicts  an  increasing  num- 
ber of  otherwise  healthy  regional 
banks  these  days.  In  a  way,  the  chair- 
man has  only  himself  to  blame.  Over 
the  last  five  years  he  has  cleaned  up 
and  cleaned  out  his  festering  loan 
portfolio  so  efficiently  that  U.S.  Ban- 
corp now  stands  as  the  next  prime 
takeover  candidate  in  the  Northwest. 

On  the  other  hand,  if  he  is  going  to 
remain  independent  and  compete  ef- 
fectively on  his  home  ground,  he 
must  grow.  "You  can't  give  the  ser- 
vice customers  require  today  unless 
you  spend  the  bucks  for  new  equip- 
ment, new  systems  and  better  mark- 
eting," says  Elorriaga.  But  to  justify 
that  spending,  he  says,  U.S.  Bancorp 
needs  a  bigger  customer  base. 

So  Elorriaga  and  his  chief  operating 
officer,  Roger  Breezley,  are  out  hunt- 
ing. (Breezley,  49,  is  expected  to  take 
over  as  chairman  when  Elorriaga,  63, 
retires  in  October.)  In  December  U.S. 
Bancorp  agreed  to  pay  $171  million  in 
sash  roughly  1 .7  times  book,  for  Spo- 


Roger  Breezley  ( 1. )  and  John  F/oniagci 
"We're  just  not  big  enough." 


kane,  Wash.'s  Old  National  Bancorp, 
(assets,  SI. 9  billionl.  But  Old  National 
is  no  great  prize.  Loan  problems  pro- 
duced net  losses  from  1982  to  1984, 
and  the  bank  still  earns  20%  less  on 
its  assets  than  U.S.  Bancorp  does. 
With  75%  of  Old  National's  deposits 
and  50%  of  its  loans  in  eastern  Wash- 
ington, U.S.  Bancorp  will  be  getting 
only  about  a  5%  market  share  in  the 
fast-growing  Seattle  area,  where  it 
really  wants  to  be. 

So  Elorriaga  is  also  talking  seriously 
with  Peoples  Ban  Corp.,  Washington's 
fifth-largest  bank  (assets,  S2.3  billion), 
which  does  most  of  its  business  in  the 
Seattle  area.  But  Peoples  is  nothing  to 
brag  about,  either.  It  lost  $14  million 
before  taxes  last  year.  Barring  another 
acquisition,  Elorriaga  plans  to  expand 
Old  National's  presence  in  Seattle  by 
internal  growth,  an  expensive  and 


somewhat  risky  strategy.  "We're  go- 
ing to  do  the  same  things  in  Washing- 
ton that  we  do  well  here  [in  Oregon)," 
he  says. 

Unfortunately,  time  is  not  on  his 
side.  Competitors  are  turning  up  the 
heat.  A  rejuvenated  Seafirst,  rescued 
by  a  capital  transfusion  from  parent 
BankAmerica  Corp.  and  Washing- 
ton's biggest  bank  (with  $9.9  billion 
in  assets),  is  once  again  aggressively 
stalking  local  business.  To  improve 
its  retail  market  share,  Seattle-based 
Rainier  Bancorp,  is  computerizing 
many  teller  and  customer  service 
functions  with  a  S20  million,  state-of- 
the-art  branch  automation  program. 
Soon  after  Security  Pacific's  purchase 
of  Rainier  is  completed  this  summer, 
Rainier  will  take  over  operations  at  S 1 
billion  (assets)  Oregon  Bank  in  Port- 
land (also  owned  by  Security  Pacific) 
and  plans  to  go  after  U.S.  Bancorp 
customers  in  Oregon. 

Reliable  rumor  has  a  couple  of  big 
Japanese  banks,  most  likely  Sumi- 
tomo and  Sanwa,  sniffing  at  U.S.  Ban- 
corp's  balance  sheet,  along  with  Min- 
nesota's First  Bank  System.  What 
they  smell  will  be  roses. 

After  Oregon's  economy  stumbled 
in  the  early  1980s,  U.S.  Bancorp's 
nonperforming  loans  hit  S274  million 
at  the  end  of  1983,  7%  of  the  bank's 
outstanding  loans. 

Elorriaga  responded  smartly.  He 
tightened  credit  controls  and  set  his 
top  officers  to  working  out  problem 
loans.  He  successfully  built  revenues 
by  expanding  trust  and  mortgage 
banking  businesses.  Equally  impor- 
tant, he  kept  costs  under  control. 
Noninterest  expense  went  up  only 
0.5%  in  1986,  vs.  an  average  14%  for 
26  regional  banks  tracked  by  Mont- 
gomery Securities. 

Result?  U.S.  Bancorp  earnings  rose 
16%  last  year,  to  a  record  $?7.2  mil- 
lion. Return  on  average  assets  was  a 
strong  0.9%.  First-quarter  1987  earn- 
ings were  up  another  17%,  while  non- 
performing  assets  now  stand  at  a  re- 
spectable 2.8%  of  total  loans. 

With  all  that,  an  offer,  and  the  com- 
petitive advantages  a  big  partner 
might  bring,  could  be  too  good  to  turn 
down.  At  the  roughly  1.8  times  book 
value  that  Security  Pacific  is  paying 
for  Rainier,  for  example,  U.S.  Bancorp 
could  fetch  nearly  S40  a  share.  Recent 
price:  27  Vi.  The  bank  has  no  poison 
pills  or  golden  parachutes  to  discour- 
age a  merger  partner. 

"I  suppose  one  of  these  days  we'll 
get  an  offer,  but  nobody's  come  to  me 
yet,"  says  Elorriaga.  "I  don't  want  to 
sell  out,  but  this  is  a  business,  and  if 
somebody  pays  you  what  you  think 
it's  worth,  you  gotta  sell.  ■ 
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Only  the  very  dedicated 
can  make  history 


The  Royal  Oak  -  Day,  Date  and  Moon  face  in  18  k.  gold,  or  18  k.  gold  and  steel  or  all  steel for  men  e>  women. 


In  1909,  Ettore  Bugatti  built  the  first  four-wheeled 
thoroughbred  in  history.  Determined  to  create  an 
automobile  of  unsurpassed  beauty,  he  was  pre- 
pared to  risk  everything  in  the  pursuit  of  this  one 
ideal.  And  that  is  why  each  of  his  cars  is  a  work  of 
art  that  cannot  be  copied. 

In  1970,  Audemars  Piguet  entrusted  its  master- 
watchmakers  with  a  new  and  challenging  mission. 
They  were  to  create  the  first  luxury  sports  watch. 

For  months,  designers  and  technicians  combined 
craftsmanship  with  technology  to  produce  a 
masterpiece  that  went  beyond  anything  that  had 
been  seen  before  or  since. 

A  landmark  in  watchmaking  history.  They 
revealed  bolts  and  burnished  metal  to  a  satiny 
sheen,  until  the  unprecedented  and  distinctive 
symmetry  they  were  striving  for  became  reality. 

The  Royal  Oak.  An  exclusive  concept  for  an 
exceptional  lifestyle.  Born  of  the  whole-hearted 
pursuit  of  an  ideal.  Where  cost  plays  no  part. 
Where  each  unique  piece  bears  a  number  to  tell  its 


tale  to  future  generations.  Where  copies  can  never 
equal  the  original. 

Today,  the  proud  owner  of  a  Royal  Oak  can  easily 
identify  with  the  spirit  of  the  craftsman  who  risked 
all  to  create  an  ideal.  A  dream  of  perfection  that 
became  part  of  history. 


Bugatti  type  51, 1930,  8  cylinder  2.3  I., 
187  HP. 


iudemarsPlguet 

Known  only  by  those  who  know 


MOBOCO 

Fine  Jewellry  &  Gems 


200  Newport  Center  Drive,  Newport  Beach,  CA  •  (714)  644-8325 
Monday-Friday  10-7  Saturday  10-5,  Closed  Sunday 


For  your  comprehensive  Audemars  Piguet  Catalog,  please  send  $5  to  the  above  address. 


Cellular  communications  is  hot,  and 
stocks  like  Metro  Mobile  are  sizzling.  Some 
people  are  going  to  be  burned. 


Wrong  numbers? 


By  Gretchen  Morgenson 

AS  CAR  PHONE  CUSTOMERS  go, 
Howard  Lesser  is  a  natural. 
\  President  of  Midwest  Library 
Service  Inc.,  a  wholesale  library  book 
business  he  started  in  St.  Louis,  Lesser 
spends  part  of  his  day  in  his  car  mak- 
ing sales  calls.  In  the  six  months  since 
his  car  phone  was  installed,  has  it 
become  the  indispensable  tool  that 
cellular  phone  companies  promised  it 
would  be- 
Not  exactly.  Says  Lesser:  "I  don't 
use  the  phone  that  much.  I  bet  I  don't 
make  15  calls  a  month  on  it.  And  I 
certainly  don't  accept  incoming  calls; 
I  am  liable  to  get  some 
broker  trying  to  sell  me 
stock." 

Less  -  than  -  euphoric 
car  phone  experiences 
like  Lesser's  aren't  part 
of  the  story  that  inves- 
tors generally  hear 
about  the  great  prom- 
ise of  cellular  phone 
technology. 

Well,  no  surprise: 
Egged  on  by  analysts, 
eager  investors  have 
been  snapping  up  ev- 
erything that  has  any- 
thing to  do  with  mo- 
bile phones.  The  stocks 
have  taken  on  the  sta- 
tus of  a  hot  fad.  But 
even  if  the  business 
does  as  well  as  the  en- 
thusiasts hope,  there 
axe  going  to  be  plenty 
of  casualties  and  plenty 
of  lost  money.  Stock 
prices  have  simply  got- 
ten ridiculous. 

Take  Metro  Mobile 
CTS  Inc.,  a  fledgling 
New  York  City-based 


operator  of  six  cellular  telephone  sys- 
tems. The  stock  went  public  last  No- 
vember at  SI 2.50;  more  recently,  fol- 
lowing a  10%  stock  dividend,  the 
shares  traded  at  20 V*. 

At  that  price,  Metro  Mobile  has  a 
hefty  market  capitalization — roughly 
S400  million.  Not  bad  for  a  firm  that 
lost  $1 1.3  million,  or  78  cents  a  share, 
on  revenues  of  $7.9  million  last  year 
and  looks  to  be  losing  even  more  this 
year.  Metro  Mobile's  market  cap  is 
about  the  same  as  Bell  &  Howell's,  a 
venerable,  durable  and  successful  in- 
formation systems  company  with  a 
history  of  doing  something  Metro 
Mobile  has  yet  to  do:  earning  money 


Jack  Rrennan.  president  of  Metro  Mobile 
Which  is  more  expensive:  the  stock  or  the  phones? 


in  eight  out  of  the  last  ten  years. 

But  why  worry  about  something  as 
mundane  as  earnings  when  you  can 
get  in  on  a  hot  new  technology?  Fans 
of  the  industry  argue  that  you  don't 
ludge  these  stocks  on  earnings;  you 
evaluate  them  on  the  populations 
they  are  licensed  to  serve. 

Under  Federal  Communications 
Commission  regulations,  only  two 
operators  can  compete  for  customers 
within  each  cellular  market.  So  far 
roughly  90%  of  the  cellular  phones 
sold  have  gone  to  business  people, 
typically  in  places  like  New  York  and 
Los  Angeles.  But  there  are  plenty  of 
markets  with  considerably  less  glitter 
where  Metro  Mobile  sells — Provi- 
dence, R.L;  El  Paso  and  Greenville, 
S.C.,  for  instance. 

The  real  question,  however:  How 
many  Americans  will  actually  pay  for 
cellular  technology? 

As  a  rule,  cellular  operators  consid- 
er their  potential  customer  base  dur- 
ing the  first  five  years  of  operations  to 
be  1.5%  to  2%  of  their  license  area's 
total  population.  Actual  customers, 
however,  seem  to  be  a  little  more  elu- 
sive. U.S.  West,  Inc. — the  tenth-larg- 
est cellular  operator,  which  expects  to 
be  operating  in  the  black  by  the  end  of 
this  year — divulged  its  actual  market 
penetration  numbers.  In  markets 
where  it  has  been  operating  for  more 
than  two  years,  U.S.  West  has  been 
able  to  win  over  only  8%  of  the  2% 
potential  base.  In  operations  that  are 
just  one  year  old,  the 
telecommunications 
giant  has  snared  5%  of 
the  potential  2%  popu- 
lation. Signing  the  en- 
tire 2%  seems  more 
difficult — and  expen- 
sive— than  anyone  had 
thought  it  would  be. 

Metro  Mobile  CTS 
wouldn't  tell  Forbes 
what  its  sign-up  rates 
are.  Best  guess:  Its  cus- 
tomer base  is  slightly 
over  10,000.  Based  on 
current  customer  base 
and  market  capitaliza- 
tion, Metro  Mobile  is 
priced  at  $40,000  per 
customer.  Increase 
that  customer  base  ten 
times  and  the  price  of 
the  stock  would  still  be 
terribly  high:  about 
S4,000  per  customer. 

Okay,  so  how  much 
in  revenues  is  each  cus- 
tomer supposed  to  gen- 
erate? Another  indus- 
try estimate:  $110  per 
month      in  access 


SO 
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charges  and  air  time  costs.  That's  a  lot 
to  pay  to  alleviate  the  boredom  of  a 
traffic  jam. 

Actual  figures  could  be  lower.  Ac- 
cording to  one  telecommunications 
analyst  who  has  a  phone  in  his  car: 
"At  first  I  was  using  it  a  lot.  But  now 
my  monthly  bills  are  around  $15."  A 
customer  who  pays  only  $15  a  month 
scarcely  justifies  a  price  of  $4,000,  let 
alone  $40,000. 

This  is  a  capital-intensive  business. 
For  fiscal  1986  Metro  Mobile's  inter- 
est expense — $5.25  million — exceed- 
ed its  cellular  revenues  by  about  a 
quarter  of  a  million  dollars.  Small 
wonder  that  the  firm  plans  a  second- 
ary stock  offering  of  6  million  shares 
in  coming  weeks. 

Here's  another  interesting  fact: 
Given  the  structure  of  Metro  Mobile's 
debt,  its  interest  expenses  increase  ev- 
ery quarter.  Over  one-third  of  the 
debt — $27.5  million — is  composed  of 
notes  whose  interest  rates  increase  by 
0.5%  each  quarter  through  1988,  then 
rise  0.25%  in  each  quarter  that  the 
bonds  remain  outstanding. 

Not  to  worry,  shrugs  Metro  Mo- 
bile's president,  Jack  Brennan.  "We 
see  revenues  far  exceeding  the  debt 
interest  increases,"  he  says.  However, 
even  for  the  big  fellows  like  U.S.  West 
the  payout  for  cellular  operators  is 
probably  far  off  in  the  future,  and  the 
competition  is  sharp.  "A  lot  of  people 
think  it's  easy  to  make  money  in  cel- 
lular because  the  cost  of  the  equip- 
ment is  coming  down,"  says  John  De- 
Feo,  chief  executive  at  U.S.  West 
NewVector  Group.  "But  marketing 
costs  and  overhead  have  not  budged. 
It's  tough  to  make  money." 

When  does  Metro  Mobile  manage- 
ment think  it  will  turn  a  profit?  Bren- 
nan predicts  that  this  will  happen  in 
less  than  two  years.  Of  course,  that's 
based,  once  again,  on  those  rosy  as- 
sumptions: $110  a  month  in  revenues 
from  up  to  1.5%  of  the  population. 
That's  a  total  of  30,400  subscribers. 

Already,  though,  the  market  has  en- 
riched Metro  Mobile's  management 
and  its  insiders.  Insiders,  who  include 
Texas  oilman  Sid  R.  Bass  and  his 
money  manager,  Richard  E.  Rainwa- 
ter, paid  between  $1.04  and  $4.15  for 
their  shares,  now  worth  anywhere 
from  5  times  to  20  times  as  much  as 
they  cost  them  just  three  years  ago. 
As  of  Apr.  29,  insiders  were  eligible  to 
sell  1.5  million  shares  of  Metro  Mo- 
bile stock  under  SEC  guidelines,  and 
in  July  another  12  million  insiders' 
shares  will  be  eligible  for  sale  on  the 
open  market  under  the  same  rules. 

Will  the  insiders  start  cashing  in 
their  chips?  It  will  be  interesting  to 
watch.  ■ 
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America  turns 


Gold.  As  desired 
as  it  is  precious.  Now  the 
United  States  Mint  has  created  the  per- 
fect means  for  owning  gold.  American 
Eagle  gold  bullion  coins. 

The  demand  for  these  coins  is  al- 
ready quite  high.  For  they  are  Ameri- 
can, with  their  weight,  content,  and 
purity  backed  by  the  U.S.  Treasury. 


To 


accom 


modate 


inves- 


tors' individual  require- 
ments, American  Eagle  gold 
coins  come  in  one  ounce,  V2, 


V4,  and  V10  oz.  sizes 
and  can  be  purchased  at 
coin  and  precious  metals  dealers,  and 
participating  banks  and  brokers  near 
you. 

Also  available  are  one  ounce  Amer- 
ican Eagle  silver  coins.  The  cost  of 
American  Eagles  is  based  on  the  daily 
price  of  gold  or  silver,  plus  a  premium, 
and  will  fluctuate  accordingly. 
So  join  the  new  American 
gold  rush  to  American  Eagle 
gold  coins. 


AMERICAN  EAGLE  GOLD  &  SILVER  BULLION  COINS  @ 


TOSHIBA. 
LOGICALLY 

ENTERTAINING 


"It's  human  nature  to  make  decisions  on  emotion,  rather  than  fact. 

But  when  you're  dealing  with  sophisticated  electronic  equipment,  nothing 
could  be  more  illogical. 

If  you're  searching  for  the  best  home  entertainment  system  available, 
reason  dictates  that  you  choose  Toshiba.  It's  the  best  I've  ever  encountered. 

Toshiba's  new  color  TV  s  and  VCRs  are  technological  masterpieces.  And 
represent  the  world's  first  digital  video  system. 

Toshiba  TV  s  actually  enhance  the  broadcast  signal  to  give  you 
optimum  sharpness,  clarity,  contrast  and  color.  The  VCRs  reproduce  crystal-clear 
images.  The  picture  is  vivid  and  completely  noiseless  -  with  excellent  slow- 
motion  and  stock-still  freeze  frames. 

They  are  an  example  of  the  broad-based,  total  technology  found  in  all  of 
Toshiba's  creations. 

Over  100  years  of  innovation  have  made  Toshiba  one  of  the  largest  electric 
and  electronics  manufacturers  in  the  world.  But  Toshiba  is  looking 
towards  tomorrow. 

Clearly,  of  the  hundreds  of  alternatives  available  in  home  video,  Toshiba  is 
the  most  logical  choice." 


In  Touch  with  Tomorrow 

TOSHIBA 


For  further  information  write:  Toshiba  America,  Inc.,  82  Totowa  Road,  Wayne.  N  J  07470  or  Toshiba  Hawaii,  Inc., 327  Kamakee  St. .Honolulu.  HI  96814 


As  I  See  It 


Here's  a  soothsayer  who  thinks  rising  inter- 
est rates  wont  hurt  the  economy. 


An  optimist  with 
a  different  twist 


By  Gary  Slutsker 


T |  HERE  ARE  PLENTY  of  Optimists 
around  today,  and  plenty  of  pes- 
simists, but  the  two  groups  gen- 
erally agree  on  one  thing:  If  interest 
rates  go  sharply  higher,  the  economy 
and  the  markets  are  in  trouble.  So, 
generally,  a  pessimist  is  a  chap  who 
expects  interest  rates  to  go  up.  An 
optimist  is  someone  who  expects 
them  to  stay  the  same  or  go  down. 

But  listen  to  David  A.  Levine,  the 
40-year-old  chief  economist  for  New 


York  broker  Sanford  C.  Bernstein  &. 
Co.  Levine  agrees  with  the  pessimists 
on  interest  rates  but  with  the  opti- 
mists on  the  economy  and  the  stock 
market.  He  thinks  that  long-term  in- 
terest rates  could  go  up  as  much  as 
250  basis  points — bringing  yields  on 
long-term  Treasurys  to  10.5%  and 
more.  The  economy?  It  will  boom  de- 
spite the  rising  interest  rates. 

Gross  national  product  has  inched 
along  at  scarcely  2.5%  for  the  last 
year.  But  on  Apr.  23,  as  if  on  cue,  the 
Federal  Reserve  announced  the  GNP 


Sanford  C.  Bernstein  's  David  A.  Leiine 

"The  probabilities  of  recession  are  as  low  as  they  ever  get. 


grew  by  4.3%  in  the  first  quarter,  sur- 
prising everyone  but  Levine,  who  had 
been  calling  for  6%  to  8%  growth  for 
at  least  the  remainder  of  the  year. 

Make  no  mistake,  Levine  has  been 
waiting  quite  a  while  for  this  boom  to 
materialize.  Back  in  September  of 
1985  he  predicted  it  was  coming,  but 
it  fizzled  from  the  sharp  erosion  in 
foreign  trade.  Eighteen  months  later, 
with  the  dollar  dropping  ever  further 
against  the  Japanese  yen  and  the  deut- 
sche  mark,  Levine  says  the  economic 
scene  is  once  again  set  for  a  powerful 
expansion. 

Why  take  him  seriously?  In  late 
1982  Levine  presciently  predicted  a 
long  business  expansion  in  which  in- 
flation would  continue  to  decelerate, 
falling  to  3%  by  1986.  He  made  the 
prediction  in  part  on  the  basis  of  the 
1980-81  recession  brought  on  by  the 
Federal  Reserve's  tight  money  policy. 
That  recession,  Levine  said,  created 
so  much  slack  in  the  economy  that  it 
would  take  years  of  rapid  growth  to 
use  it  all  up,  thereby  laying  the  foun- 
dation for  "nirvana  in  the  financial 
markets."  Now  what  does  he  say? 

The  economy  is  slow  Isn  i  there 
risk  of  recession? 

Levine:  Since  the  Korean  War  ended, 
every  recession  has  been  a  result  of 
tight  money.  It's  always  the  same 
cause:  Inflation  accelerates,  the  Fed 
gets  upset,  they  raise  their  interest 
rate  targets,  they  drag  down  the  inter- 
est-sensitive sectors  of  the  economy 
and  that  pushes  the  economy  into  a 
recession.  But  we  don't  have  an  infla- 
tion problem  now,  so  the  Fed  hasn't 
been  squeezing.  I'd  say  the  probabili- 
ties of  a  recession  today  are  as  low  as 
they  ever  get. 

The  falling  dollar  ' 

If  the  Fed  tightens  now,  which  they 
may  in  fact  be  doing,  it  will  only  be  a 
modest  gesture  to  calm  the  currency 
markets.  The  Fed  thinks  the  falling 
dollar  may  add  to  inflation.  But  from 
the  day  the  dollar  turned  downward  in 
March  1985,  inflation  has  remained 
in  check,  and  the  GNP  has  grown 
sluggishly. 

What-makes you  think  we're 
heading  for  a  boom 7 
In  the  autumn  we  started  getting  bet- 
ter employment  surveys  and  in  No- 
vember better  industrial  production 
numbers,  also.  The  GNP  is  already 
growing  at  5%,  and  we  have  another 
two  to  four  quarters  of  6%  to  8%  GNP 
growth  headed  at  us.  The  last  time  the 
economy  was  that  strong  was  the  fi- 
nal two  quarters  of  1983  and  the  first 
half  of  1984,  and  I'm  saying  that's 
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VGood  Hotel  ReactsTo&ur  Requests. 
AGrand  Hotel  AnticipatesThem. 


A  grand  hotel  should  be 
dged  not  simply  by  how 
ickly  it  responds  to  your 
quests,  but  by  how  few  re- 
ests  you  find  it  necessary 
make  in  the  first  place. 

Thus,  at  Four  Seasons, 
devote  an  enormous 
jiount  of  time  to  anticipat- 
l  precisely  what  the  chang- 
l  needs  and  desires  of  our 
ests  are  likely  to  be. 

Our  exclusive  Alterna- 
e  Cuisine  menu  selections, 
■  example,  were  developed 
anticipation  of  the  grow- 
l  number  of  people  who've 
come  careful  about  calories 
yet  no  less  discriminating 
out  taste. 

We  also  recognize  that 
rile  business  travellers 


p6  Four  Seasons  Hotels,  Ltd. 


generally  want  to  eat  in  a  city's 
best  restaurants,  they  don't 
necessarily  want  to  leave  the 
hotel  to  do  so.  Which  is  why 
you'll  find  4-star  restaurants 
in  all  our  hotels. 

And  we  realize  that  the 
rigors  of  business  travel  often 
dictate  irregular  hours.  So 
we  offer  24-hour  room  service 
—with  food  prepared  by  our 
highly  acclaimed  chefs. 

But  the  Four  Seasons 
philosophy  of  anticipating 
needs  rather  than  reacting  to 
them  extends  considerably 
beyond  the  kitchen. 

We've  anticipated,  for 
instance,  that  many  people 
don't  want  travel  to  disrupt 
their  daily  routines— which 
is  why  we  provide  jogging 


maps  and  workout  gear  in  all 
our  hotels,  and  health  clubs 
in  many  of  them. 

And  since  many  of  our 
guests  prefer  to  travel  with 
only  carry- on  luggage,  we  of- 
fer overnight  pressing  and 
shoe  shining,  so  whatever  you 
bring  will  look  fresh  in 
the  morning.  And  we  furnish 
our  rooms  with  bathrobes, 
hair  dryers  and  other  essen- 
tials that  might  not  fit  into  a 
single  overnight  bag. 

We've  anticipated  all  this 
and  more  because  at  Four 
Seasons  we  staunchly  believe 
that  a  grand  hotel  should 
adapt  to  its  guests.  Not 
the  other  way  around. 


UNITED  STATES 

Austin 

Boston 

Chicago: 

The  Ritz-Carlton 
Dallas: 

Four  Seasons  Hotel 

and  Resort. 
Houston- 
Four  Seasons; 

Inn  on  the  Park 
Los  Angeles 
New  York: 

The  Pierre 
Newport  Beach 
Philadelphia 
San  Antonio 
San  Francisco: 

The  Chjt 
Seattle: 

The  Olympic 
Washington,  DC. 

CANADA 

Edmonton 

Montreal 

Ottawa 

Toronto 

Yorkville, 

Inn  on  the  Park. 
Vancouver 

UNITED  KINGDOM 
London: 
Inn  on  the  Park 

For  reservations 
call  (800)  268-6282 
or  your  travel  agent 


FburSeasons  Hotels 


CO  RUM, 

The  Corum  Romulus'"  Watch.  Solid  18K  gold.  Quartz,  Water-resistant. 
Polished  18K  gold  link  bracelet.  Swiss  hand-crafted. 
For  brochure,  send  $2  to  Corum,  Dept.  FB,  650  Fifth  Ave.,  N.Y.,  NY.  10019. 


Consider  the  credentials 


With  Morgan  Stanley  as  Sponsor  and 
Morgan  Guaranty  as  Investment  Advisor, 
The  Pierpont  Equity  Fund  offers  a  wel- 
come alternative  for  the  discerning 
investor. 

The  objectives  of  The  Fund  are  long- 
term  capital  growth  and  reasonably  high 
current  income.  It  seeks  capital  apprecia- 
tion and  income  greater  than  the  market 
average  and  the  dividend  yield  repre- 
sented by  the  Standard  &  Poor's  500  Index. 

The  minimum  initial  investment  is 


$25,000,  except  for  shareholders  of  another 
Pierpont  Fund,  for  whom  it  is  $10,000. 
There  are  no  sales  charges. 

More  complete  information,  including 
management  fees  and  expenses,  is  con- 
tained in  the  prospectus,  which  you  should 
read  carefully  before  you  invest. 

For  a  copy,  along  with  current  invest- 
ment results,  please  write  Matthew  Healey. 
Morgan  Stanley  &  Co.  Incorporated.  1251 
Avenue  of  the  Americas,  New  York,  NY 
10020,  or  call  (212)  398-2900. 


going  to  happen  all  over  again. 

Why? 

Because  the  statistics  coming  out  of 
Washington  are  being  misinterpreted. 
Right  now  it  looks  on  the  surface  like 
there's  going  to  be  weak  demand  and  a 
big  inventory  buildup  in  the  first) 
quarter.  But  that's  wrong.  For  exam- 
ple, when  car  sales  collapsed  in  Janu- 
ary it  wasn't  because  of  fundamental- 
ly weakening  demand  but  rather  be- 
cause people  had  rushed  to  buy  in 
December  before  the  elimination  of 
sales  tax  deductibility  took  effect. 

We're  in  a  business  expansion  that  startea 
in  1982.  How  long  can  it  last? 
The  recession  we  had  in  1981  set  us 
up  for  probably  the  longest  expansion 
in  our  history.  Fifty-two  months  into 
this  expansion  and  the  unemploy- 


Since  the  late  Seventies, 
the  long  bond  rate  has  made 
six  major  moves,  averaging 
500  basis  points.  In  that 
context,  200  doesn't  seem 
like  very  much. 


ment  rate  is  still  almost  6.6%,  capaci- 
ty utilization  is  still  under  80%,  and 
until  recently  inflation  was  diminish- 
ing. I'd  say  this  expansion  still  has  at 
least  six  to  eight  quarters  to  go. 

Where  are  interest  rates  heading? 
Up,  but  don't  worry.  They  go  up  in 
every  boom,  so  if  we  really  have  a 
boom  they  should  go  up  200,  250  basis 
points.  By  the  end  of  1987  I  see  30- 
year  Treasury  bonds  yielding  10.5%. 

Won 7  those  high  rates  choke 
off  the  boom? 

No.  The  interest  rate  increases  that 
accompanied  most  of  the  previous 
booms  weren't  big  enough  to  matter, 
and  this  one  won't,  either.  Since  the 
financial  deregulation  in  the  late  Sev- 
enties, there  have  been  six  major 
moves  in  the  30-year  government 
bond  rate  that  have  averaged  500  basis 
points.  In  that  context,  200  doesn't 
seem  like  very  much.  I  don't  think  it's 
going  to  have  any  impact. 

After  this  boom,  are  ire  going 
to  hare  a  recession? 

No.  We  will  probably  get  a  slowdown, 
an  overbuilding  of  inventories,  but 
that  is  all.  Remember  this:  Every  re- 
cession we  have  had  in  the  last  30 
years  has  been  the  result  of  significant 
monetary  tightening  by  the  Fed.  Take 
it  from  me,  unless  the  Fed  overreacts 
and  tightens  excessively,  we  won't 
have  a  recession  in  1988.  ■ 


MORGAN  STANLEY 
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Come  to  the  top. 


Make  "A AA"  rated  Credit  Suisse 
your  global  banking  partner. 


jr  Credit  Suisse  international  banking 
Dartner  can  bring  you  a  unique  combi- 
nation of  resources,  contacts  and  know- 
"iow  all  backed  by  a  130-year  tradition  of 
commitment  to  excellence. 

At  Credit  Suisse,  you'll  benefit  from 
the  global  resources  of  our  entire  group  of 
companies,  including  Credit  Suisse  First 


Boston  and  a  network  of  over  70  banking 
offices  on  all  five  continents. 

In  fact,  Credit  Suisse  is  one  of  the 
world's  most  highly  capitalized  banks, 
with  "AAA"  long-term  debt  rating,  a  dis- 
tinction assigned  to  only  a  handful  of 
banks  worldwide.  As  well  as  an  A1+/P1 
short-term  rating. 


Whatever  your  global  banking  needs 
may  be,  at  Credit  Suisse  you'll  find  the 
reliability  and  creativity  you'd  expect  from 
an  acknowledged  world  leader  in  finan- 
cial services. 

Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  Office:  8001  Zurich,  Paradeplatz  8  •  Offices  in  USA:  New  York  •  Los  Angeles  •  Atlanta  •  Chicago  •  Houston  ■  Miami  ■  San  Francisco 


In  the  time  you  took 
to  fill  out  the 
airbill... 


of  the  3M  Company 


your  letter  could 
have  been 
delivered 


Just  13  seconds.  That's  all  it  takes  to  deliver  a  letter, 
diagram,  or  even  a  photograph  across  the  country 
or  around  the  world. 

You  see,  a  Harris/3M  facsimile  machine  can 
deliver  a  full-page  document  almost  anywhere  for 
about  65  cents*  And  it's  as  easy 
to  use  as  a  push-button  phone. 

So  stop  wasting  your 
time  filling  out  airbills. 
Instead,  fill  out  this  coupon. 
Or  just  call  1-800-44  FAX  IT. 
We'll  show  you  how  a  Harris/3M 


fax  machine  can  save  you  time  and  money  (In 
Ohio,_ca]l  li80qi543-8829.)_ 

j~~Yes,  I'd  like  to  know  how  the  Harris/3M  line  of  fax  equip- 
I  ment  can  save  me  time  and  money  Please  contact  me  with 
1  more  information. 


HARRIS/3M 


Harris/3M  Document  Products.  Inc. 
P.O.  Box  785,  Dayton,  OH  45401         FB5]  87^J 


Based  on  a  one  minute  minimum  line  c  harge  Document  transmission  time  Is  typically  lev 


In  a  business  long  on  tradition  and  short 
on  original  thinking,  Bruce  Seaton  has 
provided  some  fresh  air.  His  shareholders 
are  starting  to  reap  the  results. 

Train,  ahoy! 


American  President's  Bruce  Seaton  on  the  Oakland  waterfront 

instead  of  the  Panama  Canal,  a  rail  bridge  to  the  shipping  customer. 


By  James  Cook 

IN  LAND  TRANSPORTATION  these 
days,  the  innovations  are  coming 
not  from  the  railroads  or  the 
truckers  but  from  the  stodgy  old  ship- 
ping companies.  High  among  the  in- 
novators stands  Bruce  Seaton,  the 
onetime  oilman  who  heads  Oakland's 
American  President  Cos.,  Ltd.  The 
U.S.'  only  remaining  major  publicly 
owned  shipping  company  has  come 
through  a  couple  of  rough  years,  but  is 
about  to  reap  the  benefits  of  its  trail- 
blazing. 

American  President  shook  up  the 
transportation  world  a  few  years  ago 
when  it  introduced  its  low-cost,  dou- 
ble-stack container  train,  now  the 
lowest-cost  long-haul  commercial 
land  transportation  in  the  world.  Con- 
tainers, or  boxes,  as  they  are  known  in 
the  trade,  have  been  moving  between 
sea  and  land  for  decades  now.  Ameri- 
can President  made  a  considerable 
splash  in  the  late  Seventies  with  its 
liner  trains,  moving  seaborne  contain- 
ers to  inland  destinations  by  the  train- 
load.  But  the  stack  train  went  the 
liner  train  one  better.  It  piled  one  con- 
tainer atop  another  in  such  trains  on 
specially  designed  rail  platforms  so 
that  two  containers  took  no  more 
space  than  a  single  piggyback  trailer 
would  have  occupied.  This  cut  the 
cost  of  moving  goods  by  25%  or  more. 
American  President  worked  out  a  deal 
with  the  Union  Pacific  railroad  to 
move  such  trains  eastward  to  connec- 
tions throughout  the  U.S. — via  Chica- 
go &  Northwestern  into  Chicago,  for 
instance,  and  on  to  New  York  via 
Conrail. 

American  President's  competition 
got  the  point,  and  promptly  got  into 
the  act — Maersk,  Evergreen,  K-Line, 
Sea-Land,  U.S.  Lines,  NYK  and  Bur- 
lington Northern.  But,  in  this  case  at 
least,  the  innovator  reaped  the  richest 
rewards:  American  President  still 
claims  40%  of  the  industry's  capacity, 
45%  of  its  actual  volume.  And 
growth?  American  President  moved 
180,000  boxes  last  year,  vs.  30,000 
when  the  service  began  in  1984,  with 
no  end  of  growth  yet  in  sight. 

The  stack  train,  like  many  another 
innovation,  was  born  of  necessity.  A 
decade  ago  American  President  decid- 
ed to  abandon  its  round-the-world 
shipping  service  and  to  put  its  limited 
resources  where  the  growth  was,  in 
the  transpacific  routes  and  the  Indian 
Ocean.  To  get  its  goods  from  Pacific 
ports  into  U.S.  markets,  it  decided  to 
rely  on  piggybacking  containers  on 
railcars.  As  Seaton  explains  it:  "We 
made  the  decision  that  we  would  inte- 
grate our  logistics  with  the  railroad, 
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record  this 


good 


ationwide  quality  survey 
/s,  Ford  Motor  Company  is 
aking  the  highest  quality  cars 
and  trucks  designed  and  built 
in  North  America* 


.we  can  oner 
a  warranty 
this  good™ 


1982. 


Ford  does  it  again. 


^^1983. 

And  again. 

1984. 

And  again. 

1985. 

And  again.  $ 

1986. 

And  again. 


*  Based  on  an  average  of  owner- 
reported  problem*  in  a  aerie*  of 
survey*  of  '81-'86  model*  designed 
and  built  in  North  America. 


I5j 
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new  6-year, 60,000 
mile  warranty. 


With  a  quality  record  better 
than  any  other  major  American 
carmaker,  we  realized  we  could 


give  you  a  better  warranty  than 
we  ever  had  before. 

A  6-year,  60,000  mile 
powertrain  warranty  on  all  our 
new  Ford,  Mercury,  Lincoln 
and  Merkur  cars,  our  vans, 
and  our  light  trucks.** 

With  a  warranty  like  that, 
and  a  quality  record  like 
ours,  there's  really  no  reason 
to  go  with  anyone  else. 

'  Restriction*  and  deductible  apply. 
Ask  your  dealer  for  a  copy  of  this 
limited  warranty 


Quality  is  Job  1. 

Ford  •  Lincoln  •  Mercury  •  Merkur 
Ford  Trucks  •  Ford  Tractors 


On  Top 
of  the  World! 


If  outdoor  adventure  is  what  you're  into,  there's 
no  better  place  than  our  Yukon  and  Northwest 
Territories. 

You  can  trek  the  trails,  hike  the  ice  fields,  or 
scale  the  heights  -  the  Yukon's  mountains  are 
Canada's  highest.  Or  fish  the  lakes,  canoe  the 
rivers  and  raft  the  rapids  -  the  Territories  boast 
some  spectacular  waterfalls. 

And  depending  on  when  you  come  and 
where  you  travel,  you  can  spot  walrus,  Beluga 
whales,  Peregrine  falcons,  or  thundering  herds 
of  muskoxen  and  caribou. 

Canada's  far  north  takes  in  an  area  three  times 
that  of  Alaska,  and  your  welcome  here  is  as  big 
as  all  outdoors.  Even  your  U.S.  dollars  enjoy  a 
hefty  premium. 

So  this  year,  head  for  the  continent's  last 
frontier,  and  a  whole  different 
world  next  door.  Call  Yukon: 


or  Northwest  Territories: 
1-800-661-0788. 


1-403-667-5340  (toll  call) 


Go  with  the  floe . . . 

Walrus  in  the  Arctic  Ocean. 


Gleaming  legacy 

Part  of  the  magic  and  mystery 

of  the  Yukon,  the  Klondike  Gold  Rush. 


11*1 

Canada 


The  World  Next  Door 


American  President  containers  at  the  dockside  in  Oakland 

Will  the  stack  train  transform  both  trucking  and  piggyback? 


rather  than  with  all-water  carriage  to 
the  East  Coast  through  the  Panama 
Canal.  There's  no  way  a  high-cost 
U.S.  company  could  compete  with 
these  port-to-port  foreign  companies. 
But  by  rail  we  could  beat  the  all-water 
service  to  New  York  by  10  to  15  days, 
so  we  had  the  ability  to  deliver  better 
service  and  attract  higher-value  cargo, 
which  gave  us  better  margins  on  the 
use  of  the  box." 

But  rail  transport  had  its  problems. 
Most  U.S.  trade  with  the  Pacific  re- 
gion— unfortunately  for  the  U.S.  im- 
balance of  payments — moves  inward 
to  the  U.S.,  which  meant  that  Ameri- 
can President  had  to  deadhead  the 
bulk  of  those  empty  containers  back 
to  the  West  Coast.  An  empty  contain- 
er or  other  piece  of  equipment  obvi- 
ously produces  no  revenues,  even 
though  it  does  cost  money  to  move 
and  to  depreciate.  Something  had  to 
be  done  about  those  empties.  Luckily, 
however,  U.S.  domestic  cargo  tends  to 
move  east  to  west,  the  reverse  of  the 
Asian  import  cargo.  So  Seaton  worked 
out  a  deal  with  freight  forwarder 
Transway  International,  the  U.S. 
Postal  Service  and  United  Parcel  to 
funnel  westbound  freight  into  Ameri- 
can President's  westbound  contain- 
ers. That  helped  American  President's 
margins  a  lot. 

But  the  problem  wouldn't  stay 
solved.  The  stack  train,  with  its  big 
increase  in  carrying  capacity,  com- 


pounded the  problem  of  moving  emp- 
ties to  the  West  Coast.  Solution:  Two 
years  ago  American  President  laid  out 
$60  million  to  acquire  a  freight  bro- 
kerage firm,  National  Piggyback  and 
various  affiliates,  to  sell  westbound 
domestic  cargo  to  balance  American 
President's  eastbound  international 
cargo.  And  the  more  business  grows, 
the  more  empties  there  are  to  be 
filled,  so  that  American  President  has 
to  keep  scratching  for  traffic  to  keep 
its  westbound  trains  full. 

This  is  a  capital-intensive  game, 
where  maximum  use  of  equipment  is 
the  ultimate  determinant  of  profit- 
ability. With  23  ships,  60,000  contain- 
ers, 30,000  chassis  and  580  railcars, 
Seaton  has  his  hands  full  making  sure 
American  President's  SI  billion 
worth  of  equipment  runs  as  close  to 
capacity  as  possible.  Seaton  says:  "We 
would  like  to  have  more  truck  traffic, 
because  it's  cheaper  to  use  the  stack 
train  than  it  is  for  a  long-haul  trucker 
to  handle  it  himself."  If  Seaton  is 
right — and  economics  seems  to  say  he 
is — American  President  may  yet 
transform  both  trucking  and  railroad 
piggyback. 

The  bottom  line?  Says  Seaton: 
"We're  now  number  one  in  market 
share,  from  Asia  to  New  York  and 
Boston,  and  we  don't  take  a  ship  with- 
in 2,500  miles  of  either." 

Besides  gaining  market  share, 
American  President  was  able  to  es- 


cape the  worst  conse- 
quences of  a  shipping- 
rate  war  that  resulted 
from  overexpansion  on 
the  Pacific  routes.  The 
prospects  of  the  trans- 
pacific trade  created  so 
much  new  shipping  ca- 
pacity that  rates 
crashed  between  1984 
and  1986,  and,  in  Little 
more  than  a  year,  the 
revenue  from  a  typical 
40-foot  container  fell 
from  $4,250  to  $2,300. 

For  most  shipping 
companies,  the  damage 
was  great  enough  to 
plunge  them  deep  in 
the  red.  Lykes  Brothers 
withdrew  from  the  Pa- 
cific trade,  Sea-Land 
was  a  sitting  duck  for  a 
takeover  (by  CSX)  and 
U.S.  Lines  went  bank- 
rupt. Because  its  fast 
service  brought  it  the 
most  profitable  kind  of 
business  and  enabled  it 
Gn»p  to  cjiargC  more  Ameri- 
can President  contin- 

  ued  to  make  at  least 

some  money  on  its  ocean  shipping 
and,  thanks  to  the  profitability  of  its 
domestic  operations — including  a  real 
estate  venture — the  company  man- 
aged to  earn  $18  million,  or  71  cents  a 
share,  last  year,  on  $1.5  billion  in  rev- 
enues, vs.  $103.5  million,  or  $5.78  a 
share,  on  $926  million  only  two  years 
before.  This  was  pitifully  little — less 
than  3%  on  stockholders'  equity — but 
it  spelled  survival. 

This  is  a  heavily  leveraged  busi- 
ness— thanks  to  a  volatile  pricing 
structure— and  the  leverage  works 
both  ways.  Transpacific  rates  are  on 
the  rise,  and  Seaton  expects  to  get  the 
benefit  of  his  effort  to  reduce  his  oper- 
ating costs  and  increase  capacity  even 
more.  He  has  worked  out  a  deal  to 
swap  some  low-capacity  American 
President  ships  for  some  high-capaci- 
ty ones  from  Lykes  Brothers,  and  he 
has  ordered  five  new  giant  container 
ships  from  Germany.  Both  deals 
should  have  agreeable  effects  on 
American  President's  operating  costs. 
How  agreeable?  Analysts  are  predict- 
ing that  American  President  will  earn 
between  $2.80  and  $3  a  share  this 
year.  Asked  about  that,  Seaton  grins 
broadly:  "We  think  we  might  pleas- 
antly surprise  the  analysts  this  year." 
It  would  have  to  be  one  hell  of  a 
surprise.  So  far  this  year,  American 
President  stock  has  climbed  nearly 
45%,  vs.  a  15%  gain  in  the  Dow  Jones 
transportation  index.  ■ 
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The  federal  clamp  on  lead  in  gas  would 
have  been  a  fatal  blow  for  many  compa- 
nies so  dependent  on  a  single  product.  Not 
for  quick-witted  Ethyl  Corp. 

Life  after  lead 


By  Kerry  Hannon 

W'hat  does  a  company  do 
when  the  product  that  brings 
in  one-half  of  its  operating 
profits  is  all  but  banned  as  a  health 
hazard  by  Uncle  Sam?  Publicly,  it 
screams  bloody  murder  and  tries  its 
darndest  to  overturn  the  restrictions. 
Privately,  if  it  has  any  sense,  it  quiet- 
ly, adroitly,  diversifies. 

That's  exactly  what  Richmond, 
Va. -based  Ethyl  Corp.  (1986  revenues, 
$1.5  billion)  has  been  doing  for  the 
last  decade. 

For  63  years  Ethyl  has  been  a  lead- 
ing producer  and  seller  of  tetraethyl 
lead,  the  antiknock  additive  used  in 
gasoline.  The  market  for  tetraethyl 
lead  peaked  in  1970  at  1.9  billion 
pounds,  when  as  much  as  2.5  grams  of 
the  lead  was  added  to  each  gallon  of 
gasoline.  By  October  1979  the  U.S. 
Environmental  Protection  Agency 
had  mandated  that  gasoline  contain 
no  more  than  0.5  grams  per  gallon. 

Ethyl  fought  hard  in  the  courts  and 
at  public  hearings,  earning  a  reputa- 
tion as  a  dogged  though  myopic  com- 
batant. But  Ethyl  also  won  itself  the 
time  to  get  the  lead  out.  Seventeen 
years  later  0. 1  gram  per  gallon  of  tetra- 
ethyl is  still  permitted  at  the  pump. 
But  by  January  1988  the  EPA  is  ex- 
pected to  ban  lead  additives  entirely. 

Ethyl,  however,  is  not  a  one-prod- 
uct company  and  has  not  been  since 
1962,  when  Floyd  D.  Gottwald  Sr., 
chief  executive  officer  of  smallish  Al- 
bemarle Paper  Manufacturing  Co. 
(1961  earnings,  $1.8  million),  orches- 
trated one  of  the  first  leveraged 
buyouts.  He  borrowed  more  than 
$200  million  to  purchase  Ethyl  Corp. 
(1961  earnings,  $24  million)  from  co- 
owners  General  Motors  and  Exxon. 
Today's  Ethyl  is  a  conglomerate  pro- 
ducing everything  from  painkiller 
drugs  to  plastic  liners  for  diapers. 


Ethyl's  Bruce  and  Floyd  Gottwald 
A  gutsy  family's  fancy  footwork. 

Product  obsolescence,  in  any  case, 
is  not  new  to  the  Gottwalds  (sons 
Floyd  D.  Jr.  and  Bruce  are  now  chief 
executive  and  president,  respective- 
ly). The  arrival  of  the  ballpoint  pen  in 
1945  had  slowly  but  irrevocably  dried 
up  Albemarle's  market  for  its  primary 
product,  blotting  paper.  In  response, 
Floyd  Sr.  bought  Ethyl  and  sold  off  the 
losing  paper  business.  "The 
Gottwalds  are  gutsy,"  says  John  P. 
Henry,  an  analyst  with  E.F.  Hutton. 
"People  said  they  were  crazy  when 
they  bought  Ethyl,  but  they  staked 
the  family  fortune  on  it." 

Since  they  bought  Ethyl  (and 
dropped  the  Albemarle  name),  the 
Gottwalds  have  spent  $396.4  million 
on  12  acquisitions.  These  include  a 
specialty  chemical  maker,  a  producer 
of  aluminum  windows,  and  Elk  Horn 
Coal,  owner  and  lessor  of  1 30,000  acres 
of  coal  lands  in  eastern  Kentucky. 


In  1982,  somewhat  ahead  of  the 
pack,  Ethyl  moved  into  the  financial 
services  game,  buying  First  Colony 
Life  Insurance  Co.  for  $270  million.  In 
1985,  and  still  conglomerating,  it 
bought  Morgan  Semiconductor,  a  pro- 
ducer of  gallium  arsenide,  which  is 
used  to  make  nonsihcon  specialty 
chips.  In  1986  it  bought  Dow  Chemi- 
cal's bromine  division  and  in  March 
acquired  Nelson  Medical  Research,  a 
drug  development  company. 

Unlike  many  conglomerates,  this 
one  works.  Last  year  earnings  of 
$177.7  million  were  up  52%,  from 
$117.1  million.  Long-term  debt  is  a 
modest  30%  of  capital.  Return  on  eq- 
uity is  a  far-above-average  21%. 

What  makes  this  seeming  hodge- 
podge function  so  well?  Exceptional 
managers,  plus  a  policy  of  buying 
small,  specialized  companies  with 
proprietary  technologies  that  keep  it  a 
step  ahead  of  the  pack. 

For  example,  since  1983  Ethyl  has 
been  one  of  only  two  makers  of  the 
active  ingredient  in  nonaspirin,  ibu- 
profen  pain  relievers.  Ibuprofen,  ap- 
proved by  the  FDA  for  over-the- 
counter  sales  in  1984,  currently  has 
15%  of  the  $250  million  U.S.  non- 
prescription painkiller  market. 

First  Colony  Life  Insurance  (assets, 
$2.4  billion)  was  an  unlikely  fit  with 
the  diversified  chemical  company. 
But  under  George  T.  Stewart  Ill's  di- 
rection it  has  consistently  grown  at 
20%  a  year  since  1982,  and  last  year 
accounted  for  26%  of  Ethyl's  total 
operating  profits. 

There  are  problem  spots.  Elk  Horn 
Coal,  and  its  oil  and  gas  division,  are 
struggling,  with  operating  earnings 
down  sharply,  to  $4  million  last  year 
from  $14.2  million  in  1985.  Its  alumi- 
num businesses  and  plastics  manu- 
facturing are  likewise  depressed. 

Tetraethyl  lead,  on  the  other  hand, 
is  still  kicking.  Blame  it  on  a  relative- 
ly recent  price  surge  (to  $1.95  a  pound 
from  less  than  90  cents  two  years  ago), 
plus  a  relatively  small  but  steady  de- 
mand for  leaded  gasoline  overseas  and 
for  farm  equipment.  Result:  The  com- 
pany should  earn  more  from  the  sale 
of  tetraethyl  this  year,  nearly  20%  of 
operating  profits,  than  in  the  past  two 
years,  an  average  14%.  "The  business 
is  declining,  but  we  are  doing  all  we 
can  to  maximize  that  cash  flow,"  says 
Floyd  D.  Gottwald  Jr. 

A  quarter  of  a  century  ago, 
Gottwald  and  his  sons  controlled 
close  to  70%  of  a  dying  little  paper 
company.  Today  the  family  owns 
17.9%  of  a  healthy  conglomerate 
where  their  holdings  are  worth  not  far 
from  a  half-billion  dollars.  Pretty  fan- 
cy footwork,  that.  ■ 
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The  improvement 


The  original  8-MHz 
COMPAQ  DESKPRO  286. 
Best  in  its  class. 


Introducing  the  new  12-MHz 
COMPAQ  DESKPRO  286! 
50%  faster,  100%  Compaq. 

You've  never  seen  this  much  performance  in  an 
80286-based  desktop.  Numerous  enhancements  to 
its  proven  technology  are  one  more  example  of 
how  Compaq  maintains  its  industry  leadership  by 

improving  and  innovating. 

Compaq  raised  the  standard  from  6-  to  8-MHz 
processing  speeds.  Now  we're  setting  the  pace  again 
with  12  MHz,  so  you  can  run  industry-standard 
software  up  to  50%  faster. 


And  so  you  won't  lose  compatibility,  we  pio- 
neered dual-speed  processing,  which  reduces  speed 
from  12  to  8  MHz  in  the  few  cases  it's  needed. 

Compaq  also  maintains  hardware  compatibility 
with  8-MHz  expansion  slots  that  let  you  use 
industry-standard  expansion  boards,  modems  and 
add-ons  without  sacrificing  your  12-MHz  speed. 

Hidden  assets 

While  many  manufacturers  cripple  high-speed 
processors  with  low-speed  RAM,  Compaq  gives 
you  up  to  2.1  Megabytes  of  12-MHz  RAM  on  the 
system  board  without  using  an  expansion  slot, 
8.1  Megabytes  using  only  three. 

Speed  is  also  boosted  by  high-performance  20-, 
40-  or  70-Megabyte  fixed  disk  drives  with  some  of 


are  out  of  sight 


The  new  12-MHz 
COMPAQ  DESKPRO  286* 
Now  the  best  is  better. 


the  industry's  fastest  access  times.  And  to  protect 
data,  we  offer  an  internal  40-Megabyte  fixed  disk 
drive  backup  system,  another  innovation. 

Uncompromising  vision 

The  COMPAQ  DESKPRO  286  gives  you  better 
display  options  than  any  other  PC  in  its  class. 

The  COMPAQ  Dual-Mode  Monitor  displays  both 
high-resolution  text  and  graphics.  And  the  COMPAQ 
Color  Monitor  and  COMPAQ  Enhanced  Color 
Graphics  Board  support  EGA  and  CGA  standards, 
displaying  16  colors  at  once  from  a  palette  of  64. 

You  get  more  expandability  too— with  seven 
available  full-height  expansion  slots  and  room  for 
four  internal  half -height  storage  devices,  including 
1.2-Megabyte  or  360-Kbyte  diskette  drives. 


See  for  yourself 

Our  improvements  may  be  hidden,  but  they're 
clearly  apparent  in  superior  performance.  That's 
why  the  most  demanding  users  prefer  Compaq. 
And  why  we  can  offer  a  full-year  limited  warranty. 

Seeing  is  believing.  For  the  location  of  your 
nearest  Authorized  COMPAQ  Computer  Dealer,  or 
for  a  free  brochure,  call  1-800-231-0900,  operator 
20.  In  Canada,  416-449-8741,  operator  20. 

©1987  Compaq  Computer  Corporation,  all  rights  reserved. 


COMPAQ 


It  simply  works  better 


Japans  Sanrio  Co.,  Ltd.  finds  it's  harder  to 
export  culture  than  cars  or  videorecorders. 


Mickey  Mouse, 
meet  Hello  Kitty 


By  Hare  Beauchamp 
and  Hiroko  Katayama 


Japan. 


J^MERICAN  AND  EUROPEAN  teen- 

IMaKc  girls  and  young  women 
A^^Lstrive  to  look  sexy  and  sophis- 
ticated— or,  if  they're  punkers,  fluo- 
rescent and  repulsive.  Not  young  Jap- 
anese women.  For  them  the  aura  of 
preference  is  katvaii,  which  translates 
roughly  as  "cute." 

Kawaii  permeates  modern 
Secretaries  well  into  their 
20s  clutch  Snoopy  shoulder 
bags  that  American  10-year- 
olds  wouldn't  be  caught  dead 
with.  Junior  college  students 
wear  oversize  sweatshirts 
sporting  cuddly  cartoon  char- 
acters. High  school  girls  plas- 
ter notebooks  and  bookbags 
with  stickers  of  cartoon  ani- 
mals, flowers,  hearts  and 
rainbows. 

Big  money  is  involved.  By 
far  the  largest  purveyor  of 
kawaii  accessories  is  Tokyo's 
Sanrio  Co.,  Ltd.  Sanrio 
earned  $21  million  last  year, 
on  sales  of  $494  million. 

Sanrio  sells  more  than 
12,000  products,  ranging 
from  towels  and  stationery 
to  clothing  and  cutlery.  Al- 
most all  are  decorated  either  with 
Sanrio's  own  family  of  cute  cartoon 
characters  or  with  characters  licensed 
from  U.S.  owners.  Especially  popular 
these  days  are  Snoopy,  Betty  Boop  and 
Felix  the  Cat. 

Sanrio  was  founded  by  Shintaro 
Tsuji,  now  60,  in  1959,  in  the  early 
days  of  "the  Americanization  of  Japa- 
nese culture,"  as  Tsuji  puts  it.  "At 
that  time,,  only  5  of  my  daughter's  35 
classmates  received  birthday  gifts," 
recalls  Tsuji.  "Today,  you  can't  find  a 
Japanese  child  who  doesn't  get  a  birth- 


day gift."  Besides  birthdays,  Tsuji  has 
over  the  years  promoted  Christmas, 
Valentine's  Day,  baby  showers  and 
most  of  the  other  U.S.  gift-giving  cus- 
toms etched  into  our  culture. 

Tsuji's  most  enduring  hit  arrived  in 
1974,  when  Sanrio  introduced  the  car- 
toon character  Hello  Kitty.  "Kitty- 
chan,"  as  she's  known  in  Japan,  is  a 
white  kitten  with  shoebutton  eyes, 
no  mouth  and  a  red  bow  tied  on  one 
ear.  Classic  kawaii 


Sanrio 's  Shintaro  Tsuji 

The  stock's  multiple  is  out  of  this  world. 


By  1982  Sanrio's  sales  had  grown  to 
$350  million.  In  large  part,  the  growth 
was  owed  to  Hello  Kitty  and  her  sub- 
sequent friends:  Tuxedo  Sam  [a  pen- 
guin), My  Melody  (a  white  rabbit)  and 
the  Little  Twin  Stars  (Kiki  and  Lala, 
who  come  from  the  Star  of  Thought- 
fulness).  Today  Sanrio  earns  over  $8 
million  a  year  licensing  these  charac- 
ters to  dozens  of  Japanese  companies. 
Hello  Kitty  and  Tuxedo  Sam  turn  up 
on  everything  from  thermos  bottles  to 
automatic  bank  teller  cards  to  Nippon 
Telegraph  &  Telephone's  plastic  card 


used  in  pay  phones. 

On  the  hard-to-believe  Tokyo  stock 
exchange  (see  story;  p.  139),  Sanrio's 
market  capitalization  has  climbed 
from  $322  million  in  late  1982  to  a 
recent  $2.2  billion.  For  the  time  being, 
then,  this  notions  maker  is  worth  as 
much  as  BankAmenca.  At  a  recent 
$32  a  share,  Sanrio  sells  at  104  times 
earnings.  Tsuji's  5.7%  of  the  company 
is  worth  $126  million. 

The  make-believe  multiple  is  all 
the  harder  to  understand  when  you 
consider  Sanrio's  recent  performance. 
Sales  have  grown  only  5%  since  1984. 
Profits  have  actually  dropped  5% 
from  their  peak  in  1984. 

The  problem  is  competition.  Un- 
like the  Walt  Disney  Co.'s  Mickey 
Mouse,  say,  which  has  been  a  part  of 
our  culture  for  nearly  60  years,  San- 
rio's characters  are  recent  inventions 
and,  as  such,  are  subject  to  ferocious 
competition.  Today  the  Japanese  mar- 
ket is  saturated  with  kawaii  products. 

Tsuji's  150  designers — mostly 
women  in  their  early  20 — come  up 
with  an  average  of  400  new  products 
every  month.  These  range  from  a  new 
line  of  stationery  to  inflatable  beach 
toys  to  wristwatch  purses.  Tsuji's 
wife,  Yasuko,  manages  a  Sanrio  gift 
store  in  Tokyo.  This  helps  Tsuji  stay 
close  to  his  customers. 

Tsuji  has  attempted  to  di- 
versify into  films,  videos, 
books,  health  foods  and  res- 
taurants. But  these  have  met 
with  mixed  success:  Sanrio's 
gift  items  still  account  for 
90%  of  sales.  Sanrio  has  had 
a  tie-up  with  Hallmark  to 
sell  Hallmark  cards  in  Japan 
since  1969.  But  greeting 
cards,  a  high-margin  product 
with  strong  potential,  today 
account  for  only  5%  of  sales. 

Kawaii,  moreover,  does  not 
export  well.  Sanrio  entered 
the  U.S.  market  in  the  mid- 
1970s,  and  now  has  11  com- 
pany-owned stores  in  such 
places  as  Los  Angeles'  Bever- 
ly Center  mall  and  San  Fran- 

  Cisco's  Union  Square.  Other 

outlets  include  some  100  quasi-fran- 
chise  stores,  corners  in  F.A.O. 
Schwarz  and  department  stores  like 
Bloomingdale's  and  Marshall  Field 
and  mom-and-pop  gift  stores.  But  San- 
rio's U.S.  sales  are  a  disappointing  $20 
million  a  year. 

Hello  Kitty  products  have  enjoyed 
some  success  in  the  U.S.  and  account 
for  20%  of  Sanrio's  sales  here.  But 
Tuxedo  Sam  and  the  other  characters 
have  failed  to  work  their  way  into  the 
hearts  of  young  American  woman- 
hood. Even  in  the  case  of  Hello  Kitty, 
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We  pay  these  people 
to  fly  TWA. 


Introducing  TWA's  Quality  Control  Team. 

Since  many  of  our  best  ideas  about  improving 
ervice  have  come  from  our  passengers,  we 
hought,  why  not  take  this  process  a  step  further? 

TWA's  Quality  Control  Team  is  really  a  group 
f  30  "professional"  passengers.  Their  job  is  to  fly 
'WA,  and  report  directly  to  the  Chairman  what 
hey  liked,  and  what  they  didn't  like.  They  have  a 
hecklist  of  over  100  service  items  to  go  through, 
nalyzing  everything  from  the  temperature  of  the 
ntree  to  the  cleanliness  of  our  aircraft. 

Introducing  TWA's 
In-Flight  Service  Manager. 

Recently,  TWA  has  instituted  an  In-Flight 
iervice  Manager  on  every  flight  who  is  responsi- 
ble for  all  aspects  of  TWA's  in-flight  service.  You 
lave  a  question  about  a  connection?  They'll 
nswer  it.  You  need  special  assistance? 


They'll  take  care  of  it.  You've  seen  the  movie  three 
times  already?  They'll  find  you  a  great  magazine. 
You  get  the  idea. 

The  Chairman  of  TWA 
Has  Made  Service  Top  Priority. 

TWA  has  always  recognized  that  good  service 
makes  all  the  difference  in  air  travel;  so  we're 
determined  to  ensure  that  ours  is  the  best  in  the 
business.  That's  why  the  Chairman  of  TWA  has 
made  service  top  priority.  In  fact,  if  you  have  any 
constructive  criticism,  major  gripe,  or  just  lavish 
praise,  he'd  like  to  know  about  it. 

You  can  write  him  at  TWA,  605  Third  Avenue, 
New  York,  NY  10017. 


TODAY'S  TWA. 
FIND  OUT  HOW  GOOD  WE  REALLY  ARE. 


1 

r 


A 


A 


CD 


Strength  in  elegance.  In  solid  18K  gold,  stainless  steel, 
or  a  combination  of  karat  gold  and  stainless  steel.  Water-resistant.  From  $995  to  $45,000* 
jean  Lassale.  Perhaps  the  most  beautiful  watch  in  the  world. 

s 

BAILEY  BANKS  &BIDDLE 


s  1987.  Iro  tale  ln<  jewelers  since  ibji 

640  filth  Ave ,  NY,  NY  10019  Philadelphia  •  Pittsburgh  •  Washington,  DC.  -Su^Kd  Itiol  rus 


Experience  writing  pleasure  with  the  Masterpiece  Collection 

by  Mont  Blanc 


A.  Ballpoint  Pen.  Black  or  Burgundy. 
Reg.  $90.  Now  $64.99 

B.  Slim-line  Fountain  Pen.  14k  gold  nib 
Black  or  Burgundy.  Reg.  $160. 

Now  S109.99 


C.  Classic  Fountain  Pen. 
14k  gold  nib.  Black  only. 
Reg.  $210.  Now  $139.99 


D.  Diplomat 
Fountain  Pen. 
14k  gold  nib. 
Black  only. 


Reg.  $265. 
Now  $164.99 


Not  shown: 
Mechanical  Pencil. 


Black  only. 
Reg.  $90.  Now  $64.99 


Please  add  S3  for  shipping  and  handling 
For  Fountain  Pen  orders  specify  nib  size:  XF  F  M  or  B 

TO  ORDER  CALL  TOLL  FREE  800-372-3377 


Corporate  accounts  welcome  •  We  ship  anywhere  in  the  U.S. 

ALTMAN  LUGGAGE  CO. 

"More  than  just  a  great  luggage  store." 

135  Orchard  Street.  New  York.  NY  10002  •  (212)  254-7275 

Ptione  and  mall  orders  promptly  filled  •  Major  credit  cards  accepted  •  Ask  for  our  free  color  catalog 


the  character  appeals  primarily  to 
girls  under  10,  thus  limiting  Sanrio's 
potential  market. 

"American  teenagers  and  young 
women  are  much  more  independent 
than  their  counterparts  in  Japan," 
says  Tsuji.  "They  don't  care  for  child- 
ish goods." 

But  Tsuji  won't  give  up.  Last  year 
he  began  revamping  U.S.  operations, 
cutting  the  number  of  products  sold 
from  2,700  to  around  1,200,  and  clos- 
ing one  of  the  company's  two  ware- 
houses. He  is  remodeling  stores  to 
increase  foot  traffic  and  pushing  sea- 
sonal promotions  such  as  Easter, 
back-to-school  and  Christmas.  He 
dispatched  son  Kunihiko,  34,  to  head 
up  Sanrio,  Inc.,  the  U.S.  subsidiary, 
and  has  set  up  a  design  center  in  Bur- 
lingame,  a  San  Francisco  suburb,  to 
tailor  products  to  the  U.S.  market. 

In  part  because  Mickey  Mouse  and 
all  the  other  well-entrenched  U.S. 


"American  teenagers  are 
more  independent  than  their 
counterparts  in  Japan," 
says  Tsuji.  "They  don't  care 
for  childish  goods." 


characters  are  such  tough  competi- 
tors, Tsuji  is  now  playing  down  San- 
rio's cartoon  characters.  Instead,  he  is 
pushing  products  emblazoned  with 
teddy  bears,  hearts,  rainbows  and  oth- 
er patterns.  An  example  is  a  hot-sell- 
ing line  of  stationery  products,  deco- 
rated with  musical  notes.  Such  prod- 
ucts, he  hopes,  will  broaden  the 
customer  base  from  grade-schoolers 
to  teenage  girls. 

The  strategy  back  home  is  similar. 
It  has  to  be,  given  the  tendency  of 
Japanese  youth  to  mimic  American 
youth.  To  attract  older  girls,  and  boys, 
Tsuji  has  brought  out  new  lines  of 
products — clothing  and  towels,  for  ex- 
ample— that  don't  feature  Hello  Kitty 
or  Little  Twin  Stars,  and  which  come 
in  darker,  more  sophisticated  colors 
rather  than  in  bright  pastels. 

In  his  riskiest  bid  yet  to  diversify, 
Tsuji  is  building  a  $200  million 
amusement  park  in  a  suburb  an  hour 
west  of  Tokyo.  Designed  to  be  educa- 
tional as  well  as  fun,  Sanrio  Commu- 
nication World  will  be  a  cross  be- 
tween Disneyland  and  Epcot  Center. 
Tsuji  expects  as  many  as  1.8  million 
visitors  a  year  and  revenues  of  $80 
million  a  year,  once  the  park  opens  in 
the  spring  of  1989. 

But  here,  too,  there  is  no  getting 
away  from  Mickey  Mouse.  Tokyo 
Disneyland,  opened  in  1983,  contin- 
ues to  draw  more  than  10  million 
visitors  a  year.  ■ 
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Canon 
FaxPhone 


The  first  facsimile  that  belongs  on  your  desk. 


You  wouldn't  want  to  do  business 
without  your  own  phone.  So  why  give  up 
the  speed— and  privacy— of  a  phone  call 
when  you  want  to  put  your  talk  into  action? 

Canon's  revolutionary  FaxPhone  10 
lets  you  hold  a  conversation  and  send 
or  receive  documents  right  at  your  desk 
—all  in  the  same  phone  call.  Because 
FaxPhone  is  a  multifunction  deskphone 
And  it's  also  an  advanced  business 
facsimile  that  communicates  with 
most  other  facsimiles  as  fast  as 
17  seconds  a  page*  over  ordinary 
phone  lines.  In  addition,  a  liquid-crystal 
display  that  tracks  FaxPhone  operations 
step-by-step,  autodialing,  and  an  auto 
document  feeder  make  the  facsimile 


functions  as  easy  to  use  as  the  phone. 
And,  of  course,  FaxPhone  can  receive 
documents,  even  when  you're  not  there. 

Canon  FaxPhone:  A  beautiful  way 
to  put  your  words  into  action,  right  at 


your  desk.  Because  now  your  phone 
calls  can  be  more  than  just  talk. 


•Based  on  CCITT  No.  1  Test  Chart 


Canon 

FAXPHONE  10 

More  than  just  talk. 

For  more  information  about  the  FaxPhone  10, 
call  toll  free  1-800-OK  CANON.  Or  write 
Canon,  U.S.A.,  Inc.,  PO.  Box  5210,  Clifton,  NJ  0701! 


STATE  ZIP 


4KFOR05187 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  for  details  at  participating  Canon  dealers  and  retailers 
Available  only  in  U  S 


©1986  CanonUSAInc 


After  losing  $99  million  of  U.S.  Postal  Ser- 
vice money  on  electronic  mail,  can  the 
same  folks  make  the  same  venture  profit- 
able in  the  private  sector? 

In  dubious  battle 


By  Janet  Novack 

Remember  E-COM?  That  was 
tfa  e  acronym  for  the  U.S.  Postal 
Service's  Electronic  Computer 
Originated  Mail  service.  E-COM  lost 
$99  million  between  1982  and  1985, 
more  than  $1.50  per  letter  handled. 

You'd  think  E-COM's  creators  and 
managers  would  just  as  soon  forget 
the  whole  thing.  Nope.  Several  key 
players,  including  William  Bolger, 
Postmaster  General  when  the  service 
was  hatched,  are  promoting  TCOM 
Systems,  Inc.,  a  private-sector  son  of 
E-COM,  with  Bolger  as  chairman. 

TCOM,  much  like  E-COM,  will 
take  mass  correspondence  from  a 
company's  computer,  print  it  at  25 
sites  around  the  country  and  deposit 
it  in  the  local  mail.  Scheduled  to  be- 
gin Sept.  1,  delivery  will  often  be  next 
day;  guaranteed  in  two.  TCOM  will 
charge  users  65  cents  to  90  cents  a 
letter,  depending  on  pages,  inserts  and 
volume.  E-COM  was  only  26  cents. 

The  competition?  Similar  services 
charge  more.  But  TCOM,  to  get  the 
volume  it  seeks,  will  have  to  steal 
business  from  cheap  mail  shops  and 
in-house  mail  operations  that  can 
cost  20  cents  to  40  cents  less  per 
piece.  The  Postal  Service  charges  just 
18  cents  for  first-class  volume  mail 
presorted  by  ZIP  code,  which  general- 
ly provides  cross-country  delivery 
within  three  days.  TCOM  executives 
claim,  however,  that  counting  inter- 
nal mail  preparation  delays,  their  ser- 
vice can  save  three  days  or  more. 

With  the  well-connected  and  appar- 
ently convincing  Bolger  as  a  money 
magnet,  TCOM  has  raised  $4.4  mil- 
lion in  private  and  venture  capital. 
Another  $7.5  million  will  be  sought 
this  summer.  The  venture  has  also 
persuaded  GTE  Data  Services  to  front 
about  S3  million  in  software  develop- 


ment costs  in  return  for  a  9%  equity 
stake  and  a  five-year  contract  valued 
at  $50  million  by  GTE. 

"We're  going  to  be  the  next  Federal 
Express,"  brags  TCOM  Chief  Execu- 
tive Robert  Ryan,  a  founder  of  Dial- 
corn,  an  electronic  mail  service  now 
owned  by  British  Telecom.  "I'd  be 
very  disappointed  if  by  year  five  we 
didn't  hit  a  billion  pieces  a  year,"  says 
TCOM  Chief  Operating  Officer  Eu- 

Jcffn-v  MacMilhn 

I 


TCOM's  William  Bolger 
Promoting  son  of  E-COM. 


gene  Johnson. 

TCOM's  business  plan  projects  that 
the  service  will  be  handling  a  more 
modest  3 1 8  million  pieces  of  mail  and 
netting  $71  million  (revenues,  $250 
million)  in  its  fifth  year  of  operation. 

Even  that  claim  has  much  of  the 
private  mail  industry  scratching  its 
head.  After  all,  if  there's  really  a 
hungry  market  for  TCOM,  why  did  E- 
COM  bomb?  Karen  Uemoto, 
TCOM's  director  of  market  develop- 
ment, says  that  E-COM  was  so  poorly 


designed  "there  was  just  no  way  it 
could  work  properly."  She  should 
know.  She  ran  E-COM. 

But  she  has  a  point.  Among  other 
bungles,  the  Postal  Service  spent  $40 
million  for  a  system  that  couldn't 
even  handle  the  volume  it  later  fig- 
ured it  needed  to  break  even.  Just  as 
bad,  E-COM  didn't  allow  companies 
to  include  inserts  or  reply  envelopes, 
even  though  such  a  service  is  most 
suited  for  letters  requiring  quick  re- 
sponse— e.g.,  "Pay  your  premium 
within  15  days  or  we'll  cancel  your 
insurance."  Even  worse,  the  25  print- 
ing centers  couldn't  send  electronic 
messages  to  one  another.  That  meant 
a  mailer  who  wanted  quick  nation- 
wide service  had  to  send  data  to  all  25. 

Ah,  but  TCOM  is  designed  to  cure 
all  that.  And  Bolger  argues  that  E- 
COM  itself,  delivering  about  24  mil- 
lion letters  annually  at  its  peak, 
showed  "the  market  is  out  there." 

No  way,  says  Michael  Strange,  pres- 
ident of  Mail  Processing  Systems, 
which  prints  and  mails  millions  of 
pages  a  week  for  insurance  compa- 
nies— TCOM's  top-targeted  market. 
Strange's  firm,  recently  acquired  by 
Bell  &  Howell  Co.,  will  laser-print 
and  send  first  class  a  one-page  letter 
with  inserts  for  24  cents,  including 
postage.  But  then,  as  a  competitor 
who  provides  delivery  within  three 
days  (but  no  guarantees),  Strange's 
bad-mouthing  is  understandable. 

So  listen  to  a  potential  customer.  "I 
don't  see  anything  where  a  day  or  two 
would  make  a  whole  lot  of  differ- 
ence," says  Joseph  Brophy,  a  senior 
vice  president  at  The  Travelers  Corp. 
With  60-day  grace  periods,  policy  cut- 
off notices  can  easily  be  mailed  in 
time,  he  says.  Travelers'  printing  and 
mailing  costs:  40  cents  or  less. 

Ryan  insists  the  potential  market 
for  TCOM  is  9  billion  pieces  out  of  the 
76  billion  sent  first  class  last  year.  But 
what  we  hear  in  chats  with  a  few  likely 
clients  he  names  is  inconclusive.  Po- 
litical direct  mail  fundraiser  Robert 
Odell  of  Odell,  Roper  &  Associates 
figures  probably  no  more  than  100,000 
of  the  25  million  pieces  he  handles 
each  year  are  suitable  for  TCOM.  But 
at  Time-Life  Books,  direct  mail  man- 
ager Stuart  Hotchkiss  says  TCOM  let- 
ters might  be  sent  to  confirm  Time- 
Life's  2.5  million  orders  a  year.  If,  that 
is,  tests  show  a  timely  letter  increases 
the  portion  of  customers  (now  50%) 
who  actually  pay  for  the  books  when 
they  arrive  25  days  later. 

Will  TCOM  succeed?  We  don't 
know.  But  this  seems  clear:  The 
phrase  in  TCOM's  offering,  warning 
it's  an  "extremely  speculative"  in- 
vestment, is  apt.  ■ 
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At  a  time  when  most  bank  card  credit 
costs  less  than  20%,  Tom  Devlin  s  Rent-A- 
Center  chain  gets  up  to  89%. 


Lender  of 
last  resort 


By  David  Henry 


In  the  mid-1960s,  when  Tom 
Devlin  was  working  his  way 
through  Wichita  State  University 
selling  TVs  and  appliances,  he'd 
steam  when  finance  companies  re- 
jected his  hard-won  sales.  Sometimes 
the  rejection  rate  ran  to  four  out  of 
every  five  of  Devlin's  sales.  Yet  Dev- 
lin knew  he  could  trust  nearly  all  his 
customers  to  pay  $10  a  week  for  their 
televisions,  or  at  least  bring  the  sets 
back  in  if  they  couldn't. 

"Our  customer,"  recalls 
Devlin,  "was  a  nice,  blue-col- 
lar, good  grade  of  customer, 
not  a  down-and-out  person." 
Making  matters  worse,  new 
laws  intended  to  protect  con- 
sumers from  their  creditors 
made  risky  accounts  unprofit- 
able. The  poorest  consumers 
were  left  to  usurers.  This  was 
not  the  first  time  that  reform- 
ers hurt  the  folks  they  meant 
to  help. 

Thus  did  Tom  Devlin  and 
his  boss  hit  upon  a  practice 
long  used  among  the  English 
working  classes  but  little  used 
in  this  country.  They  began 
renting  televisions  to  their 
creditless  customers  and  ap- 
plied the  rental  payments  to- 
ward ultimate  ownership. 

Devlin  set  out  on  his  own  in 
1973  with  one  store.  Today  his 
Rent-A-Center,  Inc.  owns  and 
operates  259  stores  across  the 
country.  Franchisees  own  an- 
other 142  stores.  For  the  last 
five  years  the  parent's  reve- 
nues have  been  growing  by 
44%  annually  (to  a  likely  $200 
million  this  year),  profits  by 
38%  (to  $14  million).  Devlin 
took  Rent-A-Center  public  in 


1983.  Today  the  chain's  market  value 
is  $430  million — over  30  times  antici- 
pated earnings.  Devlin  still  owns  a 
fifth  of  the  company. 

Rent-A-Center's  return  on  equity  is 
30%.  Debt,  of  course,  is  high,  about 
39%  of  total  capital.  But  more  impor- 
tant is  the  way  Devlin  finances  his 
customers. 

Walk  into  a  typical  Rent-A-Center 
on  a  payday  Friday  afternoon.  You'll 
see  a  steady  stream  of  customers  com- 
ing in  to  put  down  weekly  rents:  $9.95 
for  televisions,  $12.95  for  stereos, 


Rent-A-Center  founder  Tom  Devlin 
Now  to  lure  people  "borrowed  to  the  hilt. 


$19.95  for  "home  entertainment  cen- 
ters." Devlin  also  rents  refrigerators, 
living  room  furniture  and  much  of  the 
rest  of  the  gear  for  which  the  modern 
consumer  would  rather  go  into  debt 
than  save. 

Rent-A-Center  promises  free  deliv- 
ery and  repair  service  within  24  hours. 
There  are  no  credit  checks  and  no 
obligation  to  keep  renting.  But  for 
these  extras  there  is  one  heck  of  a 
hefty  finance  charge. 

Here's  a  Rent-A-Center  special 
from  a  St.  Louis  store  last  month:  an 
RCA,  19-inch  portable  color  televi- 
sion, without  remote  control.  A  cus- 
tomer with  some  money  could  buy 
this  set  for  $229,  plus  6%  tax,  from  an 
electronics  discounter.  Or,  if  he  had 
no  ready  cash  but  had  some  credit,  he 
could  buy  basically  the  same  set  at 
Sears  for  about  $435,  including  a  two- 
year  maintenance  agreement,  deliv- 
ery charge  and  sales  tax.  Finance  that 
at  the  Sears  card's  18%  (in  Missouri) 
for  18  months,  and  total  payments 
come  out  around  $500. 

And  if  the  customer  has  neither 
cash  nor  credit?  Then  it's  Rent-A- 
Center,  which  charges  $9.95  a  week 
for  this  $229  TV  set,  the  right  to  re- 
turn it,  and  the  extra  services.  After 
78  weeks  of  payments,  Devlin  will 
give  the  renter  title  to  the  set.  Figure 
it  out.  Over  18  months,  payments  will 
total  $776.  Annual  percentage 
rate:  89%.  Devlin  stresses  that 
rates  on  portable  TVs  are  his 
highest.  Still,  charges  on  big- 
ger household  items  are  easily 
twice  credit  card  rates. 

Alan  White,  an  attorney 
with  Community  Legal  Ser- 
vices in  Philadelphia,  is  out- 
raged. White  thinks  the  prac- 
tice of  rent-to-own,  as  Devlin 
calls  his  business,  should  be 
governed  by  state  usury  laws. 
Failing  that,  says  White,  Rent- 
A-Center's  true  finance 
charges  should  be  disclosed. 
So  far,  Rent-A-Center  has  side- 
stepped disclosure  by  convinc- 
ing state  lawmakers  that  cus- 
tomers can  get  out  of  rent-to- 
own  agreements  anytime.  In 
other  words,  the  customer 
isn't  really  buying  the  goods 
until  he  has  bought  them. 

Many  of  Rent-A-Center's 
poor  customers  understand 
they're  getting  poorer.  But  giv- 
en their  financial  standing,  the 
point  is  academic. 

"Sure,  you  can  get  stuff  for  a 
lot  cheaper  if  you've  got  the 
money  outright,"  says  cus- 
tomer Vernon  Smith,  a  26- 
year-old  garbage  truck  driver 
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Fine  Quality 
Solid.  And  Swiss. 


We're  American.  In  every  way.  Contemporary. 
Innovative.  Productive. 

But  our  Swiss  heritage  makes  us  sticklers  for 
quality.  Sticklers  for  doing  things  right. 

State-of-the-art  ideas  tempered  by  old  world 
standards. 

Good  reasons  why  you  should  have  an 
American  organization  of  Swiss  descent  protecting 
yourvalued  business. 


Good  reasons  to  choose  Zurich-American 
Insurance  Companies. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  for  sound  business 
insurance  advice,  vast  technical  expertise.  And  the 
financial  strength  to  protect  your  enterprise. 

You'll  find  we  speak  plain  English.  But  if  you  listen 
closely,  you'll  hear  our  Swiss  accent  on  quality. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH- AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company*  American  Guarantee  and  Liability  Insurance  Company*  Schaumburg.  IL  60196 


in  Wichita.  But  the  father  of  three 
doesn't  have  the  money. 

Why  not  just  save  $9.95  a  week  for 
25  weeks  and  then  go  pay  cash  for  a 
television  set;  With  a  sigh  of  resigna- 
tion, Smith  explains  that  he  wants  the 
merchandise  now  and  he  does  not 
want  anybody  hassling  him  about 
creditworthiness. 

Not  that  Devlin  doesn't  have  to 
work  for  his  fat  profit  margins.  A 
highly  profitable  store  can  go  out  of 
control  in  less  than  two  weeks.  Most 
rents  are  due  at  the  end  of  the  week. 
Every  Monday  morning  fully  20%  of 
Rent-A-Center's  accounts  are  past 
due.  From  "collection  rooms"  in  the 
back  of  the  stores,  employees  spend 
the  week  calling  and  cajoling,  trying 
to  get  the  money  without  going  after 
the  merchandise.  It's  a  balancing  act 
between  protecting   inventory  and 


"Sure,  you  can  get  sttifffor 
a  lot  cheaper  if  you've  got 
the  money  outright,"  says 
customer  Vernon  Smith,  a 
26-year-old  garbage  truck 
driver  in  Wichita. 


maintaining  revenues.  Too  soft  on  the 
customer,  and  he  delays  paying.  Too 
tough,  and  you  get  back  a  beat-up 
television  set. 

By  the  following  Saturday  night, 
the  company  has  worked  the  delin- 
quencies down  to  8%  of  the  accounts. 
And  by  year-end,  inventory  losses 
amount  to  only  2%  of  sales  on  aver- 
age, a  figure  not  much  above  losses  in 
traditional  retailing. 

Now  Devlin  wants  to  move  upmar- 
ket and  rent  to  "people  who  have 
credit  but  are  borrowed  to  the  hilt." 
He  knows  this  group  would  rather 
defer  consumption  than  pay  89%  an- 
nual finance  charges.  So  Devlin  in- 
tends to  use  his  volume  buying  pow- 
ers to  bring  total  rent-to-own  pay- 
ments to  within  10%  of  the  cost  of 
buying  at  full  retail — including  a  ser- 
vice contract  and  delivery,  and  as- 
suming financing  at  21%  credit  card 
rates.  Thus,  where  Sears  gets  $500  for 
a  $229  TV  set,  Devlin  would  get  $550. 
"For  a  middle-class  American  who 
gets  laid  off,  10%  extra  is  nothing  for 
not  having  a  [credit]  obligation,"  says 
Devlin. 

Devlin  says  he  is  already  getting 
close  to  such  prices  on  big-ticket  elec- 
tronic items — a  big-screen  television 
set,  for  example,  at  a  rent-to-own 
price  of  $2,600.  That's  about  15% 
over  top  retail.  And  what's  15%  to  a 
borrowcd-up  consumer  who  can't  be 
expected  to  make  do  with  a  mere 
19-incher?  ■ 
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The  pat  on  the  back  no  one  forgets. 

Only  Tiffany  can  give  a  large  company  a  personalized  service 
recognition  program  with  all  of  these  benefits. 

— High-quality  gifts  that  are  cherished. 

— A  Tiffany  Recognition  Consultant  who  can  custom 
design  a  program  that  meets  your  budget  requirements. 

— The  new  Tiffany  System  with  on-line  tracking,  sim- 
plified ordering,  computerized  status  reports,  rapid  fulfillment. 

— A  design  staff  that  will  personalize  your  program. 

—The  immediate  recognition  of  Tiffany  s  blue  box. 
To  arrange  a  meeting  with  a  Tiffany  Recognition  Consultant 
call  Sandra  Alton  at  212-605-4641. 

Tiffany  &  Co. 

NEW  YORK    BEVERLY  HILLS    CHICAGO    DALLAS    HOUSTON  PHILADELPHIA 
BOSTON    ATLANTA    SAN  FRANCISCO    WASHINGTON  DC    ©T&.CO.  1987 


Let  BMW  underwrite  your  next  trip  rest  of  you  is  on  vacation, 
to  Europe.  For  information,  call  l-(800)  634- 

You'llsave  up  to  11%  by  acquiring  1000  (weekdays,  from  9a.m.  to  9p.m. 

your  BMW  in  Europe.  Which  may  pay  for  EST),  for  the  names  of  your  nearest  BMW 

the  entire  trip  itself.  dealers.  Or  send  this  coupon  to  BMW  Infor- 

And  you'll  be  taking  in  Europe's  seen-  mation  Center,  E.D.  Dept.,  114  Mayfield 

ery  while  you're  traveling  in  accommo-  Avenue,  Edison,  New  Jersey  08837. 

dations  immeasurably  more  pleasurable,   

yet  vastly  less  expensive  than  the  average  NAME  

rent-a-car  address  

And  since  your  local  BMW  dealer  will  err? 

take  care  of  virtually  all  the  paperwork,  swr  — zip 

your  mind  doesn't  have  to  labor  while  all  the  THE  ULTIMATE  DRIVING  MACHINE. 

©  1987  BMW  of  North  America.  Inc  The  BMW  trademark  and  logo  are  registered 
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Beauty  is  in  the  eye  of  the  beholder. 


Some  beholders  are  irreversibly 
smitten  by  the  new  Beechjet.  While 
others  become  strongly  enamored 
of  Beech s  Super  King  Air  propjet. 

The  dichotomy  is  understand- 
able. Because,  while  both  are  strik- 
ingly handsome  corporate  aircraft, 
different  corporations  have  different 
priorities.  When  widely  scattered 
destinations  make  top  speed  imper- 
ative, businesses  can  choose  the  530 
mph  Beechjet,  the  most  advanced, 
comfortable  and  most  recently  cer- 
tificated jet  in  its  class.  Other  firms 
may  need  the  advantages  of  the 
Super  King  Air  300:  operational 
flexibility  for  short  or  long  trips  to 
airports  big  and  small — plus  the 
extra  operating  economy  of  a 
propjet.  That's  why  half  of  all 
corporate  propjets  in  use  today  are 
reliable  King  Airs. 


Since  Beech  Aircraft  is  a 
Raytheon  subsidiary,  we  can  play 
no  favorites.  But  we  applaud  the 
results.  By  adding  a  pure  jet  to  its 
product  line.  Beech  is  now  able  to 
meet  a  wider  range  of  customer 
needs.  This  approach  to  the  mar- 
ketplace has  been  fundamental  to 
our  business  success.  It's  just 
another  aspect  of  what  we  mean 
when  we  say,  at  Raytheon,  quality 
starts  with  fundamentals. 

Raytheon  Company,  141  Spring 
Street,  Lexington,  MA  02173. 


Raytheon 


H  'here  quality  starts  with  fundamentals 


Xerox  is  racing  against  time  in  office  sys- 
tems and  financial  services.  There  are  still 
obstacles,  but  at  least  its  in  better  shape. 

World's  largest 
Up  &  Comer 


By  Howard  Rudnitsky 


T|  he  cheerier  look  about  Xerox 
Corp.  these  days  is  deserved. 
Business  is  indeed  better — a  sol- 
id improvement  in  operating  profits 
in  the  first  quarter  of  1987:  up  32%,  to 
$135  million.  Morale  is  higher,  too. 
After  several  years  of  rigorous  cau- 


tion, Chairman  and  Chief  Executive 
David  T.  Kearns  allowed  some  en- 
couraging words  about  1987  when 
Forbes  recently  spoke  to  hitn:  "You 
caught  me  at  a  good  time,  because  I 
feel  good  about  the  business." 

But  measured  by  its  own  brilliant 
standards  of  a  decade  ago,  rather  than 
by  quarter-to-quarter  results,  Stam- 


Xerox  Chief  Executive  David  T.  Kearns 

"You  caught  me  at  a  good  time — I'm  feeling  good  about  the  business." 


ford,  Conn. -based  Xerox  remains,  for 
now,  a  company  with  bright  prospects 
and  a  full  portion  of  problems.  Think 
of  it,  perhaps,  as  the  world's  largest 
Up  &  Comer. 

Joseph  C.  Wilson,  who  presided 
over  Xerox  Corp.  as  chief  executive 
from  1961  to  1967,  liked  to  speak  of 
the  powerful  "momentum"  the  com- 
pany displayed  in  that  happier  time. 
For  Kearns,  56,  who  has  been  chief 
executive  since  1982,  the  problem  of 
regaining  momentum  is  doubly  hard. 
Wilson,  after  all,  had  to  worry  only 
about  the  copiers  that  made  the  name 
Xerox  part  of  the  language.  Kearns  has 
to  worry  about  that  plus  the  sizable 
business  in  insurance  and  other  finan- 
cial services  Xerox  now  runs  as  well. 

There  is  supposed  to  be  an  advan- 
tage in  running  two  different  busi- 
nesses under  one  roof:  When  the  going 
gets  tough  in  one,  the  other  is  sup- 
posed to  help  even  things  out.  That,  at 
long  last,  is  beginning  to  happen.  The 
profitability  of  Xerox'  business  sys- 
tems group  is  getting  a  lift  from  im- 
proved sales,  employee  cutbacks  and 
a  declining  dollar  that  has  hurt  Japa- 
nese competitors,  but  it's  still  strug- 
gling to  regain  its  once  commanding 
stride.  If,  as  is  expected,  net  profits 
from  the  business  systems  group 
should  hit  $340  million  this  year,  that 
would  be  a  30%  improvement  over 
last  year.  But  it  would  still  be  well 
below  the  kind  of  money  Xerox  used 
to  earn  on  the  business.  Back  in  1981 
Xerox  netted  $504  million  on  copiers 
and  office  systems  alone. 

Meanwhile,  Xerox'  expanding  ef- 
forts in  financial  services  are  indeed 
helping  to  even  things  out.  If  total 
earnings  hit  $580  million  this  year,  as 
expected,  more  than  40%  of  that — 
some  $240  million — should  come 
from  property  insurance,  credit  lend- 
ing, mutual  funds  and,  since  Febru- 
ary, real  estate. 

The  biggest  plus  over  the  past  12 
months  has  been  in  Crum  &  Forster, 
Xerox'  property  and  casualty  insur- 
ance business.  This  year,  C&F  ought 
to  provide  $180  million  in  operating 
income  (before  capital  gains),  com- 
pared with  $65  million  in  1986,  to 
which  C&F  added  $123  million  of 
capital  gains.  When  the  property  in- 
surance underwriting  cycle  finally 
turns  good,  as  it  has  since  mid- 1986,  it 
tends  to  stay  good  for  several  years. 
Thus,  the  strong  earnings  gains  from 
financial  services  now  under  way  are 
buying  Xerox  needed  time  as  it  labors 
to  regain  momentum  in  its  office 
products  business. 

Xerox  paid  a  stiff  price,  more  than 
$2  billion,  to  get  into  its  financial 
service  businesses.   Most  of  them 
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up 

I  1 1—  Let  yourself  go. 

Z\  P(^iAK|T      Head  for  Califor- 
— *—  I— vJ/Vl  N  1    nias  unspoiled 

A  Pf-         Costa  Brava  coun- 
— *J  V-*/VI  I—         try  and  the  new 

a  Costa  Hotel  and  Spa;  to  liberate  body  mind,  and  spint. 

Be  challenged  by  two  luxuriant  18-hole  courses  that 
ost  the  annual  MONY  Tournament  of  Champions  golf 
assic.  Chase  down  a  lob  from  your  partner,  or  resident 
ro  Pancho  Segura,  on  grass,  clay,  or  all-weather  tennis 
Durts.  Immerse  yourself  in  vast,  sparkling  pools  and 
40-days-a-year  of  pure  southern  California  sunshine. 

Saturate  your  senses  with  the 
shameless  pampering  of  interna- 
tional fitness  and  beauty  experts  in 
the  world's  most  complete  mens' 
and  womens'  spas.  Have  every  want 
fulfilled  with  the  gracious  attention 
of  three  employees  for  every  guest. 
Savor  the  culinary  masterpieces  of 


seven  brilliant  restaurants;  dedicated  to 
the  finest  offerings  from  roast  pheasant  to 
authentic  New  York  pastrami  on  rye.  And, 
after  dark,  revel  in  first- run  movies,  two 
piano  lounges,  and  orchestra  for  dancing. 

Then,  when  evening  wanes,  there  is 
the  comfortable  opulence  of  your  master- 
fully-decorated room  or  suite  for  a  night 
of  deep  serenity 

Call  your  travel  agent  or  La  Costa  at  1-800-854-6564. 
And  ask  about  the  special  escape  plans  at  the  Elegant  Escape; 
90  minutes  south  of  Los  Angeles  and  35  minutes  north  of 

''  \m  nne  experience  the 

exceptional,  the  rare,  the  remarkably- 
rewarding  new  La  Costa. 

Can't  get  away  to  La  Costa  right  now?  Let  La  Costa  come 
to  you  through  free  illustrated  brochure  or  VHS  or  Beta 
videotape  for  a  nominal  $5  00  handling  charge 
Just  telephone  your  preference. 


LA  COSTA 

One  of  the  world's  two  great  resorts. 


were  acquired  since  late  1982, 
and  the  move  was  necessary. 
Earnings  and  profit  margins  in 
the  copier  business  were  clearly 
coming  under  competitive  pres- 
sure, chiefly  from  the  Japanese. 
Xerox  management  realized  it 
would  have  to  spend  heavily  on 
new  products  to  make  up  the 
ground  that  would  be  lost. 

To  help  support  such  spending, 
Xerox  searched  for  nonmanufac- 
turing  businesses  that  wouldn't 
tie  up  manufacturing  manpower 
and  resources  and  that  had  little 
or  no  foreign  competition.  Finan- 
cial services  fit  the  bill. 

Led  by  Vice  Chairman  Melvin 
Howard,  who  in  1982  was  chief 
financial  officer,  Xerox  plunged 
into  property  and  casualty  insur- 
ance in  a  big  way.  It  shelled  out  a 
hefty  $1.6  billion  in  cash  and  pre- 
ferred and  common  stock  for 
Crum  &  Forster  in  January  1983. 
In  the  first  full  year  with  Xerox, 
Crum  &  Forster,  the  nation's 
13th-largest  commercial  property 
and  casualty  company,  earned 
$145  million.  With  a  sustained 
slide  in  business  products  earnings 
under  way,  the  acquisition  was  an 
immediate  help  that  year. 

But  the  benefits  proved  short-lived. 
In  company  with  other  fire  and  casu- 
alty companies,  Crum  &  Forster 
quickly  got  into  hot  water  in  1984  and 
stayed  there  for  two  years.  On  top  of 
the  low-premium  pricing  strategy 
punishing  most  underwriters  at  the 
time,  Crum  &.  Forster  was  beginning 
to  pay  heavily  for  sloppy  underwiting 
practices  all  its  own.  Shaken  by 
C&F's  dismal  performance,  Melvin 
Howard  took  personal  charge  of  the 
insurance  company  and  commuted 
for  more  than  a  year  from  Stam- 
ford, Conn,  to  Morristown,  N.J. 
What  he  found  didn't  please  him. 

One  Crum  &.  Forster  unit,  In- 
dustrial Indemnity  Financial 
Corp.,  had  been  writing  billions 
of  dollars  of  credit  guarantees  on 
bonds  issued  by  weak  borrowers 
to  help  them  get  a  AAA  bond 
rating.  Because  IIFC  understood 
little  about  the  credit  risks — an 
art  quite  different  from  making 
actuarial  assumptions — they  as- 
sumed poor  risks. 

When  management  tallied  the 
potential  losses  on  $4.2  billion 
(face  amount)  of  guarantee  con- 
tracts in  force  over  the  next  10  to 
15  years,  they  turned  pale  and 
ultimately  shut  down  IIFC.  On 
the  basis  of  existing  and  antici- 
pated losses  through  1986,  they 
have  written  off  $162  million. 


At  last 


It  took  about  four  years,  but  Xerox  is 
finally  getting  what  it  paid  for  from  the 
$1.6  billion  acquisition  of  Crum  &  For- 
ster. With  the  recovery  in  property  and 
casualty  insurance,  financial  services  are 
expected  to  account  for  some  40%  of 
Xerox'  earnings  this  year. 
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'  Including  capital  gains,  t  12  months  ended  3/31/87. 


CckF's  management  is  keeping  its  fin- 
gers crossed  that  they  have  now  cor- 
rectly assessed  the  true  risk  over  the 
next  10  to  15  years. 

Another  C&F  unit,  L.W.  Biegler, 
based  in  Chicago,  wrote  excess  lines 
(insuring  unusually  high  risks,  like  a 
fireworks  factory)  and  surplus  insur- 
ance (the  insured  takes  the  first 
$100,000  of  risk  and  the  insurer  is  on 
the  hook  for  all  the  rest).  In  both  areas 
Biegler  had  greatly  underpriced  the 
risks.  Result:  In  1985  Biegler  took  a 
$68  million  aftertax  charge. 

After  taking  those  heavy  hits,  Xe- 
rox also  had  to  pump  $400  million 


Melvin  Howard  of  Xerox  Financial  Service* 
A  year  of  commuting  finally  paid  off. 


into  C&F  in  added  reserves  anc 
capital,  this  to  shore  up  its  "A' 
insurance  safety  rating  from  A.M 
Best,  the  insurance  rating  service 
It's  for  such  reasons  that  some 
think  Xerox  was  unwise,  to  say 
the  least,  in  laying  out  $1.6  bil- 
lion for  Crum  &.  Forster. 

Mel  Howard,  not  surprisingly, 
disagrees.  He  argues  that  while 
C&F's  downturn  arrived  sooner, 
plunged  deeper  and  lasted  longer 
than  he  expected,  the  price  Xerox 
paid  for  the  big  insurer — 1.75 
times  book  value — was  reason- 
able. Says  Howard:  "Had  we 
waited  another  couple  of  years 
we  would  have  avoided  a  good 
part  of  Crum  &  Forster's  earnings 
decline,  but  by  then  the  share 
prices  of  fire  and  casualty  compa- 
nies had  turned  up  sharply,  and 
we  would  have  had  to  pay  more 
for  the  company." 

Was  the  price  right?  The  pur- 
chase of  Crum  &  Forster  is  one  of 
those  big  events  in  a  company's 
history  that  honest  folks  can  dif- 
fer about  for  years  after,  and  they 
probably  will.  But  it  is  now  histo- 
ry. The  new  question  is,  will  financial 
services  buy  Xerox  enough  time  to 
regain  momentum  in  its  office*  prod- 
ucts? Fire  and  casualty  remains  a  cy- 
clical game — a  lot  of  smart  people 
think  the  present  prosperity  must  end 
by  1990  or  thereabouts.  In  both  its 
business  systems  and  its  insurance 
businesses,  then,  Xerox  is  racing 
against  time. 

It's  a  race  studded  with  obstacles. 
No  big  wave  of  capital  spending  is  in 
sight  that  might  raise  all  boats.  No 
major  new  office  product  line  will 
come  out  this  year  or  next  that  might 
sharply  boost  sales.  Of  course,  with 
the  sharp  rise  in  the  value  of  the 
yen  against  the  dollar,  Japanese 
competitors  are  raising  prices  for 
the  first  time  in  years.  But  there's 
a  limit  on  that  blessing.  Copiers 
still  account  for  about  75%  of 
Xerox  office  product  profits.  By 
not  raising  prices,  Xerox  last  year 
managed  to  regain  a  modest 
amount  of  market  share  at  the 
low  end  of  that  market.  Xerox, 
therefore,  isn't  likely  to  raise 
prices  at  the  risk  of  giving  back 
market  share  again.  To  be  more 
competitive  with  the  Japanese, 
Kearns  wants  to  cut  selling  and 
administrative  costs  substantial- 
ly from  today's  36%.  But  it  will 
take  several  years  before  the  good 
of  that  is  felt. 

At  least,  though,  Xerox  is  very 
much  in  the  race  again,  and  in 
much  better  condition.  ■ 
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OW  DID  WE  PRODUCE 
AN  ROE  HIGHER  THAN 
IBM,  PG,  MMM  &  XON  ? 


We  just  completed  our 
most  successful  year.  Our  return 
on  equity  again  exceeded  20%. 
Earnings  reached  an  all-time  high 
of  $301  million.  Our  ROA  remains 
well  above  1%.  Our  capital  base 
is  more  than  6%  of  assets.  And 
our  already  favorable  debt  ratings 
were  raised  twice  in  the  past 
18  months. 

We  recently  completed  a 
program  to  restructure  our  assets. 
We've  converted  our  loan  portfolio 
to  90%  Adjustable  Rate  Mortgages 


and  short  term  loans  to  assure 
stable,  consistent  profits. 

We've  also  added  new 
streams  of  income.  Mortgage  bank- 
ing, consumer  finance,  retail  bank- 
ing, and  securities  brokerage. 

There's  even  more  good 
news  in  our  annual  report.  For 
your  copy  write:  Corporate  Com- 
munications, GWFC, 
Dept.D,8484Wilshire 
Blvd.,  Beverly  Hills, 
CA  90211.  Or  call: 
1-800-GWASK-US. 

Look  us  over. 
We've  adjusted  our  future. 


*AT,ON 
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On  the  Docket 


Laid-off  middle-aged  employees  are  fight- 
ing back  with  an  unexpected  legal  weap- 
on— age  discrimination  suits. 


Employer  beware 


By  Deirdre  Fanning 


Just  because  you're  over  40  and 
dumped  during  a  company  re- 
trenchment, does  that  make 
you  the  victim  of  age  discrimination? 
As  more  and  more  companies  are  dis- 
covering to  their  surprise,  it  might. 

For  that,  corporations 
can  thank  some  clever 
labor  lawyers  who  have 
seized  on  the  litigating 
opportunities  presented 
by  the  Age  Discrimina- 
tion in  Employment  Act 
of  1967.  That  act,  passed 
during  a  period  of  eco- 
nomic boom  and  full 
employment,  was  en- 
acted as  a  bit  of  Great 
Society  social  engineer- 
ing to  prevent  compa- 
nies from  unfairly  firing 
people  solely  on  the  ba- 
sis of  advancing  age. 

But  what  a  difference 
20  years  make.  These 
days,  unemployment 
stands  at  nearly  twice 
the  1967  level,  and  com- 
panies across  America 
are  cutting  payrolls  to 
trim  costs  and  stay  in 
business.  Now  when 
many  middle-aged  em- 
ployees are  let  go,  they 
don't  look  for  new  op- 
portunities in  a  more 
promising  field.  Instead, 
they  phone  their  attor- 
neys and  file  suit  for  age 
discrimination.  Such 
c  Httplaints  totaled 
11,000  in  1983.  Last  year 


the  figure  topped  17,500. 

The  cases  are  growing  because  the 
1967  act  makes  it  easy — and  poten- 
tially very  lucrative — to  go  to  court, 
whether  a  plaintiff  has  a  bona  fide 
discrimination  case  or  not.  In  sub- 
stance, the  1967  act  is  similar  to  the 
race  and  sex  discrimination  laws  that 


Phil  Huling 


are  part  of  Title  VII  of  the  Civil  Rights 
Act  of  1964,  with  one  key  difference: 
The  1967  act  is  much  more  favorable 
to  the  plaintiff. 

Title  VII  cases  are  decided  exclu- 
sively by  judges,  a  reflection  of  the 
1960s-era  belief  that  it  was  next  to 
impossible  in  many  states  to  provide 
unbiased  juries  for  victims  of  race  dis- 
crimination. No  such  prejudice  was 
thought  to  exist  in  age  discrimination 
cases,  so  plaintiffs  were  granted  the 
right  to  a  trial  by  jury  if  they  chose 
one.  Moreover,  in  the  belief  that  it 
would  be  difficult  to  prove  "patterns" 
of  age  discrimination  by  companies, 
the  1967  act  also  gave  plaintiffs  a  right 
to  double  damages  if  successful  in 
showing  willfulness  at  trial — the  ob- 
vious idea  being  to  raise  the  costs  of 
discrimination  by  employers. 

The  effect  of  these  provisions  in  the 
suit-happy  1980s  has  been  to  stack 
the  cards  against  employers  from  the 
moment  a  firm  lets  go  almost  anyone 
over  40 — the  age  at  which  a  plaintiff 
gains  standing  under  the  1967  act. 
Not  only  are  potential  damages  under 
the  act  twice  those  in  race  discrimina- 
tion cases,  but  as  the  nation's  popula- 
tion continues  to  age,  so  does  the  av- 
erage age  of  the  juries  that  hear  the 
cases.  "In  many  cities,  many  of  the 
available  jurors  are 
themselves  retired," 
says  Peter  Hillman,  a 
partner  at  New  York's 
Chadboume  &  Parke. 
"Some  of  them  at  some 
time  have  probably  felt 
some  age  discrimination 
themselves." 

While  few  of  the  age 
cases  filed  by  40-year- 
olds  so  far  have  actually 
been  won  by  the  plain- 
tiffs, the  prospect  of  dou- 
bled damages  typically 
frightens  companies 
into  paying  a  juicy  out- 
of-court  settlement  to 
avoid  the  risk  of  actually 
going  to  court. 

Take  Two  Guys,  Inc., 
a  now  defunct  New  Jer- 
sey-based retail  chain, 
which  by  1978  had  let  go 
several  hundred  execu- 
tives as  part  of  a  cost- 
cutting  drive.  The  com- 
pany found  itself  the  de- 
fendant in  an  age 
discrimination  suit 
brought  by  some  300  of 
the  group,  more  than 
half  of  whom  were  still 
in  their  40s.  After  eight 
years  in  the  courts,  the 
case  was  at  last  ready  for 
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Successful 
firms  recognize 


vou  cant  be 


all  things  to  all 

people. 


For  70  years  Cushman  &  Wakefield 
has  specialized  exclusively  in  business  real 
estate,  unlike  other  firms  who  give  much  of 
their  attention  to  residential  real  estate. 

So,  no  one  offers  greater  insight  into  the 
business  of  only  business  real  estate  than 
Cushman  &  Wakefield. 

From  leasing  to  property  management, 
asset  management  to  appraisal,  financing 
to  sales,  our  business  experts  know  business 
real  estate. 

We  can  show  you,  for  example,  new  ways 
to  capitalize  on  your  existing  assets,  intro- 
duce you  to  innovative  financing  approaches, 
or  help  you  raise  capital  in  domestic  and 
international  markets.  We  do  it  best  because 
our  investment  experts  specialize  only  in  real 
estate  unlike  firms  that  deal  in  a  variety  of 
capital  market  commodities. 

For  the  unmatched  business  real  estate 
expertise  and  quality  you  get  only  from  the 
leader,  it's  Cushman  &  Wakefield. 


WAKEFIELD 

A  ROCKEFELLER  GROUP  COMPANY 

Business  Americas  Real  Estate  Firm. 


When  it  comes  to  marketing  insur-  network  of  the  Sedgwick  Group  Frankfurt  to  Tokyo,  from  Singapon 

ance  risks  for  clients,  lames  is  liter-  with  300-plus  offices  in  64  countries  to  Sydney  to  San  Francisco.  JamJ 

ally  in  a  position  to  offer  the  world.  around  the  globe,  lames  car,  piace  has  access  to  all  of  the  world's  insJ 

hrough  its  more  than  90  offices  coverage  in  <jny  market  anywhc.e.  ance  markets,  with  hands-on  expel 

ound  the  country  and.  through  the       From  New  York  to  London,  from  tise  to  find  not  only  the  underwriting 


urance  markets  is  avast  distance. 


pacity  but  the  underwriting  secu- 
y  you  need. 

ames  connects  the  continents  for 
u  to  deliver  the  world  of  insurance 
verage. 


James  builds  the  bridge. 


America's  premier  insurance  broker 


trial  in  1986,  at  which  point  Vornado, 
Inc.,  Two  Guys'  parent  company, 
readily  settled  out  of  court.  "The  dou- 
ble damages  [were]  a  powerful  tool," 
notes  Joseph  Garcia,  an  attorney  for 
the  plaintiffs.  "Companies  know  they 
are  risking  a  lot  more  in  going  to  trial 
in  age  cases  than  in  settling  them." 


Granted,  no  one  wants  to  see  an 
employee  fired  just  because  he  or  she 
turns  40,  and  some  law  is  obviously 
needed  to  make  sure  such  actions 
don't  take  place.  But  a  lot  has  changed 
since  the  Employment  Act  of_  1967 
was  passed,  and  maybe  it's  time  to 
think  anew  about  this  social  engi- 


neering relic.  Its  admittedly  well-in- 
tentioned provisions  were  plainly  de- 
signed to  ensure  justice  for  victims  of 
discrimination.  But  in  recent  years 
they  seem  to  have  become  little  more 
than  yet  another  of  the  legal  profes- 
sion's endlessly  multiplying  opportu- 
nities to  litigate.  ■ 


Numbers  Game 


Insurance  rates  are  driving  companies  to 
novel  forms  of  self -insurance.  Too  bad 
shareholders  dont  know  about  the  deals. 


The  naked  truth 


By  Laura  Jereski 


IT  SEEMS  A  RISKY  THING  tO  do,  but 
Harnischfeger  Inc.,  the  $714  mil- 
lion (1986  sales)  equipment  man- 
ufacturer, has  operated  without  envi- 
ronmental insurance  for  two 
years.  In  this  it  is  not  alone. 
Hundreds  of  companies  no 
longer  able  to  get  or  to  afford 
insurance  coverage  for  one 
risk  or  another  have  decided 
to  self-insure  or,  in  the 
phrase  of  the  moment,  to  "go 
naked." 

But  you  can't  tell  which 
ones  are  bare  without  a  dis- 
closure requirement  and 
thus  there  is  nothing  on  a 
company's  balance  sheet  or 
reports  to  shareholders  to  re- 
veal the  true  situation.  Years 
ago,  when  insurance  was 
cheap  and  plentiful,  that 
didn't  matter.  But  when  lack 
of  insurance  can  drive  a  com- 
pany under,  it  seems  only 
fair  that  shareholders  be 
tipped  off  as  to  the  magni- 
tude of  the  risks  their  compa- 
ny is  exposed  to  through  self- 
insurance. 

Take  Harnischfeger.  It  is 
looking  seriously  at  joining 
sometime  soon  a  risk-reten- 
tion group — a  kind  of  self-in- 
surance cooperative  club — 


put  together  by  insurance  broker  Al- 
exander &.  Alexander.  Structured  like 
a  private  insurance  company,  Envi- 
ronmental Protection  Insurance  Co. 
will  offer  its  members  insurance  they 
can't  get  elsewhere  at  any  price.  Says 


Robert  Dreher,  corporate  risk  manag- 
er for  Harnischfeger,  "I  don't  want  to 
be  at  the  mercy  of  the  commercial 
insurance  industry  anymore." 

It's  better  than  being  bare,  but  it 
could  still  leave  Hamischfeger's 
shareholders  at  the  mercy  of  potential 
risks  that  won't  appear  on  the  balance 
sheet  yet  could  sharply  cut  earnings 
or  even  reduce  the  value  of  assets  in 
the  event  of  catastrophe.  "There's 
really  no  such  thing  as  self-insur- 
ance," contends  Paul  Rosenfield,  di- 
rector of  accounting  standards  for  the 
American  Institute  of  Certified  Public 
Accountants.  "There's  either  insur- 
ance or  noninsurance." 

Traditionally,  companies  wanting 
to  self-insure  have  had  to  set  up  for- 
eign captive  insurance  companies  in 
tax  havens  like  Bermuda  or  Luxem- 
bourg. That's  because  generally  ac- 
cepted accounting  principles  don't  let 
companies  set  aside  reserves  on  their 
own  balance  sheets  for  contingent  li- 
abilities such  as  the  possibil- 
ity of  future  claims.  In  going 
offshore,  the  companies  can 
build  up  reserves  to  protect 
current  income  from  what 
would  otherwise  be  an  insur- 
able loss — a  fire,  say,  or  per- 
haps a  huge  product  liability 
award  in  a  lawsuit.  Almost 
2,000  companies  operate 
such  captives,  up  11%  from 
1985,  according  to  Tilling- 
hast,  the  actuarial  firm. 

But  these  captives  have 
long  been  frowned  on  by  the 
Internal  Revenue  Service 
(Forbes,  Mar  24,  1986], 
which  has  argued  that  no 
risk  is  really  transferred 
when  the  captive  insurer  is 
just  a  foreign  subsidiary. 
Therefore,  the  IRS  has  insist- 
ed that  premiums  paid  to  af- 
filiates should  not  be  treated 
as  tax-deductible  business 
expenses.  (But  premiums  to 
group  captives  can  be  deduct- 
ed as  a  business  expense.) 

Last  autumn  Congress  in- 
tervened in  the  matter  and 
passed  legislation  that  allows 
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technology:  Bendix 
airborne  traffic  alert  and 
collision  avoidance  system 
(TCASIIUrom  Allied-Signal. 
Electronically  determines 
range,  bearing,  altitude  of 
approaching  aircraft.  Gives 
pilot  evasive  maneuver. 


benefit:  Improved  safety, 
especially  in  heavy  traffic 
areas.  Tracks  and  displays 
over  30  aircraft  in  15-mile 
radius  of  TCAS  aircraft. 


future:  FAA  intends  to  require 
on  all  large  jet  transports  in 
three  years.  Bendix  system  to 
be  evaluated  by  major  U.S. 
airline.  Allied-Signal  advanced 
technologies — focused  on 
aerospace,  automotive 
products,  and  engineered 
materials.  For  facts,  call 
1-800-243-8160. 


We  have  children  in  two  countries, 
property  in  three,  and  I'm  often  traveling. 
I  need  swift,  knowledgeable  answers  to  our  complex 
investment  and  tax  problems. 
And  I  get  them  from  U.S.  Trust." 

Robert  Ian  MacDonald.  International  investor 


III  I 


Milium, 
ill! 


Meeting  the  demands  of  those  with  large  holdings, 
both  domestic  and  international,  is  one  of  our  premier  skills. 
Please  contact  Mary  B.  Lehman.  Senior  Vice  President. 
United  States  Trust  Company  of  New  York,  11  West  54th  Street. 
New  York.  NY  10019.  (212)  887-0446. 


US.Trust 


When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


me  to  celebrated  pleasures.  Come  to 
be  celebrated.  Enjoy  the  resort 
honored  as  5-Star  by  America,  as  world's 
best  by  Europe.  Charm,  championship 
sports,  delightful  dining,  a  staff  that 
loves  to  pamper.  Superb  meeting  facilities, 
and  all  so  convenient!  The  Cloister," 
Sea  Island,  GA  31561.  Toll-free 
800-SEA-ISLAND  or  912-638-3611. 


•  T-H-E  C-L-OI-S-T-E-R^ 

■uxurii  'us  Sea  island  rental  homes.  Call  Cottage  Rentals,  912-638-361 1.  £y&rj*«*( 


companies  to  set  up  domestic  captive 
insurance  companies,  regulated  only 
by  the  state  in  which  they  are  domi- 
ciled. As  a  result,  such  domestic  cap- 
tives have  begun  to  multiply.  Ver- 
mont, where  group  captives  can  be  set 
up  with  as  little  as  $750,000  in  paid-in 
capital,  has  become  the  domicile  of 
choice.  Financial  institutions  like 
Citicorp  and  Marine  Midland  Bank 
have  begun  to  develop  lucrative  side- 
lines helping  these  groups  capitalize. 
Another  popular  form  of  self-insur- 
ance is  the  foreign  mega-pool.  One 
group,  organized  by  insurance  broker 
Marsh  &  McLennan,  called  A.C.E., 
includes  Dow  Chemical  and  Baxter 
Travcnol. 

The  lack  of  disclosure  to  sharehold- 
ers about  such  arrangements  is  what 
makes  accountants  nervous.  Warns 
Craig  Gass,  an  insurance  consultant 

"Failure  to  disclose  major 
self-insurance  or  uninsured 
exposures  on  a  balance 
sheet  or  in  a  footnote  may 
lead  to  a  professional 
liability  claim  against  the 
accounting  profession." 

with  Peat  Marwick,  who  has  been 
pressing  to  force  his  firm  to  tighten  its 
auditing  standards,  "The  accounting 
profession  is  putting  itself  at  risk. 
Failure  to  disclose  major  self-insur- 
ance or  uninsured  exposures  on  a  bal- 
ance sheet  or  in  a  footnote  may  lead  to 
a  professional  liability  claim  against 
the  accounting  profession." 

The  American  Institute  of  CPAs 
agrees.  The  institute,  which  sets  au- 
diting standards  but  doesn't  have  the 
authority  to  require  disclosure,  would 
like  to  see  companies  disclose  new 
risks  they  have  been  exposed  to  be- 
cause of  reduced  insurance  coverage. 

So  far,  few  have,  but  there  are  ex- 
ceptions— albeit  grudging  ones.  Take 
RfR  Nabisco.  The  food  and  cigarette 
giant  (assets,  $17  billion)  now  faces  96 
product  liability  suits  for  diseases  re- 
lated to  smoking,  up  from  only  51  at 
the  end  of  1985.  But  buried  in  the 
company's  1986  annual  report  is  a 
new,  ominous  disclosure  that  the 
company  lacks  product  liability  in- 
surance to  cover  all  potential  claims. 
In  other  words,  the  company  could 
face  substantial  losses  if  courts  found 
regularly  for  plaintiffs  in  the  large 
number  of  health-related  lawsuits 
now  moving  to  trial  against  RJR. 

Wouldn't  shareholders  be  better 
served  if  they  knew  whether  their  in- 
vestments in  other  such  companies 
were  at  risk  because  of  undisclosed 
surprises?  ■ 
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RISK  IS 

EVERYWHERE 


David  TYue. "Promises  Kept",  acrylic  on  canvas,  1986 


THAT'S  WHY 
YOU  NEED  REFCQ 

In  every  market,  24  hours  a  day,  Refco  is  ready  to  help  you  manage  risk. 
Refco  Group:  world  leader  in  financial  risk  management  through  the 

use  of  futures  and  options. 


GROUP  LTD. 


Honeywell: 


|  Honeywell  helps 

breathe  new  life  into 
I  hospitals  and  hotels. 


CONTROL 


By  the  time  this  happy 
newborn  is  ready  to  start 
kindergarten,  Honeywell  will 
have  saved  over  $2  million  for 
the  California  Medical  Center 
in  Los  Angeles.  Those 
cost  savings  will 
m  come  from 
j  Honeywell's 
j  Comprehen- 
sive Technical 
Services  program. 
It's  a  combination 
of  systems,  services 
and  an  on-site  facil- 
ities manager.  The 
program  guar- 
antees lower  costs 
without  affecting 
the  high  quality  of 
patient  care. 
It's  like  a  booster  shot  in  the 
bottom  line. 

Other  Honeywell  systems 
are  specially  designed  to 
improve  the  financial  health 
of  hotels.  These  automated 
systems  increase  the  effi- 
ciency of  employees  and  the 
comfort  of  guests.  They 
speed  reservations,  check  in, 
check  out  and  billing. 

Our  business  is  making 
your  business  more  productive 
through  automation  and  con- 
trol. From  aerospace  to  manu- 
facturing, from  building  control 
to  process  control,  Honeywell 
technology  and  teamwork  are 
ready  to  work  for  your  com- 
pany. Call  800-328-5111, 
extension  1579. 


Together,  we  can  find  the  answers. 

Honeywell 


noneergets  an  arrow  in  the  back,  and 
the  settle}"  comes  and  settles  the  lay  id.  With 
that  as  its  motto,  Emerson  Radio  earns 
36%  on  equity  in  a  tough  business. 


Copycat 


By  Laura  R.  Walbert 


Emerson  Radio  Corp.  is  one 
of  America's  fastest-growing 
companies:  Sales  have  been 
climbing  at  an  average  56%  a  year 
since  1981.  So  what  does  Emerson 
make-  Nothing.  It  slaps  its  name  on 
products  from  other  companies'  fac- 
tories and  makes  a  lot  of  money  doing 
it.  For  fiscal  1987,  which  ended  Mar. 
31,  Emerson  probably  earned  about 
S27  million,  or  75  cents  a  share,  on 
sales  of  some  $800  million.  That 


would  give  Emerson  a  36%  return  on 
average  equity.  The  stock  has  risen 
sixfold  in  the  past  five  years. 

Long  ago  Emerson  was  a  famous 
made-in-Amenca  label,  but  after  U.S. 
competitiveness  faded  in  home  elec- 
tronics Emerson  was  reborn  under 
new  management.  It  still  designs  its 
own  products — televisions,  stereos, 
radios,  VCRs,  microwave  ovens  and 
such — but  that  boils  down  to  copycat- 
ting  a  competitor's  product  and  add- 
ing an  Emerson  exterior. 

How  often  have  you  heard  of  U.S. 


Brothers  Stephen  and  William  Lane  of  Emerson  Radio 
*re'§  a  graveyard  of  electronics  companies." 


firms  that  do  all  the  development 
work  for  a  product  only  to  have  for- 
eign competition  invade  with  cheap 
copies?  Emerson  has  turned  the  ta- 
bles. In  fiscal  1986  its  research  and 
development  spending  totaled  0.1% 
of  sales. 

Behind  its  recent  success  are  broth- 
ers William  and  Stephen  Lane.  Wil- 
liam, 53  and  chairman,  and  Stephen, 
51  and  president,  inherited  the  busi- 
ness called  Major  Electronics,  found- 
ed in  Brooklyn  in  1947  by  their  father. 
It  made  cheap  phonographs  for  chil- 
dren. In  1973  Major  bought  the  Emer- 
son name,  a  well-known  but  faded 
name  from  the  1930s  and  1940s,  and 
in  1977  took  its  name.  In  1980  Emer- 
son gave  up  manufacturing.  Now  it 
acts  as  an  electronic  version  of  Liz 
Claiborne,  the  hot  apparel  company 
that  contracts  out  all  its  sewing. 

If  you  don't  have  any  factories,  you 
pay  all  the  more  attention  to  market- 
ing. And  a  big  part  of  marketing  is 
pricing.  Price  is  so  important  to  Emer- 
son that  a  product's  price  is  often  set 
before  the  product  is  designed.  Says 
Stephen  Lane,  "On  a  VCR,  for  in- 
stance, we  work  backward  from  the 
price  we  think  it  will  sell  at.  We  figure 
the  retailer's  margin,  then  our  mar- 
gin, and  we  know  what  we  have  to 
pay  in  overseas  duty,  freight  and  so 
forth.  Then  we  know  how  many  fea- 
johnAWxw  tures  we  can  afford  to  in- 
clude. We  might  find  that 
if  we  include  a  S3  counter, 
we  won't  hit  our  price." 

Emerson  products  are 
priced  about  10%  below 
such  big  names  as  Pana- 
sonic or  Sony  but  reassur- 
ingly above  the  no-names. 
That  combination  of 
brand  and  price  appeals  to 
consumers,  but  just  as  im- 
portant, it  also  appeals  to 
retailers. 

Explains  Stanley  Lan- 
zet,  an  analyst  with 
Drexel  Bumham  Lambert, 
"Everybody  carries  a  top- 
tier  brand,  and  it's  heavily 
advertised.  Chances  are 
you  can't  sell  it  for  a  hell 
of  a  lot  more  than  you 
paid  for  it.  A  generic,  or 
something  without  much 
of  a  name,  you  have  to  sell 
on  price.  But  if  you  have  a 
middle-range  product  like 
Emerson,  you  can  make  a 
good  margin."  Emerson 
allows  retailers  to  widen 
their  margins  by  shipping 
products  directly  from  Far 
Eastern  manufacturers  to 
the  stores  without  costly 
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Insurance  companies  frequently  use  general  rules  of  thumb  to  arrive  at  replacement  values  of 
the  homes  they  insure.  However,  unlike  those  who  merely  count  windows,  doors  and  square  feet, 
Chubb's  staff  of  professional  appraisers  thoroughly  analyzes  the  interior  and  exterior  construction  of 
most  of  the  homes  we  insure.  V,',    f.  <Sgfc-  I  /^~~^\| 

By  noting  special  design  features  and  architectural  details,  our  appraisal  more  ( 
!  accurately  reflects  replacement  value  and  provides  a  record  to  assist  in  settling  claims.         V  a 

For  more  information  call  800-922-0533.  1  

Wffl^n  CHUBB 

The  Chubb  Group  of Insurance  Companies  is  proud  to  participate  in  "American  Playhouse"  ^Xfoch  for  it  on  PBS. 


Out  in  Little  Rock,  Stephens  Inc.  doesrit 
match  Wall  Streets  pace.  But  Stephens 
doesn't  have  Wall  Street's  overhead,  either. 

A  power  lunch  at 

the  Blue  Plate 
Special? 


By  William  P.  Barrett 


WHEN  THE  DUCK  SEASON  be- 
gins each  autumn  in  the 
lovely,  rolling  country  near 
Little  Rock,  Stephens  Inc.  all  but 
shuts  down  some  years  so  its  employ- 
ees can  go  hunting.  This 
relatively  relaxed  attitude 
has  not  kept  Witt  and 
fackson  T.  Stephens,  the 
brothers  who  own  Ste- 
phens, from  turning  it, 
over  the  last  half  century, 
into  America's  largest  in- 
vestment bank  off  Wall 
Street. 

On  or  off  The  Street,  it 
is  also  one  of  the  coun- 
try's most  private  invest- 
ment banks.  Its  reports  to 
the  Securities  &  Exchange 
Commission  for  broker- 
age operations  last  year 
showed  $417  million  in 
total  capital.  This  is  only 
the  tip  of  the  iceberg:  $1 
billion,  counting  invest- 
ments and  securities  trad- 
ing for  its  own  accounts, 
is  more  like  the  real  value, 
and  that  doesn't  count  the 
personal  holdings  of  the 
Stephens  brothers.  Even  the  $417  mil- 
lion figure,  however,  puts  Stephens 
15th  in  the  country,  just  ahead  of 
Smith  Barney,  Harris  Upham,  on  Insti- 
tutional Investor  magazine's  latest  bro- 
kerage rankings. 

But  since  Witt  is  now  79  and  Jack, 
his  50-50  partner,  63,  is  the  54-year- 
old  firm  slowing  down? 

In  1979  it  ranked  ninth.  While  Ste- 
phens has  increased  its  stockholders' 
equity  since  then  by  a  none-too-shab- 
by 289%,  its  larger  competitors  have 
increased  theirs  by  an  average  of  more 
rhan  700%.  In  the  half  year  ending 


Nov.  28,  Stephens  Inc.'s  capital  in- 
creased just  3.64%,  well  under  half 
the  gain  of  previous  periods. 

The  Stephens  brothers'  1983  acqui- 
sition of  a  controlling  interest  in 
Worthen  Banking  Corp.,  Arkansas' 
largest  (assets  $2  billion)  bank  holding 


Witt  Stephens,  founder  of  Stephens  Inc. 
At  age  79,  still  working  a  full  day  selling  bonds, 


company,  has  been  a  disaster  of  bad 
management  and  loans.  Worthen  lost 
$52  million  in  the  1985  collapse  of 
government  securities  trader  Bevill, 
Bresler  &.  Schulman.  Even  under  a 
new  management  led  by  an  executive 
sent  over  from  Stephens  Inc., 
Worthen  has  had  twice  to  restate 
quarterly  earnings  because  it  keeps 
discovering  more  loans  that  are,  or  are 
about  to  be,  under  water.  "Our  one  big 
blotch,"  admits  Warren  Stephens,  30, 
who  succeeded  his  father,  lack,  as  Ste- 
phens Inc.  president  last  year. 
Maybe  the  biggest,  but  not  the  only 


one.  Stephens'  once  awesome  eye  for 
picking  soon-to-boom  companies  has 
grown  cloudy  of  late.  Wal-Mart  Stores 
is  its  best-known  new  issue.  Tyson 
Foods,  which  makes  about  half  of 
McDonald's  Chicken  McNuggets, 
Systematics,  one  of  the  U.S.'  largest 
bank  data  processing  companies,  and 
Beverly  Enterprises,  a  major  nursing 
home  operator,  were  no  slouches,  ei- 
ther. But  Stephens  has  actually  under- 
written only  six  initial  offerings  in  the 
last  six  years.  In  a  booming  market, 
just  three,  Lowell,  Ark. -based  Hunt 
Transport  Services,  the  ADRs  of  the 
Institute  of  Clinical  Pharmacology, 
Dublin,  and  CCX  Network  of  Con- 
way, Ark.  now  trade  significantly 
higher  than  their  initial  offering 
prices,  according  to  Forbes'  New  Is- 
sue Database.  One,  Jefferson  Williams 
Energy  Corp.  of  Dallas,  is  defunct.  A 
$1,000  investment  in  each  of  the  six 
IPOs,  or  $6,000,  up  an  average  of  30%, 
compared  with  a  Standard  &.  Poor's 
Index  increase  of  over  70%  for  a  com- 
parable period. 
And  Stephens  Link,  the  three-year- 
old  full-fee  brokerage  fran- 
chise program,  has  not 
caught  on  with  the  banks 
it  is  aimed  at.  So  far,  Ste- 
phens Link  computer  ter- 
minals are  scattered  in  43 
banks  in  eight  states  and 
Panama.  Stephens  also 
provides  back-office  sup- 
port for  130  banks,  across 
nine  states,  that  operate 
their  own  discount  bro- 
kerage services,  less  than 
half  the  300  Stephens 
hoped  for. 

Price-cutting  competi- 
tion and  the  size  of  to- 
day's deals  are  eroding 
many  of  Stephens'  care- 
fully forged  long-term  re- 
lationships. It  can  no 
longer  count  on  doing  the 
bulk  of  debt  underwriting, 
for  example,  for  a  Wal- 
Mart,  or  even  a  Tyson 
Foods.   Stephens   is  too 


small  and,  to  the  global  investment 
community  that  consumes  so  much 
of  America's  corporate  paper  these 
days,  Little  Rock  is  nowhere. 

"Clients  would  rather  go  to  New 
York  and  The  '21'  Club  than  come  to 
Little  Rock  and  have  lunch  at  the  Blue 
Plate  Special  [a  local  restaurant]," 
muses  Jack.  "A  lot  of  people  don't 
know  who  we  are  or  what  we  do," 
acknowledges  Warren. 

In  the  faster-paced  world  of  Wall 
Street,  such  disappointments  might 
cause  panic,  but  Stephens  seems  to  be 
taking  them  in  stride.  Warren  Ste- 
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PLEASE  BUCKLE  UP  FOR  SECURITY. 


It  gives  new  meaning  to  the  term  upward  mobility. 


ile  many  cars  indicate  that  you're  on 
/our  way  to  the  top,  a  Range  Rover  does 
.omething  rather  more  helpful. 

It  takes  you  there. 

With  a  mule-like  ability  to  make  its 
a  ay  up  slopes  of  up  to  45  degrees. 

And  what's  all  the  more  impressive  is 
hat  a  Range  Rover  turns  in  an  equally 
mpressive  performance  at  ground  level. 

On  the  road,  it  handles  with  the  re- 


sponsiveness of  a  road  car. 

On  the  test  track,  it  charges  along  at 


roughly  100  mph. 

And  on  the  whole,  it  surrounds  you  with 
the  sort  of  luxury  you'd  rightly  expect  in  a 
vehicle  priced  at  somewhat  above  $30,000. 

So  why  not  dial  1-800-FINE  4WD  for 
the  name  of  a  Range  Rover  dealer  conve- 
nient to  you? 

After  all,  no  matter  what  kind  of  car 
you're  driving  now,  a  Range  Rover  would 
certainly  allow  you  to  move  up. 


phens  says  he  isn't  wor- 
ried. That  3.64%  growth 
in  capital  was  just  a  fluke 
reflecting  some  one-time 
expenditures,  including 
the  startup  of  new  proj- 
ects, such  as  Stephens 
Link  and  some  invest- 
ment losses  he  doesn't 
want  to  go  into.  He  pre- 
dicts a  robust  13%  in- 
crease in  capital  during 
the  current  half  year. 

Anyway,  he  says,  com- 
paring Stephens  with  the 
New  York  biggies  is  "like 
comparing  apples  and 
oranges."  Indeed.  Uncle 
Witt,  who  retired  from  ac- 
tive management  in  1973   

but  still  works  a  full  day  at  the  office 
selling  bonds,  and  Jack,  the  introspec- 
tive one,  made  their  reputations  as 
canny  stock  pickers.  Estimates  are 
that  maybe  75%  of  the  firm's  net 
worth  comes  from  assets  traded  for  its 
own  account  and  from  private  firms  it 
controls.  Stephens  Production  Co., 
the  still-thriving  oil-exploration  sub- 
sidiary of  Stephens  Inc.,  remains  a 
major  chunk  of  the  firm's  real  wealth. 

Stephens  has  also  been  doing  deals 
in  the  Far  East  in  association  with 
Mochtar  Riady,  a  prominent  Indone- 
sian banker  politically  connected  to 


Mm?  i  w< 


Jackson  T. 
"Clients 


Stephens,  co-owner  of  Stephens  Inc. 
would  rather  go  to  New  York  City's  '21'  Club. 


President  Suharto.  Riady  and  the  Ste- 
phenses  already  own  banks  in  Hong 
Kong  and  Macao.  The  Riady  family, 
perhaps  not  as  happily,  is  a  major 
shareholder  in  Worthen.  Stephens  is 
also  fielding  a  small  sales  force  in 
Europe,  trying  to  drum  up  deals 
among  the  big  money  in  France,  Brit- 
ain, Switzerland  and  Belgium. 

The  firm  is  stepping  up  its  efforts  to 
do  fee-based  corporate  financing  and 
mergers  and  acquisition  work.  It  has 
increased  the  staff  over  five  years 
from  5  to  20  persons.  It  is  out  shop- 
ping for  the  $100  million-to-$500  mil- 


lion deals  that  the  bigge 
firms  may  be  overlooking 
where  service  and  person 
al  attention  are  as  impor 
tant  as  financial  clout. 

Slower  growth  isn't  a 
dangerous  for  Stephens  a: 
it  might  be  for  a  majo 
Wall  Street  firm  because 
unlike  most  of  the  biggies 
Stephens  is  not  loadec 
down  with  overhead.  It! 
300-person  work  force  i 
less  than  a  twentieth  the 
size  of  many  Wall  Stree 
firms  doing  a  similar  vol 
ume  of  business.  Until  ; 
few  years  ago,  there 
wasn't  even  a  research  de 

  partment.   John  Markle 

who  left  Salomon  Brothers  eight  year; 
ago  to  run  the  Stephens  brothers'  owr 
account,  says  he  may  be  the  only  per 
son  in  the  country  who  can  commii 
$800  million  in  futures  without  con- 
sulting an  investment  committee. 

In  sharp  contrast  to  the  fat-commis 
sion,  quick-reward  atmosphere  ol 
Wall  Street,  Stephens'  focus  remains 
on  the  long  term.  "This  is  the  onl> 
place  I  know  where  you  can  have  2 
zero-deal  year  and  still  get  paid  well,' 
says  one  executive. 

No,  Stephens  Inc.  isn't  really  slow 
ing  down.  Just  being  itself.  ■ 


G0 10  THE  MARKET 
WITH  LOUIS  RUKEYSER 


From  Apples  to  Xerox 7 
you'll  see  what's  in  store. 

Louis  Rukeyser  and  his  blue 
chip  guests  will  take  you  over  the 
counter  and  behind  the  big  board 
to  give  you  insights  on  the  mar- 
ket, tax  reform,  the  U.S.  econ- 
omy and  other  issues  that  affect 
you  and  your  money.  Watch  wise 
and  witty  "Wall  Street  Week  with 


Louis  Rukeyser"  every  Friday 
evening.  It's  Public  Television's 
highest  rated  public  affairs 
program.  Check  it  out. 
See  your  local  Public  Television 
listing  for  time  and  channel 

Underwritten  nationally  by: 
Hanson  Trust 

Prudential-Bache  Securities 
UNfSYS 

A  national  program  service  of  pj- 
Maryland  Public  Television.      Illl  I 


Vina  Street  week  with  in ws  rukeyser 
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Who  issues  AMBAC 
insuredbonds. 


I 


Municipal  finance  professionals  who  seek  security  and 
strength  choose  AMBAC's  financial  guaranty.  We  found- 
ed the  municipal  bond  insurance  industry  and  continue  as 
a  leader,  backed  by  a  strong  investor  group  led  by  Citibank. 

Each  AMBAC  in- 
sured municipal 
bond  issue  carries 

a  "AAA"  rating.  Our  experienced  research  analysts,  solid 
asset  base  and  proven  claims-paying  ability  combine  to 
provide  a  unique  dependability  municipal  finance  profes- 
sionals know  they  can  count  on. 


And  why. 


One  State ! 


First  in  Municipal  Bond  Insurance® 
AMBAC  Indemnity  Corporation 
et  Plaza.  New  York.  NY  10004  (212)  668-0340 


Look  who 

gives  you  the 

world 


Look  who  serves  up  more  world  for  less  miles. 
Northwest  s  WorldPerks5"1  frequent  flyer  program. 

After  just  20,000  miles,  you  get  a  free  round  trip 
anywhere  we  fly  in  the  continental  U.S.  or  Alaska. 
After  40,000  miles,  you  can  fly  free  to  Hawaii,  Europe, 
Mexico  or  the  Cayman  Islands. 

After  just  60,000  miles,  we  give  you  Asia— places 
like  Tokyo,  Hong  Kong,  Seoul  or  Taipei 

No  other  airline  gives  you  so  much  so  soon. 


!  1 386  Northwest  Airlines,  Inc. 


On  domestic  flights,  members  of  our  WorldPerks 
program  can  upgrade  to  First  Class  for  as  little  as 
$15  over  full  coach  fare. 

Call  your  travel  agent  or  Northwest  Airlines  at 
(800)  225-2525  for  U.S.  reservations,  or  (800)  447-4747 
for  international  reservations.         V^-J  r^ 

Look  to  us. 

^NORTHWEST 


Here's  an  investment  newsletter  that's  do- 
ing so  well  that  its  sponsor  is  thinking 
about  taking  it  off  the  market. 


Mr.  Convertibles 


By  Peter  Brimelow 


I'f  they're  so  smart,  why  aren't 
they  rich — from  following  their 
iown  advice?"  Investment  letter 
publishers  hear  this  all  the  time.  Value 
Line  Convertibles  Executive  Editor  and 
Publisher  Allan  S.  Lyons  has  a  good 
answer:  He  is  managing  the  Value 
Line  Convertible  Fund  according  to 
his  service's  proprietary  techniques 
and  doing  very  well  at  it. 

As  the  stock  market  scales  ever 
more  perilous  heights,  nervous  in- 
vestors are  getting  more  interested 
in  convertibles — preferred  stocks  or 
corporate  bonds  that  offer  safe  yields 
but  can  be  converted  into  the  under- 
lying common  stock  at  a  fixed  ratio. 
(See  column,  p.  256. ) 

As  of  Mar.  3 1  the  Value  Line  fund 
had  gained  44.2%  since  its  inception 
in  June  1985,  during  which  time  Ly- 
ons says  it  has  assumed  15%  to  20% 
less  risk  than  conventional  stock 
funds.  Its  asset  value  is  now  $90 
million. 

All  investment  professionals 
know  Value  Line,  Inc.'s  main  ser- 
vice, the  fact-packed  weekly  Value 
Line  Investment  Survey,  which  has  es- 
tablished itself  as  a  standard  reference 
work  since  its  founding  over  50  years 
ago  by  the  company's  chairman  and 
chief  executive  officer,  Arnold  Bern- 
hard,  85  (Forbes'  estimate  of  net 
worth,  $230  million).  Even  random 
walk  theorists  cannot  ignore  the  In- 
vestment Survey'?,  success  in  ranking 
stocks  in  order  of  their  potential  per- 
formance. This  phenomenon,  now  in 
its  fifth  decade,  constitutes  the  best- 
documented  practical  refutation  of 
the  Efficient  Market  Hypothesis,  the 
academic  consensus  that  the  stock 
market  cannot  be  outguessed  and  that 
a  buy-and-hold  strategy  cannot  be 
beaten  over  time. 


Less  well  known  is  the  fact  that 
Value  Line  has  also  developed  a  rank- 
ing system  for  convertibles.  Lyons 
says  that  since  1973,  when  Value  Line 
Convertibles  took  its  present  form,  its 
"Especially  Recommended"  list, 
drawn  from  its  top-ranked  convert- 
ibles, has  generated  a  total  return  of 
over  22%  a  year  on  average,  compared 


Convertible  Fund  manager  Allan  S.  Lyons 
Less  risk  than  common  stock: funds. 

with  a  yearly  average  of  some  5.4% 
capital  appreciation  and  a  dividend 
yield  of  4%  to  6%  for  the  Dow  Jones 
industrial  average. 

This  is  a  particularly  striking  result 
because  a  strong  stock  market  like 
that  of  1986-87  is  generally  thought  to 
be  the  worst  environment  for  an  in- 
vestment strategy  based  on  convert- 
ibles. Convertibles'  higher  yield 
makes  holding  them  profitable  when 
the  market  moves  sideways,  and  will 
generally  act  to  buoy  up  their  price 
when  the  stock  market  declines.  But 
because  they  are  priced  higher  than 
the  underlying  stock,  convertibles 
just  don't  have  as  much  room  to  grow 
when  the  market  moves  up.  Lyons 


explains  that  he  makes  up  for  that 
with  his  disciplined  approach  to  risk 
and  reward. 

Value  Line  Convertibles  systematical- 
ly monitors  585  of  the  most  actively 
traded  convertibles,  representing  over 
90%  of  outstanding  convertibles' 
market  value.  (Additionally,  it  fol- 
lows some  95  warrants — rights,  usu- 
ally lasting  for  several  years,  to  buy 
stock  at  a  specified  price.)  Its  evalua- 
tion process  begins  with  the  Value 
Line  rank  of  the  underlying  stock, 
which  is  calculated  by  means  of  a 
formula  combining  such  factors  as 
earnings  and  price  trends.  This  rank  is 
then  further  refined  by  means  of  a 
second  formula  to  become  the  Value 
Line  convertible  ranking  system. 

Unlike  his  colleagues  running  the 
stock  ranking  system,  Lyons  will  not 
discuss  his  formula  in  detail.  But  it 
adjusts  for  such  additional  factors  as 
yield,  the  volatility  of  the  underlying 
stock  and  the  relationship  between 
the  convertible's  actual  price  and  its 
expected  "price  track" — its  perfor- 
mance based  on  its  past  behavior  or 
that  of  similar  issues. 

Like  Value  Line's  common  stock 
ranking  system,  the  convertible 
ranking  system  has  five  gradations. 
However,  it  does  not  automatically 
rank  the  highest  100  issues  as  Group 
1:  After  adjustment  for  volatility, 
they  have  to  offer  a  prospective  re- 
turn at  least  comparable  with  the 
underlying  stock.  And  only  a  selec- 
tion of  Group  1  convertibles  make 
up  Lyons'  "Especially  Recommend- 
ed" list  (where  they  are  held  until 
downgraded  to  3).  Others  are  exclud- 
ed for  a  variety  of  reasons,  notably 
liquidity.  On  paper,  Lyons  says,  a 
portfolio  made  up  of  all  his  newslet- 
ter's Group  1  and  Group  2  convert- 
ibles would  have  outstripped  his  rec- 
ommended list  by  50% .  Several  cur- 
rent recommendations  for  "Above 
Average  Profit  Potential — Moderate 
Risk":  Compaq  Computer,  Recogni- 
tion Equipment  and  Airborne  Freight 
convertible  debentures. 

Lyons,  who  also  publishes  Value 
Line's  options  service,  graduated  from 
Bronx  High  School  of  Science  and  the 
Lowell  Textile  Institute  and  had  a  ca- 
reer in  consumer  marketing. 

But  the  world  may  be  beating  a  path 
to  Allan  Lyons'  door  just  when  his 
better  mousetrap  is  taken  off  the  mar- 
ket: Value  Line's  management  has 
considered  capping  the  fund  at  $100 
million  and  reserving  Lyons'  advice 
exclusively  for  high-paying  institu- 
tional investors  rather  than  the  2,900 
individual  subscribers  who  currently 
pay  $350  for  his  letter's  48  issues  a 
year.  D 
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MERGERS  AND  ACQUISITIONS:  A  MEMORABLE  YEAR 


BY  LAURIE  MEISLER 

There  were  plenty  of  reasons  why 
pundits  were  predicting  that 
1987  would  be  a  rather  gloomy 
year  in  the  mergers  and  acquisitions 
business.  For  one  thing,  stock  prices 
had  been  climbing,  dramatically  reduc- 
ing the  number  of  "bargains"  available. 
Second,  the  Tax  Reform  Act  of  1986, 
which  went  into  effect  on  January  1, 
prompted  many  companies  to  cram 
their  transactions  into  the  fourth  quarter 
of  last  year.  The  new  tax  laws  require 
companies  to  pay  higher  taxes  on  prof- 
its from  divestitures,  and  shareholders 
to  pay  higher  taxes  on  profits  from  take- 
overs. And  the  repeal  of  the  General 
Utilities  rule  means  that  acquirers  will 
no  longer  be  able  to  mark  up  the  price 
of  assets  they  buy  and  depreciate  them 


based  on  the  higher  price.  If  that 
weren't  enough  to  contend  with,  there 
came  a  third  jolt  to  the  merger  game: 
the  insider-trading  scandal.  The  inves- 
tigations have  rocked  Wall  Street  and 
generated  concern  that  Congress 
would  take  action  to  restrict  takeover 
activity. 

To  no  one's  surprise,  the  first  weeks 
of  1987  were  sluggish  for  many  invest- 
ment-banking firms.  But  then  an  inter- 
esting thing  happened.  The  pace  start- 
ed to  pick  up  again.  Today,  in  fact, 
heads  of  many  M&A  departments  are 
anticipating  record — or  at  least  very  re- 
spectable— years  for  their  firms.  Ap- 
parently, the  M&A  business  is  alive  and 
well,  in  spite  of  all  kinds  of  rumors  to  the 
contrary.  "The  death  predicted  earlier 
this  year  was  premature,"  proclaims 
Robert  Lessin,  managing  director  of 
Morgan  Stanley  &  Co.  "It's  certainly  not 


the  end  of  the  business 

True,  lofty  equity  prices  are  making 
difficult  to  find  value.  "There  are  some 
deals  people  would  have  though 
about  six  months  ago  that  they  aren'' 
thinking  about  now  because  of  the  rise 
in  stock  prices,''  admits  Stephen  Wa- 
ters, co-director  of  M&A  for  Shearsor 
Lehman  Brothers. 

Yet,  in  spite  of  a  stock  market  tha' 
continues  to  climb  and  a  new  tax  lav, 
that  makes  transactions  more  expen- 
sive, M&A  specialists  see  plenty  of  in- 
centives to  do  deals:  namely,  high 
quidity,  low  interest  rates  and  climbing 
corporate  profits.  In  fact,  according  tc 
Ronald  Freeman,  co-head  of  M&A 
for  Salomon  Brothers  stock  price 
hikes  "have  been  more  than  compen- 
sated for  by  the  continued  low  cost  anc 
plentiful  availability  of  funds." 

MERGERS  OF  EQUALS 

Likely  to  flourish  in  the  current  envi- 
ronment is  what  Dennis  Friedman, 
managing  director  of  Kidder.  Peabody 
&  Co.,  calls  "mergers  of  equals,"  the 
combining  of  large  corporations  that 
can't  continue  to  grow  internally  "Ob- 
viously," he  says,  "it's  easier  for  two  $2 
billion  companies  to  merge  and  be- 
come a  $4  billion  or  $5  billion  compa- 
ny— which  would  make  them  difficult  to 
be  acquired — than  to  sit  around  and 
get  picked  off  one  by  one." 

And  look  for  many  of  these  deals  to 
take  place  in  the  same  industry,  pre- 
dicts Morgan  Stanley's  Lessin.  "There's 
no  longer  any  concept  of  diversifica- 
tion," he  points  out.  "It's  very  much 
number  two  in  the  industry  buying 
number  four  in  the  industry."  The  impe- 
tus to  do  such  transactions  is  now 
great,  he  says,  what  with  increasing 
foreign  competition  and  concern  that 
the  next  administration  might  not  be  as 
receptive. 

At  the  same  time,  the  restructuring 
spree  continues,  spurred  on  by  a  vari- 
ety of  factors.  Salomon's  Freeman 
points  to  the  widespread  acceptance 
among  buyers  of  the  concept  that  re- 
structuring a  company  enhances  val- 
ue. "It's  not  the  peculiar  magic  of  a  few 
players,  he  says,  "a  lot  of  people  can 
do  it."  As  for  the  sell  side,  Freeman 
continues,  there  is  the  conviction  that 
restructurings  are  good  for  share 
prices,  "that  the  fastest  way  to  get  fa- 
vorable notice  for  your  stock  is  to  spin 
off  low-return  divisions." 

Morgan  Stanley's  Lessin  contends 
that  restructuring  in  1987  and  1988  will 


Harness  the  power 

that  Merrill  Lynch-acting  as  agent  or  principal- 
brings  to  leveraged  transactions. 

We  commit  our  capital,  as  bridge  or  permanent 

financing,  and  our  merger 
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Viacom  International  Inc.* 

$3,900,000,000 

Fruehauf  Corporation*** 

$1,708,000,000 

Rheeni  Manufacturing  Company, 
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sjaitti  i in. \ji  [>Kjt di cu ,  ttuiiu  Luiurrrcsa,  inc. 

(City  Investing  Company) ++ 

$1550,000,000 

Jack  Eckerd  Corporation* 

$1,537,000,000 

Denny's,  Inc.+ 

$908,100,000 

Amstar  Holdings  Corporation+ 

$681,000,000 

Anixter  Bros.,  Inc. 

$600,000,000 

Signode  Corporation 

$485,400,000 

Industrial  Products  Group  (Gould  Inc.) 

$38S000000 

Mayflower  Group,  Inc. 

$3^0  900000 
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Palm  Beach  Incorporated* 

$254,000,000 

Triangle  Pacific  Corp. 

$224,000,000 

Synthetic  Industries,  Inc. 

$201,900,000 

AXIA  Incorporated* 

$166,000,000 

Plastic  Specialties  and  Technologies,  Inc. 

$  160,000,000 

Graphic  Controls  Corporation 

$  148,000,000 

Ithaca  Industries,  Inc.* 

$  147,600,000 

Computer  Power,  Inc.* 

$130,000,000 

Forstmann  &  Company,  Inc. 

$  104,600,000 

Nutri/System,  Inc. 

$74,200,000 

United  States  Can  Company 

(Sherwin-Williams  Company)* 

$59,000,000 

Bagcraft  Corporation  of  America 

$40,900,000 

Cellu-Craft  Inc.* 

$37,000,000 

"Pending  transaction. 

'Principal  investment  as  an  equity  investor  through  Merrill  Lynch  Capital  Partners,  Inc 
"Principal  investments  as  equity  investors  through  Merrill  Lynch  Capital  Partners,  Inc. 
and  Kohlberg  Kravis  Roberts  &  Co. 

"Principal  investment  as  an  equity  investor  through  Merrill  Lynch  &  Co ,  Inc. 


and  acquisition  experts 
are  among  the  best  in 
creating  and  closing 
complex  transactions. 

Our  high  yield  and 
strategic  financing 
specialists  design 
innovative  financial 
structures  that  cover 
the  full  range  of  leveraged 
transactions. 

Our  sales  and  trading 
professionals  deliver 
expert  execution  in  even 
the  toughest  markets. 

In  short,  Merrill  Lynch 


represents  a  totally  new  dimension  of  expertise 

in  leveraged 
transactions. 
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be  quite  different  than  it  was  in 
1985  and  1986.  He  believes  that  com- 
panies, instead  of  selling  off  divisions, 
will  turn  increasingly  to  the  public  mar- 
kets and  consider  taking  divisions  and 
pieces  of  their  businesses  public.  "I 
think  there  will  be  a  lot  more  soul- 
searching  about  what  businesses  com- 
panies should  be  in  and  how  they  can 
capitalize  on  the  various  inefficiencies 
with  the  market  trading  at  2400,"  fore- 
casts Lessin.  "People  have  written 
about  master  limited  partnerships,  but  I 
think  you're  going  to  see  companies 
really  pushing  the  state  of  the  art  in 
terms  of  the  partnership  vehicles." 

THE  "BAD"  NEWS  

This  is  not  to  say  that  all  types  of 
mergers  and  acquisitions  will  be  as 
plentiful  as  they  were  in  years  past.  As 
David  Dougherty,  head  of  Bankers 
Trust  Co.'s  M&A  department,  points 
out,  high  stock  prices  have  put  a  damp- 
er on  financial  transactions:  deals  that 
once  were  justified  solely  on  a  financial 
basis  are  currently  few  and  far  be- 
tween. "Under  today's  market  scenar- 
io," Dougherty  says,  "it's  necessary  for 
an  acquirer  to  operate  a  company  with 
significantly  increased  revenues  or  sig- 
nificantly decreased  expenditures  in 
order  to  justify  the  acquisition  price. 
Therefore,  most  transactions  taking 
place  these  days  are  not  driven  by  the 
balance  sheet  of  the  acquired  compa- 
ny but  by  the  income  statement,  notes 
Dougherty,  and  it's  very  difficult  to  do  a 
bust-up  transaction. 

What  will  happen  if  the  market  contin- 
ues to  climb9  That  depends  on  interest 
rates.  1  a  move  to  3000  in  the  Dow 
Jones  Industrial  Average  is  accompa- 
nied by  a  decline  in  interest  rates  to  2 
percent,  illustrates  Jeffrey  Berenson, 
Merrill  Lynch  Capital  Markets'  head  of 
M&A,  it  won't  have  an  effect.  "But  if  it's 
accompanied  by  a  move  in  interest 
rates  back  to  10  percent,  it  will  definite- 
ly have  an  impact  on  our  business." 

As  for  tax  reform,  one  consequence 
is  that  many  bankers  these  days  are 
shying  away  from  transactions  that  are 
dependent  on  big  asset  selldowns. 
That's  because  an  important  tax  ma- 
neuver— the  so-called  "mirror  subsidi- 
ary"— seems  to  be  in  jeopardy.  Using 
"mirrors,"  acquirers  have  been  able  to 
allocate  the  purchase  price  of  a  com- 
pany against  the  stock  of  its  various 
divisions,  so  that  by  buying  a  con- 
glomerate and  then  selling  off  the 
divisions  they  would  incur  a  minimal 
capita]  gains  tax.  But  with  the  chang- 
ing tax  law,  those  asset  sales  are 
more  likely  to  be  taxed  to  the  acquir- 


"It's  necessary  for  an 
acquirer  to  operate  a 
company  with  signifi- 
cantly increased  reve 
nues  or  significantly 
decreased  expendi 
tures  in  order  to  justify 
the  acquisition  price." 

ing  company,  making  transactions 
more  expensive.  The  upshot,  accord- 
ing to  a  few  M&A  experts,  will  be 
quieter  raiders.  Explains  Robert  Wil- 
lard.  head  of  M&A  at  Prudential-Bache 
Securities:  "You  can't  buy  a  company 
with  the  objective  of  breaking  it  up 
and  selling  a  lot  of  pieces  off  to  pay 
down  the  debt  without  now  incurring 
some  significant  taxes." 

At  the  same  time,  the  new  tax  laws 
are  expected  to  affect  the  pricing  of 
leveraged  buyouts,  since  many  of  them 
are  done  based  on  the  ability  to  sell  off 
divisions  and  to  pay  certain  levels  of 
tax.  "If  the  levels  of  tax  are  higher," 
reasons  Shearson  s  Waters,  "your  le- 
veraged buyout  proposal  has  to  be  a 
little  less  aggressive." 

Nevertheless.  Peter  Slusser.  head  of 
M&A  at  PaineWebber,  isn't  seeing  any 
change  in  the  number  of  privately 
owned  companies  that  come  into  his 
firm  to  talk  about  selling  their  business- 
es. "I  ask  them  why  they  didn't  do  this 
last  year,'  says  Slusser.  "and  they  say 
they  just  didn't  think  about  it  or  we 
weren't  ready  to  sell.  There  are  a  lot  of 
other  factors  that  influence  the  decision 
to  sell  other  than  taxes."  he  concludes. 

TIGHTENING  OF 

THE  RULES  

As  for  the  outcome  of  the  insider 
trading  cases,  most  M&A  specialists 
expect  some  tightening  of  the  rules  in 
the  takeover  game.  Their  predictions 
include  a  shortening  of  the  1 0-day  peri- 
od before  bidders  must  disclose  stock 
holdings  of  5  percent  or  more,  and  the 
outlawing  of  "greenmail,"  the  practice 
of  buying  back  stock  at  a  premium 
price  to  banish  unwanted  suitors.  When 
queried,  few  say  they  consider  new 
legislation  desirable. 

Kidder's  Friedman  feels  the  indict- 
ments prove  that  the  system  does 
work,  "that  we  have  some  bad  apples 
in  the  business,  but  the  Securities  & 
Exchange  Commission  has  been  do- 
ing its  job — they've  been  caught.''  He 
doesn't  believe  that  any  changes  are 


necessary  to  make  the  system  bett 

Yet  a  number  of  investment  bank* 
report  that  the  disclosure  of  abuses  l~ 
already  had  a  noticeable  impact 
business.  PameWebbers  Sluss 
terms  one  change  a  "flight  to  quality' 
investment  bankers.  In  his  view,  "C 
ents  are  now  beginning  to  pay  a 
more  attention  to  service  and  to  th 
perception  of  quality  m  the  people  th 
deal  with." 

As  far  as  the  industry's  ability  to 
tract  talented,  young  MBAs.  She. 
son's  Waters  believes  that  all  the  nec 
tive  publicity  is  actually  having  a  po 
tive  effect.  "I'm  always  scared  when 
of  the  MBAs  want  to  go  into  investme 
banking,"  he  admits.  "Many  of  them 
it  because  they  think  they'll  have  mon 
and  power  and  visibility  and  fast  c 
reers  and  aren't  particularly  interest) 
in  what  the  work  is." 

The  insider  trading  cases,  as  pain 
as  they  may  be,  are  heipful,  in  his  es 
mation.  "because  they  will  help  to  g 
people  out  of  the  industry  wl 
shouldn't  be  in  it." 

While  several  M&A  experts  belie 
the  scandal  is  bound  to  stunt  tl 
growth  of  "notorious"  transactions- 
the  big.  hostile,  junk-bond,  bust-u 
potential  greenmail  deals — no  one 
predicting  impending  doom  for  tl 
M&A  industry,  no  matter  what  kind 
legislation   emerges.    For  exampl 
Todd  Lang,  head  of  the  corpon 
department    of    Weil  Gotschal 
Manges,  doesn  t  expect  the  scand 
to  do  little  more  than  alter  certa 
behavior  and  place  a  limit  on  art 
trage.  "It  will  not  stop  transactions 
he  emphasizes,  "as  long  as  there's  i 
adequate  supply  of  money  and  the 
are  values  for  takeovers  to  achiev 
either  for  bidders  who  have  an  indu 
trial  use  for  various  properties  or  f 
those  who  seek  to  break  up  the  cor 
pany  and  sell  off  some  of  the  pieces 

Hutton  s  Desrosier  agrees  Althouc 
he  expects  the  insider  trading  cases 
initially  "take  some  of  the  wind  out 
the  sails.'  he  doesnt  think  they  w 
wipe  out  the  "fundamental  urge"  on  tr 
part  of  companies  or  groups  of  inve 
tors  to  acquire. 

A  FLOOD  OF 

FOREIGNERS?  

Indeed,  many  investment  bankin 
firms  are  gearing  up  for  more  activi 
rather  than  less.  And  they're  targetin 
the  cross-border  area  as  one  that's  lik« 
ly  to  flourish  and  generate  record  level 
of  activity  in  1987.  "Nobody's  seen 
rush  out  of  the  starting  blocks."  ac 
knowledges  Merrill  Lynch  s  Berensor 


Mergers,  Acquisitions  &  Leveraged  Buyouts 
for  Emerging  Growth  Companies 


PARADISE  SYSTEMS,  INC. 

has  been  acquired  by 
WESTERN  DIGITAL  CORPORATION 


The  unOemgnea  initiated  this 
assisted  m  the  negoliol 

fiarodrse  Systems.  Ir 


L  F  ROTHSCHILD,  UNTERBERG,  TOWBIN,  INC 


SWEDLOW,  INC. 

has  been  acquired  by 
SOLEC  HOLDINGS.  INC 
a  wholly  owned  subsidiary  of 
PILKINGTON  BROTHERS  PLC 


L  F  ROTHSCHILD,  UNTERBERG.  TOWBIN,  INC 


DATA  SWITCH  CORPORATION 


has  acquired  approximately 
75%  of  the  Common  Stock  of 


The  undersigned  served  as  a  Dealer  Managei  of  the  It 
orlei  assisted  m  the  negotiations  and  octed  as 
financial  advisor  to  Data  9«nfch  Corporation 


L.  F  ROTHSCHILD  UNTERBERG,  TOWBIN,  INC 


AF  HOLDING,  INC 

has  sold  its  interest  in 

AJRFONE,  INC 

to 

GTE  CORPORATION 


The  undersigned  assisted  m  the  negotiations 
and  acted  as  financial  advisor 
toAF  Hotting  [nc 


L  F  ROTHSCHILD,  UNTERBERG,  TOWBIN,  INC 


DATA  ELECTRONICS.  INC 


hos  been  acquired  by 


CARLISLE  CORPORATION 


L  F  ROTHSCHILD,  UNTERBERG.  TOWBIN.  INC 


SAGE  BROADCASTING  CORPORATION 


has  acquired 
the  following  radio  stations 


WJJK-AM.WB1Z-FM 
KMNS-AM  KSEZ-FM 


Eau  Cloire.  Wisconsin 
Sioux  City.  Iowa 
WTAX  AM  WD6R-FM     Springfield,  Illinois 
WXYQ-AM/WSPT-FM     Stevens  Point,  Wisconsin 
WBSM-AM  New  Bedford.  Massachusetts 

WKOL-AM/WMVQ-FM  Amsterdam.  New  Yorfc 


L  F  ROTHSCHILD,  UNTERBERG,  lOWBIN.  INC 


CROMEMCO,  INC 


has  been  acquired  by 


DYNATECH  CORPORATION 


The  undersigned  MHcfted  this  transaction 
and  acted  as  financial  odvtKX  to 
Cromemco  tnc 


L  F  ROTHSCHILD.  UNTERBERG.  TOWBIN,  INC 


A  minority  interest  in 

PICTEL  CORPORATION 

has  been  acquired  by 
KYOCERA  CORPORATION  OF  JAPAN 


L  F  ROTHSCHILD,  UNTERBERG,  TOWBIN,  INC 


AMCODYNE.  INC 


has  been  acquired  by 


CENTURY  DATA  SYSTEMS,  INC 


L.  F  ROTHSCHILD,  UNTERBERG,  TOWBIN,  INC 


L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN,  INC. 

MEMBERS  ALL  LEADING  EXCHANGES 


New  York  /  Boston  /  Chicago  /  Los  Angeles  /  San  Francisco  /  Tampa 
London  /  Geneva  /  Lugano  /  Vaduz  /  Zurich 


Mergers  &  Acquisitions 


who  ranks  first? 


Lockheed  Corporation 


8Q  Hok&v  Corpormton 


Kohiberg  Kravi*  Roberts  A  Co. 


Kidde.  Pabottr  a  Co 


LMC  Actadatbon  Corporation 


Kidog.  Paafaody  A  Co 


TheCcaana  Aircraft  C  otnptny 


FkrArea!  MID*.  Inc. 
Kidder  Peabody  a  Co 


P*ofk  Tekoa*  Group 


C  oovnunkaQona  Industrie*,  Inc. 


Kidder.  Peabody  *  Co 


Sedgwtck  Group  pk 


I  Peabody  ACo 


Kidder.  Peabody  *  Co 


Hartford  National  Corporation 


Kidder.  !a!cd.  A  Co 


WWJ-AM  WfOt-FM 


Kkfck.  Pobody  a  Co 


KJdder.  Peabody  a  Co 


Ldfcomb  Sted  of  New  England.  Inc 


rP^A 


I  P~bod>  a  Co 


Kidder  Peabody  A  Co 


Kidder  P«brxj>  A  Co 


Kiddp.  Ptabody  A  Co. 


Ntaotet  Zeta  Corpora tkm 
AM 


i  Ptabod,  A 


BCI  Beatrice  Dairy  Productv  Inc. 


r.  Peabody  A  Co 


General  Electric  Company 


RCA  Dtned  Markrtng.  Inc. 


r.  Peabod>  A 


Iran*  Icmiatim  Ga*  Cornparry  Inc 


(Udder  Peabody  A  Co 


Sierra  Coal  C a- pa 


Mark  Control*  Corporation 
The  Landmark*  Group 


Klaaar.  Paabed,  A  Co 


Federal  Aco/aWMon  Corp. 
LnrateeJ  Corp. 

Kiddcr,  Pvahody  A  Co. 


Kaneb  Service*,  tnc 
Kanafe  Energy  Partner),  Lid. 


Ineemabonal  MuWooda  Corporation 

Central  Soya  Caeapaxry.  bx. 
Sreamrock  Capital.  LP 

Kidder,  Peabody  A  Co 


InrernabonaJ  MukJfooda 
Central  Soya  Coaaparr- 


In  another  record  year  —  in  merchant  banking, 
corporate  restructuring,  tender  defense,  leveraged 
buvouts.  divestitures,  going  private,  mergers 


and  acquisitions  —  we  appreciate  the  trust  our 
clients  place  in  our  integrity  and  their  confidence 
in  our  transactional  and  execution  capabilities. 


Our  Clients. 


Central  Electric  Ccanpany 


Kidder ,  Peabody  A 


The  Mad  Corporation 


Kidder,  Peabody  *  Co 


Saunders  System,  Inc 


Ryder  System,  tnc 


Kidder.  Peabody  A  C 


Penberthy -HoudauV,  Inc. 


Stanwlch  Partners,  Inc. 


Udder.  Peabody  A  Co 


Kidder.  Peabody  4  Co 


BO  Coca-Cola  Bottfiog  Company  01  loa  An 
BCI  Coca-Cola  Bottflng  of  Wd-  America,  L 
Goodwffl  Boning  Lid 


Goodwill  rlotthng  North  Ud 
The  Coca-Cob  Company 


Udder.  Peabody  A  Co 


Arnold  Foods  Company,  Inc. 


CPC  International  Inc 


Kidder,  Peabody  A  Co 


Van  Duroi  Air  Incorporated 


APL  Limited  Partnership 


Kidder.  Peabody  &  Co 


Data  Switch  Corporation 


Kidder.  Peabody  A  Co 


Houdaille  Industrie..  Inc. 


Powerma  rk  Houdaille.  Inc. 


Stan  with  Partner*,  Inc. 


Sun  Carrier*,  Inc. 


Kidder.  Ptabody  A  to 


Raymond  Engineering  Inc. 


Kaman  Corporation 


Kidder,  Peabody  A  Co 


Eureka  Life  Insurance  Company  of  America 


Reserve  Life  Insurance  Company 


Kidder.  Potbody  A  Co 


States  Petroleum,  Inc. 


Udder,  Peabody  A  Co. 


Houdaille  Industries,  Inc. 


I J  rmeruu  Houdaille  Inc 


Stan  with  Partner*.  Inc. 


Kiddo,  Peabody  A  Co 


Caraustar  Industries,  inc 


Kidder.  Peabody  A  Co 


Burlington  Industrie*.  Inc. 


CH  Masland  &  Sons 


Kidder,  Ptabody  A  Co 


Fort  Howard  Paper  Company 


Kidder,  Ptabody  A  Co. 


The  Kendall  Company 
Colgate-  PalmoBve  Company 

Kidder,  Peabody  A  Co. 


National  DbtiDer*  and  <  hemicaJ  Corporation 


Meadows  Resources.  Inc. 


BBL  Industries,  Inc. 


Kidder,  Ptabody  A  Co. 


Kidder.  Peabody  A  Co. 


Gulfstrearn  Land  &  Development  Corp. 


KMC  Acauxaitkxi  Corp. 


Kidder.  Peabody  A  Co. 


Pander  Laboratories,  Inc. 


Baxter  Travenol  Laboratories,  tnc. 


Kidder,  Peabody  A  Co 


Sthetn  Pharmaceutical,  Inc. 
Steris  Laboratories,  Inc 

Carter -Glogau  Laboratories,  Inc. 
Revco  DS.,  Inc. 


Zlff  Communications  Company 

Financial  Information  Service*  Croup 

Key  Financial  Systems 
BARRA 
Money  Management  Systems 
Investment  Data  Systems 
Banking  Decisions  Systems 

Kidder,  Peabody  A  Co. 


Meadows  Resource*,  Inc 


[>edbel  Products,  Inc. 


Kidder.  Peabody  A  Co. 
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"But  on  the  other  hand,  there's  been  a 
constant  interest  in  the  U.S.  markets, 
which  will  probably  grow  and  which  will 
probably  be  reflected  in  deals  like  Ce- 
lanese  [which  was  acquired  last  year 
by  Hoechst]." 

While  Salomon  s  Freeman  cautions 
that  "the  ratio  of  chatter  of  action  has 
always  been  higher  in  foreign  M&A 
than  in  U.S.  M&A,"  there  is  currently  a 
strong  catalyst  for  foreign  deals:  the 
weak  dollar,  which  is  making  the  U.S. 
look  cheap  to  overseas  buyers.  And 
there  are  several  other  reasons  why 
Europeans  are  looking  harder  than 
ever  at  the  U.S.  market. 

"You  start  off  with  the  fact  that  a 
number  of  these  countries  are  much 
smaller  than  ours,"  submits  Kidder's 
Friedman.  "When  you  get  a  large  com- 
pany overseas  with  a  strong  currency, 
with  a  huge  market  share  over  there,  its 
means  of  expansion  are  limited  unless 
it  turns  to  the  States."  Beyond  that, 
several  investment  bankers  note  the 
relatively  strong  European  economies, 
the  perception  that  there  is  less  political 
risk  in  the  U.S.  than  in  other  countries, 
and  the  "herd"  mentality  that  prevails  in 
certain  countries:  Once  one  company 
makes  a  major  acquisition  in  the  U.S., 
others  are  apt  to  follow  suit. 

The  Europeans  are  expected  to  gen- 
erate the  bulk  of  the  activity,  but  Japa- 
nese buyers  finally  seem  poised  for 
action.  Beyond  the  compelling  curren- 
cy issue,  the  Japanese,  says  Morgan 
Stanley's  Lessin,  have  a  market  that 
trades  stocks  at  50  times  earnings. 
"Here,  they  are  looking  at  buying  at  20 
times  earnings,  so  they  have  a  P/E  arbi- 
trage play."  Another  factor,  adds  Les- 
sin. "is  that  when  one  company,  such 
as  an  automobile  maker,  goes  over, 
then  the  suppliers  of  that  company,  the 
auto  parts  suppliers,  also  look  to  come 
over."  Lessin  is  quick  to  admit  that  fore- 
casts of  a  flood  of  Japanese  buying 
have  been  wrong  for  10  years  now. 
"But,"  he  says,  "there  are  too  many 
factors  in  place  for  it  not  to  happen  at 
this  point." 

One  industry  that  may  see  increased 
action  on  the  global  front:  computer 
services  and  software.  Bernard  Gold- 
stein, partner  of  Broadview  Associates, 
a  leading  investment  bank  in  this  sec- 
tor, expects  U.K.-  and  other  European- 
based  companies  to  become  more  ag- 
gressive in  the  U.S.  this  year.  Not  only 
are  exchange  rate  issues  making  U.S. 
companies  Iook  more  attractive,  says 
Goldstein,  but  aiso  half  of  the  informa- 
tion industry  world  market  is  located 
>n  the  U.S.  "Therefore,  he  reasons, 
there's  much  more  variety  of  opportu- 


"When  you  get  a  large 
company  overseas  with 
a  strong  currency, 
with  a  huge  market 
share  over  there,  its 
means  of  expansion  are 
limited  unless  it  turns 
to  the  States.'' 

nity  for  acquirers  in  the  U.S.  market- 
place. And  anybody  who  wants  to  play 
on  a  global  scale  in  this  industry  is  going 
to  have  to  play  in  the  sandbox  that 
contains  50  percent  of  the  world's  mar- 
ket." Moreover,  says  Goldstein,  com- 
puter services  and  software  is  an  ideal 
international  industry.  "Its  products  and 
services  are  usually  written  in  a  foreign 
language,  the  language  of  the  comput- 
er, and  deliverable  instantaneously  in 
seconds  any  place  in  the  world  without 
the  usual  problems  of  delivery  associat- 
ed with  international  trade.  " 

MERCHANT  BANKING 
MOVES  ON  

Also  accelerating  in  the  M&A  busi- 
ness is  merchant  banking — the  com- 
mitments by  investment  bankers  of 
their  own  capital  in  deals.  And  it's  hap- 
pening more  and  more,  according  to 
Merrill  Lynch's  Berenson,  because  it's 
a  natural  evolution  of  dealmaking. 
"Dealmaking  isn't  just  providing  advi- 
ce," Berenson  emphasizes.  "It's  pro- 
viding financing.  Capital  is  one  of  the 
tools  that  we  deal  with,  and  it's  a  logical 
outgrowth  of  the  deals  process  that  we 
should  put  that  capital  at  the  disposal 
of  our  clients."  In  fact,  Berenson  re- 
gards merchant  banking  as  the  most 
significant  trend  in  M&A. 

Certainly,  bridge  loans — actual  com- 
mitments of  firms'  capital,  funded 
through  short-term  borrowings — are 
currently  benefiting  both  fee-conscious 
investment  bankers  and  cash-hungry 
acquirors.  Many  firms  are  becoming 
more  active  in  this  area.  A  case  in  point 
is  Kidder,  which  is  representing  The 
Dart  Group  in  its  proposed,  nearly  $2 
billion,  acquisition  of  Supermarkets 
General.  "What  we've  done,"  recounts 
Kidder's  Friedman,  "is  said  to  The  Dart 
Group  that  you  put  some  equity  in  and 
we  will  commit  to  bridge  you  $750  mil- 
lion on  a  subordinated  debt  basis." 

To  Friedman,  that  is  the  typical  mer- 
chant banking  transaction:  A  client 
comes  in  who  is  a  good  operator,  but 
doesn't  have  enough  money  to  do  an 


entire  deal.  "The  bank  will  only  lend 
certain  amount  on  a  senior  level  an 
we  come  in,"  notes  Friedman,  "bas 
cally  as  the  bridge  and  the  key  t 
making  the  deal  go.  What  we're  sa' 
ing  to  our  clients  is  that  we  will  wo 
with  you  on  making  acquisitions  b< 
cause  you  and  we  both  add  valu< 
Our  value  is  that  we  can  make  yc 
real.  We  can  help  you  to  buy  a  con 
pany  you  couldn't  otherwise  buy." 

The  level  of  activity  seems  to  be  tal 
ing  some  people  by  surprise.  "A  lot  < 
people  expected  that  there  wouldn't  b 
a  lot  of  merchant  banking  or  a  lot 
leveraged  transactions  in  the  first  qua 
ter,  but  there  has  been  a  lot  of  activity 
relates  Friedman.  "What  we're  seein 
is  not  a  slowdown  in  merchant  bankinc 
if  anything,  we're  seeing  a  number  c 
the  firms  that  have  been  doing  this  be 
fore  doing  it  more  now."  But  Fnedma 
notices  one  important  trend:  a  move 
ment  away  from  the  highly  confider 
letter.  "I  think  most  people  are  expec 
ing  firms  to  step  up  and  commit  the 
capital  to  get  deals  done,"  he  says. 

To  be  sure,  merchant  banking  is  nc 
about  to  disappear.  Shearson's  Wa 
ters,  among  others,  foresees  a  variet 
of  permutations.  In  1987,  he  projects 
major  investment  banks  "will  be  usin 
their  capital  to  bridge  loans,  to  guarar 
tee  divestiture  proceeds,  to  guarante 
takeout  financing,  to  invest  with 
client."  But  merchant  banking  is  hardl 
risk-free.  The  law  of  large  number; 
says  Waters,  suggests  that  somebod 
will  get  burned  on  a  deal  this  yes 
or  next. 

PaineWebber's  Slusser  suspect 
that  bankers  will  proceed  cautiously 
"Investment  banking  firms  only  hav 
limited  capital,"  he  reasons.  "They  jus 
can't  afford,  financially,  to  take  on  to 
many  risks." 

HOT  INDUSTRIES  

Which  industries  are  likely  to  under 
go  major  consolidations  in  1987?  The 
list  seems  to  go  on  and  on.  Topping  it 
however,  is  financial  services,  particu 
larly  banks  and  savings  and  loans 
Moreover,  investment  bankers  envisior 
considerable  play  across  the  entire 
natural  resource  area — particularly  oi 
and  gas,  metals  and  mining  and  coal 
As  Citicorp's  Robert  Whitby  explains  it 
the  change  in  petroleum  prices  has 
prompted  these  industries  to  restruc 
ture  and  the  change  in  the  dollar's  val 
ue  in  worldwide  markets  has  spurred  i 
great  deal  of  interest  in  investing  in  the 
U.S.  "We  have  oil,  we  have  coal,  we 
have  a  lot  of  resources  the  worlc 
wants,'  he  observes.  "They  are  cheap 


RELIANCE  ELECTRIC  F* 

has  been  acquired  in  a  leveraged  buyout  from 

EJgON  CORPORATION 

by  the  management  of  Reliance  Electric  Company  and  other  investors. 


$764,500,000 

$100,000,000 

Senior  Subordinated  Increasing  Rate  Notes  due  1995 
$150,000,000 

Senior  Subordinated  Debentures  due  1999 
$393,000,000 

Discount  Subordinated  Debentures  due  2002 
$90,000,000 

Senior  Exchangeable  Preferred  Stock 

$31,500,000 

Junior  Preferred  Stock 

1,350,000  Shares 

Common  Stock 


The  undersigned  initiated  and  acted  as  financial  advisor  to  Reliance  Electnc  Company 
in  the  above  transaction,  structured  the  leveraged  buyout  assisted  in  the  negotiations 
and  arranged  the  private  placement  of  these  securities. 


Prudential-Bache  Capital  Funding 

Apnl  1987 
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ly  priced  by  world  standards  and,  in 
many  cases,  are  held  by  companies 
that  can't  afford  to  hold  them  any 
more." 

Other  sectors  to  watch  this  year  in- 
clude food,  transportation  (especially 
airlines),  retailing  and  communications. 
And  singled  out  repeatedly  by  invest- 
ment bankers  as  areas  to  watch,  in 
addition,  are  health  care  and  high  tech- 
nology. There  might  well  be  further  con- 
solidation in  the  securities  business, 
too,  as  capital  becomes  more  impor- 
tant. "You've  got  to  look  where  there's  a 
lot  of  excess  capacity  and  where  it's 
absolutely  imperative  that  companies 
merge  just  for  survival,"  declares  Mor- 
gan Stanley's  Lessin.  "Then,  there  are 
industries  where  survival  is  not  the  is- 
sue but  where  there's  a  fair  amount  of 
strategic  value  in  consolidation." 

But  Smith  Barney  Harris  Upham  and 
Co.'s  co-head  of  M&As,  Michael  Hoff- 
man sees  activity  across  the  board,  in 
everything  from  retailing  to  financial 
services  to  almost  every  industry 
where  there  is  some  benefit  to  be 
gained  from  economies  of  scale.  As 
he  points  out,  the  theme  is  consolida- 
tion and  narrowing  one's  focus,  in- 
stead of  diversification  and  conglo- 
meratization.  "The  trend  is  breaking 
up  the  conglomerates  and  having  the 
pieces  sold  to  people  who  are  already 
in  the  business." 

Merrill  Lynch's  Berenson  cites  statis- 
tics that  demonstrate  that  no  industry  is 
immune  from  changes.  While  he  antici- 


pates further  consolidation  in  the  finan- 
cial services  and  forest  products  indus- 
tries and  a  resurgence  of  activity  in  the 
energy  area,  "you'll  see  deals  done," 
he  says,  "wherever  there  are  underval- 
ued companies." 

THE  EVOLUTION  OF  M&A 

Meanwhile,  M&A  continues  to  evolve 
from  a  business  in  which  the  main 
product  was  financial  advice  to  one 
that  involves  providing  not  only  finan- 
cial advice  but  also  an  ability  to  finance 
a  transaction  and,  on  many  occasions, 
to  be  an  equity  participant  in  a  deal. 
M&A  specialists  might  also  be  called 
upon  to  bring  in  new  management,  de- 
velop new  concepts  and  even  focus  a 
company  differently.  The  result  is  that 
investment  banking  today  may  require 
bringing  together  a  large  group  of  peo- 
ple to  work  on  one  transaction,  many  of 
them  specialists  in  their  respective 
fields. 

E.F.  Hutton  &  Co.'s  John  Desrosier 
gives  Purolator  Courier  Corp.,  which 
Hutton  had  considered  buying,  as  an 
example.  Here  was  a  company,  he 
points  out,  that  had  lost  more  than  $1 20 
million  in  the  last  two  years  but  was 
considered  by  Hutton  as  a  potential 
leveraged  buyout  investment  opportu- 
nity. To  assess  whether  or  not  the  turn- 
over plan  proposed  by  Purolator  man- 
agement was  feasible,  Hutton  brought 
in  about  35  people  from  various  parts  of 
the  firm,  including  an  industrial  engi- 
neer, the  heads  of  the  groups  that  spe- 


cializes in  financially  troubled  comp; 
nies  and  corporate  strategy  analys 
and  experts  in  recapitalization  and  n 
vesting  equity  capital.  Hutton  had  pre 
posed  financing  the  entire  transat 
tion — $275  million — and  will  become  i 
major  shareholder. 

Citicorp's  Whitby  emphasizes  th. 
M&A  today  is  not  just  matching  sellei 
and  buyers,  but  is  much  more  of 
strategic  exercise.  For  example,  Wlr 
by  notes  that  the  clients  he  is  workir 
with  on  the  buy  side  already  have 
pretty  good  idea  of  the  companies  the 
would  like  to  acquire.  "We  see  our  jc 
as  creating  a  path  of  doability,"  h 
says.  "The  trick  in  this  business  isn't  | 
surface,  names  people  have  nevi 
heard  of  before,  but  to  show  our  clien 
how  to  get  done  what  they've  decid' 
they'd  like  to  do." 

So  how  do  investment  bankers  re 
this  year?  "I  think  we've  reached  a  s< 
of  plateau  period  where  folks  have  t 
come  comfortable  that  they  understai 
the  basic  process,"  says  Michael  Cc 
nors,  head  of  M&A  at  Keefe,  Bruyette 
Woods.  "I  also  think  that  folks— be  th 
buyers  and  sellers — also  believe  tl 
process  will  continue."  But  "it's  not  c 
ing  to  be  a  crazy  year,"  Connors  ma 
tains.  "It's  not  going  to  be  a  madhouj 
Because  you  cannot  do  a  big  deal  ai 
a  bad  deal  and  get  away  with  it." 


Laurie  Meisler  is  a  New  York-based 
financial  writer. 


REVIEW  OF  MERGER 

TRANSACTIONS*  1986  1987 


FIRST  QUARTER  1986  VS  1987 

Number 
of  Deals 

Value 
(billions) 

Number 
of  Deals 

Value 
(billions) 

Merger  Transactions 

352 

$76.6 

530 

$92 

Deals  $1  billion  or  over 

10 

20.2 

20 

47.6 

Divestitures 

117 

21.3 

193 

20.3 

Leveraged  Buyouts 

29 

9.3 

•  14 

12.2 

Friendly  Deals 

330 

63 

519 

84.5 

Unfriendly  Deals 

19 

11.9 

9 

9.9 

Foreign  Buyers  in  United  States 

18 

5.08 

28 

3.1 

U.S.  Buyers  Overseas 

15 

.8 

20 

1.5 

Source:  IDD  Information  Servicer  Inc. 


Does  not  include  stake  purchase  of  less  than  50%,  Reorganizations,  Self-Tenders,  or  Repurchases. 


Designed  By  De  Martmo/Schultz  lr 


KBW 

The  Banking  Industry  Specialists 

MERGER/ACQUISITION  TRANSACTIONS 


Completed 
1985 


15  Transactions 


Approximate  Market  Valuet 

$2,474,826,760 


Completed 
1986 


Completed 
1987 


Pending 
Approval 
1987 


*Fidelity  National  Financial  Corporation  (Baton  Rouge,  Louisiana) 

merged  with  Hibernia  Corporation,  New  Orleans 
*First  Connecticut  Bancorp,  Inc.  (Hartford,  Connecticut) 

acquisition  by  Fleet  Financial  Group,  Inc.,  Providence,  Rhode  Island 
*First  Indiana  Bancorp.  (Elkhart,  Indiana) 

acquisition  by  AmeriTrust  Corporation,  Cleveland,  Ohio 
*First  Railroad  &  Banking  Company  of  Georgia  (Augusta,  Georgia) 

acquisition  by  First  Union  Corporation,  Charlotte,  North  Carolina 
*Great  Western  Bank  and  Trust  (Phoenix,  Arizona) 

acquisition  by  Citicorp,  New  York,  N.Y. 
*Keystone  Financial,  Inc.  (State  College,  Pennsylvania) 

acquisition  of  *Pennsylvania  National  Financial  Corp.,  Harrisburg,  PA 
*KYNB  Bancshares,  Inc.  (Lexington,  Kentucky) 

acquisition  by  Banc  One  Corporation,  Columbus,  Ohio 
*Merrill  Bankshares  Company  (Bangor,  Maine) 

acquisition  by  Fleet  Financial  Group,  Inc.,  Providence,  Rhode  Island 
*NBD  Bancorp,  Inc.  (Detroit,  Michigan) 

acquisition  of  Midwest  Commerce  Corporation,  Elkhart,  Indiana 
*NBD  Bancorp,  Inc.  (Detroit,  Michigan) 

acquisition  of  Union  Bancorp,  Inc.,  Grand  Rapids,  Michigan 
*Pacwest  Bancorp  (Portland,  Oregon) 

acquisition  by  KeyCorp.,  Albany,  New  York 
*Pennsylvania  National  Financial  Corp.  (Harrisburg,  Pennsylvania) 

acquisition  of  Hamburg  Savings  and  Trust  Company  Hamburg,  PA 
*People's  Bank  &  Trust  Company  (Mount  Vernon,  Indiana) 

merged  with  Old  National  Bancorp,  Evansville,  Indiana 
*Sun  Life  Assurance  Company  of  Canada  (U.S.)  (We  lies  ley,  MA) 

acquisition  of  The  New  London  Trust  Company,  New  London,  NH 
*SuriTrust  Banks,  Inc.  (Atlanta,  Georgia) 

merged  with  Third  National  Corporation,  Nashville,  Tennessee 
*United  Jersey  Banks  (Princeton,  New  Jersey) 

merged  with  Commercial  Bancshares  Inc.,  Jersey  City,  New  Jersey 
*United  Jersey  Banks  (Princeton,  New  Jersey) 

acquisition  of  Franklin  Bancorp,  Somerset,  New  Jersey 


59,400,000 
193,000,000 

90,000,000 
779,000,000 

52,800,000 
112,900,000 
N.A. 

132,000,000 
57,000,000 

104,000,000 
76,000,000 
1 1 ,856,000 
29,000,000 
N.A. 

755,000,000 
285,300,000 
101,000,000 


" American  Security  Corporation  (Washington,  D  C.) 

merged  with  Maryland  National  Corporation,  Baltimore,  Maryland 
"USAmeribancs,  Inc.  (Chicago,  Illinois) 

merged  with  NBD  Bancorp,  Inc.,  Detroit,  Michigan 


440,806,000 
250,000,000 


*Amoskeag  Bank  Shares,  Inc.  (Manchester,  New  Hampshire) 

acquisition  of  NTC  Corp.,  Nashua,  New  Hampshire 
*Bank  of  New  England  Corporation  (Boston,  Massachusetts) 

merging  with  The  Conifer  Group  Inc.,  Worcester,  Massachusetts 
'California  Commercial  Bankshares  (Santa  Ana,  California) 

acquisition  of  El  Camino  Bancorp,  Anaheim,  California 
*Cobanco,  Inc.  (Santa  Cruz,  California) 

merging  with  Pacific  Western  Bancshares,  San  Jose,  California 


50,700,000 
656,000,000 
16,000,000 
35,000,000 


Over  $9.2  Billion  of  Banking  Merger/Acquisition  Expertise 

•KBW  Client  tAt  time  of  announcement.   tSince  1982 

For  further  information  contact 
Harry  V.  Keefe,  Jr.  Michael  C.  Connor 

CHAIRMAN  SR.  VICE  PRESIDENT,  CORPORATE  FINANCE 

(212)  323-8300  •  (800)  221-3246 

KEEFE,  BRUYETTE  &  WOODS,  INC. 

NEW  YORK  HARTFORD  SAN  FRANCISCO  LONDON** 

 ** Acting  through  Keefe-Conning  Associates,  Ltd.,  a  wholly-owned  subsidiary. 


Quality  in 
Mergers  &  Acquisitions 


Griffith  Acquisition  Corporation 

has  acquired 

National  Car  Rental  System,  Inc 

from 

Household  International,  Inc. 

We  initiated  this  transaction,  acted  as  financial  advisor 
to  Griffith  Acquisition  Corporation,  conducted  the 
negotiations,  and  acted  as  a  principal  in  the  for- 
mation of  Griffith  Acquisition  Corporation. 

PaineWebber  Incorporated 


Merv  Griffin  Enterprises 

has  been  acquired  by 

The  Coca-Cola  Company 


We  acted  as  financial  advisor  to 
Merv  Griffin  Enterprises. 


PaineWebber  Incorporated 


GLI  Holding  Company 

through  its  wholly  owned  subsidiaries  has  acquired 
substantially  all  of  the  bus  operating  assets  of 

Greyhound  Lines,  Inc. 

We  assisted  in  the  initiation  and  acted  as 
financial  advisor  in  this  transaction. 

PaineWebber  Incorporated 


Patrick  Media  Group,  Inc. 

has  acquired  substantially  all  the  assets  including  all 
the  outdoor  advertising  displays  of 

Foster  and  Kleiser 

a  division  of  Metromedia,  Inc. 

We  assisted  in  the  negotiations  and  acted  as 
financial  advisor  to  Patrick  Media  Group,  Inc. 

PaineWebber  Incorporated 


Sovereign  Corporation 

has  been  acquired  through  merger  by 

The  Chubb  Corporation 


We  assisted  in  this  transaction  and  acted  as 
financial  advisor  to  Sovereign  Corporation. 


Painevvebber  Incorporated 


Thrifty  Corporation 

has  merged  with 

Pacific  Lighting  Corporation 


We  acted  as  financial  advisor  to 
Thrifty  Corporation. 


PaineWebber  Incorporated 


PaineVCebber  Incorporated 

1285  Avenue  of  the  Americas 
New  York,  New  York  10019 

W.  Peter  Slusser,  Managing  Director  (212)  713-3076 
Robert  A.  Hastings,  Managing  Director  (212)  713-3080 


The  Up  &  Comers 


- 


Yale  University  professor  Edward  Tufte, 
and  he's  made  a  nice  business  of  it. 

Publish 
and  prosper 


Percent  of 
total  enrollment 

72  —i 


AGE  STRUCTURE  OF  COLLEGE  ENROLLMENT 


Mark  Twain  and  fohn  Maynard  Keynes  By  William  Baldwin 

had  their  own  publishing  ventures.  So  does  In  a  contest  for  book  title  most  uke- 

ly  to  put  buyers  to  sleep,  who  could 
resist  nominating  The  Visual  Display  of 
Quantitative  Information2.  *  And  who 
could  be  more  wrong?  The  book  has 
developed  a  kind  of  cult  following, 
and  it  is  making  its  author  and  pub- 
lisher a  lot  of  money. 

As  it  happens,  the  author  and  pub- 
lisher of  Visual  Display  are  one  and  the 
same:  Edward  Tufte.  Tufte  is  profes- 
sor of  statistics,  politics  and  graphics 
at  Yale  University  and  proprietor  of 
Graphics  Press,  which  he  runs  out  of 
his  home  in  Cheshire,  Conn.  Tufte, 
45,  hocked  his  home  to  publish  Visual 
Display  four  years  ago.  This  spring  the 
61,000th  copy  rolled  from 
the  bindery.  So  far  Graph- 
ics Press,  which  has  only 
this  book  in  its  catalog, 
has  raked  in  $1.7  million 
in  sales,  and  there  is  no 
sign  of  a  slackening.  On 
most  of  the  books,  which 
currently  retail  at  $33, 
Tufte  earns  a  pretax  mar- 
gin of  58%,  and  he  is  well 
on  his  way  to  netting  $1 
million  from  his  one-book 
publishing  enterprise.  A 
full  professor's  salary  at 
Yale:  about  $64,000. 

Tufte  had  already  writ- 
ten four  books  for  estab- 
lished publishers  and 
wanted  his  fifth  to  be  a 
business  venture.  "I  had 
the  odd  notion,"  he  says, 
"that  the  author  is  the  one 
who  should  mainly  be  re- 
warded, not  the  bookstore 
or  the  publisher." 

Feeling  this  way  puts 
Tufte  in  eminent  compa- 
ny. Mark  Twain  distrust- 
ed publishers  and  set  up 
his  own  firm  to  distribute 
Huckleberry  Finn.  John 
Maynard  Keynes  was 
more  confident  than  his 
publisher,  Macmillan, 
that  his  Economic  Conse- 
quences of  the  Peace  would 
be  a  major  publishing 
event.  So  he  published  the 
1919  treatise  himself  and 
used  Macmillan  primarily 


What's  wrong  with 
this  picture? 

This  bold  chart,  which 
appeared  a  decade  ago  in 
an  education  journal, 
seems  to  say  something. 
But  on  close  inspection 
the  reader  discovers  that  it 
says  very  little — which  is 
why  author  and  publisher 
Edward  Tufte  reprints  it  in 
his  textbook  on 
chartmaking.  Since  the 
total  percentage  for  each 
year  has  to  be  100,  only 
five  numbers  are  conveyed. 
The  top  half  of  the  chart, 
therefore,  is  a  waste,  as  are 
the  three-dimensional 
effect  and  the  heavy 
coloring.  What's  the  use  of 
a  picture  that  paints  only 
five  words?  Writes  Tufte: 
"This  may  well  be  the 
worst  graphic  ever  to  find 
its  way  into  print." 


197$ 


*  Cloth,  197  pages  Graphics  Press, 
Box  430.  Cheshire,  CT  06410 
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What's  so  great  about  this  picture? 


(Bartc  Jicjiiratioc 
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This  chart,  drawn  by  French  engineer 
Charles  Minard  in  1869,  tells  the  tale 
of  Napoleon's  campaign  in  Russia  in 
1812-13.  The  story  begins  at  the  left  on 
the  Polish-Russian  border  near  the  Nie- 
men  River.  The  red  band  shows  the 
course  of  the  advancing  army,  the 
width  representing  the  number  of  men 


left  at  any  point.  The  black  band  shows 
how  few  straggled  back  to  Poland.  The 
line  at  the  bottom  shows  the  tempera- 
ture. (And  it  got  very  cold:  The  minus 
30  degrees  Reaumur  for  Dec.  6  equals 
minus  35.5  Fahrenheit.)  By  his  inge- 
nious design,  Minard  was  able  to  depict 
four  variables  for  each  point  in  the  jour- 


ney— the  position  of  the  army  it 
dimensions,  its  size  and  the  w 
er — without  taxing  the  reader.  T 
quite  an  accomplishment,  since 
den  variety  charts  find  room  to 
only  one  variable  (say,  earning 
share)  against  a  time  scale.  As  a  r< 
this  drawing  tells  the  story  o 


to  distribute  it — at  great  profit  to  Lord 
Keynes.  Still,  Tufte  is  quick  to  warn 
that  self-publishing  is  "a  good  way  to 
wind  up  with  a  basement  full  of  mil- 
dewing books." 

Why  is  Tufte's  Graphics  Press  an 
exception?  One  reason  is  that  Visual 
Display  is  a  witty  book  on  a  timely 
topic.  It  tells  how  to  design  charts 
that  inform — without  cheating,  bor- 
ing or  confusing  readers.  Potential 
readers  are  not  only  statisticians  but 
also  the  new  crowd  of  personal  com- 
puter chartists. 

At  base,  Tufte's  Visual  Display  was 
not  a  means  to  make  money  but  an 
extension  of  his  passion  to  educate 
people  to  the  uses  and  abuses  of  charts 
and  graphs.  As  he  puts  it  in  the  book: 

"When  a  New  York  Times  chart  lies, 
it  lies  900,000  times  over  to  a  great 
many  important  and  influential  read- 
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ers. .  . .  The  lies  are  systematic  and 
quite  predictable,  nearly  always  exag- 
gerating the  rate  of  recent  change." 
Examples  from  the  Washington  Post, 
Pravda  and  dozens  of  other  publica- 
tions come  under  professoi  Tufte's 
critical  glare. 

Like  many  successful  entrepre- 
neurs, Tufte  is  something  of  a  fanatic. 
Early  on  he  decided  that  the  produc- 
tion of  Tlx  Visual  Display  of  Quantita- 
tive Information  would  be  perfect: 
Damn  the  expense!  "The  book  had  to 
be  self -exemplifying,"  he  says,  mean- 
ing that  each  page  had  to  approach 
graphical  perfection. 

No  ordinary  publisher  could  be 
trusted  to  handle  it.  In  fact,  no  ordi- 
nary publisher  would  have  put  up 
with  Tufte's  demands.  He  wanted  a 
certain  15th-century  typeface,  which 
necessitated  the  use  of  an  archaic  lead 


typesetting  process.  He  spent  days  re- 
writing sentences  to  get  rid  of  hy- 
phens at  the  ends  of  lines.  He  took 
three  trips  to  Paris  to  arrange  for  re- 
production of  a  19th-century  chart 
showing  Napoleon's  march  on  and  re- 
treat from  Moscow  in  the  fall  of  1812 
that  Tufte  considers  a  classic  (see  illus- 
tration, above). 

To  produce  his  book,  Tufte  in  1982 
borrowed  $100,000  at  18%,  secured 
by  a  second  mortgage  on  his  home. 
"The  local  bank  said  it  was  the  second 
most  unusual  loan  it  had  granted," 
remembers  Tufte.  "They  loaned  mon- 
ey to  buy  an  elephant  once." 

Tufte  likes  to  say  that  the  first  copy 
of  his  book  cost  $105,000,  and  each 
additional  copy  $6.  What  he  means  is 
that  he  shelled  out  SI 05,000  to  get 
started,  and  can  now  produce  books  at 
S6  each.  The  startup  money  included 


FORBES,  MAY  18,  1987 


moscoc: 


Ata&tr/arasew/t 


tS     Be    if  m 


irch  and  retreat  far  more  elegantly 
'  in  words  ever  could.  Of  the  422,000 
ops  that  set  out  only  10,000  returned, 
te,  for  example,  the  disastrous  cross- 
11  id  i  of  the  Berezina  toward  the  end.  In  his 
arise  on  chartmaking,  Professor  Tufte 
s absents  Minard's  work  as  possibly  the 
st  statistical  graphic  ever  drawn. 


a  $55,000  bill  from  the  printer,  mostly 
for  high-grade  camera  work,  and 
$30,000  for  a  book  designer,  an  illus- 
trator, page  makeup  and  permission 
fees  to  publications  whose  charts  he 
reproduced.  The  other  $20,000  was  a 
downpayment  on  advertising  and  oth- 
er variable  costs. 

Now  that  the  process  is  up  and  run- 
ning, Tufte's  books  cost  $6  each  to 
manufacture:  $1.50  for  press  time  and 
ink,  $1  for  paper  and  $3.50  for  binding 
and  a  mailing  carton.  Junk  mailings 
(400,000  pieces  so  far)  and  magazine 
advertising  add  another  $5  per  book. 
Then  there's  $2  a  book  for  postage  and 
labor  (a  part-timer  working  out  of  her 
house)  and  $1  per  book  for  miscella- 
neous expenses.  With  $14  in  variable 
costs,  Tufte  pockets  $19,  pretax,  on 
each  $33  mail-order  book  he  sells. 

If  Tufte  distributes  Visual  Display 


Professor,  publisher  and  author  Edward  Tufte 

"The  author  is  the  one  who  should  mainly  be  rewarded. 


Kjren  Mdlvcrson 


through  bookstores,  he  faces  the  prob- 
lems of  slow  payment  (usually  90 
days)  and  returns.  Dealers  can  return 
pawed-over  books  at  any  time,  so  pub- 
lishers who  don't  keep  a  sharp  eye  on 
inventory  can  easily  get  killed.  Tufte 
also  faces  the  bookseller's  45%  dis- 
count, meaning  he  receives  only  $18 
per  copy  sold  via  bookstores.  Unen- 
couraged  by  Tufte,  only  about  30 
bookstores  stock  his  book. 

Instead,  Tufte  relies  on  direct  mail 
sales,  prompted  by  magazine  ads  and 
fliers.  One  early  success  was  a  mailing 
to  members  of  the  American  Statisti- 
cal Association,  boosted  by  a  blurb 
from  John  Tuckey,  the  eminent  stat- 
istician who  was  a  colleague  of  Tuf- 
te's when  Tufte  taught  at  Princeton. 
To  date  Tufte  has  spent  around 
$280,000  on  direct  mailings  and  ads  in 
magazines  like  Scientific  American  and 
the  New  England  Journal  of  Medicine. 

Tufte  keeps  his  overhead  so  low 
you  can  bump  your  head  on  it.  There 
are  no  fancy  lunches  or  marketing 
studies.  No  computers,  not  even  to 
keep  track  of  orders.  Envelopes  on 
follow-up  fliers  are  retyped  by  hand. 
No  libel  insurance  (except  for  a  per- 
sonal umbrella  policy),  which  most 
publishers  would  consider  insane,  but 
Tufte  insists  that  all  of  the  book's  digs 
at  politicians,  periodicals  and  Soviet 
statisticians  come  under  the  defense 
of  "fair  comment"  and  are  safe  behind 
the  First  Amendment. 

Tufte  declines  to  say  exactly  how 
much  money  he  has  made  from  Visual 
Display.  But  there  are  hints  of  budding 


affluence.  His  hilltop  home  is  adorned 
by  a  new  swimming  pool,  surrounded 
by  a  visually  striking  fence  of  his  own 
design.  His  newest  toy  is  a  costly 
17th-century  edition  of  Galileo;  dia- 
grams from  this  will  figure  in  his  next 
book.  Subtracting  the  review  copies 
Tufte  has  given  away,  and  adjusting 
for  discounted  sales  to  bookstores  and 
a  book  club,  we  estimate  the  professor 
has  already  made,  pretax,  around 
$750,000  and  will  make  well  over  $1 
million. 

Remember,  however,  that  the  point 
of  the  book  was  not  to  make  money 
but  to  help  people  understand  the  dif- 
ference between  graphics  that  inform 
and  graphics  that  lie.  Offenses  listed 
in  the  book  include  the  disappearing 
baseline,  used  to  exaggerate  fluctua- 
tions at  the  top  of  a  bar  chart;  the 
devious  scale,  used  to  make  a  mole- 
hill look  like  a  mountain;  and  irrele- 
vant detail,  used  to  distract  the  reader 
from  a  drab  statistical  message.  One 
education  journal  used  eerie  curves 
and  five  colors  to  say  what  could  have 
been  said  with  five  words  (see  illustra- 
tion, p.  121).  Tufte  says  this  may  be 
the  worst  graphic  ever  to  find  its  way 
into  print.  Conversely,  the  chart  de- 
picting Napoleon's  march  is  probably 
the  finest  graphic  ever  designed. 

"Cosmetics  are  not  going  to  rescue 
a  bad  chart,"  says  Tufte.  "If  the  num- 
bers are  boring,  you've  just  got  the 
wrong  numbers."  He  might  add  that  if 
you've  got  an  exciting  product,  the 
financial  numbers  will  take  care  of 
themselves.  ■ 
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Some  people  may  be  surprised 
by  the  design  of  our  new  phone  booths. 


"I'll  be  a  little  late  for  that  1:30  meeting.  My  plane  has 
been  delayed. " 
"Could  you  pick  me  up  at  6?  I'm  on  an  earlier  flight. " 

Until  recently,  phone  calls  like  these  were  impossible. 
But  with  GTE  Airfone®  service,  you  can  now  make  tele- 
phone calls  right  on  board  many  commercial  flights. 

"Miss  Stevens,  I  seem  to  have  forgotten  what  hotel  I'm 
staying  in. " 

High  quality,  affordable  calls.  From  your  airplane  seat  to 
anywhere  in  the  world. 

"When  I  get  back  to  the  office  I  want  to  meet  with  J.T., 
R.G.,  and  T.Y,  ASAP," 

GTE  also  provides  Railfone®  service  on  trains. 

"The  good  news.  .  .I  caught  the  6:40.  The  bad  news. . . 
it  was  the  wrong  6:40. " 

There's  GTE  Mobilnet®  cellular  service  for  cars,  trucks, 
boats,  even  portable  telephones  you  can  carry  around  in 
your  briefcase. 

"Hello  Jerry?  I  think  I  left  the  kitchen  faucet  running. " 

For  more  information,  call  us.  And  see  why,  from  simple 
telephones  to  satellite  systems,  GTE  is  a  total  communi- 
cations company. 

"Honey,  you'll  never  guess  where  I'm  calling  you  from. " 
1-800-CALL-GTE 


The  Up  &  Comers 

Strategy 

Poor  Ted  Turner.  By  buying  a  film  library, 
he  unintentionally  helped  upstart  Ameri- 
can Movie  Classics  upgrade  its  library. 

Manna  from 
Turner 


By  Alex  Ben  Block 


Classic  film  supplier  Marc  A.  Lustgarten 
From  a  new  strategy,  cash  gushed. 


It's  anyone's  guess  whether  litt 
American  Movie  Classics,  which  c 
fers  old  movies  over  cable-TV,  wou 
have  survived  without  the  unwilln 
assistance  of  Ted  Turner.  But  th 
much  is  clear:  One  week  befa 
Turner  bought  the  MGM/UA  Entt 
tainment  Co.  from  Kirk  Kerkonan 
July  1985,  a  mid-level  MGM/UA  st 
dio  executive  signed  an  agreeme 
with  AMC.  Seemingly  innocuous 
the  time,  the  agreement  gave  AM 
the  right  to  show  1,450  MGM  ar 
United  Artists  movies  on  cable-T 
over  the  following  ten  years.  Includ< 
were  broadcast  rights  to  Casablaru 
Singin'  in  the  Rain  and  dozens  of  oth 
classics. 

Turner  was  paying — or  thought  I 
was  paying — Kerkorian  over  $1  b 
lion  for  many  of  the  same  movie 
Kerkorian's  lawyers  tried  to  quash  tl 
agreement  with  AMC,  but  the  feis 
little  programmer  stood  tough.  Sui 
and  countersuits  piled  up.  Anxious 
close,  Turner  and  Kerkorian  final 
caved  in  and  paid  Rainbow  Progran 
ming  Enterprises,  AMC's  corpora 
parent,  $50  million  ($32.5  millic 
from  Kerkorian,  the  balance  froi 
Turner)  for  its  rights  to  the  films. 

One  of  Rainbow's  principal  owner 
Cablevision  Systems  Corp.  of  Woo 
bury,  N.Y.,  put  its  half  of  the  awai 
back  into  AMC.  The  other  princip 
owner,  CBS  Inc.,  pocketed  its  ha 
and,  late  last  year,  sold  its  share  < 
AMC  back  to  Rainbow.  That  hall 
interest  in  AMC  was  then  sold  i 
Telecommunications  Inc.,  the  giar 
cable-TV  system  operator  (Forbe 
Apr.  6).  Rainbow,  with  other  partner 
also  operates  Bravo,  a  culturally  or 
ented  pay-TV  service,  and  region; 
sports  channels  in  New  York,  Chic; 
go,  New  England  and  Philadelphia. 

For  AMC,  the  settlement  was  mai 
na  from  heaven,  and  not  a  minute  tc 
soon.  The  $15  million  (likely  198 
revenues)  channel,  which  is  on  the  a 
afternoons,  evenings  and  weekend 
began  life  in  1984  as  a  pay-TV  servic 
specializing  in  movies  made  betwee 
1930  and  1979.  It  charged  cable  open 
tors  about  $2  for  each  home  reachec 
half  what  HBO  gets.  But  cable  syster 
operators  were  cool  to  the  servici 
fearing  that  offering  too  many  pay  se: 
vices  would  confuse  or,  worse,  ange 
subscribers  by  running  up  the 
monthly  bills. 
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A  si : 


I 

l¥ Then  you  first  handle  a  Patek  Philippe,  you  become 
VV  aware  that  this  is  a  watch  of  rare  perfection. 
Ve  know  the  feeling  well.  We  experience  a  sense  of 
te)ride  every  time  a  Patek  Philippe  leaves  the  hands  of 
>ur  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
i  lifetime. 

Ve  made  this  watch  for 

■i  a: 

]rou  —  to  be  part  of  your 
fe  —  because  this  is  the 
/ay  we've  always  made 
/atches. 

^nd  if  we  may  draw  a  con- 
lusion  from  five  genera- 
ions  of  experience,  it  will 
>e  this:  a  Patek  Philippe 
loesn't  just  tell  you  the 
ime,  it  tells  you  something 
nbout  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  a  presentation  of  the  new  Patek  Philippe  timepieces  available  in  1987. 

please  send  $  3  -  or  for  a  brochure  of  current  styles  write  to: 
Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  -  F,  New  York.  N  Y  10020. 


wmmmmmmmmmmmmmm 

AMC  had  an  opportunity 
to  take  advantage  of  its 
rivals'  problems.  But 
it  was  growing  too  slowly 
to  raise  the  big  money 
needed  to  buy  broadcast 
rights  to  the  famous  old 
films  cable  subscribers 
want  to  see.  Then,  in  July 
1985,  the  checks  from 
Turner  and  Kerkorian 
arrived.  The  cloud  over 
AMC  disappeared. 


Compounding  the  problem,  big  ca- 
ble operators  were  giving  their  local 
managers  more  choice  over  which 
program  services  to  carry.  Recalls 
Kate  McEnroe,  who  is  in  charge  of 
sales,  marketing  and  affiliate  rela- 
tions for  AMC:  "Instead  of  a  handful 
of  big  operators,  we  had  to  deal  with 
hundreds  of  smaller  entities." 

Going  into  1985  AMC  had  just 
300,000  subscribers.  Its  large  compet- 
itors, HBO  and  Showtime,  were  suf- 
fering because  fewer  new  cable  sys- 
tems were  being  built  and  because 
new  uncut  movies  were  becoming 
quickly  available  on  videocassettes. 
Since  many  of  AMC's  classic  films  are 
not  available  in  video  stores,  AMC 
had  an  opportunity  to  take  advantage 
of  its  rivals'  problems.  But  AMC  was 
growing  too  slowly  to  raise  the  money 
to  buy  broadcast  rights  to  the  famous 
old  films  subscribers  want  to  see. 

Then,  in  July  1985,  the  checks  from 
Messrs.  Turner  and  Kerkorian  arrived. 
The  cloud  over  AMC  disappeared. 

"Nobody  could  have  planned  for 
it,"  says  Cablevision  Systems  Chair- 
man Charles  F.  Dolan,  "but  that  un- 
expected settlement  enabled  us  to  do 
some  things  we  didn't  think  we  were 
going  to  be  able  to  do." 

What  does  one  do  with  all  that 
money?  First,  AMC  expanded  its 
force  of  salesmen  in  the  field.  Next,  it 
began  spending  heavily  for  long-term 
rights  to  classic  titles  from  the  film 
libraries  of  Columbia  Pictures, 
Warner  Brothers,  David  O.  Selznick, 
Twentieth  Century  Fox  and  others. 
"That  only  became  possible  after  the 
settlement,"  says  Dolan,  "because 
these  required  large  upfront  pay- 
ments." Increasing  its  inventory  this 
way  meant  AMC  could  show  more 
movies  with  fewer  repeats,  thus 
boosting  the  service's  appeal. 

The  timing  of  Dolan's  upgrading  of 
AMC  could  not  have  been  better.  Cy- 
rus J.  Lawrence  media  analyst  Peter  P. 
Appert  notes  that  cable  operators 
have  been  urgently  seeking  services 
to  offer  cheaply  to  subscribers  in  order 
to  make  more  palatable  the  rate  in- 
creases allowed  by  a  federal  law  that 
took  effect  Jan.  1  this  year. 

To  take  advantage  of  this  opportu- 
nity, AMC  stopped  trying  to  market 
its  product  door-to-door  to  users,  at  $2 
per  subscriber.  Late  last  year  it  began 
to  wholesale  its  service  to  system  op- 
erators at  about  20  cents  per  system 
subscriber,  letting  the  operators  use 
AMC  any  way  they  liked.  Some  oper- 
ators threw  AMC  in  with  another 
pay-TV  service  to  increase  consum- 
ers' perception  of  the  value.  Others 
made  it  a  bonus  to  basic  service,  so  it 
was  perceived  as  something  free  that 


consumers  previously  paid  for. 

"More  than  any  other  single  se 
vice,  AMC  made  it  palatable  to  sul 
scribers  to  pay  higher  basic  rates, 
says  Neil  Sullivan,  programming  d 
rector  for  cable  system  operator  Jone 
Intercable.  AMC,  he  adds,  "has  b< 
come  one  hell  of  a  hot  service." 

The  changes  produced  an  immed 
ate  cash  flow  bonanza  for  AMC 
When  it  was  charging  $2  a  month  fc 
each  subscriber  who  signed  up,  AM 
was  lucky  to  sign  5%  of  the  homes  l 
a  system.  For  every  100,000  home 
monthly  cash  flow  was  und< 
$10,000.  But  at  20  cents  for  every  cJ 
ble  subscriber,  cash  flows  at  $20,000 
month. 

As  icing  on  AMC's  cake,  the  se 
vice's  new  half-owner,  TeleCon 
munications  Inc.,  has  ordered  its  affi 
iates  to  begin  phasing  in  AMC.  Th 
effect  on  the  subscriber  count  he 
been  like  a  volcanic  eruption.  Fror 
300,000  subscribers  in  1984,  AM« 
now  reaches  6  million  homes.  Mai 
A.  Lustgarten,  chief  executive  office 
of  Rainbow,  predicts  AMC  will  reac 
7  million  homes  by  the  end  of  thi 
year  and  over  15  million  by  199; 
Lustgarten  adds  that  AMC  should  f 
nally  become  profitable  during  1988 

Now  that  things  are  going  well  fc 
AMC,  its  competitors  seem  more  de 
termined  than  ever  to  make  them  g 
less  well.  HBO,  tor  example,  ha 
charged  that  by  wholesaling  its  sei 
vice  to  system  operators,  AMC  ha 
become  a  basic  cable  channel  an 
thus  cannot  broadcast  over  100  clas 
sics  for  which  it  has  secured  right: 
AMC  rejects  the  charge  and  says  it 
program  suppliers  have  assured  i 
there  will  be  no  problem. 

Having  helped  AMC  get  where  i 
now  is,  Ted  Turner,  too,  intends  to  giv 
the  company  trouble.  Turner  wants  t 
use  his  MGM  library  as  a  base  for  a  ne\ 
ad-supported  basic  movie  channel  h 
calls  TNT.  So  far,  however,  Tume 
hasn't  found  much  support  among  ca 
ble  system  operators. 

Shearson  Lehman  Brothers  medi 
analyst  Alan  Kassan  figures  AMC 
next  trip  will  be  to  Wall  Street.  Wil 
Cablevision  and  TCI  spin  off  thei 
flourishing  little  company,  eithe 
alone  or  as  part  of  Rainbow?  When  w 
asked  John  Sie,  senior  vice  presiden 
of  TCI  (which  is  also  a  significan 
investor  in  Turner  Broadcasting),  h 
dodged.  "That's  not  why  we  got  inti 
it,  but  it  might  make  sense  later  on, 
said  Sie.  "We  might  [spin  it  off]  if  wj 
needed  some  money  for  other  things.' 

Irony  of  ironies,  those  "othe 
things"  might  include  increasin, 
TCI's  stake  in  Ted  Turner's  Tume 
Broadcasting.  ■ 
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To  understand 
what  is  happening  today  or 
what  will  happen  in  the  future, 
I  look  back. 
—  Oliver  Wendell  Holmes 


EXPERIENCE 

You  learn  to  accept  risk  if  you  expect  gain. 

But  the  risks  you  face  in  today's 
complex  business  climate  are  many  times 
more  severe  than  the  simple  entrepre- 
neurial risks  encountered  just  a  few 
years  ago. 

Our  experience  can  help  you  manage 
these  new  risks.  After  all,  Fireman's  Fund 
has  been  dealing  with  changing  risk 
environments  for  123  years. 

During  the  Civil  War,  we  began 
underwriting  Pacific  coastal  schooners. 
Before  long,  we  were  insuring  steam- 
ships, then  airplanes  and  now  satellites. 

But  it  hasn't  been  without  cost. 
Fireman's  Fund  was  less  than  10  years  old 
when  we  paid  dollar  for  dollar  on  the 
fire  that  destroyed  Chicago  in  1871.  Our 
stature  among  policyholders  grew  as  we 
survived  the  San  Francisco  Earthquake 
of  1906  and  the  economic  tremors  of 
the  Thirties. 

Today  we're  one  of  the  world's  largest 
commercial  insurers,  with  nearly 
$10  billion  in  assets  and  the  financial 
integrity  to  match. 

We  concentrate  our  energies  on 
property  and  casualty  insurance,  under- 
writing only  those  businesses  we  know 
well.  We  deal  only  through  a  select  roster 
of  independent  agents  so  that  you  get  the 
finest  service.  And  our  people  are  share- 
holders with  a  sense  of  personal  commit- 
ment and  pride. 

Fireman's  Fund.  For  123  years  we've 
been  planning  for  tomorrow. 
Not  merely  accepting  risk, 
but  doing  something 
about  it. 

FIREMAN  S  FUND 

INSURANCE  COMPANIES 

123  years  of  tomorrows. 


or  generations  it  was  a  paradigm  of  in- 
dustrial might.  But  for  20  years  Union 
Carbide  s  growth  was  largely  an  illusion. 

Endgame  for 
a  corporate 
moon  walker 


L 


By  John  Merwin 


"We're  the  kind  of  company  whose  per- 
formance  should  be  gauged  over  the  long 
run,  not  by  something  you  read  tomor- 
row morning  in  your  newspaper. " 
— Birny  Mason,  Union  Carbide  chair- 
man; Forbes,  July  1,  1966. 

When  several  hundred  share- 
holders of  Union  Carbide 
Corp.  gathered  last  month  for 
their  firm's  1987  annual  meeting,  any 
honest  person  would  have  agreed  that 
21  years  was  long  enough.  The  diag- 
nosis was  clear:  The  performance  had 
been  just  awful. 

Over  those  two  decades-plus  the 
company  that  gave  the  world  Ever- 
eady  flashlight  batteries,  Prestone 
antifreeze  and  many  of  this  century's 
most  important  chemicals  and  plas- 
tics formulas  has  slipped  into  the  sec- 
ond tier  of  big  companies,  joining 
such  faded  beauties  as  USX,  Wool- 
worth  and  B.F.  Goodrich. 

Now,  18  months  after  its  Perils  of 
Pauline  escape  from  corporate  raider 
Samuel  Heyman  in  a  desperate  $4  bil- 
lion stock  buyback,  management  is 
still  talking  about  long-term  hopes. 
"We're  a  renewed  and  regenerated 
company,"  said  Chairman  Robert  D. 
Kennedy  as  he  unfurled  a  1987  first- 
quarter  earnings  gain  of  74%  from 
continuing  operations.  "We're  in  the 
right  businesses.  We're  the  right  size 
for  the  job  we  have  to  do." 

These  are  familiar  words.  Several 
times  in  the  last  two  decades,  Ameri- 
ca's once  premier  chemical  research 
company  has  climbed  aboard  the  "res- 
tructuring" merry-go-round.  While 
giving  the  illusion  of  moving  forward, 
the  firm  in  fact  was  all  the  while 
sliding  backward — the  financial 
equivalent  of  what  street  dancers  call 
"moonwalking." 


Shorn  of  most  of  its  assets  and  bor- 
rowed to  the  hilt,  Carbide  must  com- 
pete for  customers  who  are  them- 
selves under  pressure,  and  success  is 
by  no  means  assured.  In  this  Union 
Carbide  is  hardly  alone. 

Wherever  one  looks  these  days  one 
finds  similarly  troubled  industrial  gi- 
ants, from  Goodyear  Tire  &  Rubber 
Co.,  bloated  with  debt  and  stripped  of 
all  but  its  core  assets  through  various 
survival  maneuvers,  to  a  similar- 
ly burdened  Owens-Corning  Co. 
(Forbes,  Mar.  23).  All  have  this  in 
common:  They  blurred  their  focus, 
allowing  rivals  to  erode  their  core 
markets  while  letting  overhead  get 
out  of  hand. 

Carbide,  with  sales  of  $6.3  billion, 
is  the  classic  case  of  the  inevitable 
unwinding.  Heyman,  a  Connecticut 
real  estate  developer  turned  corporate 
raider,  had  his  eye  on  Carbide's  under- 
performing  assets.  His  $74-per-share 
hostile  tender  offer  forced  Carbide  to 
respond  with  its  own  counteroffer,  a 
juicy  $4.5  billion  package  in  special 
dividends  and  stock  buybacks  that 
eventually  gave  Heyman  the  fat  profit 
he  needed  to  walk  away  and  look  for 
new  prey. 

But  don't  condemn  Heyman.  Had 
Carbide's  management  run  its  busi- 
ness better,  he  would  not  have  had  the 
opportunity  to  buy  the  stock  cheaply. 

From  its  creation  by  merger  in  1917 
through  the  mid-1960s,  Carbide  was 
the  quintessentially  American  indus- 
trial powerhouse.  A  charter  member 
of  the  Dow  Jones  average  of  30  indus- 
trial stocks,  the  company  had  a  leg- 
endary reputation  as  an  engineering 
and  scientific  innovator,  winning  the 
prestigious  Kirkpatrick  Award  for 
chemical  engineering  five  times  since 
1933.  That's  as  many  times  as  Du 
Pont  and  Dow  Chemical  combined. 

Up  until  the  late  1960s,  Union  Car- 


Magnificent  mistake 

When  Union  Carbide  began 
building  this  headquarters 
near  Danbury,  Conn.,  the 
company  saw  a  future  as 
grand  as  its  past.  Almost 
immediately  Carbide's 
earnings  began  to  fall,  and, 
more  important,  cash  flow 
proved  inadequate  to  cover 
dividends  and  capital 
spending.  Now  Union 
Carbide  is  a  tenant  in  the 
building  it  once  owned. 


bide  consisted  largely  of  its  industrial 
chemical  enterprises  and  its  several 
key  consumer  products  brands,  all 
formulated  in  the  company's  own  re- 
search labs.  No  need  for  acquiring 
products:  It  developed  a  continual 
stream  of  its  own. 

But  in  the  20  years  that  followed, 
major  international  oil  producers  and 
foreign  chemical  companies  began  to 
move  into  Carbide's  petrochemicals 
markets.  They  built  plants  and 
grabbed  for  market  share. 

In  response,  Carbide  made  a  fateful 
error:  Instead  of  choosing  to  stand  and 
fight  so  as  to  remain  the  low-cost  pro- 
ducer in  what  it  knew  best,  chemicals 
and  plastics,  Carbide  chose  to  retreat 
in  one  market  after  another,  surren- 
dering half  of  the  company's  share, 
while  branching  off  more  and  more 
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into  new  businesses  about  which 
management  knew  little.  There  were 
ventures  in  salmon  farming  and  syn- 
thetic gemstones,  in  integrated  cir- 
cuits and  diaper  manufacturing.  The 
projects  consumed  the  attention  of 
management  and  devoured  corporate 
treasure  that  otherwise  could  have 
flowed  into  Carbide's  traditional  busi- 
nesses. In  the  end,  few  of  the  new 
ventures  became  significant  contribu- 
tors to  Carbide's  earnings. 

Meanwhile,  the  company  fell  vic- 
tim to  its  own  edifice  complex,  break- 
ing ground  in  1 978  on  a  stunning  $  1 90 
million  aluminum  and  glass  head- 
quarters complex  on  a  wooded  674- 
acre  Connecticut  estate.  Relocating 
employees  from  the  company's  world 
headquarters,  then  on  Park  Avenue, 
cost  an  additional  $40  million.  The 


building  today  stands  only  partially 
occupied,  a  painful  reminder  of  a  glo- 
rious future  that  never  came,  to  pass. 

One  reason  was  a  fatal  misunder- 
standing of  the  importance  of  infla- 
tion in  corporate  finance  strategies. 
As  prices  began  to  climb  in  the  late 
1960s,  and  more  steeply  still  in  the 
1970s,  Carbide  maintained  its  long- 
standing corporate  phobia  against  in- 
creasing debt  to  more  than  one-third 
of  capitalization.  While  Carbide  kept 
its  cherished  Triple  A  debt  ratings, 
the  achievement  proved  a  Pyrrhic  vic- 
tory. Without  massive  borrowings, 
the  company  lacked  the  funds  to  fi- 
nance both  its  new  ventures  and  older 
businesses.  In  the  process  Carbide 
suffered,  while  gutsy  archrival  Dow 
Chemical  prospered  (see  box,  p.  132). 

Say  this  for  Union  Carbide's  new 


chairman,  Kennedy,  on  the  job  for  less 
than  a  year:  He  recognizes  the  mis- 
take that  let  Dow  pull  ahead.  Says  he: 
"We  had  people  who  would  talk  about 
those  country  boys  up  in  Midland, 
Mich,  who  were  taking  scandalous 
risks  with  50%  debt.  And  we  watched 
them  go  right  by  us  in  sales,  quality  of 
earnings  and  quality  of  returns  to 
their  shareholders." 

Top  Union  Carbide  managers  (Car- 
biders,  as  they  call  themselves)  are  a 
clubby  group,  most  with  tenures  of  30 
years  and  more,  and  they  are  thus 
loath  to  criticize  their  predecessors. 
But  Chairman  Kennedy  will  say  this 
of  what  Carbide  had  turned  into  by 
the  Eighties:  "There  was  the  general 
consensus  that  we  weren't  making  it. 
The  market  continued  to  undervalue 
our  corporation.  We  were  selling  at 
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70%  of  book  value.  We  thought  the 
market  didn't  understand.  The  fact  is 
that  the  market  understood  very  well. 
We  were  undervalued.  We  had  not 
realized  the  intrinsic  value  of  the 
business  we  were  in.  Our  weaknesses 
started  to  show." 


But  superficially  the  company 
looked  great.  Between  1973  and  1981 
Carbide's  earnings  per  share  rose 
100%,  from  $1.59  to  $3.19.  But  those 
figures  were  in  current,  noninflation- 
adiusted  dollars,  and  during  the  same 
period,  overall  consumer  prices  rose 


Meanwhile  in  Midland 


by  a  total  of  105%.  Carbide  was  actu 
ally  falling  behind,  a  slide  made  les 
obvious  by  the  company's  practice  o 
stretching  out  depreciation  schedules 
which  lowered  expenses,  thus  boost 
ing  earnings  reported  to  stockholders 
What  capital  spending  Carbide  dn 


W'  hile  Union  Carbide  was  misreading  the  inflation 
trends  of  the  1970s,  Dow  Chemical  was  making  all 
the  right  moves.  In  the  process  the  firm  climbed  from 
the  number  three  slot  as  a  petrochemicals  supplier 
behind  second-ranked  Carbide,  to  number  two  behind 
Du  Pont  today  (see  charts,  below).  The  secret  to  Dow's 
success?  A  willingness  both  to  borrow  heavily  to  grow 
in  an  inflationary  environment,  and  to  keep  its  margins 
expanding  by  an  aggressive  pricing  strategy. 

At  the  time,  Dow's  efforts  looked  almost  reckless  by 
chemicals  industry  standards.  But  by  pushing  up  debt 
to  an  unheard-of  50%  of  total  capitalization,  Dow  man- 
aged to  acquire  the  needed  leverage  to  reap  impressive 
earnings  gains  using  less  working  capital  than  Union 
Carbide.  Today  Dow  is  not  only  the  world's  largest 
producer  of  ethylene-based  chemicals,  but  in  the  disin- 
flationary 1980s  Dow  shrewdly  has  begun  paring  back 
debt,  which  now  stands  at  43%  of  capital,  vs.  72%  for 
Carbide. 

Why  was  Dow  so  prescient?  Give  credit  to  Paul 
Oreffice,  the  firm's  financial  vice  president  during  the 
1970s,  and  now  chief  executive.  Oreffice  was  responsi- 
ble for  launching  Dow's  Brazilian  operations  in  1956, 
and  he  headed  the  business  there  until  1963.  Recalls  he, 
"Inflation  down  there  ran  at  90%  some  years,  and  you 
learned  quickly  how  to  deal  with  it:  Take  on  long-term 
debt  that  can  be  paid  off  in  tomorrow's  cheap  dollars, 
and  price  aggressively  to  cover  rising  costs  and  preserve 


margins."  Ten  years  later  Oreffice  applied  what  he 
learned  in  South  America  to  the  worldwide  inflation  of 
the  Seventies. 

By  the  early  1970s  Dow  Chemical  was  hungering  to 
expand  into  European  and  into  other  foreign  markets, 
and  when  petroleum  prices  shot  up  in  19/3  and  1974, 
Oreffice  saw  his  opening.  Whereas  European  chemical 
manufacturers  had  trembled  before  OPEC's  power  and 
put  a  lid  on  further  capital  investment  for  their  mar- 
kets, Dow  leaped  in  with  both  feet.  It  borrowed  heavily 
on  a  bet  that  both  inflation  and  commodities  prices 
would  soon  surge.  Under  Oreffice 's  guidance  the  com- 
pany tripled  its  capital  investment  in  petrochemicals, 
spending  over  $4  billion  between  1975  and  1978.  By  the 
end  of  the  decade,  Dow's  overseas  sales  had  also  tripled, 
and  Dow  was  secure  as  the  world's  premier  petrochemi- 
cal producer. 

Meanwhile,  Oreffice  kept  up  his  margins  by  aggres- 
sively raising  prices  at  every  opportunity — another  les- 
son of  his  Brazilian  days.  He  recalls,  "Customers  paid 
for  basically  one  reason:  Dow  was  the  only  reliable 
supplier  around."  Outflanked  and  fearful  of  losing  mar- 
ket share,  Dow's  competitors  feebly  fought  back  by 
keeping  their  prices  low,  only  to  see  their  profits  vanish 
as  the  price  of  oil  kept  climbing  higher.  It  was  precisely 
the  wrong  strategy  for  the  times,  and  as  luck  would 
have  it,  it  was  precisely  the  strategy  that  Union  Carbide 
pursued. — Stuart  Flack 


Union  Carbide 


Dow  Chemical 


1)  Back  in  1976  Union  Carbide  was  the  nation's  num- 
ber two  chemical  company.  Three  years  later  it  lost  the 
spot  to  Dow  Chemical  because  . . . 
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2)  Dow  was  presciently  borrowing  to  the  then  scandal- 
ous level  of  50%  of  capitalization.  This  borrowed  mon- 
ey was  used  to  . . . 


3)  Fund  expansion  and  modernize  facilities  that  gener- 
ated working  capital.  But  conservative  Carbide  didn't 
have  the  will  to  keep  up,  so  .  . . 
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4)  Its  operating  margins  lagged  behind  Dow's  and  it 
returned  far  less  on  its  shareholder  equity.  Belatedly, 
Carbide  now  realizes  its  mistake. 
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Trust 

is  a  two-way  affair. 


Your  trust  has  helped  us  to  125  years  of  success. 
We  are  confident  that  our  partnership  will  lead 
to  continuing  mutual  prosperity  in  the  years  to 
come. 


UBS  -  committed  to  excellence. 


BS  in  the  United  States:  New  York  Branch  (299  Park  Avenue,  New  York, 
Y  10171),  Chicago,  Houston,  Los  Angeles,  San  Francisco  UBS  in  Canada: 
algary,  Montreal,  Toronto  UBS  worldwide:  in  all  important  financial 
inters  around  the  globe.  Head  Office:  Union  Bank  of  Switzerland, 
ahnhofstrasse  45,  CH-8021  Zurich. 


Union  Carbide  Chairman  Robert  D.  Kennedy 
"We  thought  the  market  didn't  understand." 


undertake  failed  to  generate  the  re- 
turns anticipated.  From  1976  to  1985 
every  dollar  Carbide  spent  on  capital 
investment  boosted  sales  by  $2.67.  At 
Dow,  by  contrast,  sales  rose  much 
more  steeply,  to  $3.48  for  each  dollar 
spent.  Meanwhile,  cash  flow  (exclu- 
sive of  divestitures)  also  began  to  de- 
teriorate, dropping  some  $1.6  billion 
into  the  red  between  1980  and  1986,  a 
period  when  Dow's  cash  flow  re- 
mained solidly  positive. 


These  were  the  factors — and  not 
such  headline-grabbing  missteps  as 
the  Bhopal  tragedy  or  the  chemical 
leak  at  Institute,  W.  Va. — that  attract- 
ed Heyman.  To  fend  him  off,  and  re- 
ward its  own  shareholders  instead  of 
Heyman's,  Carbide  had  no  choice  but 
to  wolf  down  huge  bites  of  the  very 
debt  it  had  earlier  shunned,  at  one 
point  bloating  the  company's  balance 
sheet  to  $5.5  billion  in  borrowings. 

Having  sold  off  its  consumer  prod- 


Wee  Chairman  J.  Clayton  Stephenson 
We've  learned  a  lot.  .  .  ." 


ucts  and  other  assets  to  raise  cash  t< 
pay  down  that  debt,  Carbide  now  ha 
come  full  circle,  effectively  back  t< 
where  it  was  more  than  20  years  ago— 
a  company  mainly  in  chemicals  an< 
plastics. 

While  Carbide  financial  manage 
ment  recently  has  shown  improve 
ment  in  controlling  inventories  an< 
receivables,  the  firm  has  actually  ben 
efited  much  more  from  some  extraor 
dinarily  lucky  turns  in  the  economy 
Interest  rates  have  fallen  so  steeph 
that  Carbide  has  been  able  to  recal 
$2.5  billion  in  13%  to  15%:junl 
bonds  issued  to  fend  off  Heyman,  re 
placing  them  with  7.5%  debentures 
thus  saving  about  $200  million  in  an 
nual  interest  payments. 

Costs  of  petrochemical  feedstock: 
have  also  fallen  rapidly  in  recen 
months,  just  as  production  capacity 
in  the  chemicals  and  plastics  indusB 
tries  has  tightened  dramatically  (setM 
story,  p.  201).  As  a  result,  Carbide's^ 
operating  margins  in  those  markets 
are  now  a  robust  14%,  six  times  whai 
they  were  in  the  last  down  cycle.  Ear 
lier  this  year  the  company  was  able  tc 
sell  $600  million  in  fresh  equity,  a  ke> 
component  in  the  refinancing  of  its 
junk  bond  load. 

The  question  now  is  whether  the 
chemicals  and  plastics  industries  will 
stay  good  enough,  long  enough,  tc 
help  Carbide  rebuild  its  equity,  deci- 
mated by  raider  Heyman. 

Argues  Vice  Chairman  J.  Clayton 
Stephenson:  "We've  learned  a  loi 
about  managing  inventories,  receiv 
ables,  construction  programs,  interest 
rate  swaps  and  currency  hedging.  In  a 
bad  downturn  we  could  have  our  net 
income  wiped  out,  but  we'd  still  have 
a  respectable  cash  flow." 

Maybe  so,  but  without  highly  prof- 
itable consumer  products,  which  off 
set  its  cyclical  businesses  by  pumping 
out  strong  earnings  even  in  deep  re- 
cessions, Carbide  no  longer  has  the 
cushion  it  once  had.  Moreover,  with  a 
debt-to-capital  ratio  of  72%,  Carbide 
is  in  no  position  to  borrow.  Finally, 
having  sold  and  now  leased  back  its 
own  headquarters  building  and  dis- 
posed of  $1  billion  in  various  chemi- 
cal segments,  the  company  has  few 
other  valuable  assets  left  to  sell  be- 
yond its  core  businesses. 

Now  Carbide,  a  company  which  for 
decades  moved  rapidly  ahead  through 
innovation,  has  started  anew.  If  there 
is  a  good  side  to  this  sad  tale,  it  is  this: 
With  the  company  lean  and  hungry 
again,  maybe  Carbide  managers  will 
get  back  to  effective  management  of 
what  they  know  best  instead  of  mere- 
ly presiding  over  vast  assets.  Now, 
wouldn't  that  be  a  happy  ending?  ■ 
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CNA...for  all  the  commitments  you  make 

"ommitment  is  helping  children  learn. 

The  CNA  Insurance  Companies  understand 
he  importance  of  commitment.  And  CNA  provides 
ill  kinas  of  insurance  to  help  those  who  make 
:ommitments  keep  them. 

INSURANCE  FROM 

OVA 

pNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Rages 


THE  MERCEDES-BENZ  300  CLASS: 
MICROCHIPS,  SPATIAL  KINEMATICS,  ERGONOMICS 
AND  THE  HUMAN  SPIRIT. 


■  The  suspension  elements  interacted  in  perfect 
I  geometric  harmony.   The  engines  micropro- 
I  cessor  intelligence  network  func- 
I  tioned  flawlessly.  Every  equation 
I  balanced;  the  computer  screens 
I  could  go  blank  at  last.  The  300 
I  Class  was  clearly  destined  to  be 
I  the  most  technologically  advanced 
I  series  of  automobiles  ever  built  by 
I  Mercedes-Benz. 

Then  came  the  most  critical  phase  of 
development.  Engineers  slipped  into  a  fleet  of 
prototype  300  Class  sedans.  Set  off  in  search  of 
every  conceivable  driving  extreme.  And  them- 
selves became  the  test  instruments— even  more 
sensitive  and  discerning  than  those  they  left 
behind  in  their  laboratories. 

It  was  during  long  autobahn  treks,  pro- 
tracted Alpine  climbs,  in  the  searing  heat  of  the 
American  West  and  bitter  Arctic  cold  that  the 
six-cylinder  engines  proved  their  mettle— thriv- 
ing under  adversity,  forging  an  unprecedented 
blend  of  speed  and  silence.  Corkscrew  moun- 
tain passes  and  corrugated  gravel  paths  vindi- 
cated the  engineers'  inspired  application  of  spa- 
tial kinematics— a  multilink  independent  rear 
suspension  that  promoted  quick,  sure  handling 
without  sacrificing  the  fabled  Mercedes-Benz 
ride.  On  slick  downhill  grades  and  snow- 
covered  turns,  the  Anti-lock  Braking  System 


(ABS)  turned  potential  drama  into  controlled, 
unruffled  stops.  And  the  technology  proved 
not  only  remarkably  advanced,  but 
remarkably  reliable  as  well. 

All  of  which  might  have  sat- 
isfied less  ambitious  engineers.  But 
to  these  engineers,  the  triumphs 
of  technology  were  only  a  plat- 
form from  which  to  reach  higher. 
To  nudge  the  300  Class  closer  to  perfection. 

So  they  continued  to  drive,  to  record  their 
impressions,  to  rework  their  formulas.  And  in  the 
process,  the  seats  became  subtly  more  support- 
ive. Handling,  even  more  reassuringly  pre- 
dictable. Steering,  so  responsive  that  it  seemed 
"connected  directly  to  your  optic  system,"  as  one 
journalist  would  later  put  it.  And  by  gradual, 
painstaking  steps,  a  very  advanced  design 
evolved  into  a  full-fledged  Mercedes-Benz. 

The  effort  consumed  eight  long  years, 
but  no  engineer  would  begrudge  an  hour  of  that 
time.  Because  now  the  familiar  saying, 
"Nothing  feels  like  a  Mercedes-Benz,"  means 
more  than  it  ever  has  before. 


Engineered  like  no  other  car  in  the  world 
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To  you,  it's  the  world's  largest  business 
and  financial  center. 
To  us,  it's  creating  a  more  efficient  working 
environment  for  7,000  tenants. 


The  tenants  of  1  Financial  Place  in  Chicago  enjoy 
one  of  the  most  efficient  working  environments  yet  designed, 
an  environment  created  and  maintained  by  Johnson  Controls. 
The  systems  that  heat  and  cool  them,  light  their  workspace, 
help  them  communicate,  and  keep  them  secure  are  all 
integrated  into  one  computerized,  energy- 
efficient  operation.  To  make  them  more 
comfortable,  and  thus  more  efficient.  And 
to  make  the  building  more  cost  efficient,  too. 

Designing  and  installing  auto- 
mated systems  for  buildings  is  our 
business.  Maintaining  and  servicing 
building  systems  through  our  Alliance 
program  is  our  business,  too. 


©Johnson  Controls,  Inc.  1987  8703 


Over  100,000  building  owners  have  chosen  Johnson  Controh 
for  facilities  management.  These  projects  range  in  size 
from  giants  like  1  Financial  Place  to  small  offices 
in  local  communities. 

For  more  information  on  a  worki 
environment  that  works  to  save  you 
money  while  it  keeps  occupants 
comfortable  and  productive,  give  us 
call  at  1-800-972-8040.  InWisconsi 
call  1-800-472-6533.  Or  write, 
Johnson  Controls,  Systems  and 
.  Services  Division,  C19,  Milwaukee 
Wl  53201-0423. 


JOHNSON 
CONTROLS 

Creating  a  better  climate 
for  business. 


The  cherry  blossoms  are  gone  in  Tokyo,  but  the  tulips  are  in  full 
bloom.  The  prices  of  Japanese  stocks  haven  t  yet  reached  tulip 
bulb  dimensions,  but  they're  close. 


I! 


Land  of  the 
rising  stocks 


The  Japanese  economy  is  in 
trouble  because  the  yen's 
rise  is  taking  away  export 
markets,  large  parts  of  the 
country's  heavy  industry  are 
rotting  out,  and  a  trade  war  with  the 
U.S.  is  not  impossible.  Yet  even  after 
recently  hitting  a  nasty  air  pocket,  the 
Tokyo  stock  market  has  almost  dou- 
bled in  dollar  terms  in  the  past  12 
months — that's  five  times  as  much  as 
the  New  York  Stock  Exchange  is- 
sues have  gained. 

A  relative-performance  chart 
put  out  by  Hoare  Govett,  the 
British    brokerage  house, 
tells  the  story.  The  chart 
shows  the  Tokyo  Stock 
Exchange  heading  almost 
straight  up,  while  every 
other  market  except  for 
South  African  gold  stocks 
heads  down.  The  recent 
unpleasantness  in  Tokyo 
interrupted  the  previously 
nearly  unbroken   rise — but 
far  from  nullified  it. 

The  Nikkei  225  stock  aver 
age  has  gone  up  22%  in  yen  (and 
about  35%  in  dollars)  so  far  this 
year.  Nippon  Telegraph  &.  Tele 
phone,  which  went  public  in  Feb- 
ruary, has  an  ostensible 


By  Howard  Rudnitsky, 
Allan  Sloan 
and  Peter  Fuhrman 


market  value  of  S330  billion.  On  pa- 
per NTT  is  worth  more  than  IBM, 
AT&T,  Exxon,  General  Electric  and 
General  Motors  put  together. 


hvClia.  B  Shckn 
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The  aggregate  market  value  of  To- 
kyo Stock  Exchange  companies  ex- 
ceeds that  of  the  New  York  Stock 
Exchange  companies,  making  the  To- 
kyo market  the  biggest  in  the  world. 

That's  only  fitting  for  what  has  be- 
come the  most  liquid  nation  on  earth. 
Rather  than  being  invested  in  plant 
and  equipment,  as  in  previous  years, 
or  being  reinvested  abroad,  much  of 
the  money  pouring  into  Japan  has 
been  diverted  into  Japanese  stocks 
and  real  estate.  Downtown  To- 
kyo real  estate  has  tripled  in  the 
past  three  years,  and  that  land 
boom  helped  set  off  the  cur- 
rent stock  boom. 

The  yen's  rise  has  made 
foreign  investment  unat- 
tractive to  Japanese,  who 
have  been  burned  badly  by 
currency  losses.  Given  the 
3.5%  or  so  yield  on  Japa- 
nese   government  bonds 
and  the  low  rates  on  sav- 
ings accounts,  even  high- 
priced  real  estate  and  stocks 
seem  attractive.  All  that  mon- 
ey, chasing  a  limited  supply  of 
Japanese    land    and  Japanese 
stocks,  is  blowing  the  markets 
sky-high. 

In  Extraordinary  Popular 
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The  market  value  of  the 
1,500  stocks  that  are  listed 
on  the  Tokyo  Stock 
Exchange  is  greater  than  the 
value  of  the  2,250  stocks 
listed  on  the  New  Yorlu 
Stock  Exchange. 


Delusions  and  the  Madness  of  Crouds, 
Charles  Mackay  wrote  chillingly 
about  mass  hysterias  of  the  past, 
when  rising  prices  became  their  own 
justification  and  reason  was  -thrown 
to  the  wolves.  What  has  happened 
recently  in  Tokyo  bears  more  than  a 
few  resemblances  to  past  manias  like 
the  Dutch  tulip  bulb  craze  or  the 
South  Sea  bubble. 

The  Japanese,  proud  of  presiding 
over  the  world's  biggest  stock  market, 
are  reduced  to  justifying  stock  prices 
by  citing  "hidden  values"  in  land  or  in 
investment  portfolios.  When  you're  at 
the  point  where  you  use  one  aspect  of 
a  boom  to  justify  another,  you  begin 
to  sound  like  Popular  Delusions. 

There  have  been  plenty  of  attempts 
by  Western  analysts  to  express  Japa- 
nese stock  prices  in  familiar  occiden- 
tal terms  like  price/earnings  multi- 
ples and  book  value.  No  good.  Using 
Western  analytical  methods  to  under- 
stand the  Japanese  market  is  like  or- 
dering sushi  and  dousing  it  with 
ketchup.  "You  can  always  tell  when 
someone  is  new  to  the  Japanese  mar- 
ket, because  they  call  up  and  ask, 
'When  are  the  trade  fig- 
ures coming  out?'  "  says 
Anne  Cabot,  an  American 
broker  who  works  at  a 
Sanyo  Securities  office  in 
Tokyo.  "What  determines 
the  Japanese  market  is  the 
amount  of  money  multi- 
plied by  the  amount  of 
confidence,"  says  Richard 
Thornton,  a  British  in- 
vestment adviser  who  has 
played  the  Japanese  mar- 
ket for  years. 

The  Japanese  market 
isn't  a  Far  Eastern  version 
of  the  New  York  Stock  Ex- 
change, where  such  things 
as  earnings,  dividends,  as- 
set values  and  interest 
rates  count  for  a  fair 
amount,  if  not  for  every- 
thing. The  Tokyo  market  is  more  like 
the  U.S.  market  of  60  years  ago,  when 
what  today  we  call  stock  rigging,  insid- 
er dealing,  painting  the  tape,  buying 
pools,  market  manipulation  still  called 
the  tune.  Only  in  Japan,  part  of  the 
rigging  is  done  as  government  policy. 

Under  Japanese  rules,  the  stock 
market  has  a  built-in  upward  bias. 
Buying  on  margin — a  bet  that  stock 
prices  will  rise — is  permissible  and 
widespread.  But  selling  short — a  bet 
that  prices  will  fall — is  forbidden,  un- 
less you  already  own  the  stock.  If  you 


want  to  short  Japanese  stocks  as  a 
group,  you  must  go  to  the  Singapore 
Stock  Exchange  to  buy  Nikkei  future? 
and  options,  which  have  been  avail 
able  only  since  September. 

The  absence  of  aggressive  short- 
sellers  removes  one  of  the  most  effec- 
tive checks  on  excessive  stock  prices 

Then  there  are  the  special  deals 
Get  hurt  in  a  previous  speculation?  Ii 
you're  important  enough,  your  brokei 
will  pat  you  in  an  "ambulance"  stock, 
which  makes  you  well  in  a  hurry 
when  the  house  runs  it  up.  Yes,  in 
Tokyo,  there  are  such  things  as  "a 
sure  thing." 

Need  money  to  finance  a  politi- 
cal campaign?  A  broker  may 
create  an  "election"  stock 
(also  known  as  a  "political"  stock), 
which  will  conveniently  take  a  sharp 
run  a  few  months  before  the  next  elec- 
tion in  time  for  you  to  get  out  at  a  nice 
profit  you  can  use  in  the  campaign. 
The  election  stock  will,  of  course,  fall 
once  you  are  out  of  it.  But  your  more 
important  donors  will  likely  get  an| 
ambulance  stock  to  make  them 
whole  again.  Everybody  wins. 

The  reason  this  system  works  is 
that  the  Japanese  market,  big  as  it  has 
become,  is  dominated  by  four 
houses — Nomura,  Daiwa,  Nikko  and 
Yamaichi — that  among  them  control 
well  over  50%  of  the  trading  and  75% 
of  the  underwriting.  While  these 
houses  can't  keep  stocks  inflated  in- 
definitely, they  can  move  specific  is- 
sues, at  least  for  a  while.  All  together 
now,  heave! 

Take  Mitsubishi  Heavy  Industries, 
which  used  to  be  one  of  Nikko's  ma- 
jor customers  but  recently  floated  a 
big  convertible  issue  through  Nomu- 
ra. Under  Nomura's  stroking,  Mitsu- 
bishi's price  rose  from  420  to  670  in  a 
two-month  period.  The  price  provi- 
dentially peaked  before  the  100-bil- 
lion-yen  issue  came  out,  then  fell 
back  to  the  400  range. 

Is  it  any  surprise  that  foreign  invest- 
ment bankers  floating  Japanese  con- 
vertible issues  price  them  on  the  basis 
of  the  last  ten  days'  average  closing 
price  rather  than  on  the  closing  price 
the  day  before  an  issue  is  floated? 

This  is  a  market  that  operates  more 
like  a  great  pachinko  parlor,  with 
quick  action  and  lots  of  noise,  than 
like  the  U.S.  markets.  Not  that  the 
U.S.  markets  are  perfect,  but  in  effi- 
ciency they  make  Tokyo  look  primi- 
tive. Tokyo  is  big,  not  broad,  and  it  is 
fairly  easily  manipulated. 

Consider  what  happened  late  last 


140 


FORBES,  MAY  18,  1987 


month.  On  Apr.  27  the  Nikkei  aver- 
age lost  a  record  832  points.  The  next 
day,  it  dropped  1,066  more,  then 
promptly  gained  back  882.  The  expla- 
nation offered  by  a  Japanese  equity 
trader:  An  influential  Nomura  Securi- 
ties official  said  on  the  27th  that  the 
market  was  too  high,  then  reversed 
himself  in  the  middle  of  trading  on 
the  28th.  Voila! 

How  can  this  happen?  The  market 
for  many  Japanese  issues  is  very  thin, 
despite  the  multitrillion-dollar  capi- 
talization. How  can  such  a  big  market 
be  thin?  Because  two-thirds  of  the 
stock,  and  maybe  more,  is  locked  up 
and  not  available  for  trading. 

Yes,  institutions  own  some  40%  of 
New  York  Stock  Exchange  issues  to- 
day, but  there  is  a  difference.  Here 
institutions  trade  in  and  out,  creating 
a  liquid  market.  The  70%  or  so  of  the 
Japanese  market  that  is  represented 
by  "relationship  shares"  is  locked 
away  forever.  Japanese  companies 
own  substantial  amounts  of  stock  in 
one  another  to  enhance  business  rela- 
tionships, to  show  respect  and  to 
demonstrate  sincerity — and  to  keep 
away  outsiders,  be  they  rival  Japanese 
or  foreigners. 

This  means,  of  course,  that  the 
money  flooding  into  Japan  is  chasing  a 
relative  handful  of  shares.  What  ap- 
pear to  be  large-capitalization  stocks, 
suitable  for  multimillion-dollar 
trades  by  U.S.  institutional  investors, 
aren't  really  all  that  liquid. 

"On  the  Tokyo  exchange,  70%  [of 
the  shares]  are  close  holdings,  and 
only  30%  of  the  shares  are  floating 
shares,"  concedes  Shuichi  Komori, 
executive  vice  president  of  Daiwa  Se- 
curities America,  the  U.S.  subsidiary 
of  one  of  the  big  Japanese  brokerage 
houses.  Komori  professes  to  find  this 
fact  of  value  to  investors.  If  two-thirds 
of  the  average  company's  shares  don't 
trade,  he  says,  the  remaining  third 
really  own  all  the  company's  earn- 
ings. This  means,  by  his  logic,  that 
what  appears  to  be  a  price/earnings 
multiple  of  60  (the  Nikkei  average)  is 
really  a  P/E  of  20  (the  Standard  & 
Poor's  500  average). 

A  non  sequitur?  Never  mind.  Ris- 
ing prices  justify  all  things. 

In  fact,  the  Japanese  market  may 
be  higher  than  60  times  earnings 
from  operations,  considering 
that  a  good  part  of  the  "earnings"  re- 
ported by  some  Japanese  companies 
these  days  come  from  trading  in  secu- 
rities. An  example  of  this  so-called 
zai-tech — short  for  "financial  engi- 


neering"— is  Nissan  Motor,  which  is 
losing  money  in  the  car  business  but 
will  show  an  overall  profit  because  of 
gains  in  the  stock  market. 

In  that  connection,  bulls  on  the  To- 
kyo market  point  out  that  if  you  val- 
ued to  market  the  property  and  securi- 
ty holdings  of  Japanese  companies, 
their  market  prices 
wouldn't  be  out  of  line. 
Does  this  make  sense, 
though? 

"Adjusting  asset  values 
would  be  a  valid  method  if 
you  were  going  to  liqui- 
date the  company,"  says 
John  Templeton,  the  in- 
ternational investor  who 
says  that  he  doesn't  regret 
having  pulled  out  of  the 
Japanese  market  a  few 
years  ago  and  missed  a  lot 
of  the  fun.  But,  Temple- 
ton  asks,  "When  was  the 
last  time  you  heard  of  a 
large  Japanese  company 
being  liquidated?" 

If  you're  looking  for  val- 
ue in  the  Templeton 
sense,  you  would  have  to 
walk  away  from  the  biggest  stock  in 
the  world — Nippon  Telegraph  & 
Telephone,  all  $330  billion  of  it,  12% 
of  the  entire  Tokyo  Stock  Exchange — 
and  the  most  overvalued  issue 
on  earth. 

NTT,  of  course,  is  the  national  tele- 
phone monopoly.  Our  tale  of  how  this 
came  to  be  the  most  valuable  compa- 
ny in  the  history  of  the  world  begins 
in  early  1986,  with  the  sudden  rise  of 
the  shares  of  Tokyo  Electric  &.  Power 
Co.,  the  largest  public  utility  in  Japan. 
Shares  of  Tokyo  Electric  rose  from 
3,000  yen  to  8,500  in  early  1987.  That 
run  justified  a  high  offering  price  for 
NTT.  If  Tokyo  Electric  was  worth  a 
high  price  in  terms  of  earnings  and 
assets,  so  was  NTT. 

The  telephone  offering  was  also 
structured  in  a  way  that  assured  the 
shares  would  be  scarce.  This  was  done 
in  part  by  having  the  government  cre- 
ate an  absurdly  low  number  of 
shares — 15.6  million  for  the  entire  en- 
terprise, of  which  only  1.95  million 
were  sold  in  the  February  offering. 
Some  1,650,000  lucky  Japanese — no 
foreigner  need  apply — got  to  buy  one 
share  each  for  1,197,000  yen  (about 
$7,820  at  the  time),  and  institutions 
bought  the  rest. 

By  Western  logic  the  price  of  NTT 
shares  is  patently  absurd.  Recently  it 
was  selling  at  13  times  book  value  and 
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The  total  market  value  of 
the  land  in  Japan,  a  country 
roughly  the  size  of 
California,  is  greater  than 
the  value  of  the  land  in  the 
entire  U.S. 
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The  shares  of  Nippon 
Telegraph  &  Telephone, 
Japan's  national  telephone 
company,  are  valued  at  $330 
billion  on  the  Tokyo  Stock 
Exchange,  which  makes  it 
worth  more  than  IBM, 
AT&T,  Exxon,  General 
Electric  and  General 
Motors  combined. 


at  270  times  earnings.  Its  yield?  A 
whopping  0.3%.  Any  individual  still 
holding  his  precious  NTT  share  has  a 
paper  profit  of  1.8  million  yen — about 
six  months'  wages  for  the  average  Jap- 
anese industrial  worker. 

The  Japanese  government  still 
holds  13.65  million  NTT  shares.  At 
the  current  market  price, 
the  government's  shares 
have  an  implied  market 
value  of  $290  billion— 
that  comes  to  more  than 
$2,400  for  every  man, 
woman  and  child  hving  in 
Japan  today. 

Still,  with  the  price  in 
the  stratosphere,  you 
would  think  that  enough 
shares  of  NTT  would 
come  on  the  market  to 
check  the  price  rise.  But 
that's  foreign  thinking. 
Remember  the  Japanese 
pattern  of  companies 
owning  "relationship 
shares"  in  each  other. 
NTT  is  the  biggest  cus- 
tomer in  Japan  outside  of 
the  government.  If  you 
want  to  peddle  telephone  switches  or 
financial  services  or  computer  soft- 
ware to  NTT,  you  have  an  advantage 
if  you're  one  of  the  larger  sharehold- 
ers. Thus,  many  holders  of  NTT 
shares  are  motivated,  not  by  invest- 
ment criteria,  but  by  business  need. 

Even  the  Japanese  government, 
which  is  counting  on  selling  more 
NTT  shares  before  its  current  fiscal 
year  ends  next  Mar.  31,  is  concerned 
about  the  stock's  high  price.  The  Min- 
istry of  Finance  has  recently  warned 
the  four  big  brokerage  houses  to  stop 
artificially  stimulating  the  demand 
for  NTT  shares. 

"The  Ministry  of  Finance  is  very 
afraid,"  says  Iwao  Kidokuro,  deputy 
general  manager  of  NTT's  New  York 
City  office.  "If  the  price  goes  too  high, 
the  government  will  not  be  able  to 
find  buyers  for  the  other  seven- 
eighths  of  the  company,"  he  says,  "In 
Japanese  we  have  a  saying,  'You  can't 
catch  the  same  fish  always  under  the 
same  tree.'  " 

The  Japanese  government  is  still 
trolling  for  investors  and  can  ill  afford 
a  falling  stock  market.  The  govern- 
ment, beset  with  a  horrific  deficit, 
roughly  comparable  in  terms  of  gross 
national  product  to  the  U.S.  deficit,  is 
thinking  of  selling  the  tobacco  mo- 
nopoly, its  remaining  shares  of  Japan 
Air  Lines  and  Japan  National  Rail- 


ways. Is  it  then  a  coincidence  that  JAI 
stock  and  railroad  shares  have  latel) 
been  on  a  roll? 

Of  course,  Japanese  government  in 
tervention  in  capital  markets  is  hard- 
ly new.  For  many  years  the  govern 
ment  used  its  Postal  Savings  Plan  tc 
mobilize  the  society's  savings  and  t( 
provide  cheap  capital  for  Japan'? 
heavy  industry.  Savers,  who  had  fev. 
other  places  to  take  their  money,  were 
paid  low  but  tax-exempt  interest,  anc 
the  money  was  re-lent  to  industry  al 
correspondingly  low  rates. 

But  now  the  government  is  tinker 
ing  with  tax  policy.  Postal  Savings 
Plan  interest  will  likely  become  sub 
ject  to  tax  this  fall  and  thus  becomt 
less  attractive.  Capital  gains  the  ordi 
nary  Japanese  derive  from  the  stock 
market  are  fully  tax-exempt. 

By  favoring  stocks  over  savings  ac 
counts,  the  government  can  divert 
money  into  the  stock  market.  There 
the  money  can  presumably  provide 
cheap  equity  for  "sunrise"  companies 
in  businesses  like  biotechnology,  as 
well  as  a  strong  market  into  which 
the  government  can  sell  its  own 
shares.  So  you  have  tax  policy  helping 
prod  stock  prices  upward. 

Finally  you  have  the  tokkin  funds, 
which  have  produced  Japan's  own  ver 
sion  of  the  "gunslinger"  money  man 
agers  whoso  unsettled  U.S.  markets 
20  years  ago.  Tokkin  is  Japanese  for 
"specified."  The  special  funds  provide 
a  handy  way  for  corporations  with 
excess  cash  to  speculate  in  stocks, 
thus  enhancing  their  earnings  with 
stock  market  profits.  With  Japanese 
industry  no  longer  expanding  much  at 
home,  these  corporations  have  plenty 
of  cash  available  for  such  speculation. 

How  this  works  takes  a  bit  of  ex 
plaining.  Normally,  a  Japanese  com 
pany  speculating  in  the  stock  market 
is  required  to  average  the  prices  of  the 
shares  it  already  holds  with  the  shares 
it's  buying.  Thus  old,  cheap  stock  gets 
mixed  in  with  new,  dear  stock. 

Say  a  company  holds  a  million 
shares  that  cost  it  100  yen 
apiece  20  years  ago.  It  now 
buys  another  million  shares  at  2,000 
yen-.  That  results  in  a  book  cost  of  1 ,050 
yen  per  share.  If  it  sells  the  2,000-yen 
shares  for  2,200,  it  would  have  to  pay 
tax  on  a  profit  of  1 , 1 50  yen  rather  than 
200.  In  effect,  the  rule  virtually  forced 
companies  to  lock  away  their  holdings 
in  other  companies. 

The  tokkin  funds  changed  this.  By 
hiring  outside  managers  to  set  up  a 
tokkin  fund,  a  corporation  can  now 
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trade  freely  without  adverse  tax  con- 
sequences. This  put  lots  of  new  mon- 
ey into  the  market.  Some  tokkin  man- 
agers, in  seeming  violation  of  even 
Japan's  toothless  securities  laws,  ap- 
parently guaranteed  minimum  re- 
turns to  corporate  tokkin  owners. 

Estimates  are  that  10  trillion  yen  of 
corporate  tokkin  funds — $71  billion  at 
current  exchange  rates — made  their 
way  into  the  stock  market.  That  mon- 
ey had  an  inordinate  influence,  be- 
cause big  pieces  of  it  went  in  and  out 
of  stock  groups  in  unison — in  part  be- 
cause of  the  herd  instinct  (which  oper- 
ates in  the  U.S.  as  well),  and  in  part 
out  of  semiconscious  collaboration. 

"If  you  look  at  stocks  in  Japan  in 
August  of  last  year,  there  was  a  tre- 
mendous concentration  [of  tokkin 
money]  in  a  very  limited  number  of 
issues,"  says  Christopher  Mitchin- 
son,  director  at  Salomon  Brothers' 
London  office.  "It  was  getting  very 
dangerous.  These  people  were  pump- 
ing more  and  more  money  into  fewer 
and  fewer  issues.  The  Ministry  of  Fi- 
nance worried  that  things  were  get- 
ting out  of  control." 

In  August  and  September  Toshiba 
ran  up  from  450  yen  to  830,  then  fell 
most  of  the  way  back  in  October.  Mit- 
subishi Electric  went  from  400  to  610, 
then  fell  back  to  where  it  started.  Ta- 
kaoka  Electric  Manufacturing  ran 
from  1,000  to  more  than  1,600,  then 
back  again,  all  within  a  month. 

It  should  come  as  little  surprise, 
then,  that  the  Nikkei  average  took  a 
10%  drop  last  fall  at  the  same  time 
that  the  Ministry  of  Finance  investi- 
gation forced  the  tokkin  gunslingers  to 
holster  their  pistols.  Later  on  the  mar- 
ket resumed  its  normal  upward 
course,  with  the  tokkin  managers 
showing  more  discretion. 

But  mass  market  moving  is  still 
rampant.  In  January  and  February  the 
brokerage  firms  started  pushing  finan- 
cial companies'  stocks,  and  85  out  of 
94  hit  new  highs  well  above  previous 
levels.  Lately  the  steel  industry, 
which  for  the  most  part  is  beginning 
to  look  the  way  the  U.S.  industry 
looked  a  decade  ago,  has  been  on  a 
sharp  run,  for  no  apparent  reason. 

At  this  point,  a  little  history  is  in 
order.  Though  few  Westerners  know 
it  and  many  Japanese  have  chosen  not 
to  remember,  the  Tokyo  Stock  Ex- 
change went  in  the  tank  in  1964,  the 
unintended  consequence  of  the  Inter- 
est Equalization  Tax  imposed  on  U.S. 
investors  by  President  Kennedy. 

What  happened  was  this:  Rather 


than  pay  the  15%  penalty  required  to 
continue  buying  Japanese  equities, 
American  investors  unloaded  them 
en  masse.  The  Europeans  followed, 
and  the  Japanese — seeing  the  foreign- 
ers heading  for  the  door — tried  to  get 
out,  too.  But  there  wasn't  any  door. 
The  big  four  brokerage  houses,  which 
were  simultaneously  encouraging  a 
mutual  fund  habit  among  Japanese 
and  underwriting  large  issues  of 
shares  to  sell  to  the  funds,  got  stuck 
going  the  wrong  way.  With  $200  bil- 
lion in  foreign  funds  currently  invest- 
ed in  Japanese  stocks,  the  effect  of  any 
kind  of  exodus  today  could  be  a  lot 
more  painful  than  it  was  a  quarter  of  a 
century  ago,  when  the  total  was  a  few 
billion  dollars  at  most. 

The  1964  collapse  was  checked 
by  the  Japanese  government. 
Rather  than  let  the  mar- 
ket disintegrate,  the  ever-vigilant  gov- 
ernment organized  a  buying-  pool  of 
banks  and  insurance  companies.  They 
bought  enough  shares  to  keep  the  bro- 
kerage houses  solvent — and,  totally 
by  accident,  ended  up  buying  vast 
amounts  of  stock.  It  worked  out  rath- 
er well:  The  buying  came 
at  what  turned  out  to  be  a 
historic  low.  But  could 
any  government  check  a 
panic  in  a  market  that  has 
grown  as  big  as  Tokyo's? 

Paul  Aron,  the  Brook- 
lyn-born vice  chairman  of 
Daiwa  Securities  America 
in  New  York,  tells  the  tale 
of  the  1964  collapse  with 
great  relish.  Aron  has 
been  invested  in  Japanese 
stocks  for  almost  20  years 
and  has  made  a  fortune. 
"In  Japan  they  say,  'Jesus 
Christ  saves,  Confucius 
invests,'  "  Aron  jokes. 

Aron  concedes  that 
Confucius  is  not  so  much 
investing  now  as  he  is 
speculating,  but  he  is  not 
willing  to  call  a  top.  "When  the  Nik- 
kei was  at  1800,"  he  says,  "I  was  as- 
sured by  everyone  that  the  market 
was  at  a  top.  At  7000,  everyone  said 
that  P/Es  were  out  of  this  world.  Ev- 
eryone has  said  for  the  past  year  that 
the  market  will  crash,  and  at  one 
point  they're  going  to  be  right."  No- 
body knows  when  the  point  will  be 
reached  and  nobody  likes  to  miss  out 
on  a  party.  But  how  do  you  judge  a 
stock  market  that  seems  to  owe  its 
pricing  more  to  the  spirit  of  Zen  than 
to  the  logic  of  value?  ■ 


Nomura  Securities, 
Japan's  largest  brokerage 
house,  is  valued  on  the 
Tokyo  Stock  Exchange  at 
$71  billion,  more  than  all 
the  securities  firms  in  the 
U.S.  combined. 
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e  Japanese  are  not  winning  every  mar- 
ket they  attack,  and  on  Wall  Street  they 
seem  to  be  losing  rather  badly. 

Comparative 
disadvantage 


By  Peter  Fuhrman 

Iast  spring  Nomura  Securities  In- 
_  ternational,  Inc.  sent  one  of  its 
I  senior  Japanese  executives  in 
New  York  to  a  training  course  orga- 
nized by  McKinsey  &  Co.  He  was 
supposed  to  learn  the  secret  to  win- 
ning American  corporate  clients.  In- 
stead, he  reported  back  to  a  gathering 
of  the  firm's  senior  Japanese  manage- 
ment: "Nomura  may  be  in  New  York, 
but  it  is  still  run  entirely  by  Japanese 
for  Japanese."  His  superiors  were  not 
pleased. 

In  the  last  three  years  Nomura  Se- 
curities, Daiwa  Securities,  Nikko  Se- 
curities and  Yamaichi  Securities  have 
spent  $234  million  to  expand  their 
U.S.  business.  But  the  four  firms  ac- 
quired few  new  U.S.  clients  in  tradi- 
tional investment  banking  and  equity 
trading.  Their  attempts  to  build  these 
departments  to  compete  against  the 
likes  of  First  Boston,  Salomon  Broth- 
ers and  Goldman,  Sachs  have  thus  far 
failed.  They  still  serve  primarily  the 
same  Japanese  retail  and  corporate 
customers  they  serve  back  home. 

All  four  did  earn  money  in  the  U.S. 
last  year,  thanks  to  their  Japanese 
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clients'  appetite  for  U.S.  government 
obligations.  But  that  source  of  income 
is  much  less  certain  this  year.  In  any 
case,  whatever  the  Japanese  houses 
made  here  is  small  change  compared 
with  what  big  U.S.  investment  firms 
earned  last  year:  Salomon,  S516  mil- 
lion; Merrill,  $469.2  million;  and 
Morgan  Stanley,  S201.3  million. 

It  comes  down  to  this:  Japan's  much 
paraded  management  style — which 
emphasizes  consensus-building  and 
strong  central  control — works  well 
for  assembly-line  manufacturing.  But 
it  is  a  clumsy  instrument  in  the  split- 
second  decision  making  required  in 
financial  markets. 

The  brokerage  firms'  Tokyo  home 
offices  call  the  tune  on  prices,  strate- 
gy and  quotas,  and  local  management 
dances.  In  order  to  win  market  share, 
the  managers  back  in  Tokyo  have 
been  lowballmg  bids  and  accepting 
dangerously  thin  margins.  In  their  re- 
cent bond  offerings  for  General  Elec- 
tric Credit  Corp.  and  Rockwell  Inter- 
national, Nomura  and  Daiwa  (respec- 
tively, the  lead  underwriters  on  the 
two  deals)  underbid  U.S.  firms  by  at 
least  ten  basis  points — a  large  spread. 
"The  photocopying  bill  for  Nomura's 


deal  is  higher  than  the  profits 
chides  the  syndication  manager  at 
big  U.S.  firm. 

The  predatory  pricing  angers  Amel 
ican  brokers,  who  often  refuse  to  c  l 
the  Japanese  in  on  their  own  mo  I 
lucrative  syndication  deals.  "The  Jal 
anese  brokers  all  have  enough  mom 
to  be  major  players  in  any  mark 
they  choose,"  says  James  Needham, 
former  New  York  Stock  Exchanj 
chairman  who  once  served  as  a  seni' 
consultant  to  Nomura.  He  adds  dipl 
matically:  "But  they  want  to  do  bue 
ness  here  according  to  the  rules 
Tokyo,  and  they  haven't  seen  a  reasc 
to  adapt  fully  to  the  U.S.  market." 

Suppose,  for  example,  that  the  Jap 
nese  firms  discover  that  a  prospecth 
U.S.  client  is  considering  listing  c 
the  Tokyo  Stock  Exchange.  The  Jap 
nese  brokers  will  ignite  a  buying  sprt 
of  the  U.S.  firm's  shares.  This 
meant  to  display  the  benefits  of  offe 
ing  shares  to  Japanese  customer 
Getting  the  prices  up  is  easy  enougl 
but  keeping  them  up  is  much  moil 
difficult  in  the  highly  liquid  U.S.  ma  I 
kets  than  on  the  thinner  Tokyo  e: 
change.  So  the  U.S.  firm's  stock  pru 
slips  back,  and  the  brokerage  firm 
Japanese  clients  often  fail  to  mak 
money  on  their  U.S.  equity  purchase 
Bad  feelings  all  around. 

Dissatisfaction  among  many  of  th 
firms'  American  employees  rur 
high.  Japanese  firms  offer  ego-infla 
ing  titles,  but  defections  are  commor 

Needham  offers  one  explanation  fc 
the  turnover:  "The  Japanese  ha\ 
been  slow  to  surrender  control  of  the 
firms  or  their  capital."  Denied  mear 
ingful  power  inside  the  firms,  som 
U.S.  employees  are  deserting  Japanes 
houses.  The  equity,  investment  banl 
ing  and  research  departments  at  Nc 
mura  have  lost  24  people  since  Jam 
ary  1986.  Daiwa,  which  has  an  Amer 
can  vice  chairman,  is  often  single 
out  for  its  low  turnover. 

The  adjustment  problems  of  Japan' 
big  four  brokerage  houses  have  rek 
vance  to  the  future  of  the  Japanes 
economy.  The  basis  of  Japan's  post 
war  economic  miracle  has  been  th 
development  and  production  of  high 
quality  goods  at  home,  and  their  sub 
sequent  export.  Americans  were  re 
lied  upon  only  for  marketing.  But  ii 
finance,  and  other  service  businesse 
where  the  Japanese  see  the  future,  th 
rules  are  different.  Success  there  wil 
require  Japanese  companies  to  d' 
business  more  like  the  U.S.  firms  the 
compete  with. 

If  Wall  Street  continues  to  be  flexi 
ble  and  innovative,  finance  is  one  are 
in  which  Japanese  ambitions  can  h 
contained.  ■ 
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an  idea. 


For  what? 

The  greatest  executive  tool  ever— 
the  ultimate  desk  communications 
system.  While  you're  out,  it  lakes 
messages.  You  call  in,  it  tells  you 
what  they  are,  llien  you  can  dictate— 
a  response,  reports,  reminders. 

What  about  when  you  re  at  your  desk? 

II  keepsa  directory  of  100  numbers 
and  dials  any  one  automatically. 
It  screens  calls.  It  records  at  the 
sound  of  your  voice.  And  even 
separates  you r  letters,  notes  and 
priority  work.  Plus  you  can  send 
visual  messages  via  the  display 
to  your  secretary  and  stall'. 

Amazing.  Is  thdtdll? 

Not  even  half.  Hook  it  up  to  a  PC 
anywhere  in  the  office  for  a 
dozen  more  amazing  feats,  like 
scheduling,  or  receiving  and 
printing  electronic  mail. 

Any  executive  I  know  will  flip  over  this. 

Including  our  man- 
agement 


Connexions™ 
voice  processing  system 
by  Dictaphone 
A  Pitney  Bowes  Company 
For  details  call 
800-MR  BOWES,  ext.  364. 


A  climate  that  grows  ideas 

HI  Pitney  Bowes 


Outsiders  from  down  under  have  accom- 
plished the  seemingly  impossible — a  hostile 
takeover  of  a  limited  partnership. 

A  drum,  a  drum, 
Renouf  doth  come 


By  Howard  Rudnitsky 


acbeth,  you  will  recall, 
had  it  on  good  authority  that 
none  born  of  woman  could 
take  him  over.  You  also  remember 
what  happened  to  him. 

Seemingly  just  as  secure  against 
raiders,  on  even  harder  evidence,  was 
Joseph  Mitchell,  64,  chairman  of 
EDM  Equities,  which  managed  Los 
Angeles-based  Benequity  Holdings. 
Joe  Mitchell  had,  he  thought,  an  un- 
shakable grip  on  Benequity,  a  publicly 
traded  limited  partnership  with  S192 
million  in  commercial  real  estate 


holdings.  After  all,  as  in  most  limited 
partnerships,  effective  control  of  Ben- 
equity's  day-to-day  operations  lay 
with  the  general  partner,  an  entity 
owned  by  Joe  Mitchell  and  his  son, 
Jonathan. 

Further  strengthening  their  posi- 
tion, Mitchell  and  son  owned  11%  of 
the  limited  partnership  share  units, 
and  other  members  of  the  founding 
family  owned  23%.  What  raider  could 
hope  to  take  over  Benequity? 

Nevertheless,  Mitchell  is  now 
out — bought  out,  to  be  precise — al- 
though six  months  ago  he  had  no  in- 
tention of  selling  and  had,  in  fact, 


successfully  held  at  bay  the  likes 
Goldome,  the  aggressive  ($14.6  1! 
lion,  assets)  savings  bank  holdi 
company,  and  no  less  than  Iv 
Boesky. 

The  successful  raider  is  Rene 
Corp.  International,  a  jointly  own 
Australia/New  Zealand  investme 
company.  Before  Renouf,  no  raic 
had  figured  out  how  to  take  ovei 
publicly  traded  limited  partners!" 
whose  management  was  so  soli 
entrenched. 

Joe  Mitchell  was  no  pushover.  Bt 
equity  Holdings  had  been  the  co 
mercial  real  estate  portfolio  of  a  larj. 
publicly  traded  company,  Benefic 
Standard  Corp.,  built  by  Joe  Mite 
ell's  father,  Edward.  The  old  man  h 
come  to  the  U.S.  from  Poland  a  pent 
less  immigrant  and  died,  at  95,  aft 
building  a  sizable  insurance  busint 
and  developing  a  lot  of  real  estate. 

In  1984,  eight  months  before  E 
ward  Mitchell's  death,  plans  were  a 
nounced  for  a  complete  liquidation 
Beneficial  Standard.  Scenting  undt 
valued  assets,  Boesky,  who  had 
ready  begun  acquiring  Beneficil 
Standard  shares,  added  to  his  stake; 
reached  7.6%.  Mitchell  neutralizi 
Boesky  by  initially  selling  off  the  l 
surance  operations,  paying  investo 
S13.50  a  share.  At  the  same  time  1 
spun  off  the  real  estate  holdings  ar 
formed  a  limited  partnership.  Th 
maneuver  enabled  investors  to  avo 


•v. 


tttl 


i»5 


Renequity's  Beneficial  Plaza  headquarters  in  Los  Angeles 

"Without  the  Mitchells'  agreeing  to  sell,  no  deal  was  possible. 
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CUSTOMER  INFORMATION  FROM  GENERAL  MOTORS 


Rem 
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HOW  TO  RUN  A  FACTORY 
WITHOUT  ANY  NECKTIES 

LET  THE  PEOPLE  PARTICIPATE  IN  MANAGING  THE  BUSINESS 


When  General  Motors  worked 
out  its  strategy  for  the  Eighties,  it 
was  clear  that  the  development  of 
a  new  method  of  production  would 
have  to  proceed  along  two  lines: 
technology  and  people. 

GM  was  able  to  work  out  the 
technology  for  most  of  the  demands 
of  the  new  method.  But  we  still 
needed  new  talents,  new  skills. 
So  we  acquired  EDS,  and  then 
Hughes  Aircraft.  These  potent 
new  resources  are  now  working 
closely  with  GM  scientists  and 
engineers  in  putting  technology 
to  work. 

But  technology  alone  is  not 
a  new  method  of  production.  Our 

goal  was  to  integrate  new  tech- 
nology with  new  social  systems  in 
a  human  partnership  that  gives 
people  authority  over  machines 
and  responsibility  for  their  work. 
And  that  isn't  easy.  There  were 
major  questions  to  be  answered, 
questions  really  never  asked  be- 
fore. Could  old  patterns  be  broken 
down?  Did  the  Japanese  or  the 
Europeans  have  the  answer  in  their 
management  systems?  Could  we 
unleash  the  creativity  and  man- 
agement skills  of  people?  Was 
there  something  uniquely  Ameri- 
can that  could  supply  the  com- 
petitive edge? 

Today,  the  answers  can  be 
seen.  Take  the  new  General 
Motors  assembly  plant  in  Fort 
Wayne,  Indiana.  Here  we  are 


building  our  new  full-size  pickup. 
There  are  no  people  known  as 
supervisors  or  hourly  workers. 
They  are  called  advisors  and 
associates. 

At  one  time,  in  every  GM 
plant,  the  managers  wore  neck- 
ties. Not  at  Fort  Wayne.  The 
necktie,  long  the  symbol  of  the 
distinction  between  white-collar 
and  blue-collar  workers,  has  been 
banished. 

Symbols  aren't  everything, 
of  course,  but  the  symbols  of  con- 
frontation have  been  replaced  by 
the  symbols  of  cooperation.  Every- 
body eats  together,  parks  together, 
and  works  together. 

The  people  who  build  vehi- 
cles decide  a  lot  of  what  goes  on 
in  the  plant.  They're  involved  in 
choosing  the  lighting  for  their 
areas,  because  they're  the  ones 
who  need  the  light.  They  help 
determine  how  jobs  will  be  done, 
because  they're  the  ones  who  do 
them.  They  even  help  decide 
which  tools  to  use,  right  down  to 
the  grade  of  sandpaper  that's  best 
for  a  specific  job. 

The  people  who  work  in  this 
new  truck  plant  are  learning 
how  the  plant  runs,  what  things 
cost,  how  customers  respond  to 
their  work.  And  they're  smart 
enough  to  put  that  knowledge  to 
good  use. 

Everyone  in  the  plant  knows 
about  computers  and  is  learning  to 
use  a  terminal.  Everyone  knows 
how  to  work  with  associates  in  a 
team.  Everyone  understands  that 
there  is  a  high  level  of  technology 
in  the  plant  and  is  striving  to  get 
the  most  out  of  it. 


The  president  of  the  local 
union  in  Fort  Wayne  says  that 
there  has  been  a  change  in  the 
culture  of  the  plant.  People  now 
consider  their  work  a  craft.  They 
get  involved  and  like  being 
involved.  They  want  even  more 
involvement. 

It  took  thousands  of  hours 
of  education  and  the  common 
sense  to  find  the  right  mix  of 
people  and  technology  for  this 
new  method  of  production. 
The  result  of  all  of  this  work  and 
thought  and  investment  is  in  the 
products.  Our  customers  will  be 
getting  world-class  trucks.  In  fact, 
we  expect  the  quality  of  these 
trucks  to  set  the  standard  for  the 
world. 

Putting  people  in  charge  of 
technology  in  a  new  method  of  pro- 
duction is  the  competitive  edge. 

The  vision  is  paying  off. 

This  advertisement  is  part  of 
our  continuing  effort  to  give 
customers  useful  information 
about  their  cars  and  trucks  and 
the  company  that  builds  them. 


Chevrolet  •  Pontiac 
Oldsmobile  •  Buick 
Cadillac  •  GMC  Truck 


the  double  payment  of  taxes  on  the 
liquidation  of  Beneficial  Standard. 
Boesky,  frustrated,  sold  his  shares  for 
less  than  he  paid  for  them. 

Goldome's  move  against  Mitchell 
was  as  sizable  as  Boesky's  but  no 
more  successful.  Having  built  a  5.5% 
stake  in  Benequity  Holdings  in  1986, 
Goldome  proceeded  to  woo  Mitchell 
in  a  gee-we-ought-to-get-together 
fashion  and  at  the  same  time  tried  to 
break  the  family's  solidarity.  In  early 
December  Goldome  succeeded  in 
buying  100,000  Benequity  units,  at 
about  S23  a  share,  from  a  sister  of  Joe 
Mitchell,  but  still  got  nowhere.  Then 
the  Australians  made  their  move. 

Renouf  Corp.  is  headed  by  Sir  Fran- 
cis Renouf,  a  major  figure  in  invest- 
ment banking  in  Australia  and  New 
Zealand.  Renouf 's  top  executives  had 
been  eyeing  Benequity  for  a  month. 
Within  a  week  of  Goldome's  last  be- 
lated attempt,  Renouf  offered  to  ac- 
quire Goldome's  7.3%  stake  by  buy- 
ing an  option  on  the  418,500  units.  By 
mid-December  Renouf  controlled 
25%  of  Benequity  shares,  at  a  relative- 
ly low  capital  outlay.  Renouf's  threat 
became  suddenly  plausible,  and  the 
Mitchell  partnership  filed  a  suit  to  bar 
Renouf  from  acquiring  additional 
Benequity  shares. 

Renouf  countered  with  a  suit  alleg- 
ing management  entrenchment  and 
that  the  fees  and  expenses  the  Mitch- 
ells were  claiming  for  themselves  and 
their  associates  were  grossly  exces- 
sive— more  than  45%  of  partnership 
revenues. 

But  even  as  Renouf  was  hitting  them 
with  a  lawsuit,  it  offered  the  Mitchells 
a  carrot — an  innovative  two-tier 
tender  offer  aimed  at  putting  irresist- 
ible pressure  on  the  Mitchells  to  sell. 
Financed  by  Westpac  Banking  Corp., 
Australia's  largest  bank,  the  deal  of- 
fered S30  a  share  if  the  Mitchells  would 
agree  to  step  down,  or  S28  a  share  if 
Renouf  had  to  fight  for  control.  "That 
tactic  was  necessary  because  foe 
Mitchell  and  his  son  owned  100%  of 
the  management  company,"  a  Renouf 
executive  points  out.  "Without  their 
agreeing  to  sell,  no  deal  was  possible." 

Renouf's  management  figured — 
correctly,  to  judge  by  what  followed — 
that  the  Mitchells,  who  were  now 
part  of  the  Los  Angeles  business  es- 
tablishment, were  not  eager  for  a 
noisy  court  battle. 

After  a  series  of  intense  negotia- 
tions lasting  four  days,  Renouf  agreed 
to  raise  the  price  by  SI  a  unit,  to  S31. 
Joe  Mitchell  stopped  fighting  and 
urged  all  investors  to  tender  their 
units.  By  late  March  Renouf  had  ac- 
quired 95%  of  Benequity  Holdings. 
He  had  done  what  seemed  undoable: 


dislodged  the  Mitchells. 

Not  that  the  Mitchells  are  exactly 
bleeding.  The  Mitchell  family  had 
$62  million  pretax  to  show  for  their 
pains.  And  their  investors  have  no 
reason  to  complain.  Late  last  year, 
before  Renouf  Corp.'s  move's  became 
visible,  Benequity  Holdings'  unit 
shares  were  traded  at  around  S23  a 
unit.  The  Renouf  tender  at  S31  result- 
ed in  a  35%  gain  in  less  than  five 
months  and  an  even  larger  gain  for  the 
holders  over  the  S18-per-umt  price  in 
early  1986. 

But  wait  a  minute.  Didn't  Renouf 
pay  a  stiff  price?  Yes,  but  Renouf  fig- 


By  Richard  C.  Morais 

In  the  late  Middle  Ages,  Fleet 
Street,  the  narrow  London  thor- 
oughfare stretching  1,000  yards 
east  from  the  Savoy  Hotel  to  Ludgate 
Hill,  was  a  showplace  for  freaks,  fire- 
eaters  and  elephants.  No  surprise, 
then,  that  lournalists  would  come 
next.  Printers  began  appearing  in  the 
late  15th  century.  Fleet  Street's  first 
newspaper,  The  Daily  Courant,  began 
publishing  in  1702.  Samuel  Johnson 
worked  on  his  Lives  of  the  Poets  (pub- 
lished 1781)  in  his  house  not  far  from 
what  became,  two  centuries  later,  the 
headquarters  of  the  Daily  Mail,  where 
Evelyn  Waugh  dipped  his  sardonic 
quill.  Fleet  Street  and  its  environs 
have  long  been  the  center  of  gravity 
for  English-language  journalism  and 
publishing. 

Now  the  journalists,  like  the  freaks, 
fire-eaters  and  elephants  before  them, 
are  leaving. 

"The  presses  are  going  down  to  the 
docks  [on  the  Thames],"  reports 
Frank  Barlowe,  chief  executive  of 
newspapers  at  Pearson  Pic,  publisher 
of  the  Financial  Times,  "and  the  edito- 


ures  there  is  still  plenty  left  in  t\ 
deal  for  it.  Benequity  has  little  debt 
about  S41  million  on  some  S240  m 
lion  worth  of  income-producing, 
most  fully  leased  real  estate.  Rene 
can  easily  put  another  S100  million 
mortgage  financing  on  those  propi 
ties  at  today's  attractive  interest  rat 
and  pull  out  the  cash  to  buy  mc 
properties  and  do  some  joint  venture 
It  takes  no  witchcraft  to  predi 
that,  flushed  with  success,  Renouf 
looking  to  take  over  yet  another  pu 
lie  limited  partnership.  By  the  pne 
ing  of  Forbes'  thumb,  somethi: 
Australian  this  way  comes.  ■ 


rial  operations  are  going  all  over  th 
city."  Says  Charles  Wintour,  form< 
editor  of  the  Evening  Standard,  ovt 
roast  beef  at  Simpson  on  the  Strant 
"The  whole  thing  is  breaking  up." 

The  breakup  began  in  1980,  whe 
Rupert  Murdoch  bought  the  Times  c 
London.  In  1986  he  took  on  Britain 
hindsightful  printers  unions  and  be 
gan  printing  the  Times  on  state-of-th« 
art  presses  situated  not  on  Fleet  Stree 
but  in  low-rent  Wapping,  an  East  Lor 
don  section  on  the  River  Thame: 
Cost  savings:  about  30%. 

Basking  in  Murdoch's  victory  ove 
the  unions,  London's  other  majc 
newspaper  publishers  will,  within  th 
next  two  years,  have  established  thei 
own  production  facilities  away  fror 
Fleet  Street.  And  this  newspaper  dias 
pora  follows  no  political  line. 

The  Guardian,  spiritual  guide  fo 
the  mushy  left,  is  moving  to  th 
docks,  and  Robert  Maxwell's  nev 
working-class  paper,  the  London  Dail 
News,  is  being  printed  in  the  suburbs 
The  middle-of-the-road  Observer 
meanwhile,  is  heading  south  of  th' 
Thames,  to  Battersea.  By  July  198j 
Pearson  Pic.  will  have  moved  pnntin; 


From  Dr.  Johnson  to  Evelyn  Waugh,  som 
of  England's  best  writers  worked  on  Flee 
Street.  But  now  that  publishe}~s  are  goin^ 
down  to  the  river,  bankers  and  stockbro 
kers  are  moving  in. 

"The  whole  thing 
is  breaking  up" 
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Perfiaps  you  carit  see 
he  future.  But  you  can 


get  weekly  glimpses. 


This  is  for  all  those  people  who  were 
passed  over  when  the  gift  of  prophecy  was 
passed  out. 

You  have  that  in  common  with  some 
five  billion  other  people.  How  is  it,  then, 
that  certain  numbers  of  them  seem  to  reg- 
ularly outperform  both  the  odds  and  the 
stock  market  averages? 

Maybe  they're  simply  good  at  spotting 
and  interpreting  certain  foreshadowings— 
the  same  foreshadowings  that  make  weekly 
appearances  in  the  pages  of  Barron's. 

These  might  cover  the  sudden  earn- 
ings upsurges  that  often  signal  major 
changes  in  a  stock's  fortunes.  (We  monitor 
earnings  for  thousands  of  companies  in 
every  issue.) 

They  might  include  overseas  devel- 
opments that  augur  well  for  certain 
foreign  stocks.  (We  cover  15  foreign 
markets  in  every  issue.) 

Or  they  may  include  emerging 
companies  overlooked  by  the  gen- 
eral public— but  not  by  the  analysts 
and  observers  interviewed  regularly 
in  Barron's. 

That  may  not  add  up  to  a 
guarantee  of  success,  but  it  is  a 
head  start.  After  all,  since  you 
can't  see  the  future,  you  might 
as  well  do  the  next  best  thing: 
Be  in  the  right  place  (a 
newsstand)  at  the  right  time 
(this  weekend).  Or  you  can 
subscribe  by  calling*  1-800- 
345-8000,  Ext.  187 


BARRON'S 

HOW  THE  SMART  MONEY 
GETS  THAT  WAY. 
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Our  management  at  The  Standard  Oil  Company 
las  a  not-so-standard  way  of  looking  at  our  assets. 

The  most  valuable  aren't  the  ones  we  find 
>etween  layers  of  rock  They  are  the  ones  we  find 
>etween  people's  ears. 

That  we  have  2.4  billion  barrels  in  oil  reserves  is,  of 
:ourse,  very  important. 

But  what's  most  important  is  our  commitment  to 
nanage  our  material  assets  by  using  our  mental  ones, 
fery  actively.  To  get  maximum  value  for  them  in  return. 

Standard  Oil's  management  strategy  means  more 
nan  just  managing  to  reduce  costs. 

It's  managing  to  extend  strong  gasoline  marketing 
5chniques  into  trustworthy,  high-tech  car  service. 

It's  managing  to  recover  previously  unobtainable 
:rude  oil  with  3-D  seismic  and  horizontal  drilling. 

It's  managing  to  lead  with  new  chemical  proc- 
isses  and  advanced  ceramic  materials. 

At  Standard  Oil,  we  intend  to  be  among  the  most 
;uccessful  of  the  domestic  oil  companies  by  being 
among  the  most  active.  By  buying  and  selling  assets. 
And  by  fast,  creative  trading  in  oil,  coal,  metals,  and 
money 

Our  investors  know  that  barrels  of  oil  are  very 
much  alike.  But  that  oil  companies  are  not 

STANDARD  OIL  NOT  STANDARD  THINKING 

The  Standard  Oil  Company  is  the  original  Standard  Oil  founded  in  Cleveland,  Ohio,  in  1870. 


of  the  Financial  Times  from  Bracken 
House,  across  from  St.  Paul's  Cathe- 
dral, to  a  new  building  in  London's 
docklands.  Associated  Newspapers, 
parent  company  of  the  conservative 
Daily  Mail  and  Mail  on  Sunday,  is  mov- 
ing its  presses  to  the  Surrey  docks  and 
its  reporters  into  space  above  Barkers 
department  store,  out  on  Kensington 
High  Street.  The  Daily  Telegraph,  the 
high  Tory's  bible,  is  moving  journal- 
ists and  presses  alike  to  East  London's 
Isle  of  Dogs.  So  it  goes. 

Out  go  the  pressmen.  In  come  the 
property  developers.  The  newspapers' 
exodus  is  putting  commercial  space 
by  the  hundreds  of  thousands  of 
square  feet  onto  the  market  at  a  time 
when  London's  financial  district,  the 
City,  is  bursting  its  western  borders 
and  spilling  into  Fleet  Street  and  the 
area  around  it.  The  Daily  Telegraph's 
building  at  No.  135  Fleet  Street, 
which  was  snapped  up  by  Goldman, 
Sachs  at  an  undisclosed  price,  will 
become  Goldman's  European  head- 
quarters when  construction  is  com- 
pleted around  1990.  Morgan  Stanley 
spent  $145  million  for  an  old  boys 
school  around  the  comer. 

Last  month  the  Japanese  construc- 
tion giant  Kumagai  Gumi  bought  two 
linked  buildings  from  Rupert  Mur- 
doch's News  International.  Kumagai 


Fleet  Street  looking  toward  St.  Paul's  Cathedral  today  (top)  and  eighty  years  ago 
(below).  The  center  of  gravity  for  Englisl>language  journalism  and  publishing 
for  centuries,  historic  Fleet  Street  has  been  home  to  writers  ranging  from  Samuel 
fohnson  to  Evelyn  Waugh.  But  as publisfjers,  led  l?y  Rupert  Murdoch,  modernize 
their  production  facilities,  the  journalists  are  moving  out,  and  the  investment 
bankers  and  financial  services  executives  are  moving  in. 
Says  one  veteran  editor,  "The  whole  thing  is  breaking  up. " 


The  Bertrrunn  Archive  BBC  Hukor 


152 


FORBES,  MAY  18,  1987 


Gumi  purchased  the  space  for  $115 
million — without  a  specific  tenant 
lined  up — and  intends  to  rebuild  it 
for  about  $72  million.  That  works 
out  to  a  total  purchase  price  of  $817 
per  net  rentable  square  foot  of  office 
space.  Similar  property  is  currently 
renting  for  $55  per  square  foot,  and 
British  government  long  bonds  are 
yielding  about  9%.  But  developers 
have  been  willing  to  take  lower 
yields  on  the  speculation  that  Fleet 
Street  rents  are  going  to  continue  to 
rise.  They  have,  after  all,  doubled  in 
the  last  two  years. 

Besides  the  location,  developers  are 
attracted  to  Fleet  Street  by  its  rela- 
tively lenient  zoning  laws.  Thanks, 
for  example,  to  special  exemptions 
given  to  departing  newspaper  publish- 
ers, Kumagai  Gumi  can  convert  News 
International's  old  press  space  into 
expensive  office  space,  as  long  as  it 
retains  the  old  Fleet  Street  facade.  An 
added  attraction:  Fleet  Street  area 
property  taxes  are  favorable  at  less 
than  $17  a  square  foot,  compared  with 
more  than  $25  a  square  foot  in  the 
prestigious  center  of  the  City,  al- 
though an  expected  reassessment  will 
narrow  the  gap. 

Depending  on  their  niche,  Fleet 
Street's  merchants  seem  caught  be- 
tween nostalgia  and  greed.  "We've 
lost  the  printer  who  came  in  in  over- 
alls," complains  Wendy  Kehoe,  a 
staffer  at  S.  Reid  Ltd.,  a  luggage  and 
shoe  repair  shop  at  No.  90  Fleet 
Street.  At  a  favorite  press  operators' 
pub,  the  Cheshire  Cheese,  founded  in 
1254  and  modernized  in  1667,  busi- 
ness is  already  off. 

But  once  the  dust  settles  and  the 
new,  high-paid  City  executives  arrive, 
tonier  shops  and  restaurants  are  cer- 
tain to  follow.  "In  the  long  run  the 
change  will  be  beneficial,"  says  Fer- 
gus Antony  Falk,  a  local  independent 
councilman.  "Before,  large  numbers 
[of  workers]  worked  between  10  p.m. 
and  5  a.m.  They  couldn't  spend  mon- 
ey. But  the  people  who  are  going  to  be 
employed  in  the  area  will  be  here 
when  the  shops  are  open." 

Down  at  the  Stab  in  the  Back,  a 
dingy  neighborhood  pub  with  torn  li- 
noleum floors,  Guinness-swilling 
newsmen  complain  that  they'll  soon 
have  to  seek  new  watering  holes  in 
strange  locales.  But  that's  not  neces- 
sarily the  case.  At  El  Vino's,  the  fam- 
ous Fleet  Street  eatery-dnnkery  that 
refused  to  serve  women  at  the  bar 
until  forced  to  by  court  order  in  1982, 
manager  Paul  Bracken  says  homesick 
journalists  are  already  in  the  habit  of 
cabbing  from  Wapping  wharf  and  the 
Isle  of  Dogs  for  lunch  at  their  old 
haunt.  ■ 


Jacques  Calvet  has  orchestrated  a  stunning 
turnaround  at  Frances  Peugeot.  But  will 
the  Japanese  let  Calvefs  show  go  on? 

Let  them 
drive  Peugeots 


By  Richard  C.  Morals 


EVERYBODY  IS  SAYING  that  PSA 
is  recovering,"  says  the  French- 
man, referring  to  the  company 
that  makes  the  venerable  Peugeot  and 
Citroen  automobiles.  "But  it  is  not 
recovering  fast  enough." 

The  speaker  is  not  a  disaffected  in- 
vestor nor  even  a  Paris  bureaucrat,  but 
Peugeot  SA's  own  chairman,  Jacques 
Calvet.  Calvet,  56,  was  head  of 
Banque  Nationale  de  Paris  until  1982, 
when  he  joined  $17.3  billion  (1986 


estimated  revenues)  PSA,  the  world's 
seventh-largest  car  company.  Thus 
far,  Calvet  has  walked  on  water.  Be- 
tween 1980  and  1984,  PSA  lost  $1.4 
billion.  But  with  Calvet  at  the  helm, 
and  helped  by  the  weak  franc,  the 
company  earned  $89.5  million  in 
1985  and  probably  about  $350  million 
last  year.  "We  are,"  Calvet  promises, 
"going  to  make  more  in  1987  than  we 
did  in  1986,  and  as  much  in  1988  as  in 
1987."  On  the  Paris  bourse,  PSA  com- 
mon has  moved  up  to  1,600  French 
francs   ($263   at   current  exchange 


Alain  BizovVu-ContacT 


Jacques  Calvet.  chairman  of  Peugeot  SA 

"We  are  going  to  make  more  in  1987  than  we  did  in  1986. 
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A  Peugeot  505  rolling  off  the  production  line 
Will  a  redesigned  505  galvanize  U.S.  sales? 


ratesl,  triple  last  year's  price. 

Why,  then,  Caivet's  concern  about 
the  speed  of  PSA's  recovery?  The  Japa- 
nese, for  one.  "We  are  feeling  the  dol- 
lar/yen movement,"  says  Calvet. 
"With  their  margins  smaller  in  the 
U.S.,  the  Japanese  are  coming  back  to 
Europe,  where  the  yen  has  not  appre- 
ciated as  much." 

Last  year  PSA  increased  unit  sales 
in  the  European  Economic  Communi- 
ty by  16.3%.  Spectacular  gains  were 
recorded  in  Germany  (up  35.7%)  and 
the  U.K.  (up  19.5%).  PSA  did  lose 
market  share  in  France,  thanks  to  a 
rejuvenated  Renault.  Even  so,  PSA 
still  has  32%  of  the  market  (vs.  Re- 
nault's 33.4%).  This  is  largely  because 
the  Japanese  share  has  been  limited  by 
the  French  government  to  3%. 

But  Japanese  carmakers  are  coming 
on  strong  in  Europe.  They  edged  up 
their  share  of  the  EEC  market  from 
10.6%  to  11.6%  last  year.  In  the  first 
two  months  of  1987  Japanese  passen- 
ger car  shipments  to  the  EEC  climbed 
34%  over  the  same  period  last  year. 
And  Calvet  figures  the  European  com- 
mon market  will  be  free  of  internal 
car  barriers  by  1992.  PSA  must,  he 
says,  be  more  competitive  by  then. 

Calvet  spent  $1.3  billion — more 
than  PSA's  entire  cash  flow — last  year 
on  long-overdue  model  redesigns  and 
capital  improvements.  PSA  now  uses 


Japanese  and  U.S.  quality  control 
techniques.  The  work  force  has  been 
cut  sharply  by  offering  immigrant 
workers  incentives  to  return  home. 
All  this  is  helping  to  reduce  PSA's 
break-even  point  from  2.2  million 
units  in  1980  to  1.2  million  units  by 
1988,  Calvet  says. 

But  PSA  must  spend  still  more  if  it 
is  to  compete  at  home  and  abroad 
against  the  Japanese,  European  and 
U.S.  carmakers.  This  Calvet  must  do 
despite  the  fact  that  "the  financial 
structure  of  the  company  is  still  quite 
feeble."  Calvet  blames  that  on  the 
losses  of  the  previous  years.  PSA  is 
still  saddled  with  $5  billion  in  debt 
and  must  pay  a  high  3.3%  of  sales  to 
service  it. 

Ironically,  PSA's  return  to  profit- 
ability has  increased  the  pressure 
from  shortsighted  investors  for  Calvet 
to  restore  the  dividend,  dropped  six 
years  ago.  He  has  promised  to  do  so 
this  year.  But  that  doesn't  mean  he  is 
free  of  anxiety.  "I  am  aware  of  the 
dangers  ahead  of  us,"  Calvet  says.  "I 
know  that  things  can  change  very 
quickly,  and  that  we  can  plunge  back 
into  the  red." 

Building  on  PSA's  recent  momen- 
tum in  the  European  market,  Calvet 
is  trying  to  improve  the  company's 
uninspiring  performance  in  the  most 
important  market  of  all,  the  U.S.  mar- 


ket. In  1984  the  company  sold  20,00] 
cars  in  the  U.S.  Last  year's  volum< 
sank  to  14,336.  With  the  dollar  weak 
this  year  looks  worse — despite  PSA'il 
new  3.9%  financing  and  free,  three  I 
year  roadside  service  plan. 

After  PSA's  U.S.  dealers  revolted 
and  demanded  the  replacement  of  ton 
North  American  executives  two  year: 
ago,  Calvet  installed  a  new  U.S.  man 
agement  team  and  agreed  to  offe: 
more  variations  of  the  Peugeot  505  tc 
satisfy  customers'  tastes.  (Citroen; 
were  last  offered  in  the  U.S.  in  1974. 
He  has  also  committed  himself  to  in 
troducing  another  midrange  model,  £ 
brand-new  and  slightly  cheaper  Peu 
geot  405,  in  1988.  "Our  target,"  says 
Calvet,  "is  to  sell  50,000  cars  a  yeai 
(in  the  U.S.]  by  the  beginning  of  the 
1990s." 

With  some  luck,  Calvet  just  mighi 
hit  that  target.  A  redesigned  505  wil 
be  offered  within  the  next  couple  oi 
years.  Chances  are,  it  will  be  con- 
ceived as  thoughtfully  as  the  stylish 
aerodynamic,  smaller  models  now, 
rolling  off  PSA's  assembly  lines 
Priced  between  $14,200  and  $23,800 
the  Peugeot  505  is  competing  againsl 
the  Nissan  Maxima  (at  $17,000),  the 
Saab  900  series  (at  around  $19,000 
and  the  $23,500  Volvo  740  Turbo. 

These  are,  of  course,  serious  com- 
petitors. But  for  U.S.  customers  whe 
want  a  near-luxury  European  sedan 
but  don't  want  to  pay  BMW,  Jaguar  oi 
Mercedes  prices,  the  505  is  an  attrac- 
tive option. 

Caivet's  real  challenge,  here  and  in 
the  European  market,  is  to  produce  a 
car  that  not  only  looks  good  bul 
works  well,  too — and  is  perceived  tc 
work  well.  Although  Peugeot  and  Ci- 
troen quality  has  improved,  Calvet 
must  now  focus  attention  on  his  sup- 
pliers. "The  French  component  indus- 
try," says  University  of  Sussex  autc 
industry  specialist  Daniel  Jones,  "is  i 
mess."  The  company  is  demanding 
quality  guarantees  from  suppliers 
and  56%  of  the  components  are  now 
under  such  guarantees. 

Can  Calvet  meet  the  challenger 
Can  he  produce  a  car  that  will  attract 
the  crowd  that  now  buys  the  upmar- 
ket Scandinavian,  German  and  Japa- 
nese products? 

"In  Europe,  the  man  in  the  street 
knows  our  recent  cars  are  as  good  as 
any  foreign  cars,  particularly  the  Ger- 
mans'," insists  Calvet.  "We  have  to 
reach  the  same  image  in  the  U.S.  mar- 
ket, and  we  will  get  this  result.  In  two 
or  three  years  our  cars  will  have  a  new 
image." 

If  Japan's  carmakers  underestimate 
Calvet,  they  will  do  so  at  their  own 
peril.  ■ 


154 


FORBES,  MAY  18,  1987 


India  s  prime  minister  discusses  some  of  the 
outstanding  issues  between  his  country 
and  the  U.S.,  and  declares  flatly  that  India 
is  not  building  nuclear  weapons. 

"We  don't  have 
the  bomb" 

An  interview  with  Rajiv  Gandhi 


By  Pranay  Gupte 


India  >  Prime  Minister  Rajiv  Gandhi 

tthy  economy  but  serious  political  problems. 


In  his  two  and  a  half  years  in  ol 
fice,  Prime  Minister  Rajiv  Gandhi  ha 
disappointed  the  expectations  c 
many  Americans  who  had  hoped  fc 
better  Indo-U.S.  relations. 

Two  major  sticking  points  remair 
U.S.  military  backing  for  India's  un 
friendly  neighbor,  Pakistan,  and  In 
dia's  continued  support  for  the  Sovie 
position  on  most  international  issue* 
Meanwhile,  the  42-year-old  prim 
minister  faces  serious  problems  a 
home.  And  he  is  right  in  the  middl 
on  the  issue  of  nuclear  nonprolifera 
tion.  Fortunately  for  him,  the  pnvat 
sector  of  India's  mixed  economy  1 
booming. 

In  this  interview  with  Forbes  Con 
tnbuting  Editor  Pranay  Gupte,  Prim 
Minister  Gandhi  discusses  some  c 
these  issues.  Some  of  his  responses  t 
our  questions  are  open  and  frank,  bu 
others — as  when  he  is  asked  why  In 
dia  condemns  human  rights  viola 
tions  in  Chile  but  not  in  Cuba — ar 
clearly  no  answers  at  all. 

Forbes:  Does  Pakistan  have  tlx  capabilir 
of  building  nuclear  weapons,  as  som< 
people  claim? 

Gandlri.  There  is  clear  evidence  tha 
Pakistan  is  going  ahead  full  stean 
with  its  nuclear  weapons  program 
Statements  have  been  made  by  thei 
nuclear  scientists,  and  the  statement 
of  their  leaders  have  done  nothing  t< 
dispel  fears. 

What  is  the  U.S.  supposed  to  do  about  tht 
situation? 

Instead  of  wavering  with  waivers,  th< 
U.S.  has  the  power  to  restrain  Paid 
stan.  [In  the  U.S.]  perceptions  of  Pak 
istan's  strategic  usefulness,  which  ar< 
in  themselves  questionable,  seem  tc 
prevail  over  a  larger  concern  for  non 
proliferation.  We  are  baffled  at  th 
attempt  to  treat  this  as  a  bilatera 
issue  between  India  and  Pakistan. 

Is  India  producing  its  ou-n  nuclea 
weapons? 

After  our  peaceful  nuclear  expenmen 
in  1974,  we  have  done  no  furthe 
work  in  that  direction.  Our  nuclea: 
program  is  wholly  confined  to  energy 
and  medicine. 

Tlx  U.S.  may  soon  propose  tlx  sale  o, 
sophisticated  AWACS  planes  to  Pakistan 
on  the  grounds  that  tbey  are  needed  tc 
counter  tlje  Soviet  tlyreat  in  Afg/janistan 
Wjy  do  you  object' 

I  am  convinced  that  these  sophisticat 
ed  early-waming  systems  will  be  usee 
by  Pakistan  against  us.  Their  deploy 
ments  have  always  been  focused  on 
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We're  already 
making  plans  for 
theyear200Q 


Consolidated  Freightways  is  one  freight  trans- 
portation company  that  keeps  its  eyes  firmly  on  the 
road  but  isn't  afraid  to  think  about  things  down  the 
road.  But  we've  been  doing  this  for  years.  After  all,  we 
pioneered  the  use  of  doubles.  We  were  the  first 
to  provide  service  to  and  from  Canada,  Mexico  and 
Hawaii.  And  our  extensive  computer  system  is  the 
most  advanced  in  the  industry.  In  fact,  were  already 
experimenting  with  satellite  communications  between 
freight  terminals  and  our  central  computers.  And 
down  the  road  we're  planning  mobile  satellite  trans- 
miners  between  trucks  and  the  CF  computer  system. 
So  you  can  look  forward  to  superior  reliability, 
increased  capacity  and  lower  cost.  At  CF,  the  year 
2000  isn't  science  fiction,  it's  business  fact. 


COnSOUDOTED 
FREIGHTUJRVSjnC. 

The 
Company 

Miles  aheaD 


VITAL  TECh 

are  paying  dividends  in  aviatio 


Parker  is  so  deeply  involved  in  the 
aviation  and  aerospace  markets,  that  we  are  on 
virtually  every  aircraft  and  spacecraft  in  the 
free  world. 

We  have  reached  this  position  by  becom- 
ing totally  involved  in  new,  emerging  programs. 
By  having  Parker  products  and  systems 
specified  as  original  equipment,  we  maintain 
our  growth  rate  from  year  to  year. 

We  helped  aviation 
take  off. 

When  the  aviation  industry  was  just  begin- 
ning to  grow  some  60  years  ago,  Parker  was 
there  helping  to  design  the  required  systems.  We 


SPACE,  MISSILES  &  OTHER -7% 

COMMUTER  &  GENERAL  AVIATION  - 11% 

COMMERCIAL  TRANSPORT  -  24% 

HELICOPTER  - 10% 

BUI 

MILITARY  FIXED-WING  -48% 

Parker's  diversification  within  the 
aerospace  market  provides  solid, 
long-term  growth. 


were  there  on  the  first  flights  of  many  aircraft 
and  we're  still  there,  supplying  literally  thou- 
sands of  repair  and  replacement  parts  each 
year.  Aviation  not  only  represents  an  importai 
part  of  our  business  picture,  it  demonstrates 
our  attitude  to  business:  get  involved  early  an< 
stay  involved. 

Parker  is  currently  involved  in  two  new 
commercial  aviation  projects  which  we 
believe  will  develop  into  excellent  on-going 
programs. 

An  efficient  engine  of  the 
future. 
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The  highly     '•'     "yf  *V*v 
efficient  turbo- '.,»'''  f    »  ) 
propfan  engine  \  ..j 
of  the  future  will  '7     ,»  « 
employ  vital  /», 
technologies  / 
from  Parker.     .•'  ./ 


One  of  the  projects  is  the  new  turbo- 
propfan  engine,  which  is  expected  to  provide ; 
least  25%  fuel  savings  over  today's  turbofan 
engines.  Our  engineering  teams  are  also  currei 
at  work  on  parts  and  components  which  will  t 
widely  used  on  the  new  generation  of  medium 
range  transport  aircraft. 


nd  aerospace... 

Advanced  technology 
trijet. 
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\.r-V""«    V-  "V  -K*^  Parker 
\  .--i*--*1"    is  helping 

_.\-  "V  J--:$--"~"  this  new  MD-11 
j.--^---5^**     widebody  jet 

soar  with  advanced 
components  and  systems. 


i  xker  is  also  making  significant  contributions  to 
fb  new  McDonnell  Douglas  MD-11  widebody  jet. 
Ids  large-capacity  trijet,  offered  in  various  config- 
;ations,  provides  a  variety  of  cost-saving,  perfor- 
mance-improving features.  It  will  seat  up  to 
ix»»v    400  passengers  or  carry  a  100-ton  pay- 
\'\,'\  load.  This  fuel-efficient  jet  featuring 
j '  \    \    vertical  winglets,  will  have  a  range 
s'y\'  \  of  8, 800  nautical  miles.  In  addition, 
\  , \'y\   Parker  systems  and  components 
If       /  will  be  used  on  all  engine  , 


ght-saving  systems 
member  of  the  power 
plant  team,  and  we  fully  intend 
to  contribute  to  the  airframe  prototypes. 
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P^J^    options  offered  for  the  '/;""•"■'":•'•>•'■''■.■'■'..,''•  \  \  '\"'\:''r'\—'\  more  details 
MD-11.        ,.,„.  ^ ^vv///////.-. -v . ->v . .vv .  \^  /V  %  v ;; '\     annual  r 

lelping  our 

military  patrol      ^       V^p:  Vv ^^ti*!?- 


he  skies. 

We  also  have  a  long  and  successful 
ij  story  of  providing  vital  motion-control  tech- 
Dlogies  for  military  applications. 

For  example,  the  Air  Force's  Advanced 
iictical  Fighter  about  to  enter  demonstration/ 
ilidation,  may  utilize  new  high -pressure 
/draulic  systems.  Parker  has  already  made 
gnificant  contributions  to  these  self-contained, 


Parker  is  taking  part- 
everywhere. 

Parker  offers  over  100,000  different 
catalog  items  to  over  1 ,000  markets  such  as 
automotive,  biomedical,  industrial,  and  marine. 
We  are  meeting  customer  needs  for  original 
.^Nv  '7\>7  equipment  and  retrofit,  as 

we^  as  rePair  and  replacement. 
..-•4*VVv'V  This  provides  Parker  with  both 
••"/VVVvV  growth  and  stability. 

The  Vital  Technologies  of 
,,  Parker  are  setting  growth 
••"»..  records  like  never  before.  For 
,  write  for  our 
annual  report:  Parker 
Hannifin  Corpor- 
\  ation,Dept.  FB-4 
17325  Euclid 

Avenue, 
\  Cleveland, 
Ohio 
44112- 
"'  1290 

'>,...!■■■■  —  •'"•':*:::•  '•;  ■  ■  ••;  •  •    ■  ■  ■';  ■■■'>,.. :,,  .':>,..':    \  \ 
\   \   '••   '••  '••  \ 
Parker  is  '\''\"\"X"\'\"''r''''. 
currently  involved    '  ■.'!::'':•■•'> 


in  developing  self 
contained,  high-pressure 
hydraulic  systems  of  the  type 
that  may  be  used  on  this  Advanced 
Tactical  Fighter. 


pe  ''»//>»..//,../,'.»*  .'  *  .'  *« 
Jvanced      ''•'„  '.y>v^>v-y>v"A»v"' 


Parker 


Vital  technologies  for  today  and  tomorrow. 


"After  our  peaceful  nuclear 
experiment  in  1974,  we  have 
done  no  further  work  in 
that  direction.  Our  nuclear 
program  is  wholly  confined 
to  energy  and  medicine  .  .  . 
There  is  clear  evidence 
that  Pakistan  is  going 
aheadfull  steam  with  its 
nuclear  weapons  program." 


Gandhi 


idence  in  New  Delhi 


'[AWACS  in  Pakistan}  will  escalate  the  arms  race." 


our  borders.  The  situation  in  Afghani- 
stan has  not  changed  that.  Although 
Pakistan  claims  that  it  needs  new  so- 
phisticated weapons  systems  to  pro- 
tect itself  against  the  Soviet  presence 
in  Afghanistan,  I  do  not  see  Pakistan 
taking  on  the  Soviets  in  Afghanistan. 

What  really  bothers  me  is  that  the 
introduction  of  these  systems  will  es- 
calate the  arms  race  to  a  qualitatively 
new  level.  It  will  add  to  regional  ten- 
sions and  will  mean  a  serious  setback 
to  our  efforts  at  normalizing  relations 
with  Pakistan.  And  this  arms  race 
will  divert  more  scarce  resources 
from  our  development  priorities. 

A  lot  of  Americans  feel  that  India  applies 
a  double  standard  concerning  human 
rights  i  iolations.  India  is  against  human 
rights  i  iolations  in  Chile  and  South  Afri- 
ca, but  blocks  efforts  to  condemn  human 
rights  i  iolatiom  in  Cuba 
It  is  difficult  for  some  to  understand 
the  logic  of  nonalignment.  Nonalign- 
ment  means  that  we  do  not  automati- 
cally accept  others'  formulations. 
Why  should  everything  be  viewed 
through  the  prism  of  East-West  rival- 
ry? Human  rights  should  transcend 
calculations  of  strategic  interests. 

Your  Congress  Party  has  just  lost  two  key 
state  legislative  elections  in  Kerala  and 
West  Bengal  Is  your  author  it}'  slipping? 
In  Kerala  we  lost  by  a  whisker.  In 
Bengal  we  were  unable  to  convert  the 
tremendous  public  enthusiasm  into 
votes  because  of  poor  party  work.  The 
lesson  is  that  the  Congress  Party  must 
function  better  at  the  grassroots  level. 
[The  party]  has  developed  a  certain 
flabbiness. 


What  do  you  feel  you  have  accom-l 
p/ished  in  your  two  and  a  half  years  ir\ 
office''' 

I  am  glad  that  we  were  able  to  reach 
accords  in  Punjab,  Assam,  Kashmnl 
and  Mizoram.  In  Punjab,  although  ter- 
rorism continues,  the  mood  has 
changed.  I  am  not  saying  that  all  our 
political  problems  have  ended.  But  1 
think  I  have  brought  down  the  level  of 
anxiety.  My  main  concern  now  is  to 
see  that  the  pace  of  economic  devel- 
opment picks  up  so  that  there  is  more 
employment  for  the  young. 

How  is  the  Indian  economy  doing  in 
your  view? 
Rather  well.  In  1986,  for  the  second 
year  in  succession,  the  gross  national 
product  grew  by  5%  and  industrial 
output  by  about  8%.  The  food  front 
has  held,  despite  widespread  failure  of 
rains.  Exports  have  risen  by  17%  and 
imports  by  only  1.5%.  But  I  feel  that 
output,  productivity  and  incomes 
must  go  up  faster. 

I  want  to  create  an  environment  for 
dynamic  growth  of  our  industry  in 
both  public  and  private  sectors.  We 
seem  to  have  made  some  rules  merely 
for  the  sake  of  rules.  They  have  only 
turned  out  to  be  wonderful  alibis  for 
inaction.  I  want  to  give  our  industrial- 
ists and  public  sector  managers  a 
chance  to  prove  themselves.  We  have 
had  protected  markets  for  too  long. 
Our  industrialists  aren't  exerting 
themselves  enough  to  compete  with 
one  another  in  quality  and  price  for 
the  benefit  of  the  consumer.  [But]  we 
cannot  afford  a  consumer  [spending] 
free-for-all.  We  simply  do  not  have 
resources  to  squander.  ■ 
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U  &  LUCKY-GOLDSTAR 


Moving  in  the  Same  Direction 


Lucky-Goldstar  is  a  group  of  23 
Korean  companies  involved  in  chemistry, 
electronics,  finance,  and  trade.  By  com- 
bining the  best  of  East  and  West,  we 
built  a  U$12-billion  enterprise  around  a 
team  of  70,000  talented  individuals. 

But  our  achievements  aren't  ours 
alone. 


Business  fields  of  Lucky-Goldstar  companies: 


Successful  partnerships  with  com- 
panies like  AT&T,  Hitachi,  Siemens,  and 
Caltex;  and  overseas  subsidiaries  like 
Goldstar  of  America  in  Huntsville,  Ala- 
bama are  doing  a  lot  to  stimulate  mu- 
tual growth,  while  promoting  economic 
development  and  free  market  systems  in 
countries  around  the  world. 


At  home,  we're  known  as  the 
quality  choice.  Abroad,  as  a  good 
neighbor  and  reliable  business  partner. 

Take  time  to  get  to  know  us  bet- 
ter. Contact  the  Business  Development 
Dept.,  Lucky-Goldstar  I nt'l  Com., 
CPO  Box  1899,  Seoul,  Korea. 
Phone  (02)  776-6517,  Telex  K27266LGLNTL. 

IS  LUCKY  GOLDSTAR 


Chemistry □  Lucky,  Ltd. □  Lucky  Advanced  Materials  Electronics,  Electrics  &  Communications'  \ Goldstar  Co.,  Ltd. □  Goldstar  CableCIGoldstar  Telecommunication  DGoldstar  Electric  DGoldstar  Instrument  &  Electric 
□  Goldstar  Precision  DGoldstar  Electric  Machinery  DGoldstar  SerniconductorDGoldstar-Alps  ElectronicsDGoldstarHoneywell  (DGoldstar  Magnetech  Energy  and  Resources  DHonam  Oil  Refinery  □  Korea  Mining  &  Smelting 
Construction  and  Engineering D Lucky  Development □  Lucky  Engineering  Financial  Services □  Lucky  SecuritiesDPan  Korea  InsuranceDGoldstar  Investment  &  FinanceDPusan  Investment  &  Finance  Trade  and 
Distribution D Lucky-Goldstar  International  IHee  Sung  Public  ServiceDThe  Yonam  Foundation DThe  Yonam  Educational  Institute  Sports  D Lucky-Golds!ar  Spoils 


With  Asian  imports  cascading  into  Ameri- 
ca in  the  early  1980s,  the  West  Coast  boast- 
ed the  nation  s  fastest-growing  ports.  No 
more  And  you  7/  never  guess  why. 


East  Coast  redux 


By  Edwin  A.  Finn  Jr. 

Y'  ou've  heard  the  prediction: 
The  rising  tide  of  trade  with  Asia 
will  transform  the  West  Coast 
into  America's  preeminent  trading  re- 
gion. Already  Japanese  giants  like  Hi- 
tachi have  built  huge  warehouses  in 
Los  Angeles  to  distribute  their  prod- 
ucts worldwide. 

In  the  early  Eighties  West  Coast 
trade  was  jumping  by  as  much  as  20% 
a  year.  The  outlook  for  ports  like  Bos- 
ton, New  York  and  Miami,  mean- 
while, looked  grim.  Traditional 
American  exporting  industries,  main- 
ly in  the  Northeast,  were  crippled  by 
the  high-flying  dollar.  In  1983  and 
1984  East  Coast  trade  dropped  10%, 
to  $185  billion. 

But  surprise!  In  the  past  two  years 
the  once  frenetic  pace  of  West  Coast 
trade  slowed,  while  East  Coast  trade 
unexpectedly  rebounded  to  a  record- 
high  $209  billion  (see  chart).  Forget  the 
noise  about  sagging  American  com- 
petitiveness. A  close  look  at  ships 


steaming  away  from  East  Coast  ports 
reveals  the  bigger  picture:  U.S.  ex- 
ports— excluding  agriculture — were 
actually  at  an  alltime  high  of  $195 
billion  last  year,  up  18%  from  their 
1983  trough  of  $165  billion. 

Meanwhile,  farm  exports — at  $27 
billion,  39%  below  their  1981  peak- 
accounted  for  a  large  part  of  the  dete- 
rioration in  last  year's  trade  deficit. 
Slack  farm  exports  are  one  reason 
overall  exports  were  sluggish  on  the 
West  Coast  and  off  10%  at  Gulf  of 
Mexico  ports. 

What's  behind  the  East  Coast's  re- 
newed export  surge?  Mainly  the  weak 
dollar  and  corporate  restructuring, 
both  of  which  have  pared  costs  sharp- 
ly. The  strongest  showing  was  in  Bos- 
ton, where  exports  were  up  27%  last 
year.  Shipments  of  computers,  medi- 
cal equipment  and  machine  tools 
were  strong.  Close  behind  Boston 
came  New  York  and  Miami,  each 
with  18%  export  gains.  Again,  com- 
puters and  machinery  carried  the  day. 

Unfortunately,   the   East  Coast's 


Bicoastal  battle 


After  stagnating  in  the  early  1980s,  East  Coast  trade  jumped  27%.  The 
reason?  Heavy  exports  of  computers  and  electrical  equipment.  Also, 
more  car  imports  through  places  like  Charleston,  S.C. 


Trade  (Sbillion) 
West  Coast 


East  Coast 


$180       140        100        60  20 

Source:  Department  of  Commerce 


$20        60  \  \  100       140        180  220 


trade  rebound  also  reflects  an  increas 
in  imports.  A  heavy  influx  of  Porsche 
into  Charleston,  S.C,  for  instance 
contributed  to  a  50%  rise  in  the  dolh 
value  of  imports  in  that  port  last  yea 
Baltimore's  imports  were  up  24%,  al 
were  Miami's,  and  Savannah,  Ga. 
rose  21%. 

Such  activity  may  continue.  Th 
Port  Authority  of  New  York  &  Nc' 
Jersey  is  spending  $500  million  ai 
upgrading  itself  to  serve  containe: 
ships  better.  Baltimore  is  spendin 
more  than  that  on  a  similar  progran 
Savannah  has  just  finished  a  capitc 
improvement  project  and  recently  rc 
ceived  approval  to  build  a  $98  millio 
bridge  that  will  allow  bigger  ships  t 
call.  Savannah's  approach  appears  t 
be  working:  Georgia  ports  had  a  rec 
ord  year  in  1986,  and  this  year  prorr 
ises  to  be  busy,  too,  with  both  BMV 
and  Yugo  signing  on  to  import  thei 
cars  to  Brunswick. 

Other  Southeast  ports  will  likel 
boom,  too,  and  not  just  on  traffic  fror 
Europe,  but  from  Asia,  as  well.  Con 
ventional  wisdom  said  most  Japanes 
exports  to  the  U.S.  would  enter  a 
West  Coast  ports  like  San  Diego  an 
the  Port  of  Los  Angeles.  But  Japanes 
firms  have  been  investing  so  heavil- 
in  such  heartland  states  as  Kentucky 
Ohio  and  Tennessee  that  it  now  pay 
the  companies  to  ship  in  some  sup 
plies  through  Southeast  ports  insteai 
of  overland  from  the  West  Coast. 

Thus,  Nissho  Iwai  American  Corp. 
the  U.S.  arm  of  Japan's  sixth-larges 
trading  company,  increasingly  ship 
such  bulk  commodities  as  flat-rollet 
and  bar  steel  all  the  way  through  th 
Panama  Canal  to  East  Coast  ports 
such  as  Baltimore  and  Norfolk,  Va 
Now  the  trading  company  is  consider 
ing  opening  a  Tampa  office  to  handli 
imports  from  South  America. 

In  yet  another  sign  of  Japan's  east 
ward  shift,  Komatsu  Ltd.,  the  world': 
second-largest  construction  equip 
ment  maker,  recently  moved  its  U.S 
headquarters  from  San  Francisco  t< 
Norcross,  Ga.  The  company  wantec 
to  be  closer  to  its  new  plant  in  Chatta 
nooga,  Tenn.  Also,  says  a  Komatsi 
spokesman,  "Georgia  is  an  ideal  loca 
tion  for  distributing  spare  parts;  it's  j 
few  hours  by  plane  from  New  York  o: 
Chicago  or  Texas."  Komatsu  novn 
uses  the  port  of  Savannah  to  import 
not  only  spare  parts  but  also  huge 
containers  of  engines,  drive  trains  anc 
other  components  for  assembly  ir 
Chattanooga. 

Pacific  Rim  countries  may  contin 
ue  flooding  America  with  their  prod 
ucts.  But  will  that  make  California 
the  world's  new  trade  mecca?  Don't 
bet  on  it  ■ 
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The  garden  slugs  in  a  microelectronics 
lab  at  AT&T  Bell  Laboratories  are  very 
issy  eaters.They  won't  go  near  their  lavorite  foods 
they  smell  a  wniff  of  garlic.  Garlic?  Garden  slugs? 
faat  could  that  possibly  have  to  do  with  making 
3mputers  smarter?  More  than  youd  ever  imagine... 


bonuories:  Technology  for  the  real  world 


Slug  as  savant: 

"Nature  has  shown  us  there 
are  powerful  computer 

designs  very  different  from 
conventional  machines!' 


The  common  garden  slug  loves 
the  enticing  odors  of  carrot, 
tomato  and  mushroom.  But  it  hates 
garlic.  When  scientists  at  AW  Bell 
Laboratories  "spike"  these  favorite 
foods  with  garlic,  what  happens? 
The  slug  learns.  It  alters  its  memory 
of  the  foods  it  once  loved  and 
avoids  or  rejects  them. 

Insights  gained  from  studying 
simple  central  nervous  systems  like 
the  slugs  point  to  a  dramatically 
new  approach  to  computing.  An 
approach  that  promises  to  make 
computers  faster,  smarter  and  easier 
for  people  to  use. 

Why  study  slugs?  Though  the  slug 
is  no  Einstein,  its  brain's  limited 
ability  to  learn— to  associate  new  in- 
formation with  existing  memories- 
makes  today's  most  powerful 
computers  seem  primitive. 

And  the  slug,  with  its  neural  net- 
works comprised  of  a  mere 
500,000  nerve  cells  or  neurons,  is 
much  less  complicated  to  work 
with  than  people  or  other  animals. 

Microchips  that 
mimic  the  brain 

On  functioning  computer  chips, 
microelectronics  researchers  have 
built  prototype  electronic  neural 
networks. 

Like  biological  networks  of  brain 
nerve  cells,  these  electronic  circuits 
use  associative  memory  to  relate 
incoming  information  to  memories 
already  stored.  So  they  can 
cope  with  information  filled  with 
errors  or  ambiguity  And  they  can 
deal  with  "messy"  information,  col- 
lecting scattered  facts  to  recognize 
and  remember  from  incomplete 
details,  much  as  the  brain  does. 

One  test  chip,  containing  54 


[neurons"  in  such  a  "neural  net- 
work" can  recall  memories  from 
mperfect  data  within  a  few 
millionths  of  a  second— selecting 
fjames  Lynn"  from  among  several 
ttored  names  as  the  correct 
[esponse  to  the  input  "Jim." 

Getting  up  to  speed 

fy  studying  simple  central  nervous 
ystems  like  the  slugs,  scientists  at 
Jell  Labs  are  also  gaining  valuable 
nsights  into  another  brain  function, 
)arallel  processing.  It  offers 

■  in  answer  to  a  physical  limitation 
I  )f  today  s  computers— speed. 

Step-by-step  computing  can  only 

■  process  information  one  piece  at  a 


ments  as  well  as  good  calculations. 
Computers  that  can  perceive  and 
learn  in  an  imperfect  world,  much 
as  people  do. 

In  the  future,  working  with  com- 
puters will  be  more  like  working 
with  people.  The  machines  will 
understand  and  respond  to  human 
speech— even  recognize  the 


Todays  computers  can  only  process  neatly-stored 
information.  A  litde  human  ability  to  deal  with  messiness 
might  actually  make  them  a  whole  lot  smarter. 


ime.  Parallel  processing,  the  ability 
o  perform  several  functions 
imultaneously,  speeds  things  up. 
And  the  more  things  done  together, 
the  faster  the  whole  job  gets  done. 


"Thinking"  computers 


Where  is  this  research  into  associa- 
tive memory  and  parallel 
processing  leading?  To  "thinking" 
computers  that  make  good  judg- 


person  addressing  them. 

Taking  the  longer  view 

Research  scientists  at  AT&T  Bell 
Laboratories  are  expected  to  take 
the  longer  view.  To  look  beyond 
the  impact  of  technology  on  the 
next  quarter  or  the  next  year,  into 
the  next  century 

It  is  this  perspective  that  has  pro- 
duced seven  Nobel  Prize  winners 


In  the  future, 

people  and  their  computers 
will  have  a  much  friendlier 
working  relationship. 


for  Bell  Labs.  Some  21,000  patents, 
an  average  of  more  than  one  a  day 
And  a  legacy  of  achievement,  from 
the  transistor  and  the  laser  to 
lightwave  communications  and  the 
digital  computer. 

This  longer  view  ensures  that 
the  technology  built  into  all  AT&T 
products  can  evolve  and  adapt  to 
the  changing  needs  of  the  real 
world.  Making  information  easier 
to  obtain  and  use  for  evervone. 
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AT&T 

The  right  choice. 


Why  hasnt  inflation  surged  as  the  dollar 
sags?  One  reason  is  that  there's  strong  resis- 
tance to  boosting  import  prices. 

Dumping?  Or 

just  defending 
markets? 


By  Gary  Statelier 


Since  the  dollar  began  drop- 
ping against  the  yen  and  the 
deutsche  mark  in  February  of 
1985,  we've  been  reading  more  and 
more  alarmist  reports  about  a  loom- 
ing resurgence  of  1970s-style  infla- 
tion, fueled  largely  by  a  spike  in  im- 
port prices.  The  prices  of  gold,  silver 
and  other  commodities  seem  to  be 
signaling  a  pickup  in  the  inflation 
rate,  and,  with  bond  prices  slumping, 
the  money  markets  seem  to  agree. 

But  the  Consumer  Price  Index  went 
up  only  3%  for  the  12  months  ended 
in  March.  Finished  goods  prices  rose  a 
meager  1.5%  during  the  same  period. 
Where  is  the  spiraling  inflation  inves- 
tors and  economists  have  been  ex- 


pecting? So  far,  the  dollar  has  fallen  by 
almost  50%  against  the  yen  and  the 
deutsche  mark,  yet  prices  of  imported 
goods,  which  make  up  more  than  1 1  % 
of  the  U.S.  gross  national  product, 
have  edged  up  only  ever-so-slightly 
(see  tables). 

A  sign  of  dumping?  Many  frustrated 
businessmen  seem  to  think  so.  Says 
Lee  Thompson,  president  of  SCM's 
Smith  Corona,  the  nation's  last  re- 
maining domestic  manufacturer  of 
portable  typewriters,  "This  just  forti- 
fies our  position  that  they  are  dump- 
ing. How  can  a  currency  like  the  yen 
absorb  a  45%  appreciation  and  not 
react  in  the  marketplace?" 

But  a  dumping  issue  is  rarely  clear- 
cut.  "Selling  below  cost"  ultimately 
depends  on  whose  costs  you're  talk- 


ing about.  And  many  foreign  prod 
ers  anxious  to  hang  on  to  their  L 
market  shares  have  lately  been  3 
ting  prices  on  goods  bound  for  Ami 
ca  based  on  dollar-denominated  cos 
instead  of  home  currency  ca 
against  the  dollar. 

"The  market  price  has  almost  no 
ing  to  do  with  the  yen,"  says  St« 
Taga,  who  calculates  Hitachi  Ami 
ca's  prices  for  subway  cars,  turbi 
and  other  heavy  equipment  sold 
the  U.S.  "To  stay  in  the  market 
squeeze  our  profit." 

Other  manufacturers  are  came 
flaging  price  hikes  in  model  chang 
Nissan  Motor  Corp.,  based  outside 
Los  Angeles,  has  revamped  its  entl 
line  of  cars  and  trucks  since  the  dol 
peaked  in  February  1985.  The  fi: 
was  able  to  hold  the  sticker  price  r 
on  its  pickup  truck  to  9%  in  the  1; 
year — a  period  in  which  the  dol 
dropped  22%  against  the  yen.  No 
says  Richard  Lafferty,  product  prici 
manager,  Nissan  is  busily  prum 
costs  to  reflect  a  marketplace  of  1:1 
yen  to  the  dollar  instead  of  260. 

For  still  other  foreign  companies 
sinking  dollar  actually  may  help 
odd  ways,  since  advertising  and  dist 
bution  expenses  in  the  U.S.  decline 
foreign  currency  terms.  Additional 
many  firms  in  countries  like  Wt 
Germany  and  Japan  are  moving  th« 
manufacturing  operations  into  lo 
wage  countries  like  Taiwan  ai 
South  Korea,  where  the  currency 
tied  to  the  dollar.  Thus,  Daimle 
Benz  has  avoided  raising  prices 
truck  cabs  sold  in  the  U.S.  by  man 


Holding  the  line  on  heavy  stuff 

Capital  goods  are  less  price-sensitive  than 
consumer  products.  Even  so,  foreign 
producers  are  reluctant  to  let  prices 
fully  reflect  their  currency  losses.  jfllsN 


Product 

Komatsu  bulldozer 

list  price,  Model  D- 1 55 A 

Japanese  sheet  steel 
market  price  per 
metric  ton 

Mercedes  20-foot  truck  cab 
list  price,  Agar  Truck  Sales, 
Yonkers,  N  Y. 

Hoechst  basic  chemical 
p-Nitro  Aniline  per  lb. 

Price  in  1985 

$263,987 

$488 

$28,331 

$1.68 

Price  in  1987 

$313,213 

$488 

$30,878 

S2.10 

%  change  in  price 

19% 

0% 

9% 

25% 

%  fall  in  dollar 

vs.  yen:  46% 

vs.  yen:  46% 

vs.  DM:  45% 

vs. .DM:  45% 
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r  over  a  quarter  of  a  century, 
runswick  has  been  a  major  force  in 
marine  industry. 

And  now  with  the  additions  to  our 
e-up,  the  new  Brunswick  is  the  un- 
sputed  world's  leader  in  the  business. 
Because  we  now  produce  and  mar- 
t  the  nine  best  brand  names  in  or 
the  water. 

We're  Mercury.  The  legendary 
ader  in  outboards.  Unmatched  for 
wer,  speed  and  performance. 
We're  MerCruiser.  The  leader  in 
ern  drive  and  inboard  propulsion 
rstems.  Finest  four-cycle  marine 
>wer  ever  built. 

We're  Mariner.  Known  to  boaters 
orldwide  for  dependableArtd  reliable 
rformance  in  outboard  motors,  m. 


I'       We're  Quicksilver.  The  most 
_  comprehensive  array  of  marine 
*  power  accessories  in  the  world. 
We're  Motor  Guide.  A 
leading  maker  of  electric  trolling 
motors  for  sport  fishing. 

And  now,  we're  Sea  Ray.  The 
world's  leader  in  sport  boats,  sport 
cruisers  and  sport  yachts. 

We're  Bayliner.  The  industry's 
largest  builder  of  quality  pleasure  boats. 

We're  Blue  Fin.  One  of  the 
country's  best  known  brands  of  alumi- 
num boats. 

We're  Force.  The  growing  name 
in  outboard  motors. 

Together,  they  make  up  the  new 
Brunswick  Marines,  offering  custom- 
ers unparalleled  quality  and  craftsman 
ship,  no  matter  what  style  of  boating 
they  choose. 

We  live*  by  a  142  year  commitment 


to  always  serve  our  customers  with 
the  very  best  of  the  best.  Whether 
on  water,  in  the  air  or  on  land. 

Brunswick  Corporation  serves 
worldwide  markets  as  leaders  in 
marine  power,  pleasure  boating, 
recreation,  defense/aerospace  and 
industrial  products. 

And  for  the  year  ended  December 
31,  1986  we  established  record  sales 
and  earnings  for  the  fourth  consecutive 
year  and  sixteenth  consecutive  quarter. 

If  you'd  like  to  know  more  about 
the  new  Brunswick  Marines,  call 
800-621-6413  (Illinois  Residents, 
312-262-7783)  or  write:  ( Mice  of  the 
Chairman,  Brunswick  Corporat  ion.  One 
Brunswick  Plaza,  Skokie,  IL  60077. 

BRUNSWICK 

SINCE  1845.  AND  STILL  TDK  LEADER. 


factunng  them  in  its  factory  in  Brazil, 
then  doing  some  final  assembly  at  a 
plant  in  Virginia. 

Even  U.S.  importers  of  foreign  prod- 
ucts are  becoming  adept  at  holding 
down  price  increases.  Says  Murray 
Klein,  president  of  Zabar's  Inc.,  a  New 
York  City  gourmet  food  store,  which 
imports  fish,  cheese  and  even  kitchen 
appliances:  "We're  trying  to  get  some 
discounts  from  the  Europeans  be- 
cause our  customers  just  won't  buy  if 
it  gets  too  expensive." 

These  days  more  importers  have 
taken  to  hedging  their  forward  curren- 
cy needs  in  various  futures  markets. 
Case  in  point:  Joan  &  David  Helpem 
Inc.,  the  Boston-based  manufacturer 


of  top-quality  leather  goods.  The  dol- 
lar has  fallen  36%  against  the  Italian 
lira  since  1985.  But  Joan  &.  David's 
spring  line  of  shoes  and  boots  made  in 
Florence  and  Venice  carries  older 
prices.  The  firm  hedged  its  costs  by 
buying  forward  lira  contracts  late  last 
year  to  pay  for  the  shoes. 

Because  it  is  the  world's  premier 
reserve  currency,  the  dropping  dollar 
has  held  down  import  prices  in  anoth- 
er way:  By  lowering  prices  of  raw  ma- 
terials like  crude  oil,  it  adds  to  defla- 
tionary pressures  in  several  important 
exporting  countries.  Says  Stanford 
University  economics  professor  Ron- 
ald McKinnon,  "One  reason  Japanese 
goods  haven't  gone  up  in  price  as 


much  as  you  would  think  is  that  tr 
internal  yen  prices  of  those  goods  i 
Japan  have  fallen."  In  Japan,  whol 
sale  prices  have  fallen  by  nearly  10' 
in  the  past  year,  West  German  pnc< 
by  about  5%. 

Washington,  nonetheless,  has  bee 
encouraging  the  dollar  to  drop  in  th 
belief  that  doing  so  will  help  reduc 
the  U.S.  trade  deficit,  at  $166  bilhc 
last  year.  But  talking  down  the  doll; 
didn't  help  ease  the  trade  gap  a  decat 
ago,  when  Treasury  Secretary  W.  M 
chael  Blumenthal  tried  it,  and  th 
strategy  is  proving  no  more  effectiv 
now.  In  March  the  merchandise  trac 
deficit  hit  $  1 5  billion — the  third-higi 
est  month  on  record.  ■ 


And  holding  the  line  on  light  stuff 


Foreign  producers  and  domestic  import- 
ers are  doing  everything  they  can  to  hold 
their  share  of  the  U.S.  market.  Their 
strategy  begins  with  squeezing  their  own 
margins  and  extends  to  forward  currency 
hedging. 


Product 


Porsche  944 

manufacturer's  list  price 


Swiss  espresso  machine 
imported  by  Zabar's,  N.Y. 


Sapporo  beer 
12-oz.  6-pack 
suggested  retail  price 


Yamaha  70hp  outboard 
motor  manufacturer's 
list  price 


Price  in  1935 


$22,950 


$279 


15  00 


$4,529 


Price  in  1987 


$26,995 


$359 


$5.00 


$5,190 


%  change  in  price 


18% 


29% 


0% 


15% 


%  fall  in  dollar 


vs.  DM:  45% 


vs.  SFr:  48% 


vs.  yen:  46% 


vs.  yen:  46% 


Product 

Italian  shoes 
women's  calfskin  boot 
by  Joan  &  David 

Moet  Brut  Impenal  non- 
vintage  imported  by 
Sherry- Lehmann,  N.Y. 

Panasonic  Model  PV1361 
VCR  manufacturer's  list 

price 

French  Brie 
imported  by  Jefferson 
Market,  N.Y.  price  per  lb. 

Price  in  1985 

$165 

$14.95 

$500 

$4  29 

Price  in  1987 

SI  85 

$18.95 

$400 

$4  99 

%  change  in  price 

12% 

27% 

-20% 

!  'S"n 

%  fall  in  dollar 

vs.  lira:  36% 

vs  Fr:  40% 

VS.  yen:  46% 

vs.  Fr:  40% 

( espresso  m.i  hinc.  beer,  txxxv  ctumpag:  h 
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WHAT  KIND  OF  COMPANY 
MOULD  INSURE  A  98-YEAR-OLD 
WOMAN  IN  POOR  HEALTH? 


Avery  proud  one. 
A  very  pleased  one. 
And  a  very  thorough  one. 

You  see,  while  we  recognized  the  Statue  ot  Liberty  as 
a  national  monument  to  freedom  and  hope,  we  also 
saw  the  monumental  amount  of  restoration  it  sorely 
needed. 

So  in  1984,  when  the  CIGNA  companies  were  first 
asked  to  provide  insurance  for  the  statue's  renovation, 
we  tried  to  provide  more  than  insurance. 

We  brought  in  our  own  engineers  to  do  an  analysis 
of  the  project. 

We  assembled  teams  of  specialists  to  look  through 
designs  and  plans  for  the  statue  and  the  torch. 

We  looked  for  weaknesses. 

We  looked  for  risks. 

In  effect,  we  lookea  for  trouble 

And  when  we  founc  potential  problems,  we  made 


suggestions  to  avoid  them. 

To  help  protect  workers  working  on  the  statue. 

And  to  help  protect  the  statue  itself. 

We  approached  this  task  with  the  same  high 
standards  and  dedication  to  thoroughness  we  apply 
to  any  major  construction  or  reconstruction  project  we 
inspect.  Although  in  this  case,  our  efforts  took  on 
added  significance. 

After  all,  this  time  Liberty  was  at  stake. 

If  you  would  like  to  know  more  about  CIGNA 
Special  Risk  Facilities,  write  CIGNA  Corporation, 
Department  R10,  One  Logan  Square,  Philadelphia, 
Pennsylvania  19103. 

Our  continuing  involvement  in 
the  restoration  of  the  Statue  of 
Liberty  is  just  one  more  example  of 
CIGNA's  commitment  to  personal- 
ized service  to  each  and  every  client. 


CIGNA 


AN  INVESTMENT  BANK 
SHOULD  HAVE 
INNOVATIVE  IDEAS. 
BUT  OLD-FASHIONED 
PRINCIPLES." 

Investment  Banking  according  to  Tom  Theobald,  Citicorp  Investment  Bank. 


CITICORP*?  INVESTMENT  BANK 
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Nicaragua  is  virtually  a  Soviet  state,  and  its 
neighbor  El  Salvador  is  under  siege.  What 
about  Guatemala,  communism's  original 
target  in  Cmtral  America? 


Going  it  alone 


By  Jean  A.  Briggs 


NICARAGUA  AND  El  SALVADOR 
are  the  current  trouble  spots 
for  the  U.S.  in  Central  Ameri- 
ca, but  Americans  would  do  well  to 
remember  that  the  first  and  possibly 
the  most  dangerous  Soviet  penetra- 
tion of  the  isthmus  was  in  neither  of 
these  countries  but  in  larger  and  rich- 
er Guatemala,  whose  border  pushes 
against  Mexico's  great  oilfields. 

In  Guatemala,  37  years  ago,  a  Soviet 
sympathizer  won  a  probably  fraudu- 
lent election  and  began  to  commu- 
nize  the  country.  It  is  a  widely  accept- 
ed myth  that  the  communist,  lacobo 


Arbenz,  was  overthrown  by  the  Cen- 
tral Intelligence  Agency.  That  is  a  dis- 
tortion of  history. 

The  truth  is  this:  A  ragtag  band  of 
CIA-supported  rebels  crossed  the  bor- 
der but  soon  bogged  down.  It  was  only 
when  Arbenz  began  distributing  Sovi- 
et-bloc  arms  to  his  communist  mili- 
tias that  the  commanders  of  the  Gua- 
temalan army  turned  on  him  and  told 
him  to  get  out.  Arbenz  saved  his  skin 
by  fleeing  behind  the  Iron  Curtain. 

Later  the  communists  won  a  covet- 
ed Western  Hemisphere  foothold  in 
Cuba,  but  they  never  lost  interest  in 
Guatemala.  Beginning  in  the  mid- 
1960s,  communist  guerrillas,  often 


Guatemala  President  Vinicio  Cerezo 
WHtxi  c?a«s  he  most  need  from  the 


S.7  Bipartisan  agreement. 


supplied  and  trained  by  Cuba  and  oth- 
er Soviet  clients,  began  to  overrun  the 
country,  murdering  an  American  am- 
bassador, terrorizing  the  Indians  and 
destroying  the  promising  tourist  in- 
dustry. When  the  army  got  rough  with 
the  terrorists  and  with  Indians  who 
sheltered  them,  the  Carter  Adminis- 
tration's human  rights  policies  led  to 
a  cutoff  of  military  aid. 

In  an  ironic  and  unfortunately 
bloody  way,  that  cutoff  may  have  hurt 
the  revolutionists  more  than  the 
army.  No  longer  worrying  about  U.S. 
opinion,  the  government  matched  ter- 
ror with  terror,  using  arms  purchased 
from  Israel  and  Taiwan.  Ruthlessly,  it 
virtually  wiped  out  the  revolutionar- 
ies and  restored  relative  peace  and 
security  to  the  country'  and  the  cities. 

What's  going  on  now  m  this  moun- 
tainous nation  of  8  million? 

The  army,  essentially,  is  back  in  its 
barracks.  Vinicio  Cerezo,  a  44-year- 
old  Christian  Democrat,  is  now  well 
into  his  second  year  as  president.  He 
was  elected  in  an  internationally  su- 
pervised election.  His  government 
can  claim  credit  for  a  successful  eco- 
nomic stabilization  program:  The  lo- 
cal currency,  the  quetzal,  at  one  time 
as  low  as  4  to  the  dollar,  now  trades  at 
roughly  2.5  to  the  dollar.  The  central 
bank's  reserves  have  reversed  their 
decline.  Inflation,  which  had  jumped 
to  40%  in  1985,  is  now  about  13%. 
GNP,  which  had  been  declining 
(down  5%  in  19851,  declmed  just  1% 
last  year  and  is  expected  to  grow,  per- 
haps 2%,  in  1987. 

What  next?  People  are  nervous. 
"Everyone  expects  democracy  to 
solve  his  problems,"  says  Manuel 
Ayau,  dean  of  Francisco  Marroquin 
University.  Adds  Alvaro  Arzu,  the 
immensely  popular  mayor  of  Guate- 
mala City,  who  has  presidential  ambi- 
tions: "People  are  getting  restless. 
They  don't  remember  what  it  was 
like"  under  the  dictatorships  and  the 
communist  terrorism.  But  that's  the 
way  it  is  in  a  democracy:  It's  what  you 
do  for  people  today  that  counts,  not 
what  you  did  for  them  yesterday. 

U.S.  policy,  which  by  all  reason 
should  be  encouraging  Cerezo's  mid- 
dle-of-the-road government,  is  not 
much  help.  Congress  still  bans  mili- 
tary aid,  forcing  this  nation  to  buy 
expensively  on  the  international  arms 
market.  Guatemala's  sugar  quota  has 
been  cut  again  (thanks  to  the  U.S. 
farm  lobby).  Its  cotton  plantings  have 
dropped  25%  since  China  pushed  it- 
self into  the  world  market.  Coffee 
prices  have  been  falling  precipitously 
because  of  bumper  crops  in  Brazil. 

The  price  of  coffee  counts.  Coffee 
still  accounts  for  over  40%  of  the 
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country's  exports,  and  if  prices  are 
high,  it  is  an  important  source  of  reve- 
nue for  the  government. 

But  despite  these  problems,  despair 
does  not  rule.  In  contrast  to,  say,  Sal- 
vador, businessmen  are  investing. 
The  flight  of  capital  has  about 
stopped.  Some  are  trying  to  find  ways 
to  take  advantage  of  the  Caribbean 
Basin  Initiative,  the  U.S.  policy  of  ad- 
vantageous trade  rules  for  a  limited 
number  of  products  from  countries 
surrounding  the  Caribbean  Sea. 

Alberto  Yarhi,  a  young  entrepre- 
neur from  Guatemala  City,  is  export- 
ing fresh  lettuce,  celery  and  cauli- 
flower. He  contracts  with  coffee  plan- 
tation owners,  persuading  them  to 
switch  to  vegetables  for  his  marketing 
organization.  Yarhi's  own  employees, 
mostly  Cackchiquel  Indians,  grow  the 
seedlings,  transplant  them  to  the 
fields  prepared  by  the  owners  and 
then  harvest  them. 

Hector  Sanchez-Latour,  trained  as  a 
civil  engineer,  grows  roses  for  export. 
He  specializes  in  roses  because  the 
price  is  right:  40  cents  or  50  cents 
each  rather  than  the  5  cents  or  6  cents 
carnations  or  lilies  would  fetch. 

Eduardo  Sperisen  Yurt  and  his  wife, 
Linda,  operate  a  small  factory  that 
turns  out  beautifully  designed  rattan 
furniture.  The  raw  material  is  har- 
vested by  Indians  in  the  jungles  of 


Freshly  harvested  cauliflower  at  San  Lucas  Sacatepequez 
Turning  coffee  plantations  into  vegetable  farms. 


northeast  Guatemala,  near  a  Mayan 
ruin.  It  is  then  trucked  to  the  Speri- 
sens'  factory  in  Guatemala  City, 
where  the  furniture  is  built,  essential- 
ly by  hand.  The  company  hopes  to 
ship  $1.5  million  worth  to  the  U.S. 
market  this  year. 


Such  small-scale  agriculture  and 
manufacturing  offer  opportunity  for 
foreign  investors  who  can  capitalize 
on  Guatemala's  closeness  to  U.S. 
markets,  long  growing  season  and  low 
labor  costs  (between  $1.25  and  $3.50  a 
day).  There  is  little  xenophobia  here. 


12  FABERGE  EGGS 
500  TOY  BOATS 
12,000  TOY  SOLDIERS 

Rare  autographs,  priceless 
paintings,  trophies,  and  dozens 
of  jeweled  treasures  made  for 
the  Czars. 

All  on  view  at 

The  FORBES  MAGAZINE  GALLERIES 
62  Fifth  Avenue  (at  12th  Street) 
Mew  York,  N.Y.  10011 

TUesday  through  Saturday,  10am  to 
4pm.  Thursdays  for  advance  reserva- 
tions and  groups.  For  information  call 
(212)  206-5548 

Admission:  FREE 
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Through  all  these  efforts,  Guatema- 
la's lively  entrepreneurial  class  is 
slowly  creating  jobs,  laying  the  frame- 
work for  a  better  standard  of  living. 
Small  stuff,  but  multiplied  by  hun- 
dreds and  thousands  of  examples,  it  is 
the  way  capitalism  builds  prosperity. 

Doing  business  in  such  a  country- 
presents  innumerable  difficulties.  A 
large  part  of  the  population  is  un- 
skilled and  unlettered — a  legacy  of 
centuries  of  poverty  and  backward- 
ness. The  government  itself  is  one  of 
the  hurdles  in  a  nation  with  a  strong 
bureaucratic  tradition,  but  business 
and  government  are  making  every  ef- 
fort to  get  along.  One  group,  Conapex, 
composed  of  both  business  and  gov- 
ernment representatives,  is  pursuing 
ways  to  promote  exports.  It  recently 
unveiled  an  export  office  to  help  busi- 
ness people  get  needed  licenses  with- 
out interminable  delays. 

President  Cerezo  does  not  have  an 
enviable  job,  seeking  to  spread  de- 
mocracy in  a  nation  that  has  never 
known  it  while  at  the  same  time  en- 
couraging economic  growth.  His  min- 
ister of  finance,  Rodolfo  Paiz,  explains 
the  situation  this  way:  "Our  first  pri- 
ority is  political.  We  must  build  on 
and  consolidate  democracy.  The  sec- 
ond is  economic,  and  the  third  so- 
cial." He  means,  of  course,  that,  des- 
peiate  as  is  the  need  for  economic 
growth,  the  need  to  build  democratic 
institutions  is  even  more  desperate. 
He  means,  too,  that  a  lot  of  social 
improvement  cannot  take  precedence 
over  the  other  two  advances. 

Poor  as  the  country  is — per  capita 
income  is  around  SI,  100  a  year,  about 
the  same  as  in  Ecuador — nobody 
starves.  The  poorest  Indians  may  lack 
shoes,  but  most  raise  com  and  beans 
on  tiny  plots,  and  the  country  is  not 
overpopulated. 

Most  of  the  news  about  Guatemala 
in  the  U.S.  in  recent  years  has  been 
about  disappearances,  people  abduct- 
ed or  killed  by  death  squads.  Some  of 
this  is  gross  exaggeration.  As  else- 
where in  Latin  America,  it  is  not  that 
difficult  here  to  get  hired  killers  for 
revenge  or  to  eliminate  a  rival  in  busi- 
ness or  in  love.  But  the  weight  of 
evidence  suggests  that  neither  the 
army  nor  the  civil  government  is  cur- 
rently engaging  in  terrorism. 

What  about  the  guerrillas,  who  still 
ambush  the  occasional  military  pa- 
trol? The  few  thousand  survivors  are 
penned  in  the  mountains  in  the  north 
and  slip  into  Mexico  when  hard- 
pressed.  "We  don't  value  them  as  a 
threat,"  says  General  Hector  Gra- 
rnajo,  the  defense  minister,  "just  a 
nuisance  "  Colonel  George  Hooker, 
the  U.S.  military'  attache  at  the  U.S. 


embassy,  pomts  out  that  because  the 
U.S.  is  still  withholding  military  sup- 
port, the  Army  must  use  foot  soldiers 
instead  of  helicopters  to  chase  the  re- 
maining bandits,  and  suffers  maiming 
casualties  from  crude  Claymore 
mines  for  lack  of  mine  detectors. 
Thanks  to  the  U.S.  Congress'  holier- 
than-thou  attitude  toward  the  Guate- 
malan government,  there  are  ugly- 
sights,  both  military  and  civilian,  in 
Guatemala  City's  military  hospital. 

The  Guatemalan  right  criticizes 
President  Cerezo  for  his  hands-off 
views  on  Nicaragua — "active  neutral- 
ity" is  his  phrase.  They  dislike  his 
distancing  himself  from  U.S.  policy, 


Dr.  Alberto  Martinez  Piedra 
was  a  scholar  before  he  was  a 
diplomat.  Currently  U.S.  am- 
bassador to  Guatemala,  Piedra  was 
bom  in  Havana  6 1  years  ago  and  holds 
degrees  from  the  universities  of  Ha- 
vana, Madrid  and  Georgetown.  He 
was  for  18  years  a  professor  at  the 
Catholic  University  of  America  in 
Washington,  D.C.  and  has  served  as 
an  economist  with  the  Organization 
of  American  States  and  as  a  U.S.  rep- 
resentative there.  With  his  back- 
ground and  education,  Piedra's  de- 
fense of  Reagan  Administration  Cen- 
tral American  policies  carries 
conviction.  He  was  interviewed  in 
Guatemala  City  by  Forbes  staffers 
Jean  A.  Bnggs  and  James  W.  Michaels. 

Forbes:  A  lot  of  Americans  A  ink  we 
slx)itld  negotiate  with  the  Sandinistas 
in  Nicaragua  instead  of  backing  the 
contras. 

Piedra.  Our  policy  is  what  we  call  a 
double  track.  We're  trying  through 
negotiations  to  bring  about  free  elec- 
tions in  Nicaragua.  But  if  the  Sandi 
mstas  accept  democracy  and  free  ele. 


his  wooing  of  even  Christian  Demo- 
crats in  Europe.  But  who  can  blame 
Cerezo  for  moving  toward  neutrality 
when  the  U.S.  Administration  seems 
to  have  one  policy  toward  Central 
America  and  Congress  a  quite  differ- 
ent agenda?  When  the  U.S.  media  are 
more  concerned  with  a  few  million 
dollars  in  illicit  aid  to  the  Nicaraguan 
resistance  than  about  communist 
atrocities  in  the  region?  The  U.S. 
hardly  seems  a  dependable  ally. 

What  would  he  like  most  from  the 
U.S.,  Forbes  asked  President  Cerezo. 
He  replied  without  hesitation:  "Bipar- 
tisan agreement  on  a  consistent  long- 
term  foreign  policy."  Amen.  ■ 


tions,  they  will  probably  have  to  relin- 
quish power.  So,  unless  you  put 
pressure  on  them,  including  military 
pressure,  the  probability  of  their  ac- 
cepting free  elections  is  almost  nil. 

Considering  tlje  military  strength  tlxit 
the  Sandinista  regime  Ixis  built  up.  what 
are  the  chances  for  the  contras  even 
with  substantial  US  aid"  Are  you  count- 
ing on  a  popular  uprising  to  throw  out 
tlw  Sandinistas? 

The  people  of  Nicaragua  are  fed  up. 
They  were  fed  up  with  Somoza,  and 
they're  fed  up  now  with  an  even 
worse  dictatorship. 

That  is  why  it  is  so  tragic  when  you 
have  rotten  governments  like  Somo- 
za's,  which  to  a  large  degree  are  re- 
sponsible for  what  later  happened.  Be- 
cause it  enabled  the  extreme  left  to 
say,  "Well,  look,  this  is  capitalism. 
This  is  Western." 

But  the  people  did  overthrow  So- 
moza. It  could  happen  [to  the  Sandi- 
nistas]. They  could  all  go  back  to  Ha- 
vana or  Prague  and  Moscow.  We  can 
even  give  them  a  free  ticket.  Pan 
American  flight. 


"The  people  of  Nicaragua  we)~efed  up  with 
Somoza,  and  now  they're  fed  up  with  an 
even  worse  dictatorship. " 

The  U.S.  view  from 
Guatemala  City 

An  interview  with  Ambassador  Piedra 
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The  Miami  Herald  needed 
a  transportation  company  that  eou 
keep  to  deadlines.  Even  when 
world  events  don't. 


This  machine  is  never  turned  off. 

It  carries  news  items  from  around 
the  world.  Around  the  clock. 

News  that  sometimes  can't  wait. 
Even  if  it  means  holding  up  the  presses. 
And  playing  havoc  with  the  delivery 
schedule 

A  virtual  nightmare  for  most  any 
newspaper. 

But  not  for  the  Miami  1  lerald. 

Because  we  provide  them  with 
something  called  Ryder  Dedicated 


Services.  A  total  transportation  system 
which  includes  everything  from 
drivers  and  vehicles  to  management 
and  system  design. 

Not  to  mention  administrative 
support,  routing  and  scheduling. 

And,  in  this  case,  rescheduling. 

So  the  Miami  Herald  can  concen- 
trate on  what  they  do  hest:  publishing 
a  first-rate  newspaper. 

Now  you  may  have  known  Ryder 
as  a  company  that  rents  trucks.  Or 


leases  them.  Or  maintains  them.  Or 
handles  truckload  freight. 

But,  as  you  can  see,  we  do  all  that 
and  more. 

To  see  how  we  can  meet  your 
transportation  needs,  just  call  us  at 
1-800-446-5511. 

Because  you  just  might  be  in  for 
some  good  news. 


Transportation  Resources 

We  re  there  at  every  turn." 


©19H7  Rvdcr  Truck  Krni.il  [fie  A  Ryilcr  System  Company 


Critics  of  Reagan  Administration  police- 
say  we  force  the  Sandinistas  to  arm  to 
defend  themselves. 

They  were  already  building  up  the 
military  from  the  very  first  day  they 
came  to  power.  In  those  days  the  con- 
tras  never  even  existed. 

Wjat  about  all  this  squabbling  among  the 
c<»itras? 

You  can  mention  any  exile  communi- 
ty in  history,  all  have  had  internal 
problems.  Look  at  the  French  exiles  in 
the  French  Revolution  or  the  Spanish 
exiles  after  Franco.  So  I  don't  see  how 
it  surprises  you  because  Calero  fights 
with  Arturo  Cruz  or  whether  Arturo 
Cruz  fights  with  Robelo. 

Do  t/je  contras  have  clean  hands? 
As  for  the  alleged  abuses,  do  you 
think  they're  all  going  to  be  saints, 
canonized  tomorrow?  I  mean,  this  is  a 
war.  And  it's  a  dirty  war.  Why  is  it 
that  we  never  hear  about  abuses  com- 
mitted by  the  Sandinistas?  Why? 
When  the  other  side  commits  all  sorts 
of  abuses,  it's  seldom  in  the  newspa- 
pers, unfortunately. 

Suppose  tlje  contra  resistance  collapses. 
What  then  would  he  tlye  chance  of  free 
elections? 

In  my  opinion,  zero. 

It  would  be  disaster.  It  would  imply 
the  consolidation  of  a  Marxist-Lenin- 
ist regime  in  the  Western  Hemi- 
sphere. That  is,  on  the  continent  of 
the  Western  Hemisphere,  because 
"ou  already  have  a  Marxist-Leninist 
regime  in  Cuba.  Such  regimes  are  ex- 
pansionist by  definition. 


Given  the  inequalities,  the  population  ex- 
plosion and  the  obsolete  societies  in  Latin 
America,  wouldn't  there  be  revolutions 
even  if  Russia  were  still  ruled  by  the  Czar? 
Poverty  per  se  does  not  lead  to  com- 
munist takeovers.  If  it  did  you  would 
have  had  communism  elsewhere  in 
this  hemisphere  before  having  it  in 
Cuba.  You  should  have  had  it  in  Haiti. 
Or  Bolivia.  Instead  you  almost  had  it 
in  Chile,  a  relatively  rich  country. 
Cuba  was  far  from  being  the  most 
underdeveloped  country  in  spite  of 
what  Fidel  says  now. 

We  haven't  seen  any  country  that 
fell  under  communism  where  the 
standard  of  living  really  increased  sig- 
nificantly. In  fact,  in  many  cases,  it 
went  down. 

Okay,  but  to  be  cynical,  aside  from  the 
tragedy  for  t/je  Nicaraguan  people,  why 
should  Americans  get  overly  concerned' 
Are  we  our  brot/jers'  keepers? 
Do  you  really  believe  that  once  con- 
solidated in  power  the  Sandinista 
communists  are  going  to  sit  back? 
They're  going  to  strengthen  all  the 
guerrilla  subversive  movements. 
They  are  not  going  to  invade  Costa 
Rica.  They're  not  going  to  invade 
Honduras.  They  don't  have  to.  They 
can  subvert  from  within,  by  creating 
labor  problems,  by  creating  student 
problems. 

Now  let's  assume  the  worst,  which 
is  that  Guatemala  also  falls.  What 
happens  to  Mexico?  Guatemala  bor- 
ders on  Mexico's  Chiapas  region 
That's  real  poverty. 

What  happens  if  something  serious 
does  occur  in  Mexico?  A  lot  of  people 


are  going  to  try  to  get  out  of  Mexico  as 
fast  as  they  can.  And  not  just  the  rich 
and  the  middle  class. 

It's  another  mistake  to  think  that  in 
a  communist  regime  the  poor  don't 
want  to  leave.  Look  at  Cuba.  Look  at 
Vietnam.  It  wasn't  the  wealthy  from 
Saigon  who  were  fleeing.  Afghani- 
stan, too.  Five  million  Afghan  refu- 
gees. Five  million. 

Are  you  going  to  have  dogs  patrol- 
ling the  border,  biting  everybody  who 
tries  to  go  in?  And  can  you  imagine 
the  human  rights  organizations 
screaming  their  heads  off  about  police 
brutality  in  the  U.S.?  Remember  the 
boat  people  in  Vietnam?  That's  going 
to  be  peanuts  in  comparison  to  what 
we're  going  to  face  in  Mexico  if  the 
communists  spread  their  control  in 
Central  America. 

Is  there,  in  the  recesses  of  the  Kremlin,  a 
plan  tlxit  says.  Let's  mess  up  the  U.S.  by 
destabilizing  Mexico  and  driving  40  mil 
lion  Mexicans  across  the  border  ' 
I'm  sure  it  has  passed  through  their 
minds.  As  of  about  two  years  ago,  one 
of  the  largest  Soviet  embassies  in  the 
world  was  in  Mexico  City. 

Do  you  see  parallels  here  between  the 
willful  blindness  of  the  democracies  in 
the  1930s  vis-d-iis  the  Nazis  and  the 
current  U.S.  tendency  to  minimize  the 
Soviet  tfyreaf  In  the  late  1930s  people 
said,  Oh  well,  the  Germans  are  really  like 
us.  Once  they  get— you  name  it — Dan- 
zig, Sudetenland,  Austria,  they'll  settle 
down  to  enjoy  sauerkraut  and  beer  and 
dance  polkas. 

It's  even  worse  today  than  it  was  then. 
I  remember  when  the  Germans  took 
over  the  Rhineland. 

People  said:  "That's  all  Hitler  wanted. " 
That's  all.  The  Anschluss  was  in  Aus- 
tria. After  that  the  Sudetenland,  and 
after  that  came  the  Munich  agree- 
ment and  Chamberlain's  "peace  in 
our  time."  They  figured,  as  you  say, 
the  Germans  would  settle  down  to  eat 
sauerkraut  and  dumplings.  In  March 
1939  the  Germans  marched  into 
Czechoslovakia. 

And  the  same  thing  is  happening 
now,  but  much  more  serious.  Because 
don't  forget  that  the  Nazis  did  not 
have  the  international  appeal  the 
Marxist-Leninist  religion  has. 

Nazism  was  totally  racial  and  peo- 
ple reacted  against  it.  Marxism-Lenin- 
ism  is  in  favor  of  the  poor.  Afterwards, 
of  course,  they  couldn't  care  less 
about  the  poor.  People  don't  under- 
stand what  their  real  objectives  are 
and  what  their  true  nature  is.  So 
Americans  get  mixed  up.  And  this  is 
one  of  the  great  dangers.  ■ 
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n  1851,  when  America  won  the  first  Cup  Race,  Allendale's  engineers 
had  been  charting  a  winning  course  for  16  years. 


Outnumbered  by  seventeen  of  Britain's  best  sailing  vessels, 
\mcrica  streaked  across  the  finish  line  to  victory.  "Where  is  the 
econd?"  Queen  Victoria  asked.  "Your  Majesty,  there  is  no  sec- 
>nd,"  the  signalman  replied.  And  when  America  crossed  the  finish 
ine  eighteen  minutes  ahead  of  its  closest  competitor,  Allendale 
iad  been  leading  the  property  insurance  industry  for  16  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 


loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

After  a  century  and  a  half,  our  philosophy  is  not  about  to 
change.  Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 

Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


E,  BUT  IN  THE  ABILITY  TO  MANAGE  IT. 


Information  Technologies. 
Over  Your  Head?  Or  Overview?  

This  system  looks  viable.  So 
does  that  one.  While  yet  another  does 
almost  as  much  at  a  much  lower  cost. 

How  do  you  know  which  is  right 
for  your  business?  The  answer  is,  there 
may  be  no  single  answer.  In  today's 
ever-evolving,  high-tech  world  of  busi- 
ness information,  any  one  system  or 
product  is  only  part  of  the  solution.  Part 
of  a  long-range,  in-depth  systems 
architecture.  A  plan.  Specific  enough 
to  answer  today's  needs.  Open  enough 
to  provide  for  tomorrow. 

Who  can  help  you  with  that  kind 
of  thinking? 

We  can. 

We're  Bell  Atlantic.  And  we  can 
show  you  the  bigger  picture.  With 
the  kind  of  end-to-end  expertise  most 
companies  can't  offer.  From  local 
telephone  and  mobile  communications 
to  voice/data  networks  and  business 
information  systems.  From  computer 
maintenance  and  software  to  equip- 
ment leasing  and  financing,  we  can  put 
it  all  together. 

We're  an  integrated  family  of 
companies  offering  a  broad  range  of 
solutions  to  your  information  and 
communications  needs.  And  with  our 
unmatched  record  of  innovation, 
reliability  and  experience  in  moving  in- 
formation, we'll  help  you  find  the  surest 
route  to  business  success. 

For  more  information  about  the 
Bell  Atlantic  companies,  call  toll-free 
1-800-621-9900. 


©  Bell  Atlantic 

WE  MAKE  TECHNOLOGY  WORK  FOR  YOU." 


LOCAL  TELEPHONE  AND  MOBILE  COMMUNICATIONS 

Bell  of  Pennsylvania  »  C&P  Telephone  • 
Diamond  State  Telephone  •  New  Jersey  Bell  • 
Bell  Atlantic  Mobile  Systems 

INFORMATION  AND  COMMUNICATIONS  SYSTEMS 

Bell  Atlanticom™  •  Bell  Atlantic  Business 
Supplies  •  A  Beeper  Company  •  CompuShop** 
Bell.Atlantic  Business  Center  •  MAI  Canada  • 
Telecommunications  Specialists,  Inc. 

COMPUTER  MAINTENANCE  AND  SOFTWARE 

Sorbus"  •  Technology  Concepts,  Inc.  • 
Electronic  Service  Specialists/Ltd. 

DIVERSIFIED  FINANCIAL  SERVICES 

Bell  Atlantic  TriCon  Leasing  •  Bell  Atlantic 
Systems  Leasing  •  Bell  Atlantic  Properties 


What  Charles  Revson  sowed  at  Revlon, 
Ronald  Perelman  is  reaping. 


A  tale 
of  our  times 


By  Allan  Sloan 
and  Laura  Jereski 


Charles  Revson,  a  tough,  tem- 
peramental man  with  a  touch 
of  marketing  genius,  spent  43 
years  building  Revlon  Inc.  from  a 
startup  whose  capital  of  $300  was  bor- 
rowed from  loan  sharks  into  one  of 
the  world's  leading  beauty  compa- 
nies. When  he  died,  in  1975,  Revson's 
10%  piece  of  Revlon  was  worth  about 
$95  million.  He  was  rich  by  today's 
standards,  but  not  superrich. 

Enter  Ronald  Perelman.  Perelman 
isn't  a  Revsonesque  genius  about  cos- 
metics or  about  how  to  get  women  to 
open  their  purses — but  he  does  know 
how  to  shuffle  pieces  of  paper.  Yet, 
even  though  he  has  controlled  Rev- 
lon for  a  mere  18  months,  Perel- 
man, 44,  has  already  made 
great  deal  more  money  out  of 
his  holding  in  the  company 
than  Revson  made  in  more 
than  four  decades. 

To    be    sure,  Revson 
made  more  than  $90  mil- 
lion off  Revlon — he  peri- 
odically sold  shares  to 
subsidize  a  lavish  life- 
style.   But    there's  no 
doubt  that  Perelman  has 
made  much  more  money 
breaking  up  the  company 
than  Revson  made  by  build 
ing  it. 

At  $20.10  a  share,  the  price 
Perelman  is  offering  to  take  the 
company  private,  his  16,640,114 
shares  are  worth  $334  million,  or 
nearly  a  quarter-billion  dollars  more 
than  the  £92  million  he  paid.  Not  a 
bad  reward  for  18  months'  labor. 

What  did  Perelman  do  to  make  Rev- 
lon worth  so  much  more?  After  taking 
over  the  company  in  November  1985, 
Perelman  quickly  recouped  half  of  the 


$2.8  billion  purchase  price  (which 
consisted  of  $2  billion  of  cash,  $800 
million  of  assumed  debt)  by  selling 
$1.4  billion  of  assets.  Perelman  cut 
costs,  did  a  little  wheeling  and  dealing 
with  Revlon  assets  and  made  a  small 
fortune  for  Revlon  and  himself  by 
greenmailing  Gillette  and  CPC  Inter- 
national and  forcing  Transworld 
Corp.  to  sell  off  its  hotel  holdings. 

Technically,  today's  Revlon  is  real- 
ly the  old  Pantry  Pride  (formerly  Food 
Fair  Inc.),  which  Perelman  took  over 
in  June  of  1985.  Pantry  Pride — whose 
original  supermarket  assets  Perelman 

Gary  Hallgren 


has  sold  off — bought  Revlon  five 
months  later  and  was  renamed  Rev- 
lon Group  last  year. 

Pantry  Pride  shares  were  selling  at 
roughly  Perelman's  cost  ($5.50  or  so) 
when  the  raid  on  Revlon  started,  so 
the  increase  in  the  stock's  price  (and 
in  Perelman's  wealth)  is  attributable 
to  Revlon. 

Drexel  Burnham  Lambert,  which 
has  served  as  a  venture  capitalist  of 
sorts  to  Perelman,  has  made  $60  mil- 
lion to  $70  million  in  fees  and  under- 
writing commissions  from  Perel- 
man's purchase  of  Revlon  and  the  refi- 
nancing of  $925  million  of  the 
company's  debt.  Drexel  will  make  an- 
other $40  million  or  so  in  fees  and 
commissions  if  Revlon  goes  private. 

And,  assuming  a  $20.10-a-share 
buyout,  Drexel  and  its  principals  will 
have  an  indicated  profit  of  $37  million 
on  Revlon  stock  and  warrants  they 
obtained  on  favorable  terms.  Close  to 
a  quarter  of  a  billion  dollars  in  profits 
for  Perelman,  about  $140  million  in 
various  forms  for  Drexel. 

Should  the  deal  go  as  Perelman 
plans,  Drexel  will  raise  $880  million 
so  he  can  buy  out  Revlon's  public 
shareholders  and  pay  Drexel's  fee  and 
other  expenses.  As  he  has  throughout 
his  career,  Perelman  will  be  getting 
100%  financing.  However,  he  will 
have  to  put  up  all  his  Revlon  stock  as 
equity  and  have  his  wholly  owned 
MacAndrews  &.  Forbes  Group  guaran- 
tee the  debt. 
But  Perelman  had  something  that 
Charles  Revson  never  had:  tax  help 
from  Uncle  Sam.  (Revson's  es- 
tate, in  fact,  was  bedeviled 
with  tax  problems  and  was 
finally  settled  only  this 
year,  more  than  11  years 
after  his  death.) 

Revlon  cleverly  managed 
to  use  about  $400  million  of 
tax-loss  carryforwards, 
mostly  dating  back  to  Pantry 
Pride,  which  emerged  from 
Chapter   1 1    shortly  before 
Perelman  took  over.  Perelman 
apparently  sheltered  gains  on 
Revlon's  asset  sales  with  the 
losses  run  up  by  Pantry  Pride's  su- 
permarkets. Forbes  isn't  sure  of  ex- 
actly what  went  on — there  has  been 
no  disclosure  that  we  can  find — and 
the  company  declines  to  enlighten  us. 
Says  Vice  Chairman  Howard  Gittis: 
"We're  not  going  to  let  you  in  on  our 
tax  planning." 

Charles  Revson  made  his  fortune 
figuring  out  how  to  persuade  women 
to  buy  his  products.  Ron  Perelman 
has  made  a  bigger  fortune  at  Revlon 
figuring  out  how  to  buy  and  sell  busi- 
nesses. It's  the  story  of  our  times.  ■ 
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WE  DONT  BELIEVE 
COPIER  COMPANY'S  LATEST 

DEVELOPMENT  SHOULD 
SLICE,  DICE  OR  JULIENNE. 


While  other  copier  companies 
are  busy  making  all  kinds  of  other 
products,  at  Mita,  we're  busy  cooking 
up  a  remarkable  line  of  copiers. 

Like  the  amazing  new  Mita 
DC-1785.  It's  the  very  first  small  copier 
ever  to  offer  automatic  duplexing.  And 
besides  making  it  easy  for  you  to  copy 
on  both  sides,  the  DC-1785  lets  you 
enlarge,  reduce  and  copy  in  color. 

But  the  DC-1785  isn't  our  only 
copier  that's  outstanding.  Last  year, 
"What To  Buy  for  Business"  chose 
more  of  our  copiers  as  "Best  Buys" 
than  those  of  any  other  manufacturer. 

So  if  your  present  copier  is 
grating  on  your  nerves,  give  us  a  call 
at  1-800-ABC-MITA.  And  discover  the 
joys  of  a  copier  from  a  company  that 
wants  to  be  in  your  office,  not  in 
your  kitchen. 

i  1 

For  more  information  call:  1-800-ABC-MITA  or  write: 
Mita  Copystar  America,  Inc. 

Post  Office  Box  599,  West  Paterson,  New  Jersey  07424 


Company 
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City 


State 


Zip 
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ALL  WE  MAKE  ARE 
GREAT  COPIERS. 


1  MITA  COPYSTAR  AMERICA.  INC 


Robert  Pampliris  golden  years  have  been 
golden  indeed.  Since  retiring  as  chief  exec- 
utive of  Georgia-Pacific,  he  has  built  a 
$400  million  company. 

Bob  Pamplin's 
second  career 


By  Gary  Eisler 


AS  A  GRADUATE  STUDENT  at 
Northwestern  University, 
k  Robert  Boisseau  Pamplin 
chose  not  to  finish  getting  his  mas- 
ter's in  business.  Why  not?  Too  many 
courses  were  useless,  he  felt;  the  time 
was  too  valuable  to  waste.  Pamplin 
was  never  one  to  waste  time. 

So  it  was  that  in  1976  when 
Pamplin,  then  65,  retired  as  chief 
executive  of  giant  Georgia-Pacif- 
ic— forced  out  by  the  company's 
mandatory  retirement  policy — he 
went  right  back  to  work.  On  the 
very  day  he  cleaned  out  his  desk  at 
Georgia-Pacific,  Pamplin  bought 
himself  another  company,  Port- 
land, Ore.'s  Ross  Island  Sand  & 
Gravel. 

Ten  years  have  passed.  R.B.  Pam- 
plin Co.  is  now  a  $400  million 
(sales)  concern,  including  not  only 
the  original  sand  and  gravel  opera- 
tion but  19  textile  mills  in  the 
South.  The  whole  lot  employs 
more  than  6,600  people  and  netted 
some  $23  million  aftertax  last 
year.  To  put  that  in  perspective, 
Burlington  Industries,  the  U.S.' 
largest  textile  firm,  with  six  times 
the  sales  was  only  2Vi  times  as 
profitable  as  Pamplin's  company. 

Pamplin's  success  comes  as  no 
surprise  to  those  who  followed  his 
career  at  Georgia-Pacific.  When  he 
took  over  in  1957  it  had  sales  of 
$121  million.  By  1976  Georgia-Pa- 
cific, with  sales  of  S3  billion,  was 
the  second-largest  wood  products  out- 
fit in  the  U.S. — and  one  of  the  most 
profitable.  "At  Georgia-Pacific  I  liked 
to  double  sales  and  profits  per  share 
every  five  years,"  says  Pamplin,  who 
still  speaks  with  a  Virginia  accent 
though  he  has  lived  for  more  than  34 
years  m  the  Northwest.  "At  R.B.  Pam- 


plin, we're  doing  better  than  that." 

Pamplin  has  prospered  in  textiles 
during  a  decade  that  has  seen  the  clos- 
ing of  250  plants  and  the  loss  of 
350,000  jobs  in  the  textile  industry. 
He  has  done  it  without  any  experi- 
ence in  the  textile  business.  While  his 
textile  operations  are  in  South  and 
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Robert  Pamplin  Junior  and  Senior 
More  fun  than  bridge. 

North  Carolina,  Alabama  and  Geor- 
gia, his  corporate  offices  remain  in 
Portland — in  the  same  building,  just 
nine  floors  below,  as  his  old  office  at 
Georgia-Pacific.  Pamplin  has  not  even 
seen  4  of  his  19  mills. "I  don't  need  to 
see  them,"  he  says,  "I  can  read  a  bal- 
ance sheet." 


Why  did  he  go  into  textiles?  To  him 
business  is  business,  whether  it  is  tex- 
tiles or  paper  or  timber.  Textiles  sim- 
ply turned  out  to  meet  Pamplin's  ac- 
quisition criteria,  developed  when  he 
was  investing  Georgia-Pacific's  pen- 
sion funds.  He  looks  for  medium-size 
(sales  of  between  $50  million  and 
$100  million),  over-the-counter  com- 
panies that  have  not  attracted  the  at- 
tention of  institutional  investors. 
These  stocks,  he  reasons,  are  most 
likely  to  be  undervalued.  Within  that 
group,  Pamplin  isolates  manufactur- 
ing companies  that  had  been  in  busi- 
ness for  a  long  time — that  is,  at  least 
90  to  100  years.  He  figures  such  com- 
panies are  more  likely  to  have  valu- 
able assets  listed  on  their  books  at  a 
low  historic  cost.  He  also  looks  for 
companies  with  key  management  and 
shareholders  around  retirement  age, 
and  thus  more  likely  to  sell. 

"It's  not  that  we  were  particularly 
interested  in  textiles,"  explains  Pam- 
plin of  his  acquisitions,  "but  textiles 
were  more  undervalued  than  any- 
thing else." 
Today  Pamplin's  mills  manufac- 
ture denim  for  Wrangler  leans,  fab- 
ric for  work  clothes,  uniforms  and 
blouses,  as  well  as  upholstery  for 
furniture  and  recreational  vehicles. 
He  sells  materials  woven  with 
steel  threads  to  the  military  for 
radar-evasion  coverings  for  tanks. 
By  concentrating  on  these  and  oth- 
er markets,  Pamplin  has  shrewdly 
avoided  too  many  head-to-head 
confrontations  with  imports. 

Pamplin  uses  the  same  decen- 
tralized approach  he  used  at  Geor- 
gia-Pacific, breaking  the  company 
into  profit  centers.  That  way,  he 
says,  waste  and  inefficiency  can't 
be  hidden  in  one  big  balance  sheet. 
"We  put  one  person  in  charge  of  a 
department  and  hold  him  responsi- 
ble. That  way  we  can  clean  out  the 
deadwood.  Most  companies  are 
usually  overstaffed." 

Pamplin  demands  a  15%  return 
on  investment  from  his  operations. 
Some  of  the  return  above  that  he 
shares  with  employees  in  the  form 
of  a  bonus. 

Pamplin  was  rich  when  he  re- 
tired from  Georgia-Pacific.  Why 
did  he  go  back  into  business?  "It's  a 
game,  like  bridge,  for  him,"  says 
_    Robert  Pamplin  Jr.,  45.  Pamplin's 
only  son  is  also  the  largest  sharehold- 
er of  the  company  and  manager  of  its 
$22  million  sand  and  gravel  business. 
Pamplin  himself  puts  a  different  face 
on  it:  "I  believe  we  have  a  responsibil- 
ity to  use  our  God-given  talents,  and 
that's  why  I  didn't  want  to  retire  at 
65."  ■ 
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Astute  investors  often  initiate  their  investiga- 
tion into  a  company's  investment  potential 
by  analyzing  its  single  most  important  docu- 
ment, the  annual  report.  The  companies 
whose  advertising  appears  on  the  following 
pages  want  you  to  know  more  about  them  by 
making  their  annual  reports  available  FREE 
to  Forbes'  readers.  You  are  under  no  obliga- 
tion. Simply  circle  the  numbers  of  the  compa- 
nies that  interest  you  on  the  postpaid  reply 
cards  provided.  Forbes  will  forward  your  re- 
quests directly  to  the  companies,  and  they 
will  send  their  reports.  Please  allow  a  few 
weeks  time  for  processing. 


ACTMEDIA,  INC. 


"The  War  Is  In  the  Store" 
The  only  national  in-store  mar- 
keting company  is  helping  con- 
sumer product  manufacturers  win 
the  marketing  battle  where  81% 
of  all  buying  decisions  are  made — 
the  store. 

Actmedia's  services — the 
placement  of  advertisements  on 
shopping  carts,  aisle  directories, 
and  retail  shelves;  couponing  pro- 
grams, in-store  demonstrations 
and  sampling — are  all  utilized  by 
virtually  every  packaged  goods 
company  in  the  country  in  19  out 
of  the  nation's  top  20  supermarket 
retail  chains.  These  sevices  pro- 
vide the  company's  blue  chip  client 
roster  with  the  arsenal  to  efficiently  reach  over  60%  of  all  U.S.  house- 
holds with  its  product  messages  where  its  products  are  sold. 

Actmedia's  1986  revenues  rose  48.6%,  from  $44,014,000  to 
$65,412,000,  with  pre-tax  income  rising  58%,  from  $2,516,000  to 
$3,986,000. 

Send  for  our  1986  annual  report  for  a  review  of  Actmedia's  tremendous 
performance  and  a  preview  of  the  endless  growth  opportunities  that 
await  this  dynamic  hard-charging  company. 


AMP  Incorporated 

Over  15%  compound  annual  growth  rate 
for  over  30  years.  Outlook  improving.  9% 
of  sales  spent  on  RD&E. 


Sales 

(Mil) 

EPS 

Div. 

1986 

$1,933 

$1.52 

74c 

1985 

1,636 

1.00 

72c 

1984 

1,813 

1.87 

64<t 

1983 

1,515 

1.52 

53  V* 

1975 

410 

24<t 

Steady  Growth — through  new  products  and  markets.  Sales  up  all  but 
4  of  45  years.  80-90%  of  sales  electronics-oriented.  Broad  Diversifi- 
cation— leading  producer  of  electrical/electronic  connection  devices. 
Over  100,000  types/sizes;  100,000  customers.  Subsidiaries  in 
25  countries.  Industry  leader  with  strong  worldwide  capabil-  p 
hies.  (AMP-N.Y.S.E  ).  £ 
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Affiliated  Publications, 
Inc. 


Affiliated  Publications,  Inc.  is  the  parent 
company  of  Globe  Newspaper  Company, 
publisher  of  New  England's  largest  news- 
papers, The  Boston  Globe  and  The  Boston 
Sunday  Globe. 

Through  its  association  with  McCaw 
Communications  Companies,  Inc.  of 
Kirkland,  Washington,  Affiliated  also  has 
major  interests  in  the  personal  commu- 
nications fields  of  paging  and  cellular  radio 
telephones. 

In  addition,  Affiliated  owns  The  Globe  Pequot  Press  Inc.,  a  publisher 
and  retailer  of  fine  books.  ^ 


ALLTEL  Corporation 

ALLTEL  Corporation,  a  leading  telecom- 
munications company,  provides  quality 
service  to  nearly  one  million  customers 
in  19  midwestern,  eastern  and  southern 
states.  ALLTEL  also  has  subsidiaries  or 
investments  in  companies  providing  cel- 
lular telephone,  wide-area  paging,  and  fiber- 
optic-based long-distance  telephone  service, 
equipment  supply  and  other  telecom- 
munications related  businesses.  Total  re- 
turn to  common  shareowners  has  averaged 
28%  per  year  over  the  last  five  years.  1986's 
return  was  41%. 


American  Business 
Products,  Inc. 

American  Business  Products,  Inc.  is  q 
nation's  fourth  largest  producer  of  print] 
business  supplies,  including  business  fori 
for  computer  printers  and  word  processed 
envelopes  and  books,  and  also  distribui 
specialized  computer  systems  and  relac 
products.  ABP  has  achieved  an  impress) 
rate  of  growth  from  its  focus  on  selh 
solutions  to  business  needs.  Over  the  k 
ten-year  period,  sales  compounded  at 
annual  rate  of  11.5%,  with  net  income  al 
earnings  per  share  growing  at  a  compound  rate  of  13.6%  per  annul 
ABP  has  paid  cash  dividends  consecutively  since  1941  and  has 
increased  its  payments  to  shareholders  in  each  of  the  last  30 
years. 


Ameribanc  Investors 
Group 

Ameribanc  Investors  Group,  with 
assets  exceeding  $800  million,  is 
the  holding  company  for  Amer- 
ibanc Savings  Bank  and  a  diver- 
sified real  estate  investment 
company.  Over  the  last  six  years 
operating  income  has  grown  at  an 
average  rate  of  91%  annually,  while 
income  per  share  has  grown  at  an 
average  rate  of  61%  annually. 
Principal  activities  include  retail 
thrift  operations,  mortgage  lend- 
ing, construction  and  development 
financing,  and  mortgage  banking. 
Ameribanc's  operations  are  fo- 
cused on  the  dynamic  growth 
markets  of  the  Washington,  D.C. 
metropolitan  area  and  the  Tide- 
water region  of  Virginia  (Virginia  Beach  and  Norfolk). 


American  Express 
Company 

American  Express'  earnings  achieved  a  ft 
by  exceeding  $1  billion  in  1986.  Each 
its  operating  units  posted  record  earnin 
and  contributed  to  an  overall  20  perce 
return  on  average  equity  from  continui 
operations,  compared  with  16  percent 
1985.  Its  businesses  include  the  charge  ca: 
Travelers  Cheque,  travel,  data  processir 
international  banking,  brokerage,  inve: 
ment  banking,  personal  financial  plannii 
life  insurance  and  asset  manageme 
industries. 


American  General 
Corporation 

American  General,  an  insurance-based  • 
versified  financial  company,  ranks  as  t 
fifteenth-largest  insurance  organization 
the  world  on  the  basis  of  its  $$22.9  billii 
in  assets.  Headquartered  in  Housto 
American  General  Corporation  is  the  p; 
ent  company  of  a  nationwide  group  of  c 
erating  subsidiaries  that  market  financ: 
products  and  services  in  all  fifty  states  a 
Canada. 


American  Brands,  Inc. 


American  Brands  is  a  worldwide  holding 
company  with  two  core  businesses — 
packaged  consumer  goods  and  financial 
services.  1986  sales  were  a  record  $8.5  bil- 
lion and  net  income  was  $365.3  million, 
or  $3.18  per  share. 

American's  subsidiaries  produce  such 
well-known  products  as  Pall  Mall,  Carlton, 
Lucky  Strike  and  Tareyton  cigarettes, 
Sunshine  cookies  and  crackers,  Master 
locks,  Jim  Beam  bourbon,  Titleist,  Pinnacle 
and  Foot-Joy  golf  products,  Swinglme  sta- 
.  >s  lotion  Service  businesses  include  Pinkerton's  security 
•  :  >  mcl  Southland  Life  insurance. 


Ameritech 

Ameritech  is  the  parent  of  five  Bell  coi 
panies  and  other  communications-relat 
subsidiaries.  Earnings  in  1986  rose  5.6 
to  $1.14  billion. 

Its  Bell  companies  serve  more  than 
million  customers  in  Illinois,  Indiar 
Michigan,  Ohio  and  Wisconsin.  Oth 
subsidiaries  are  leaders  in  cellular  mob: 
phone  service,  directory  advertising  x 
publishing,  communications  equipmei 
systems  software  products  and  lease 
nancing.  Their  markets  are  worldwide. 
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Armco,  Inc. 


We're  Building  a  New  Armco!  As  a  producer 
of  specialty  coated  carbon  steels,  electrical 
and  stainless  steels,  and  oilfield  equipment 
and  machinery,  Armco  has  survived  a  steel 
industry  depression  by  selling  assets, 
downsizing,  and  paying  down  debt.  Now 
we're  ready  to  build  an  even  better  tech- 
nology-driven company  committed  to  de- 
veloping, producing  and  marketing  high- 
value-added  metallic  materials. 


11 


Baldor  Electric  Co. 

That's  right.  We  strengthened  our  com- 
petitive position  in  virtually  all  aspects 
of  our  business — thus  significantly  in- 
creasing our  market  share.  We  improved 
quality,  availability  and  diversity  of  indus- 
trial electric  motors  for  an  expanded  di- 
versity of  markets.  One  example  is  our 
new  Motion  Products  Group  that  utilizes 
sophisticated  electronic  technology  for  our 
servomotors  and  servodrivers  for  exciting 
growth  markets.  These  and  other  compet- 
itive advantages  are  highlighted  in  the 
Annual  Report. 
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IM  Internotionol  Inc. 
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Driv-ng  the  Future 
The  Power  of  Ideos 
Annuol  Report 
1  9  8  6  


BDM  International,  Inc. 

BDM  is  a  diversified  growth-oriented 
professional  and  technical  services  firm 
serving  clients  in  defense,  communica- 
tions, logistics,  energy,  space,  manufac- 
turing, banking  and  insurance,  and  other 
areas.  For  1986,  its  17th  straight  year  of 
record  revenue  and  net  income,  BDM 
posted  totals  of  $322.2  million  in  revenue 
(up  29% ),  $13.6  million  in  net  income  (up 
29%),  and  $1.21  in  EPS  (up  16%).  Year-end 
contract  backlog  was  at  a  historic  high 
point  ($453  million).  (AMEX:  BDM) 
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The  British  Petroleum 
Company  p.l.c. 

The  British  Petroleum  Company  p.l.c.  is 
the  parent  company  of  one  of  the  world's 
largest  international  oil  and  natural  re- 
sources groups.  Key  strengths  are  in  oil 
and  gas  exploration  and  production,  supply, 
marketing  and  technology.  Other  major 
activities  include  chemicals,  nutrition, 
minerals  and  coal.  The  group  has  a  sizeable 
stake  in  the  U.S.  through  its  interest  in 
The  Standard  Oil  Company.  Dividends  have 
been  paid  to  BP  shareholders  without  interruption  for  over  60  years. 
NYSE  Symbol:  BP 
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BFCE 

BFCE  stands  among  the  main  French  banks 
in  providing  to  the  internationally  oriented 
firms  a  full  range  of  financial  facilities  and 
services.  Involved  in  corporate  banking, 
BFCE  counts  among  its  clients  the  vast 
majority  of  the  firms  contributing  to  French 
foreign  trade.  In  1986  its  balance  sheet 
reached  USD  $36  billions.  It  operates 
branches  in  New  York,  London,  Milan  and 
Singapore  and  has  a  number  of  represent- 
ative offices  in  key  cities  throughout  the 
world. 
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Brush  Wellman  Inc. 

Brush  Wellman  Inc.,  a  leader  in  beryllium 
technology  and  high  reliability  engineered 
materials,  is  a  fully  integrated  producer 
and  supplier  of  beryllium,  beryllium  alloys 
and  beryllia  ceramic.  The  company  also 
supplies  specialty-clad  metal  systems  and 
precious  metal  products.  Sales  have  grown 
at  a  compound  annual  rate  of  15%  for  the 
last  10  years.  A  16%  compound  growth 
rate  in  income  from  continuing  operations 
during  the  same  period  has  permitted  con- 
sistent increases  in  the  annual  dividend. 
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i  Powerful  Investment  Market 

of  Forbes'  subscribers  have  investment  portfolios  that  average 
718,000  in  value.  Forbes  subscribers  represent  an  essential  investor 
larket  for  your  company's  annual  report. 


CP  National  Corporation 

CP  National  Corporation  is  a  San  Fran- 
cisco-based diversified  communications 
and  energy  services  company  combining 
the  strength  and  stability  of  an  established 
telephone  and  energy  utility  company  with 
the  growth  potential  of  a  rising  electronics 
manufacturing,  energy  services  and  in- 
vestment company.  NYSE:  CPN 
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CRL  Central  Reserve 
Life 

After  a  decade  of  consistent  gains  and  phe- 
nomenal growth,  Central  Reserve  Life 
continues  to  be  "the  preferred  company." 
Ten  years  ago,  present  management  took 
an  innovative,  rather  daring  concept — of- 
fering maximum  coverage  at  minimum 
cost  exclusively  to  preferred  groups — and 
made  it  work.  The  concept  proved  so  suc- 
cessful that  today,  CRL  is  a  leader  in  the 
small  employer  group  health  insurance 
market. 
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CENTEL 


Centel  Corporation 


Telephone 
Cable  Telev  ision 
Business  Systems 


The  right  businesses, 
the  right  people 


Chicago-based  Centel  Corporation,  w 
assets  of  $2.9  billion  and  1986  earnings 
$107.9  million  on  revenues  of  $1.37  billi 
is  a  telecommunications  company.  Its  f 
mary  businesses  are  telephone,  cable  i 
evision  and  business  communicatid 
systems.  In  1986,  Centel  invested  $& 
million  to  acquire  additional  cable  to 
vision  and  business  systems  operatioi 
and  also  raised  its  cash  dividend  for  I 
24th  consecutive  year.  Las  Vegas,  whi 
is  served  by  Centel 's  Central  Telepha 
subsidiary,  became  the  largest  metropolitan  area  in  the  United  Stai 
to  be  completely  served  by  digital  central  office  switching  technoloi 


CSX  Corporation 

CSX  is  much  more  than  a  railroad,  it's 
now  a  full  service  transportation  company 
offering  One-Stop  Shipping  (SM)  by  rail, 
barge,  truck  and  container  ship.  Early  this 
year,  the  company's  purchase  of  Sea-Land 
Corporation  won  approval,  which  means 
that  CSX  now  circles  the  globe.  With  nearly 
$13  billion  in  assets,  CSX  also  operates 
business  groups  in  energy,  properties  and 
technology,  adding  diversified  strength  to 
its  principal  transportation  group. 
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Chemed  Corporation 


Chemed  Corporation,  a  Cincinnati-bas 
international  specialty  chemical  compai 
holds  leading  positions  in  institutional  j 
industrial  cleaning  and  maintenance;  \a 
itorial  supply  products  and  services;  lau 
dry  detergents  and  related  specialties;  wai 
treatment;  and  residential  and  industr 
sewer,  drain,  and  pipe  cleaning.  Sales 
1986  increased  10%,  to  $359  millic 
Chemed  has  increased  its  dividend  s« 
enteen  times  in  its  sixteen  years  as  a  pub 
company  and  has  a  current  indicated  a 
nual  dividend  rate  of  $1.60  per  share. 


Cam-Net  Communications 
Network  Inc. 

1986  annual  report 


"Providing  long  distance 
telephone,  microwave 
and  satellite  uplink 
services  in  Canada  and 
the  U.S.  ' 


CAM-NET 


CAM-NET,  a  full-spectrum  telecom- 
munications corporation,  provides  alter- 
native long  distance  service  in  British 
Columbia,  Canada,  and  the  U.S.  Pacific 
Northwest.  Recent  regulatory  decisions  in 
Canada  allow  CAM-NET  to  expand  into 
the  Canadian  cities  with  the  bulk  of  Can- 
ada's multi-billion  commercial  long  dis- 
tance business. 

Northstar,  a  wholly  owned  subsidiary 
with  its  own  digital  microwave  network, 
is  an  FCC  licensed  common  carrier,  spe- 
cializing in  all  aspects  of  voice  and  data  transmission  in  the  Western 
U.S.  Northstar  owns  and  operates  a  mobile  satellite-uplink  facility 
providing  remote  television  transmission  services  to  broad- 
casters, corporations  and  governments.  2Q 


Chieftain  Development 
Co.  Ltd. 

Chieftain  had  one  of  the  best  exploratit 
years  in  its  22-year  history,  significant 
increasing  gas  and  oil  reserves.  Oil  pi 
duction  almost  doubled,  to  3,060  barre 
daily,  and  gas  production  was  maintain' 
at  29.3'million  cubic  feet  daily.  Financi 
results  for  1986  were:  revenue  $74  millic 
cash  flow  $28.3  million  and  net  incor 
from  continuing  operations  $7  millio 
Listed:  ASE,  TSE 
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Capita! 
Southwest 
Corporation 


pounded 
Mgh 


annual  rati: 

1986. 
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Capital  Southwest 
Corporation 

As  the  largest  publicly  traded  venture 
capital  investment  company,  Capital 
Southwest  Corporation  (NASDAQ-CSWC) 
is  an  investment  vehicle  for  both  large  and 
small  shareholders  whose  objective  is  to 
achieve  long-term  capital  appreciation.  The 
portfolio  includes  major  holdings  resulting 
from  leveraged  buyouts  plus  investments 
in  a  number  of  small  businesses  believed 
to  have  favorable  growth  potential.  Net 
asset  value  per  share  increased  at  a  corn- 
er 20%  during  the  ten  years  from  1976 
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dividends  since  1921 
effect  on  our  financial  picture 


CILCORP  Inc. 

Formed  as  a  holding  company  in  198 
CILCORP's  diversified  operations  inclu 
an  electric  and  gas  utility  serving  Centi 
Illinois,  an  investment  management  su 
sidiary  administering  the  Company's  i 
vestment  policy  and  managing  its  portfob 
a  venture  capital  subsidiary  pursuing  i 
vestment  opportunities  in  new  and 
panding  businesses,  a  long-distam 
telecommunications  company,  and  an  e 
gineering  firm  The  Company  and 
predecessor  have  paid  quarterly  commc 
'Diversification  will  continue  to  have  a  positi- 
|NYSE:CER) 
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Citicorp 

Investment  Bank 

One  of  Citicorp's  core  businesses  has 
issued  its  own  annual  report.  Called 
"Citicorp  Investment  Bank  1986  Annual 
Review,"  the  magazine-style  publication 
contains  a  wealth  of  information  on 
Citicorp's  investment  banking  business 
around  the  world,  as  well  as  on  the  state 
of  the  international  and  domestic  capital 
markets. 
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Consumers 
Financial  Corporation 

Consumers  Financial  Corporation  1986 
revenues  increased  23%  while  net  income 
increased  45%.  The  life  insurance  subsid- 
iaries sell  credit  life  and  disability  insur- 
ance through  automobile  dealers  in  the 
Mid-Atlantic  and  southeastern  states. 
Universal  Life  policies  comprise  85%  of 
the  ordinary  life  insurance  sales.  Interstate 
Auto  Auction,  Inc.  provides  an  outlet  for 
dealers  to  buy  and  sell  used  and  fleet  or 
leased  automobiles. 
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City  Resources 
(Canada)  Limited 


City  intends  to  complete  final  feasibility 
by  August  at  its  wholly-owned  Graham 
Island  Gold  Project  in  British  Columbia's 
Queen  Charlotte  Islands.  Known  recover- 
able reserves  are  in  excess  of  1.25  million 
ounces  and  plans  call  for  an  open  pit,  4000 
to  6000  tpd  operation  based  on  an  8-9  year 
mine  life.  Initial  projections  are  for  7  mil- 
lion tons  averaging  .10  opt  at  a  direct  cost 
of  $200  U.S. /ounce;  second  phase  mining 
is  projected  at  9  million  tons  grading  .063 
pt.  City  trades  on  the  Vancouver  Stock  Exchange  (CIZ)  and  in  the 
J.S.  through  NASDAQ  (CCIMF). 
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Deb  Shops,  Inc. 

Deb  is  a  growing  chain  of  190  specialty 
apparel  stores  offering  moderately  priced, 
fashionable,  coordinated  sportswear, 
dresses,  coats  and  accessories  to  the  junior 
sized  fashion-conscious  female. 

FINANCIAL  HIGHLIGHTS 
Year  Ended  January  31 

(in  thousands  except  per  share  data) 


1987  1986 

Net  Sales  $181,412  $147,104 

Net  Income  $  12,615  $  10,350 

Net  Income  per  Share  $      1.65  $  1.37 

Book  Value  per  Share  at  $     6.63  $  5.18 

Year  End 


1985 
$120,405 
$  7,580 
$  1.04 
$  3.96 
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Coachmen  Industries, 
Inc. 

Coachmen  Industries,  Inc.  is  a  leading 
manufacturer  of  recreational  vehicles  with 
a  wide  variety  of  products  that  appeal  to 
the  growing  number  of  people  who  choose 
the  RV  lifestyle  for  their  leisure  time 
pleasure.  The  corporation  also  has  a  major 
interest  in  manufactured  homes,  the  af- 
fordable alternative  to  high  priced  conven- 
tionally built  housing. 
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The  Dow 

Chemical  Company 

Dow's  1986  performance  demonstrated 
clear  benefits  from  the  strategic  redirection 
initiated  eight  years  ago.  Dow  earned  $3.82 
per  share,  or  $732  million,  on  shares  of 
$11.1  billion.  Operating  income  was  $1.3 
billion.  Stockholders'  equity  rose  eight 
percent  to  over  $5  billion.  Dow's  earnings 
outlook  for  1987  is  bright.  Our  balance 
sheet  is  strong.  The  momentum  is  in  place 
for  greater  growth  into  the  21st  century. 
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CompuTrac,  Inc. 

CompuTrac,  Inc.  (AMEX-LLB),  a  leader  in 
computerized  law  firm  management  and 
information  retrieval  systems,  announced 
earnings  growth  of  over  50%  for  its  third 
consecutive  year.  Revenues  were  reported 
in  excess  of  $10.3  million,  with  earnings 
just  under  $2.0  million. 

The  Company  is  currently  distributing 
a  100%  common  stock  dividend,  and  will 
be  making  payments  of  cash  dividends 
during  its  current  fiscal  year. 
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ERC  International 

ERC  International,  a  technical  and  profes- 
sional services  firm,  has  grown  at  an  annual 
compounded  growth  rate  of  52  percent  in 
revenues  and  47  percent  in  earnings  from 
continuing  operations  since  its  inception 
in  1976.  ERCI  serves  four  major  areas:  de- 
fense, energy,  environment  and  facilities 
management,  from  over  50  offices  world- 
wide. ERCI  reported  1986  revenues  of  $95.3 
million  and  earnings  of  $4.1  million  from 
continuing  operations.  NYSE:  ERC 
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Eaton  Financial 
Corporation 

Eaton  Financial  Corporation  is  a  leading 
independent  "small  ticket"  leasing  com- 
pany servicing  more  than  50,000  customers 
in  50  states  through  a  network  of  decen- 
tralized, computer-linked  offices.  The 
Company  specializes  in  leasing  general 
purpose  office  and  business  equipment 
costing  less  than  $50,000  to  commercial 
users.  During  the  last  five  years,  total  in- 
come has  grown  at  a  70%  compounded 
rate. 
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Fansteel  Inc. 

Fansteel  Inc.,  North  Chicago,  Illinois, 
an  integrated  producer  of  refractory  metj 
which  also  fabricates  special  metal  pr< 
ucts  for  the  electronic,  electrical,  aircrs 
aerospace,  metalworking,  and  energy 
dustries.  Sales  for  the  year  1986  w< 
$210,127,000,  with  net  income 
$2,774,000.  Fansteel  common  stock 
traded  on  the  New  York  Stock  Exchai 
under  the  symbol  FNL. 


Echo  Bay  Mines 

Echo  Bay  is  a  major  North  American  gold 
producer  committed  to  growth.  Production 
in  1986  totalled  320,693  ounces  at  a  cash 
production  cost  of  S192  per  ounce  and  for 
1987  is  estimated  to  be  480,000  ounces  at 
a  cost  of  $200.  Echo  Bay  concentrates  on 
long-reserve-life,  low-cost  properties  in 
North  America.  The  Company  has  a  port- 
folio of  development  properties  and  is  in  a 
strong  financial  position  to  undertake  fu- 
ture growth  opportunities. 
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Fay's  Drug  Company,  In- 

Fay's  Drug  Company,  Inc.  operates 
largest  super  drug  store  chain  in  t 
Northeast  with  155  stores.  Fay's  also  c 
erates  13  auto  parts  and  supply  stores  unc 
the  name  "Wheels  Discount  Auto  Suppl 
and  eight  office  supply,  book  and  greeti 
card  stores  under  the  name  "The  Pap 
Cutter."  For  the  year  ended  January 
1987,  Fay's  reported  net  earnings  of  $<■ 
million  on  sales  of  $452  million. 


Engelhard  Corporation 

1986  net  earnings  increased  25%  on  the 
strength  of  new  specialty  chemical  prod- 
ucts, market  share  gains  and  improved  op- 
erating efficiencies.  Dividends  were 
increased  during  the  year  and  again,  more 
recently,  in  conjunction  with  a  three-for- 
two  stock  split. 

In  its  Annual  Review  1986,  Engelhard's 
commitment  to  advanced  technologies  is 
documented  in  customer  case  histories 
with  32  leading  companies. 
NYSE:EC 
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FlightSafety 
International,  Inc. 

FlightSafety  International  (FSI-NYSE)  offe 
high  technology  training  to  operators 
aircraft,  ships  and  electrical  utilitie 
Founded  in  195 1 ,  it  has  29  learning  cente 
with  more  than  85  flight  simulators  i 
the  U.S.,  Canada  and  France,  training  moi 
than  26,000  pilots  and  2,500  maintenanc 
technicians  annually.  Nineteen  fixed  ar 
rotary-winged  aircraft  manufacturers  has 
FSI  as  their  authorized  training  organiz; 
tion.  In  1986,  net  income  was  $29,496,001 
equal  to  $1.32  per  share,  on  revenues  of  $107,912,000.  Capital  e: 
penditures  were  a  record  $87.7  million. 

4« 
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tnd  Stockholm  stock  exchanges. 


Esselte  Business 
Systems  Inc. 

Excite  Business  Systems  Inc.  is  a  world- 
wide manufacturer  and  marketer  of  office 
supplies,  graphic  art  supplies,  and  retail 
supplies  and  equipment.  The  company's 
brand  names  are  among  the  best  known 
in  their  fields,  including:  Pendaflex®, 
Dymo*,  Oxford®,  and  Boorum  &  Pease® 
in  Office  Supplies;  Letr2set®,  Nielsen®, 
and  ITC  in  Graphic  Art  Supplies;  and 
Meto*  in  Retail  Supplies  and  Equipment. 
The  company's  shares  are  listed  on  the 


Forbes  Annual 
Report  Section 


Take  advantage  of  Forbes 
Annual  Report  Advertising 
Sections,  appearing  twice  a 
year  (Spring  and  Fall), 
to  receive  important  invest- 
ment information  at  no  ob- 
ligation. Both  editions 
feature  convenient  post- 
paid reader  service  cards, 
which  enable  Forbes'  read- 
ers to  obtain  annual  re- 
ports on  companies  of 
their  choice  absolutely  free. 
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brum  Reinsurance 
ompany 


Forum 
Reinsurance 
Company 
Limited 


Report  and  Accounts 
January  15,  1987 


"The  Specialist  Financial  Insur- 
ance Products  Company."  Forum, 
a  Bermuda-domiciled  insurance 
company,  specializes  in  financial 
insurance  products  for  both  in- 
sureds and  insurers. 

Products  are  individually  tai- 
lored for  clients  to  ensure  opti- 
mum fiscal,  regulatory  and 
presentational  needs.  For  major 
U.S.  corporations  Forum  offers  in- 
novative solutions  to  the  problems 
of  large  Self  Insured  Retentions 
and  Reserves. 

In  1987  Forum  will  be  seeking 
to  increase  its  product  range  by 
acquiring  certain  U.S.  domestic 
insurers,  and  to  broaden  its  share- 
holder base  to  include  the  U.S. 
public. 
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Galileo  Electro-Optics 
Corporation 


We  develop,  manufacture  and  market  fiber- 
optic and  electro-optic  components  that 
sense,  transmit  or  intensify  light  or  images. 
Our  products  are  sold  primarily  to  original 
equipment  manufacturers  for  use  in  mil- 
itary night  vision  devices,  scientific  and 
analytical  instruments  and  a  variety  of 
commercial  applications. 

In  1986  our  revenues  increased  by  59%, 
to  a  record  $26.2  million.  We  also  achieved 
record  levels  of  profitability,  earnings  per 
share  and  backlog  during  1986.  NASDAQ  Symbol:  GAEO. 
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Genco  Industries  Inc. 

Through  its  joint  venture  with  the  nation's 
leading  experts  in  coalbed  methane  gas 
recovery  technology,  Genco  plans  to  gen- 
erate and  market  electricity,  thus  tapping 
into  a  specialized  niche  in  the  multibillion- 
dollar  cogeneration  industry.  Genco  also 
holds  two  gold  prospects,  in  the  California 
Mother  Lode  near  Golden  bell's  Pine  Tree 
Project  and  in  Nevada  near  AMAX  Min- 
erals' prolific  Sleeper  Mine.  Genco  trades 
in  Vancouver  ("GNI"),  with  quotations 
available  in  the  pink  sheets. 
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aannett  Co.,  Inc. 


Gannett's  76-page  annual  report 
reflects  a  remarkable  year  of  con- 
tinued growth  and  progress  that 
make  Gannett  the  most-talked- 
about  media  company  in  the  USA. 
Individual  sections  are  devoted  to 
newspapers,  USA  TODAY,  tele- 
vision, radio,  outdoor,  products, 
people  and  financial  reports. 

Highlights:  1986  acquisitions  of 
The  Courier- Journal  at  Louisville, 
KY.,  and  the  Arkansas  Gazette  at 
Little  Rock;  addition  of  four  radio 
stations  in  Dallas,  Kansas  City 
and  Seattle,  and  the  announcement 
of  Gannett's  programming  part- 
nership with  Grant  Tinker. 


Georgia  F&ciftc 


Georgia-Pacific 
Corporation 

1986  was  a  year  of  solid  performance  for 
Georgia-Pacific.  Net  income  rose  58%  over 
1985,  to  $296  million.  Sales  reached  $7.2 
billion  as  compared  with  $6.7  billion  the 
previous  year.  And  we  continued  to  improve 
productivity  and  upgrade  our  product  mix 
Send  for  more  good  news  in  our  annual 
report,  in  print  or  video. 
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Golden  Triangle 
Royalty  &  Oil,  Inc. 
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Fifteen  new  successful  oil  wells  with 
combined  initial  potentials  exceeding 
17,000  barrels  of  oil  per  day  have  been 
discovered  on  GTRO's  471,000  net  royalty 
acres  under  5,700,000  acre  AP  299.  This 
is  one  of  14  concessions  in  Australia,  cov- 
ering 62,184,640  gross  surface  acres  in 
which  GTRO  holds  3,429,584  net  royalty 
acres  of  overriding  royalties.  Further  active 
drilling  and  exploration  under  way  on 
Australian  holdings.  Has  royalty  and  WI 
income  horn  small  interests  in  105  oil  and  gas  wells  in  the  U.S.  GTRO 
has  no  debt  and  uses  conservative  royalty  approach  to  the  oil  ac 
and  gas  business.  NASDAQ  symbol:  GTRO. 
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Granges  Exploration 

Ltd. 

Granges  Exploration  Ltd.  (GXL)  is  a  Ca- 
nadian gold  company  which  currently 
manages  over  80  mineralexploration  proj- 
ects in  Canada  and  the  U.S.A.  Gold  pro- 
duction is  projected  at  45,000  ounces  in 
1987  and  100,000  ounces  in  1988.  The  1987 
exploration  budget  is  Cdn.  $13  million  and 
will  focus  on  gold. 

At  March  31,  1987  GXL  had  13.9  million 
shares  issued  and  outstanding;  fully  diluted 
20.0  million  shares.  GXL  is  listed  on  the 
AMEX  and  TSE. 


Horizon  Gold  Shares, 
Inc. 

Horizon  Gold  Shares,  Inc.  (NASD 
"HRIZ")  is  a  gold  producer  with  operat: 
located  in  northern  Nevada.  Horizon  o1 
claims  or  holds  leases  covering  appr 
mately  30,000  acres  in  the  Western  1 
For  the  9  months  ending  December 
1986  the  Company  reported  earning 
$792,000,  for  $0.08  per  share.  Gold 
duction  for  that  period  totalled  in  exi 
of  6,200  ounces  at  a  cash  cost  under  S 
per  ounce. 
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Grow  Group,  Inc. 


Grow  Group,  Inc.,  a  leading  producer  of 
specialty  chemical  coatings,  paints  and 
private  label  household  products,  reported 
record  earnings  for  fiscal  1986  of  $10  million 
from  continuing  operations  on  revenues 
of  $366  million,  primarily  due  to  the  Feb- 
ruary 1986  acquisition  of  Perrigo  Company, 
the  largest  U.S.  producer  of  private  label 
OTC  pharmaceuticals,  health  and  beauty 
aids.  In  August  1986,  Grow  acquired  the 
Aqua  Chem  line  of  pool  chemicals  and 
certain  household  products  from  a  division 
of  Georgia-Pacific.  In  January  1987,  Grow  paid  its  21st  stock  dividend, 
and,  in  April,  its  92nd  consecutive  quarterly  cash  dividend. 
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IU  International  Corp. 

IU  International  is  a  diversified  servi 
company  with  1986  revenues  of  $1.5  billi 
IU's  operating  units  have  leadership 
sitions  and  growth  strategies  in  three  m; 
markets:  distribution,  environmental ; 
transportation  services.  IU  operatn 
include  the  nation's  largest  truckle 
transportation  group,  the  leader  in  er 
ronmental  services  to  steel  mills  worldw 
and  utilities  in  the  U.S.,  and  a  major  c 
tributor  of  food  products  in  the  Southe; 


Hexcel  Corporation 

Hexcel  Corporation  is  an  international  de- 
veloper and  manufacturer  of  value-added 
honeycomb,  advanced  fiber  composites, 
and  specialty  chemicals  and  resins  used 
in  the  aerospace,  space  and  defense,  and 
other  industries. 

For  1986,  Hexcel 's  sales  increased  23 
percent,  to  $290.4  million;  net  income  in- 
creased 25  percent,  to  $9.7  million;  and 
earnings  per  share  increased  21  percent, 
to  $2.28. 
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Idaho  Power  Company 

Outstanding  snow  and  streamflow  c« 
ditions  in  recent  years  have  given  this  p 
dominantly  hydroelectric  utility  a  rex 
solid  financial  foundation.  Among  our  go 
for  1987:  the  stimulation  of  our  serv 
area's  economy,  a  more  aggressive  ind 
trial  development  effort,  achieving  adequ 
rate  relief,  the  development  of  wholes 
markets  outside  our  service  area  and  cc 
tinued  diversification.  But  no  nucle 
involvement. 


HON  INDUSTRIES 

1966  Annual  Report 


HON  Industries 


This  Fortune  500  company  continues  to 
grow.  1986  net  income  up  12.4%,  to  $29.3 
million  or  $2.85  per  share.  Sales  reached 
$503  6  million,  up  6.4%.  1987  quarterly 
cash  dividend  increased  25%,  to  $0  20  per 
share.  128  consecutive  quarterly  dividends 
paid.  "!\venty-year  compounded  annual 
growth  rates:  sales  20%;  income  19%;  per 
share  earnings  19%;  book  value  19% ;  and 
cash  dividends  17% .  Two-for-one  stock  split 
pending  Manufacturer  of  office  furniture, 
office  products,  materials  handling  equip- 
Heatilator  fireplaces  HONI  has  23  production  facilities  in 
'ember  NASDAQ 


Imperial  Chemical 
Industries  PLC 

ICI  is  one  of  the  world's  largest  and  stror 
est  chemical  companies,  with  produc 
ranging  from  Pharmaceuticals  and  Ag: 
chemicals  to  Petrochemicals  and  Plasti' 
Specialties  account  for  approximately  5C 
of  sales  and  over  60%  of  operating  prof 
ICI's  operations  are  truly  internation 
75%  of  sales  are  outside  its  U.K.  base, 
U.S.  sales  exceed  $3  billion.  ICI  ADR's ; 
listed  on  the  NYSE  and  dividends  ha 
been  paid  continuously  for  over  50  yeai 
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Interferon  Sciences,  Inc. 

Interferon  Sciences.  Inc.  (ISI)  develops, 
manufactures  and  markets  biotechnology 
products  with  applications  in  the  treatment 
of  viral  diseases,  cancers  and  immune  sys- 
tem deficiencies.  ISI  developed  and  is  pur- 
suing FDA  approval  of  antiviral  drugs  for 
genital  warts  (Alferon®  N  Injection  brand 
of  interferon  alfa-N2)  and  genital  herpes 
(Alferon®  Gel  brand  of  interferon  alfa-2b). 
Founded  in  1980,  ISI  is  79%  owned  by 
National  Patent  Development  Corporation 
and  is  traded  over  the  counter 
(NASDAQ:IFSC). 
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Kelly  Services,  Inc. 

Kelly  Services,  Inc.  the  nation's  largest 
supplier  of  temporary  help,  provides  ser- 
vices in  office  clerical,  light  industrial, 
marketing,  technical,  and  home  health  care. 
The  company  exceeded  $1  billion  in  sales 
for  the  first  time  in  its  40-year  history. 

Net  earnings  increased  12%  over  1985. 
Kelly  has  increased  its  dividend  24  out  of 
the  past  25  years.  The  annual  report  high- 
lights expansion,  and  programs  and  ser- 
vices that  have  contributed  to  the 
Company's  outstanding  growth. 
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Ito-Yokado 
Company  Ltd. 

For  the  past  8  years,  Ito-Yokado  has  been 
ranked  as  the  top  diversified  retail  orga- 
nization in  Japan  in  profits.  With  4  com- 
panies listed  on  the  Tokyo  Stock  Exchange: 
Ito-Yokado,  Seven-Eleven  Japan,  Denny's 
Japan  and  York-Benimaru,  the  company, 
on  the  NASDAQ  National  System,  was 
rated  AA-  in  1985  &  1986  by  S&P  and  has 
had  an  annual  P/E  growth  rate  of  20% 
since  1982. 
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Kemper  Corporation 

In  1986,  strategic  decisions  began  to  pay 
off  handsomely  for  Kemper  Corporation. 
Earnings  per  share  rose  sharply,  from  $1.54 
in  1985  to  $2.51  in  1986.  The  company 
has  operations  in  property-casualty  insur- 
ance, life  insurance,  reinsurance  and  in- 
vestment services.  Read  about  the 
company's  strategies  and  why  they  are  ex- 
pected to  continue  fueling  satisfying 
growth  in  the  financial  services  business. 
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Ivaco  Inc. 

Ivaco  Inc.  is  one  of  North  America's  12 
largest  steel  producers  with  annual  steel- 
making  and  rolling  capacity  exceeding  two 
million  tons.  Production  is  in  both  Canada 
and  the  U.S.  Ivaco  is  the  world's  largest 
producer  of  standard  fasteners  and  nails. 
It  is  the  largest  North  American  producer 
of  hot  rolled  wire  rods,  welded  wire  fabric 
and  oil  tempered  spring  wire  and  the  largest 
U.S.  producer  of  prestressed  concrete  strand 
and  guy  strand.  Ivaco  is  an  important  pro- 
ducer of  wire,  fencing,  wire  ropes,  forgings, 
ecision  machined  components,  copper  and  copper  alloy  machinery, 
is  also  an  important  fabricator  and  erector  of  structural  steel, 
he  company  has  72  plants  and  and  employs  12,000.  It  earned 
dn.  $44  million  on  sales  of  Cdn.  $1.9  billion  in  1986. 
sted:  TSE,  MSE. 


Knight-Ridder,  Inc. 

Knight-Ridder,  Inc.,  is  a  $1.9  billion  world- 
wide communications  company  engaged 
in  newspaper  publishing  (34  daily  papers), 
television  broadcasting  (eight  TV  stations), 
cable  television  operations,  business  in- 
formation services,  newsprint  production 
and  book  publishing. 
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J.P.  Industries,  Inc. 

J. P.  Industries,  Inc.,  is  an  entrepreneurial 
growth  company  founded  in  1979  with  a 
strategic  plan  to  acquire,  develop  and 
manage  underperforming  manufacturers 
of  industrial  and  consumer  durable  goods. 
JPI  has  achieved  eight  consecutive  years 
of  sales  and  earnings  growth  through  in- 
ternal expansion  and  selected  acquisitions 
in  the  fields  of  plumbing  products  and 
transportation  components  manufacturing. 
Since  1979,  sales  growth  has  compounded 
annually  at  88%,  topping  $233  million  in 
'86,  and  net  income  has  compounded  at  155%  per  annum.  Earnings 
r  share  has  grown  at  an  annual  compound  rate  of  39%  since  1981. 
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Koppers  Company,  Inc. 


(NYSE,  KOP) — On  the  road  again. . .  Koppers 
restructuring  pays  off:  improved  earnings, 
strengthened  finances  and  $190  million 
redeployed  into  strong  businesses. 
Koppers  accomplishments  in  1986: 

•  Operating  income  growth 

•  Cash  flow  strong 

•  Capital  expenditures  second  highest  in 
history 

•  Total  debt  lowest  in  10  years. 

•  Return  on  average  common  equity  was 
13.6%  from  continuing  operations — best 

since  late  1970s  and  approaching  target  of  18%. 

•  Building,  rebuilding  highways,  other  infrastructure. 

•  Producing  specialty  chemicals,  building  products  (Wolmamzed 
wood  and  Rx  insulation).  g2 
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LA  Gear,  Inc. 

L  A.  Gear  is  a  rapidly  growing  designer 
and  marketer  of  innovative,  fashionable 
athletic  and  leisure  footwear.  Since  the 
company's  founding,  and  particularly  over 
the  past  two  years,  the  unique  footwear 
designs  developed  and  marketed  by  L  A. 
Gear  have  established  the  company  as  one 
of  the  industry  leaders,  serving  a  domestic 
market  that  has  doubled  in  size  over  the 
past  five  years,  to  $2.7  billion  in' annual 
sales. 
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The  Limited,  Inc. 

In  Forbes'  1986  Annual  Report  on  American 
Industry,  The  Limited  ranked  first  among 
the  specialty  apparel  retailers  surveyed  for 
appreciation,  return  on  equity,  earnings 
per  share  and  sales  growth.  Net  sales  in- 
creased 32%,  to  $3.1  billion,  while  net 
income  rose  57%,  to  $227.8  million. 
Earnings  per  share  were  up  51%,  to  $1.21 
per  share.  The  Limited,  Inc.  now  operates 
2,682  stores  nationwide. 


Masco  Corporation 


MASCO  CORPORATION 


"A  Unique  Consumer  Prod 
Growth  Company" 

MASCO  CORPORATIOI- 
UNIQUE  GROWTH  COM  IV 
with  leadership  market  positi 
has  reported  30  CONSECUT 
YEARS  OF  EARNINGS 
CREASES.  Sales  and  earn, 
during  this  period  have  mere; 
at  average  annual  compound  r 
of  approximately  20  percent 
Masco  manufactures  Buili 
and  Home  Improvement  Prod 
and  Home  Furnishings  and  O 
Specialty  Consumer  Product: 
Send  for  our  Annual  Repoi 
learn  why,  we  believe,  Mas 
earnings  will  continue  to  gro* 
an  average  annual  rate  of  15  to  20  percent  annually  over  the  next 
years,  with  our  sales  in  1991  approaching  or  exceeding  $3  billion 


v  (.UArnDDimfGi 

VfcMUtK  VS GMXT HOMES 
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Liquid  Air 
Corporation 


Liquid  Air  Corporation — 1986  revenues 
$571m,  net  $34. 7m — is  a  merchant  supplier 
of  a  diversified  line  of  industrial  gases, 
welding  supplies,  specialty/ultrapure  gases 
and  gas-delivery  systems  throughout  the 
U.S.,  Canada  and  Brazil. 
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MMI  Medical  in, 


1987 
A  nnual 
Report 


MMI  Medical,  Inc. 

MMI  Medical,  Inc.  is  the  leading  indepen- 
dent provider  of  maintenance  and  repair 
services  for  CT  scanners  operated  by  health 
care  providers.  The  Company  also  provides 
mobile  CT  scanning  and  cardiac  catheter- 
ization services  for  the  health  care  industry. 

founded  in  1981,  MMI  Medical  services 
over  300  customers  in  70  metropolitan 
areas  across  the  country.  Revenues  for  the 
year  ended  April  1987  increased  26%,  to 
approximately  $28  million. 


Masco  Industries 


"A  Unique  Industrial  Grov 
Company 

Masco  Industries  is  a  techr 
ogy-based  company  whose  \ 
mary  corporate  objective  is 
enhance  shareholder  value 
maximizing  long-term  growth 
earnings  per  share  through 
manufacture  and  sale  of  leaders! 
industrial  products. 

As  we  strive  to  accomplish 
objective  of  increasing  earnings 
common  share  over  the  next  f 
years,  on  average,  at  least  20 
percent  annually,  we  believe 
will  demonstrate  that  we  are 
unique  industrial  grow 
company. 

Masco  Industries  manufactures  custom  engineered  and  specia 
products  for  commercial  and  industrial  customers. 


(    MASCO  INDUSTRIES 

[  i  k 
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Madison  Gas 

and  Electric  Company 

"Madison  Gas  and  Electric  provides  energy 
service  to  over  120,000  electricity  and  nat- 
ural gas  customers  in  Wisconsin's  capital 
and  surrounding  areas.  Government,  ed- 
ucational (University  of  Wisconsin]  and 
regional  medical  facilities  stabilize  the 
area's  economic  base.  The  company's  fi- 
nancial strength  is  demonstrated  by  a  rec- 
ord of  continual  growth." 
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Morrison  Knudsen 
Corporation 

Earnings  of  $39.4  million  on  revenue  of 
$2.11  billion  were  posted  in  1986  by 
Morrison  Knudsen  Corporation.  Operating 
units  of  this  holding  company  provide 
worldwide  engineering,  construction  and 
project  managment  services,  develop 
commercial  real  estate,  operate  coal,  lignite 
and  limestone  mines  under  long-term 
contracts  and  operate  the  largest  ship- 
building firm  on  the  West  Coast. 
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Matrix  Corporation 

($  in  millions  except  for  EPS) 

1986  1985       1984       1983  1982 

Sales          $111.0  $  85.7  $  72.1  $  53.2  $38.8 

Net  Inc.      $  13.9  $  10.3  $    8  8  $    5.1  $  3.8 

EPS           $  1.06  $    .80  $    .73  $    .48  $  .39 


Manufacturer  electronic  imaging  systems 
for  Medical  Scanning  (computer  tomog- 
raphy, magnetic  resonance,  ultrasound, 
digital  radiography,  etc.);  Computergraph- 
ics  (business  data,  scientific  data,  CAD, 
,  ideo  interactive  training,  standalone  video  selling  kiosks);  Industrial 
imaging  (video  measurement,  image  analysis,  laser  flaw  detection). 
kSE:  MAX 
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(P*  National 
I  Guardian 


The  National 
Guardian  Corporation 

We  are  security  to  more  than  1 10,000  cus- 
tomers, providing  alarm  and  guard  services 
to  protect  businesses,  institutions  and 
residences  against  burglary,  vandalism,  fire, 
personal  emergency  and  energy  waste. 

Our  national  company,  built  by  acqui- 
sitions, is  now  one  of  the  major  suppliers 
of  security  services  in  the  United  States. 
The  1986  Annual  Report  illustrates  the 
consistent  growth  that  led  to  this  leader- 
ship position  in  the  industry. 
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Mikado  Resources 
Ltd. 

Bullish  on  gold  and  silver?  MIKADO 
RESOURCES  LTD.  is  developing  a  poten- 
tial world-class  precious  metals  property 
in  the  'Silvery  Slocan'  area  of  British  Co- 
lumbia... one  of  the  largest  such  properties 
of  merit  in  the  country.  Road  access  to 
over  a  dozen  high-grade  ore  bodies.  Strongly 
financed,  with  mill  in  place  for  near-term 
production.  Send  for  complete  information 
without  cost  or  obligation  on  an  exciting 
mining  venture. 
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NEWF1ELDS  MINERALS  INC. 


Newfields  Minerals  Inc. 


The  Company's  business  is  exploration  and 
development  of  precious  metals  projects 
in  Canada  and  the  United  States. 

The  main  commodity  of  interest, 
through  exploration  and  mining  is  gold. 
Several  large  drilling  programs  are  under 
way  in  the  Province  of  Ontario,  Canada 

In  addition,  the  Company  is  completing 
a  feasibility  study  on  the  Margarita  Gold 
Mine  located  in  southwestern  Arizona, 
U.S.A. 

It  is  the  Company's  objective  to  develop 
properties  unilaterally,  or  with  joint  venture  partners.  It  is  also  New- 
fields'  intention  to  acquire  gold  projects  that  are  near,  or  in,  production. 
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Minnesota  Power 

A  colorful  and  informative  report  by  the 
company  named  1986  "Electric  Utility  of 
the  Year"  by  Electric  Light  and  Power 
»k  Magazine. 

Minnesota  Power  provides  electric  ser- 
vice  in  central  and  northeast  Minnesota 
.  while  diversification  moves  the  company 

mKKm^jrS  ncw  ill  recti,  ins 

^O?  Earnings  per  share  increased  18  percent, 

to  $2.77,  in  1986.  The  quarterly  common 
stock  dividend  was  raised  9.2  percent,  to 
41  Vi  cents  per  share,  in  January.  The  report 
ilso  features  photos  of  the  Steger  International  Polar  Expedition,  which 
Minnesota  Power  supported. 
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NORD  Resources 
Corporation 

Record  earnings  ($.98)  per  share)  for  the 
fifth  consecutive  year  highlighted  Nord's 
industrial  and  precious  mineral  operations 
in  1986.  Nord's  dynamic  growth  in  its  pre- 
mium titanium  dioxide  (a  major  constit- 
uent in  paint  pigment)  and  paper  coating 
clay  operations  will  benefit  in  1987  from 
increased  production  and  positive  trends 
within  end-user  industries.  Nord's  assets 
are  complemented  by  gold  and  strategic 
mineral  properties  in  the  Pacific  Rim. 
Nord's  West  Australian  gold  property  comes  into  production  in  mid- 
1987.  (NYSE  symbol:  NRD) 

76 


ADVERTISEMENT  12 


Northeast  Utilities 

The  Northeast  Utilities  (NU)  system, 
serving  more  than  1.3  million  customers 
in  Connecticut  and  western  Massachu- 
setts, strengthened  its  financial  base  con- 
siderably in  1986.  Net  income,  and  earnings 
and  dividends  per  share  increased,  and  our 
market-to-book  ratio  improved  signifi- 
cantly. This  year,  NU  will  focus  on  demand 
and  load  management,  cost  containment, 
securing  our  energy  position,  and  providing 
even  more  effective  service  to  our 
customers. 
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Northern  Dynasty 
Explorations  Ltd. 

Northern  Dynasty  is  an  aggressive  precious 
metals  exploration  and  mining  company 
listed  on  the  Toronto  and  Vancouver  ex- 
changes. Cash  flow  from  Nevada  heap- 
leach  gold  operations  funds  ongoing  ex- 
ploration in  the  Umted  States  and  Canada. 

Management  is  highly  regarded  with  an 
outstanding  track  record  of  mineral  dis- 
coveries. Dynasty  has  a  solid  financial  po- 
sition and  provides  excellent  potential  for 
capital  gains  with  a  low  downside  risk. 
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Nova  Pharmaceutical 
Corporation 

Nova  Pharmaceutical  Corporation  is  a 
worldwide  leader  in  receptor  technology 
for  the  discovery  of  a  new  generation  of 
pharmaceutical  products.  Major  agree- 
ments have  been  reached  with  Eastman 
Kodak,  Marion  Laboratories,  GAF  and 
Celanese  Corporation. 

Nova's  most  advanced  programs  include 
the  development  of  new  drugs  for  the  com- 
mon cold  and  for  topical  pain  control,  as 
well  as  a  new  approach  to  the  treatment 
of  brain  cancer.  NASDAQ  :NOVX 
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NYCOR,  Inc. 


NYCOR's  Rotorex  division  is 
world  leader  in  rotary  compress* 
for  the  air-conditioning  and 
frigeration  industries.  Because 
its  competitors  are  Japanese  firr 
Rotorex  is  benefiting  from  the 
creased  value  of  the  yen.  In  ant 
lpation  of  increased  demat 
Rotorex  is  doubling  its  producti 
capacity. 

NYCOR  had  sales  of  $49.9  rr 
lion  in  1986.  According  to  cum 
projections,  sales  are  expected 
rise  in  1987  by  as  much  as 
percent  over  1986. 

NYCOR,  which  also  manuf 
tures  automotive  components,  1 
$40  million  in  cash  and  $80  rr 
lion  in  tax-loss  carryforwards.  Trading  on  the  NASDAQ  System  un< 
the  symbol  (NYCOC),  NYCOR  has  9,646,465  shares  of  Comm 
Stock  and  3,500,517  shares  of  Class  B  Stock  (convertible  to  Commi 
outstanding. 
The  company  plans  to  makes  acquisitions. 


NYNEX 

NYNEX  is  a  leader  in  the  information  ar 
communications  industry  with  assets 
$21.8  billion  and  a  telecommunicatior 
heritage  of  more  than  100  years.  From  oi 
base  of  New  York  Telephone  and  New  En 
land  Telephone,  we've  expanded  into  a 
international  family  of  companies  provi< 
ing  integrated  information  solutions.  Oi 
businesses  include  Telecommunication 
Information  Systems,  Software,  Directoi 
Publishing  and  Business  Services.  In  ti 
day's  Information  Age,  the  answer 
NYNEX. 
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Numac  Oil  &  Gas  Ltd. 

Numac  Oil  &  Gas  Ltd.  is  a  diversified 
Canadian  natural  resource  company.  The 
principal  business  of  the  Company  is  oil 
and  gas  exploration,  development  and  pro- 
duction in  western  Canada.  In  addition, 
Numac  has  significant  interests  in  heavy 
oil,  a  uranium  deposit,  exploration  acreage 
in  the  Mackenzie  Delta  and  is  also  involved 
in  oilfield  construction. 

The  Company  is  headquartered  in  Ed- 
monton, Alberta  and  is  listed  on  the  To- 
ronto and  American  stock  exchanges. 
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The  Ohio  Mattress 
Company 

Wow!  What  a  year  we  had  in  1986 — 

•  Sales  up  11% 

•  Net  earnings  up  72% 

•  Return  on  average  stockholders'  equi 

up  32% 

•  Unbroken  record  of  quarterly  cash  div 
dends  since  going  public  in  1970 

In  December  1986,  we  acquired  82% 
Sealy,  Inc.  and  became  the  largest  beddir 
manufacturer  in  the  world. 

NYSE  SYMBOL:  OMT 
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Overseas  Shipholding 
Group,  Inc. 

OSG  is  engaged  in  the  ocean  transportation 
of  liquid  and  dry  bulk  commodities  such 
as  oil,  coal,  iron  ore  and  grain  in  both  the 
U.S.  and  worldwide  markets.  Among  the 
largest  bulk  shipping  companies  in  the 
world,  OSG  owns  and  operates  a  fleet  of 
67  vessels,  aggregating  6.3  million  dead- 
weight tons.  The  Company's  strong  finan- 
cial condition,  reflecting  its  growth  record, 
and  prospects  for  the  various  bulk  shipping 
markets  are  detailed  in  its  1986  Annual 
Report.  (NYSE,PSE:  OSG) 
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Pegasus  Gold  Inc. 

Pegasus  Gold  Inc.  was  formed  to  mine  gold 
and  silver  ores  using  open  pit  mining 
methods  and  employing  heap  leaching 
technology  to  process  the  ore  into  gold 
and  silver  bullion.  With  the  start-up  of 
two  mines  in  1986  and  a  third  in  1987, 
Pegasus'  1988  annual  gold  production  is 
projected  to  exceed  270,000  ounces,  which 
should  place  Pegasus  among  the  top  5  gold 
producers  in  the  United  States. 
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PacifiCorp 


A  diversified  electric  utility,  PacifiCorp 
(NYSE/LSE:  PPW)  derived  48  percent  of 
its  $2  billion  in  annual  revenues  from  non- 
electric sources.  Operations  include  Pacific 
Power,  the  largest  investor-owned  electric 
utility  in  the  Pacific  Northwest;  NERCO, 
a  coal,  silver  and  gold  mining  subsidiary; 
Pacific  Telecom,  a  telecommunications 
subsidiary,  and  commercial  financial  ser- 
vices activities.  1986  EPS:  $3.45.  Annual 
dividend:  $2.40. 
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Pennsylvania  Power  & 
Light  Company 

PP&L  provides  service  in  Central  Eastern 
Pennsylvania.  Positive  operating  and  fi- 
nancial results  achieved  in  1986  demon- 
strate that  PP&L  has  a  solid  foundation 
for  meeting  long-term  commitments  to 
its  customers  and  shareowners.  PP&.L  has 
paid  Common  Stock  dividends  continu- 
ously since  1946.  The  annual  dividend  rate 
on  Common  Stock  was  increased  to  $2.68 
in  1987,  the  ninth  consecutive  year  of  div- 
idend increases. 
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PAR  Pharmaceutical, 
Inc. 

PAR  Pharmaceutical,  Inc.,  a  leading  man- 
ufacturer in  the  dynamic  generic  drug  in- 
dustry, was  listed  as  No.  13  in  Forbes'  1986 
listing  of  "The  200  Best  Small  Companies 
in  America."  In  each  year  since  its  incep- 
tion PAR  has  set  new  sales  and  earnings 
records.  For  the  first  quarter  of  1987  sales 
were  up  146%,  with  earnings  up  195%, 
well  on  the  way  to  another  record-setting 
year.  (Soon  to  be  listed  on  N.Y.S.E.) 
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Philadelphia  Electric 
Company 

An  investor-owned  utility  providing  elec- 
tric and  gas  service  in  southeastern  Penn- 
sylvania and  northeastern  Maryland  for  over 
100  years.  Assets  are  $10.7  billion.  Earnings 
per  share  in  1986  were  $2.60,  an  increase 
of  four  cents  per  share  from  the  1985  level. 
Electric  sales  were  up  3%  compared  with 
last  year.  Approximately  295,000  common 
shareholders  are  currently  receiving  an  an- 
nual dividend  of  $2.20  per  share.  Dividends 
have  been  paid  every  year  since  1902. 
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Forbes'  Readers 
Respond 

Last  year's  annual  report  advertising  sec- 
tion generated  530,000  requests  for  annual 
reports.  Some  advertisers  received  over 
4,500  inquiries. 


Placer  Development  Ltd. 

"A  Leading  International  Gold  Producer" 
In  1986  Placer's  share  of  production  from 
its  mines  in  North  America  and  Australia 
included  331,000  ounces  of  gold  and 
8,184,000  ounces  of  silver.  Increased  low- 
cost  gold  production  continues  to  be 
Placer's  target  with  two  large  gold  prop- 
erties, Misima  and  Porgera,  in  advanced 
stages  of  evaluation  in  Papua  New  Guinea. 
Placer  has  paid  dividends  continuously  for 
54  years. 
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PLY* GEM  Industries,  Inc. 

Ply  "Gem  Industries  is  a  major  manufac- 
turer and  distributor  of  specialty  wood  and 
home  improvement  products.  Under  the 
direction  of  CEO  Jeffrey  S.  Silverman  since 
1982,  it  has  achieved  solid  growth  through 
internal  development  and  strategic  acqui- 
sitions. During  this  period,  sales  have  al- 
most quadrupled,  to  reach  $226. 4  million, 
while  net  income  has  increased  roughly 
sixfold,  to  $8.1  million.  Five-year  goals  in- 
clude sales  of  $1  billion  and  net  income  of 
$50  million. 
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Public  Service 
Enterprise  Group  Inc. 

Enterprise  Group,  a  holding  company, 
the  flexibility  to  participate  in  a  com 
mve  energy  marketplace  and  to  pu; 
opportunities  closely  related  to  our  b 
energy  business. 

Assets  approximate  $10.6  billion.  Al 
21 7,000  common  stock  shareholders  rec 
dividends  of  $2.96  per  share  annually.  1 
idends  have  been  paid  continuously  s 
1907,  with  consecutive  increases  for  eli 
years. 

Our  principal  subsidiary  is  Public  Service  Electnc  and  Gas  Comp 
the  nation's  third  largest  combination  electric  and  gas  utility, 
serving  75%  of  New  Jersey's  population. 

Newark,  New  Jersey 


Portland  General 
Corporation 

First  and  foremost,  Portland  General 
Corporation  is  an  energy  company  that 
believes  in  a  competitive  approach  to  mar- 
keting electricity  and  careful  management 
of  our  considerable  generation  and  trans- 
mission resources.  For  future  growth  out- 
side the  energy  business,  we  are  focusing 
on  real  estate  and  financial  services. 
(NYSE:  PGN.  WSJ:  Port  G  C.) 
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Public  Service  Compai 
of  New  Mexico 

Public  Service  Company  of  New  Me: 
is  a  combined  utility,  providing  elec 
and  natural  gas  utility  services  to  I" 
Mexico.  The  Company  is  also  engage- 
a  diversification  program,  with  mining 
diversified  capital  investments  in  14  st£ 
PNM  generated  $698  million  in  rever 
and  had  net  earnings  of  $151  million. 


1986 

Annual 

Report 


Premier  Industrial 
Corporation 


PREMIER 
INDUSTRIAL 
CORPORATION 

ONew  records  set  in  1986: 
•  Revenues  $435,040,000 
•  Net  earnings  $41,377,000 
•  Earnings  per  share  $1.40 
Strong  operating  ratios: 

•  Return  on  revenues  9.5% 

•  Return  on  equity  18.6% 
7987  Highlights  to  date: 

•  Revenues  and  earnings  gains  continue 

•  Dividends  increased 

Premier  (NYSE:  PRE)  distributes  elec- 
tronic components,  supplies  maintenance  products  for  industry,  and 
manufactures  fire -fighting  accessories. 
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Questar  Corporation 

Questar  Corporation — a  $1  billion  di 
sified  energy  company — has  paid  169  c 
secutive  dividends,  with  increases  in  r 
of  the  past  10  years.  Total  annual  ret 
on  shareholders'  investment — includ 
dividend  reinvestment  and  stock  price 
preciation — was  23.7%  in  1986  and  a 
aged  25.6%  for  the  past  five  years.  Quest 
principal  businesses  include  oil  and 
exploration/production,  interstate  nati 
gas  transmission  and  retail  natural 
distribution. 


Primerica 

Reflecting  the  successful  completion  of  a 
major  redirection  of  the  company — out  of 
manufacturing  and  into  financial  services 
and  specialty  retailing — Amencan  Can  has 
changed  its  name  to  Primerica  Corporation. 
Since  1982,  the  company's  common  stock 
price  has  more  than  quadrupled.  In  1986, 
the  company's  earnings  rose  to  $196.3  bil- 
lion, or  $3.21  per  share  (following  the  March 
13  two-for-one  stock  split). 
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RJR  Nabisco,  Inc. 

RJR  Nabisco,  Inc.,  one  of  the  world's  lead 
consumer  products  businesses,  has  m; 
interests  in  tobacco  and  food  produ> 
Highlighting  1986's  record  financial  resi 
were  net  earnings  from  continuing  0[ 
ations  of  $1.1  billion,  up  11  percent,  ; 
sales  of  nearly  $16  billion,  up  29  perct 
RJR  Nabisco's  well-known  brands,  wh 
include  Winston  and  Camel  cigarettes,  F 
crackers,  Planters  nuts  and  Del  Mo 
processed  foods  are  sold  in  160  count 
and  territories. 
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RTE  Corporation 

RTE  is  a  diversified  manufacturer  of  prod- 
ucts that  put  electric  power  to  work  in 
homes,  offices  and  workplaces.  Electrical 
equipment  for  utilities  include  distribution 
transformers  and  connectors.  Electronic 
products  are  for  appliance,  lighting,  air- 
conditioning  and  computerized  data  mar- 
kets. 1986  sales  were  $330  million,  with 
$1.50  EPS.  A  13%  increase  in  declared  div- 
idend to  $.68  per  share  makes  six  consec- 
utive years  of  increase.  NYSE  symbol:  RTE. 
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SCANFORMS 


ANNUAL  REPORT  1886 


Scanforms,  Inc. 


/Direct  mail  marketing  is  the  fastest  grow- 
ing medium  in  advertising,  and  Scanforms 
is  riding  the  crest  of  this  boom  industry. 
Specifically: 

•  Revenues  climbed  to 
$16,007,667  up  18% 

•  Earnings  increased  to 

$587,386   up  25% 

One  of  the  few  direct  mail  companies 

that  "does  it  all,"  Scanforms  produces  the 
entire  package  from  the  simplest  self- 
mailer  to  the  most  sophisticated  direct 
mail  piece  "under  one  roof." 

Send  for  our  1986  Annual  Report  to  learn  why  Scanforms  is  clearly 
becoming  an  industry  force. 
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Ribi  ImmunoChem 
Research,  Inc. 

One  of  America's  more  innovative  bio- 
pharmaceutical  companies  developing 
products  to  enhance  the  body's  own  im- 
mune system  to  prevent  and  treat  a  variety 
of  malignant  and  infectious  diseases.  Ribi 
ImmunoChem  has  established  itself  as  a 
world  leader  in  the  development  of  micro- 
bial adjuvant  technology  and  currently  has 
two  products  in  human  clinical  trials  and 
one  veterinary  anti-tumor  product  on  the 
market.  (NASDAQ:  RIBI) 
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Seacoast  Banking 
Corporation  of  Florida 

The  largest  independent  bank  in  America's 
fastest  growing  market,  Seacoast  (NAS- 
DAQ: SBCFA)  has  substantially  increased 
market  share.  Strongly  capitalized,  it  has 
doubled  assets  and  increased  profits  2Vi 
times  since  1981.  Deposits  grew  20+  per- 
cent in  1985  and  1986.  In  1986  book  value 
rose  11  percent,  to  $11.02  per  share.  Its 
market  area  will  grow  nearly  80  percent, 
to  323,000,  by  2000.  P.O.  Drawer  2316, 
Stuart,  FL  33495/(305)  287-4000. 
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SNET 

We  are  an  independent  telecommunications 
company  supplying  advanced  network  ser- 
vices, information  management  systems 
and  communications  equipment.  Our  core 
business  in  Connecticut  serves  more  than 
1.5  million  customers.  We  also  offer  diver- 
sified telecommunications  services  in 
markets  within  and  beyond  the  state.  Our 
annual  revenues  and  sales  are  nearly  $1.5 
billion,  and  our  return  to  shareholders, 
measured  by  dividends  plus  market  price 
growth,  has  averaged  26.4%  annually  since 
1981. 
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Shelby  Williams 
Industries,  Inc. 

Shelby  Williams  Industries  manufactures 
seating  products  for  the  hotel,  restaurant 
and  office  markets,  plus  desks,  workstations 
and  acoustical  partitions  for  business  in- 
teriors. The  company  also  produces  vinyl 
wall  coverings  and  distributes  textiles  for 
the  contract  and  residential  markets. 

Sales  and  earnings  growth  for  the  last 
five  years  were  16.4%  and  24.8%  respec- 
tively. Sales  for  1986  totalled  $130,519,000 
and  income  reached  $9,301,000. 
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Safety-Kleen  Corp. 

In  1986,  Safety- Kleen's  net  earnings  grew 
20.3%,  marking  the  sixteenth  consecutive 
year  of  earnings  increases  in  excess  of  20% . 
Safety-Kleen  is  the  world's  largest  provider 
of  parts  cleaner  services  and  related  solvent 
recycling.  The  Company  provides  other  re- 
lated resource  recovery  services  in  the  res- 
taurant, automotive  paint  refinishing, 
industrial  and  dry  cleaner  markets.  1986 
Sales  $255,356,000;  Earnings  $28,254,000; 
EPS  $.86  (NYSE:  SK) 
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*t  Silicon  Valley  Bancshares 


Silicon  Valley 
Bancshares 

With  $170  million  in  assets,  three-year- 
old  Silicon  Valley  Bank  is  one  of  the  fastest 
growing  banks  in  California.  Headquar- 
tered in  Silicon  Valley,  the  Bank  serves  the 
dynamic  technology,  commercial  business 
and  real  estate  markets,  through  regional 
offices  in  Palo  Alto,  Santa  Clara  and  San 
Jose.  Silicon  Valley  Bank  was  recently 
named  a  Premier  Performing  Bank  for  the 
second  consecutive  year. 
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Silver  State  Mining 
Corporation 


Silver  State  Mining  Corporation  produces 
gold  in  the  United  States.  Highlights  in 
Bj|    building  shareholder  value  in  1986  are  given 
I    below  and  are  tangible  evidence  of  the  suc- 
n    cess  of  the  company's  growth  plan  aggres- 

1  sively  begun  last  year: 

2  —  Record  Earnings  of  $2.4  million,  or  7 
■        Cents  per  Share 
^    —  Pre-tax  Profitability  41%  of  Revenues 

—  Assets  Increased  174%,  to  $24.4  million 

—  Dee  Gold  Mine  Interest  Acquired 

—  Campbell  Red  Lake  Mines  Limited,  U.S.  Subsidiary  Purchases 
15%  Equity  Ownership 

—  In-Place  Gold  Reserves  Increased  310% 
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Tonka  Corporation 

Tonka  Corp.  (NYSE:  TKA)  markets  a  brr 
line  of  quality,  distinctive  toys  includi 
Tonka  Trucks  and  Pound  Puppies.  In  19 
worldwide  net  revenues  increased  20% 
$293.4  million,  net  earnings  increas 
14%,  to  $22.3  million;  earnings  per  shj 
of  $3.04;  and  a  return  on  equity  of  28.8 
For  1987,  Tonka  has  introduced  six  n> 
product  lines,  including  SuperNaturals  a 
Spiral  Zone,  boys'  action  figures,  Ma] 
Town  animal  characters  and  accesson 
and  several  new  dolls. 
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Spectrum  Control,  Inc. 

Spectrum  Control  completed  a  major  ac- 
quisition in  1986  while  continuing  its  rec- 
ord-setting pace.  1986  earnings  were  12.8% 
of  net  sales  and  up  more  than  24%  from 
1985. 

Spectrum  is  entering  1987  with  a  firm 
order  backlog  up  more  than  55%  compared 
with  one  year  earlier.  A  new  patented  in- 
vention is  expected  to  dramatically  change 
the  way  capacitors  are  manufactured. 
Spectrum  is  poised  for  growth. 
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Transamerica 
Corporation 

Transamerica  Corporation  is  one  of 
world's  leading  providers  of  insurance  a 
financial  services.  In  1986,  we  repori 
record  earnings  while  successfully 
structuring  the  corporation  to  concentr; 
on  our  core  insurance  and  financial  servic 
operations.  Our  1986  annual  report  deta 
our  goals,  management  philosophy  a 
strengths,  and  new  strategic  direction. 


Teleflex  Incorporated 

Teleflex  revenues  increased  for  the  twelfth 
consecutive  year,  to  $218  million.  Net  in- 
come increased  23  percent  in  1986,  to  $16.4 
million.  Earnings  per  share  grew  from  $1.26 
to  $1.51,  adjusted  for  a  two-for-one  stock 
split. 

The  company  utilizes  its  extensive  en- 
gineering capabilities  through  the  design, 
development  and  distribution  of  proprietary 
controls  and  systems  in  niche  markets. 
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United  Industrial 
Corporation 

Subsidiaries  produce  a  wide  range  of  defen 
electronics  and  advanced  ordnance  a: 
weapon  systems  for  defense  agencies 
the  United  States  and  abroad,  as  well 
solid-fuel  and  waste  burning  systems  f 
industries  and  utilities. 
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Telephone  &  Data 
Systems,  Inc. 

Telephone  and  Data  Systems,  Inc.  (TDS) 
is  a  diversified  communications  company 
with  substantial  interests  in  local  tele- 
radio  paging  and  cellular  telephone 

operations.  TDS  provides  high-quality 
service  to  an  aggregate  of  more  than 
295,000  customer  units,  including: 
206,000  telephone  access  lines;  85,000  pa- 
gers; and  4  000  cellular  telephones.  The 
Company  continues  to  build  substantial 
future  values  while  providing  excellent 
currci  ivvth. 
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USLICO  Corporation 


USLICO  Corporation,  a  multinational 
surance/financial  services  holding  co 
pany  with  headquarters  just  outsi 
Washington,  DC,  owns  five  regional  1 
insurance  companies  that  serve  both  t 
military  and  civilian  markets.  The  c 
poration  also  owns  a  registered  investmt 
advisor,  a  broker  dealer,  and  Internatiot 
Bank  with  overseas  banks  and  three  p 
mary  fire  and  casualty  companies.  In  19! 
total  net  earnings  were  $312  million;  ass 
were  $1.8  billion.  In  the  life  insurance 
vision,  insurance  in  force  reached  $24  billion,  new  life  insurar 
premiums  totaled  $157.4  million,  and  new  sales  volume  was  $" 
billion.  USLICO  joined  the  NYSE  on  March  30,  1987.  Its  symbol  . 
is  USC.  1. 
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"life  insurance  s 
rur  pr.rr.ar/  business. . 
and  *c  are  enmmined 
W  the  independent 
*crenu  aa*nt  and  producer 
as  the  primary  distributors 
ofoarproduOs." 
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USLIFE  Corporation 

Formed  in  1966,  USLIFE  Corporation  is  a 
life-insurance-based  holding  company  with 
thirteen  wholly  owned  subsidiaries  in- 
cluding four  life  insurance  companies, 
three  credit  life  insurance  companies  and 
other  subsidiaries  that  provide  the  life  in- 
surance companies  with  investment  ad- 
visory, broker-dealer,  real  estate,  data 
processing  and  administrative  services. 
These  USLIFE  Companies  today  have  more 
than  $82  billion  of  life  insurance  in  force 
and  $3.7  billion  in  assets. 
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Vermont  American 
Corporation 

Vermont  American  Corporation  manufac- 
tures a  wide  range  of  power  tool  accessories, 
hand  tools,  and  lawn  and  garden  products 
for  both  the  consumer  and  industrial  mar- 
kets, ranking  as  the  world's  largest  producer 
of  steel  circular  saw  blades  and  as  one  of 
the  largest  producers  of  router  bits,  screw- 
driver bits,  and  carbide-tipped  saw  blades. 
Sales  in  1986  rose  11%,  to  $255.4  million, 
from  $230.1  million  for  1985.  Vermont 
American  Corporation  posted  a  191%  in- 
crease in  net  income,  to  $13.5  million  or  $1.61  per  share,  versus  $4.7 
million  or  $.54  per  share.  The  year  1986  marked  the  11th 
consecutive  year  of  dividend  growth,  which  compounded  at  an 
annual  rate  of  $14%  over  the  last  ten  years.  \\$ 


Utah  Power  &  Light 
Company 

Coal-fired  plants  provide  about  95%  of  the 
electricity  we  generate.  We  own  three  mines 
containing  abundant  low-sulphur,  high- 
heat  coal.  We  have  assets  of  $3  billion; 
1986  revenues  were  $985  million.  We  serve 
some  half-million  customers  in  Utah, 
southeastern  Idaho,  and  southwestern  Wy- 
oming, an  economically  diversified  area 
with  a  favorable  business  climate,  extensive 
agriculture,  ample  energy  and  natural  re- 
sources, and  a  unique  combination  of  urban 
and  rural  lifestyles. 
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Washington 
National 

Corporation 


1986 
Annual 


Washington  National 
Corporation 

Washington  National  Corporation  is  a  fi- 
nancial services  holding  company  operating 
primarily  in  the  life,  annuity,  and  health 
insurance  business  and  offers  a  wide  variety 
of  contemporary  insurance  products. 
Principal  operating  subsidiaries  are  Wash- 
ington National  Insurance  Company, 
United  Presidential  Life  Insurance  Com- 
pany, and  Washington  National  Life  In- 
surance Company  of  New  York. 
Consolidated  net  assets  are  almost  $2.3 


billion  and  total  life  insurance  in  force  is  over  $25  billion. 
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VM  Software,  Inc. 

VM  Software,  Inc.,  founded  in  1981,  has 
experienced  phenomenal  growth.  1986 
revenues  of  $27,027,000  represents  an  in- 
crease of  50%  over  1985,  and  earnings  per 
share  increased  45%.  The  Company  de- 
velops, markets  and  supports  system  soft- 
ware for  IBM's  VM  operating  system,  and 
is  a  leader  in  the  expanding  system  software 
market. 
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WearEver-ProctorSilex, 
Inc. 

WearEver-ProctorSilex,  Inc.  (NASD:  WRPS) 
is  a  leading  domestic  manufacturer  and 
marketer  of  portable  consumer  electric  ap- 
pliances and  cookware.  Our  products  in- 
clude toasters,  toaster  ovens,  irons, 
automatic  drip  coffeemakers,  hot  air  pop- 
pers and  aluminum  cookware.  These  are 
priced  competitively  and  are  marketed  un- 
der the  "Proctor-Silex"  and  "Wear-Ever" 
brand  names.  Net  income  before  extraor- 
dinary items  in  1986  was  a  record  $6.9 
million,  up  33%  from  last  year's  $5.2  million.  Success  in  the  business 
depends  on  quality  products  and  good  people.  At  WearEver- 
ProctorSilex,  we  have  both!  ~\2.\ 
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Valley  National  Bancorp 


Valley  National  Bancorp  is  a  $1.5  billion 
Holding  Company  with  26  offices  and  a 
strong,  well-diversified  customer  base  in 
Northeastern  New  Jersey. 

Valley  has  increased  its  net  income  each 
year  for  the  past  59  years.  For  1986  the 
Average  Return  on  Assets  was  2.04%  and 
the  Return  on  Equity  25.06%.  These  re- 
sults continue  to  make  Valley  one  of  the 
best  performing  Bank  Holding  Companies 
in  the  U.S. 
Valley  has  paid  a  cash  dividend  (.'very 
ar  since  1936  and  has  increased  its  cash  dividend  each  year  for  the 
ist  21  years. 
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Zero  Corporation 

Zero  Corporation,  a  leading  manufacturer 
of  cabinets,  cases  cooling  equipment  and 
packaging  hardware  for  the  electronics  and 
computer  industries,  also  produces  the 
Zero  Halliburton®  line  of  quality  alumi- 
num luggage  and  cases.  Zero  is  well  po- 
sitioned to  benefit  from  growth  in  the 
electronics  industry.  NYSE-ZRO. 


Net  Sales  (000) 
Net  Income  (000] 
Earnings  Per  Share 


9  Months 
1987 

$94,526 
$  8,617 
$69 


Fiscal  Year  Ended  3/31 


1986 

$123,253 
$  12,777 
$1.03 


1985 

$117,186 
$  11,812 

$.95 


1984 

$98,648 
$10,034 
$.81 


Cash  dividends  increased  18  times  in  the  last  1 1  years. 


1983 

$85,178 
$  8,293 
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These  Advertisers  Are  Offering  You 
Their  Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1.  ACTMEDIA,  Inc. 

2.  AMP  Incorporated 

3.  Affiliated  Publications,  Inc. 

4.  Alltel  Corporation 

5.  Ameribanc  Investors  Group 

6.  American  Brands,  Inc. 

7.  American  Business  Products,  Inc. 

8.  American  Express  Company 

9.  American  General  Corporation 

10.  Ameritech 

11.  Armco,  Inc. 

12.  BDM  International,  Inc. 

13.  BFCE 

14.  Baldor  Electric  Co. 

15.  The  British  Petroleum  Company  p.l.c. 

16.  Brush  Wellman  Inc. 

17.  CP  National  Corporation 

18.  CRL  Central  Reserve  Life 

19.  CSX  Corporation 

20.  CAM-NET 

21.  Capital  Southwest  Corporation 

22.  Centel  Corporation 

23.  Chemed  Corporation 

24.  Chieftain  Development  Co.  Ltd. 

25.  CILCORP  Inc. 

26.  Citicorp  Investment  Bank 

27.  City  Resources  (Canada)  Limited 

28.  Coachmen  Industries,  Inc. 

29.  CompuTrac,  Inc. 

30.  Consumers  Financial  Corp. 

31.  Deb  Shops,  Inc. 

32.  The  Dow  Chemical  Company 

33.  ERC  International 

34.  Eaton  Financial  Corporation 

35.  Echo  Bay  Mines 

36.  Engelhard  Corporation 

37.  Esselte  Business  Systems  inc. 

38.  Fansteel  Inc. 

39.  Fay's  Drug  Company,  Inc. 

40.  FlightSafety  International,  Inc. 

41.  Forum  Reinsurance  Company 


42.  Gannett  Co.,  Inc. 

43.  Galileo  Electro-Optics  Corporation 

44.  Genco  Industries  Inc. 

45.  Georgia-Pacific  Corporation 

46.  Golden  Triangle  Royalty  &  Oil,  Inc. 

47.  Granges  Exploration  Ltd. 

48.  Grow  Group,  Inc. 

49.  Hexcel  Corporation 

50.  HON  Industries 

51.  Horizon  Gold  Shares,  Inc. 

52.  IU  International  Corporation 

53.  Idaho  Power  Company 

54.  Imperial  Chemical  Industries  PLC 

55.  Interferon  Sciences,  Inc. 

56.  Ito-Yokado  Company  Ltd. 

57.  Ivaco  Inc. 

58.  J. P.  Industries,  Inc. 

59.  Kelly  Services,  Inc. 

60.  Kemper  Corporation 

61 .  Knight-Ridder,  Inc. 

62.  Koppers  Company,  Inc. 

63.  L.A.  Gear,  Inc. 

64.  The  Limited,  Inc. 

65.  Liquid  Air  Corporation 

66.  MMI  Medical,  Inc. 

67.  Masco  Corporation 

68.  Masco  Industries 

69.  Madison  Gas  and  Electric  Company 

70.  Matrix  Corporation 

71 .  Mikado  Resources  Ltd. 

72.  Minnesota  Power 

73.  Morrison  Knudsen  Corporation 

74.  The  National  Guardian  Corporation 

75.  Newfields  Minerals  Inc. 

76.  NORD  Resources  Corporation 

77.  Northeast  Utilities 

78.  Northern  Dynasty  Explorations  Ltd. 

79.  Nova  Pharmaceutical  Corporation 

80.  Numac  Oil  &  Gas  Ltd. 

81.  NYCOR,  Inc. 

82.  NYNEX 


83.  The  Ohio  Mattress  Company 

84.  Overseas  Shipholding  Group,  Inc. 

85.  PacifiCorp 

86.  PAR  Pharmaceutical  inc. 

87.  Pegasus  Gold  Inc. 

88.  Pennsylvania  Power  &  Light  Comp 

89.  Philadelphia  Electric  Company 

90.  Placer  Development  Ltd. 

91.  PLY-GEM  Industries,  Inc. 

92.  Portland  General  Corporation 

93.  Premier  Industrial  Corporation 

94.  Primerica 

95.  Public  Service  Enterprise  Group  In 

96.  Public  Service  Company  of  New  M 

97.  Questar  Corporation 

98.  RJR  Nabisco,  Inc. 

99.  RTE  Corporation 

100.  Ribi  ImmunoChem  Research,  Inc. 

101.  SNET 

102.  Safety- Kleen  Corp. 

103.  Scanforms,  Inc. 

104.  Seacoast  Banking  Corp.  of  Florida 

105.  Shelby  Williams  Industries,  Inc. 

106.  Silicon  valley  Bancshares 

107.  Silver  State  Mining  Corporation 

108.  Spectrum  Control,  Inc. 

1 09.  Telef lex  Incorporated 

110.  Telephone  &  Data  Systems,  Inc. 

111.  Tonka  Corporation 

112.  Transamerica  Corporation 

113.  United  Industrial  Corporation 

114.  USLICO  Corporation 

115.  USLIFE  Corporation 

116.  Utah  Power  &  Light  Company 

117.  VM  Software,  Inc. 

118.  valley  National  Bancorp 

119.  Vermont  American  Corporation 

120.  Washington  National  Corporation 

121.  WearEver-ProctorSilex,  Inc. 

122.  Zero  Corporation 


Conoco  s  chemical  business  wasn't  profit- 
able or  glamorous  enough  for  Du  Pont, 
but  it  has  made  millionaires  out  of  some 
gutsy  former  subordinates. 


Buried  treasure 


By  Jack  Willoughby 


Every  week  seems  to  bring  yet 
more  businessmen  pleading  for 
tariff  protection.  Maybe  they 
deserve  it,  maybe  they  don't,  but 
Houston's  Vista  Chemical  Co.  proves 
that  even  so  lowly  a  commodity  prod- 
uct as  plastic  or  cleaning  agents  can 
be  a  growth  opportunity  if  a  well- 
motivated  management  looks  closely 
for  customers  with  specialized  needs. 

Vista  was  a  leveraged  buyout  start- 
ed in  1982  during  the  worst  recession 
the  chemical  business  has  seen.  The 
domestic  industry  was  operating  at 
only  64%  of  capacity,  and  chemicals 
saw  more  trouble  ahead  as  Middle 
East  oil  producers  built  petrochemical 
plants  of  their  own. 

After  E.I.  du  Pont  de  Nemours  ac- 
quired Conoco  Oil  in  1981,  a 
group  of  about  39  Conoco 
chemicals  division  managers 
offered  to  buy  back  the  firm's 
faltering  chemicals  division  in 
a  $507  million  leveraged 
buyout.  Du  Pont  obliged.  Says 
one  of  the  chemicals  insiders, 
John  Burns,  now  Vista's  presi- 
dent, the  betting  by  some  in- 
siders at  both  Conoco  and  Du 
Pont  was  that  "we  probably 
wouldn't  make  it."  Adds  Gor- 
don Cain,  a  Burns  colleague 
who  helped  round  up  financ- 
ing, "Two-thirds  of  the  banks 
and  insurance  companies  we 
talked  to  just  walked  away." 

Vista  has  not  simply  sur- 
vived. It  has  flourished.  Oper- 
ating income  has  grown  five 
times,  to  $90.7  million  last 
year;  return  on  shareholders' 
equity  has  doubled,  to  46.6%. 
Vista's  stock,  traded  on  the 
New  York  Stock  Exchange, 
has  almost  doubled,  to  S30  per 


share,  as  compared  with  a  30%  in- 
crease for  the  chemicals  industry  as  a 
whole.  Some  90%  of  the  firm's  capital 
was  debt  at  the  time  of  the  LBO,  and 
that  is  now  down  to  65% .  Burns'  own 
initial  investment  of  $643,000  left 
him  with  2.4%  of  the  company  in 
stock,  options  and  warrants,  worth 
more  than  $11  million,  and  the  group 
has  ten  other  millionaires. 

What  accounts  for  Vista's  amazing 
earnings  recovery?  Part  of  the  answer 
has  to  do  with  less  overhead  and  the 
magic  of  leverage,  but  success  really 
came  when  Vista  reexamined  its  cus- 
tomer and  supplier  relationships. 
Steadily  the  company  shifted  from  be- 
ing mainly  a  low-margin,  high-vol- 
ume supplier  into  selling  higher-mar- 
gin specialty  products. 

Vista  has  been  fortunate  in  that  eco- 


Vistci  Chemical  President  John  Burns 
Millions  from  a  Du  Pont  discard. 


nomic  conditions  generally  have 
shifted  increasingly  in  its  favor.  Ineffi- 
cient competitors  have  shut  plants 
everywhere,  even  as  turmoil  in  the 
Persian  Gulf  and  the  collapse  in  oil 
prices  have  set  back  efforts  by  OPEC 
nations  to  bring  their  own  petrochem- 
ical plants  to  full  output.  The  overall 
result  is  a  tighter  market  that  greatly 
benefits  U.S.  producers  able  to  capi- 
talize on  the  falling  dollar. 

A  number  of  other  big  companies, 
including  USX  and  Georgia-Pacific, 
apparently  disaffected  with  the  chem- 
icals business,  have  seized  the  mo- 
ment to  spin  off  their  own  chemicals 
divisions. 

But  Vista  may  yet  prove  the  pessi- 
mists wrong.  Take  Vista's  surfactant 
alcohol  business,  in  which  detergent 
alcohol  provides  the  cleaning  power  for 
everything  from  heavy-duty  industrial 
cleaners  to  household  laundry  cleans- 
ers like  liquid  Wisk. 

Vista  has  held  steady  with  bulk- 
buyer  customers  like  Lever  Brothers 
and  Procter  &  Gamble,  since  these 
firms  exert  a  volume  buying  power. 
Instead,  new  expansion  has  gone  to 
more  specialized  users  like  Helene 
Curtis,  maker  of  beauty  products  and 
shampoos. 

Such  firms  have  specialty  needs  and 
are  willing  to  pay  higher  prices  for  the 
custom  service  and  a  refined  product. 

Or  take  Vista's  business  in  the  man- 
ufacture of  polyvinyl  chloride  (or  vi- 
nyl). Vista  has  shifted  away  from  cus- 
tomers producing  the  most  basic  ap- 
plication for  PVC — construction 
piping — to  higher-grade  plastics  man- 
ufacturers like  auto  suppliers.  As 
with  the  surfactant  alcohol 
market,  these  firms  require 
more  attention  to  such  quality 
control  questions  as  chemical 
purity  and  temperature  stabil- 
ity, and  are  willing  to  pay  to 
get  it. 

In  sum,  the  message  of  Vista 
seems  clear:  In  many  cases, 
companies  that  gripe  about  be- 
ing in  a  "commodities  busi- 
ness" are  really  only  admitting 
that  they've  lost  touch  with 
their  customers  and  are  trying 
to  stay  in  business  by  compet- 
ing on  price  alone.  Says  John 
Langford,  Vista  executive  vice 
president:  "If  you  get  into  the 
commodities  mind-set,  you 
automatically  relegate  yourself 
to  the  low  end  of  the  business." 

Without  major  investment 
in  new  plants,  Vista  Chemical 
(revenues,  $550  million) 
shows  that  one  man's  com- 
modity may  just  be  another 
man's  fortune.  ■ 
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[  decade  or  so  ago  Forbes  called  account- 
ing "the  latest  glamour  profession. "  Times 
have  certainly  changed. 


Blood 

on  the  ledger 


By  Richard  Greene 


T|  HINGS  ARE  GETTING  TOUgh  in 
accounting.  Competition  for 
clients  grows  rougher,  malprac- 
tice lawsuits  multiply,  insurance 
costs  escalate  and  recruiters  find 
themselves  outbid  for  bright  young 
business  school  talent  by  rivals  from 
Wall  Street. 

Now  Congress  is 
butting  in.  That  old 
business-baiter,  Rep- 
resentative John  Din- 
gell  |D-Mich.),  is  pre- 
paring to  hold  House 
hearings  on  the  pro- 
fession, which, 
among  other  things, 
will  explore  regulat- 
ing the  nonaccount- 
ing  business  activi- 
ties of  accountants. 

Former  Securities 
&  Exchange  Com- 
missioner James 
Treadway  has  just 
completed  a  study  on 
the  accounting  pro- 
fession, putting  forth 
proposals  the  profes- 
sion would  have 
viewed  as  heresy  only 
a  few  years  ago. 
Among  them:  Ac- 
countants should  be   

held  professionally  responsible  for  de- 
tecting fraudulent  financial  reporting 
in  the  clients  they  audit. 

One  of  the  issues  attracting  all  this 
attention  is  the  accounting  profes- 
sion's steady  move  into  consulting: 
designing  computer  systems,  engag- 
ing in  strategic  planning  and  provid- 
ing financial  counseling. 

What's  wrong  with  a  bit  of  diversifi- 
cation? Simply  this:  An  auditor  is  sup- 
posed to  be  absolutely  independent, 


and  the  lure  of  consulting  dollars 
could  conflict  with  that.  Even  more 
significantly,  an  auditor  who  is,  in 
effect,  overseeing  the  work  of  his  part- 
ner, the  consultant,  might  be  tempted 
to  be  less  zealous  in  searching  the 
clients'  books.  Says  Joseph  Connor, 
Price  Waterhouse's  senior  partner: 
"There  may  be  a  lessening  of  profes- 


Arthur  Anderse 
In  five  years 


n's  managing  partner,  Duane  Kullberg 
will  it  really  be  an  accounting  firm  he 


sionalism  that  comes  about  through 
unrelenting  commercialism." 

Yet  the  work  is  certainly  profitable. 
Take  Arthur  Andersen,  the  nation's 
biggest  accounting  firm  (number  two 
worldwide,  after  Peat  Marwick].  Ar- 
thur Andersen  now  derives  33%  of  its 
almost  $2  billion  in  worldwide  reve- 
nues from  consulting — primarily  de- 
signing computer  systems.  Not  coin- 
cidentally,  Andersen's  per-partner 
revenues  are  also  about  twice  the  in- 


dustry average  (see  table,  p.  204). 

By  the  mid-1990s  virtually  all  th 
Big  Eight  firms,*  which  together  audi 
all  but  a  handful  of  The  Forbes  500 
companies  and  collectively  grosse 
$13  billion  last  year,  will  likely  b 
where  Andersen  is  today.  All  will  b 
increasingly  dependent  on  consultin 
for  their  livelihood. 

The  trend  persists  despite  criticism 
Touche  Ross  has  acquired  Garr  Con 
suiting  Group,  a  retail  distributioi 
and  engineering  consulting  firm,  an« 
merged  with  Braxton  Associates, 
Boston-based  strategic  managemen 
firm.  Price  Waterhouse  has  acquire* 
four  consulting  firms  in  the  last  thre 
years.  Peat  Marwick  bought  a  report 
ed  35%  interest  in  Regis  McKenna  £ 
Co.,  a  leading  California  managemen 
consulting  firm. 

Even  as  the  industry  moves  intc 
consulting,  its  legal  problems  frorr 
auditing  mount.  When  a  compam 
goes  bankrupt,  its  accountants  are  fre 
quently  the  only  target  left  wit! 
enough  money  to  pay  angry  share 
holders  who  want  to  blame  someone 
for  their  misfortune. 

Most  of  the  Big  Eight  already  face  ai 
least  one  such  poten 
tially  devastating 
lawsuit.  Those  ac 
tions  are  made  all  the 
more  threatening  b> 
the  fact  that  the  Bi£ 
Eight  are  hard- 
pressed  to  get  sub- 
stantially more  thai: 
$100  million  in  mal- 
practice insurance 
from  independent  in- 
surance companies- 
not  enough  to  covei 
the  potential  losses  in 
many  of  the  suits  in 
question. 

At  Peat  Marwick 
the  suits  involve  the 
firm's  failure  to  fore- 
see the  insolvency  of 
Oklahoma's  Penn 
Square  Bank.  At  Ernst 
&.  Whinney,  prob- 
lems trace  to  whether 
or  not  there  were  au- 

  dit  failures  involving 

Continental  Illinois  National  Bank  &. 
Trust  Co.  Touche  Ross  is  burdened 
with  suits  arising  out  of  the  failure  of 
Beverly  Hills  Savings  &  Loan. 

Arthur  Andersen  alone  has  been 
tagged  with  a  reported  $137  million  in 
payouts  in  recent  years  and  now  ad- 
mits to  refusing  more  and  more  "au- 

*  We  Big  Eight  firms:  Arthur  Andersen,  Arthur )  oung, 
Coopers  &  Lybrartd,  Deloitle  Haskins  &  Sells,  Ernst  & 
Vbinney,  Peat  Maruick  Price  Waterhouse  and 
Touclye  Ross. 


Kichard  r\;rk 


heads? 
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ATLANTIC  AVIATION 


ASTRA:  Y  0  U  R  V  E  R  S  AT  I  L  E  BUSINESS  TOOL 


The  right  business  jet 

is  the  one  that 
satisfies  you  as  much 

as  your  Chief  Pilot 
The  incomparable  Astra. 


As  an  executive,  your  thoughts 
jljL  about  a  business  jet  are  likely 
to  focus  on  the  aircraft's  cabin. 

For  you,  the  right  business  jet 
is  the  one  that  provides  a  com- 
fortable environment  for  work 
and  rest,  in  a  space  that  doesn't 
penalize  aircraft  performance. 

That's  an  excellent  descrip- 
tion of  Astra. 

Its  unique,  elliptically  shaped 
cabin  offers  more  seated  head 
and  shoulder  room  than  any  com- 
petitor in  its  class.  A  choice  of 
seating  arrangements  provides 
ample  space  for  working  and 
relaxing.  And  the  walk-in,  airline- 
style  lavatory  helps  you  arrive  fresh 
and  ready  to  conduct  business. 

In  short,  Astra  provides  a  level 
of  comfort  well  suited  to  its  non- 
stop, coast-to-coast  range. 

And  it  does  so  without  com- 
promising the  attributes  that  will 
make  it  irresistible  to  a  pilot: 
its  cruise  at  eight-tenths  the  speed 
of  sound,  great  handling,  excep- 
tional fuel  efficiency,  and  the  abil- 
ity to  utilize  the  shorter  runways 
so  often  found  at  remote  airports. 

Astra  gives  you  all  this,  and 
more,  for  under  $5  million. 

For  a  demonstration  or  more 
information  call  Gordon  Carr,  VP 
Sales,  at  (302)  322-7244.  Or  write 
him  at  Atlantic  Aviation,  P.O.  Box 
15000,  Wilmington,  DE  19850. 

He  has  all  the  facts  on  the 
incomparable  Astra. 

The  right  business  jet. 


dit  risks"  out  of  fear  of  more 
litigation. 

Why  are  the  firms  so  wary? 
When  corporations  are  sued,  it 
is  usually  the  shareholders  who 
wind  up  paying,  but  when  ac- 
counting firms  are  hauled  into 
court,  it  is  the  partners  them- 
selves who  are  personally  on  the 
line. 

Litigation  is  one  reason  firms 
are  having  trouble  recruiting 
top  talent.  Another  is  pay. 
Small  wonder,  while  partners  at 
Big  Eight  firms  can  easily  make 
$200,000  a  year,  starting  pay  for 
top  M.B.A.s  is  only  about 
$35,000  per  year,  or  half  what's 
available  to  similarly  qualified 
graduates  at  Wall  Street  firms 
like  Bear,  Stearns  &  Co.  or 
Goldman,  Sachs  &  Co.  "When 
an  investment  banker  comes  to 
recruit,"  says  Michael  Granof, 
chairman  of  the  accounting  de- 
partment at  the  University  of 
Texas,  "he's  surrounded  by  stu- 
dents who  want  to  give  him  a 
resume.  He's  been  talking  about 
salaries  of  $80,000.  The  accoun- 
tants who  recruit  come  no- 
where near  that." 

As  for  career  advancement,  it  takes 
as  long  as  12  years  to  make  partner  at 
a  Big  Eight  firm,  vs.  no  more  than  7 
years  to  reach  a  similar  ranking  at  a 
top  corporate  law  firm — where  the 
money  is  better  anyway.  Worse,  the 
notion  that  once  having  attained  part- 
ner status  a  person  was  set  for  life  was 
itself  badly  shaken  two  years  ago 
when  Peat  Marwick  shoved  a  number 
of  its  partners  into  early  retirement  to 


Deloitte  I  faskins  &  Sells  Chairman  Michael  Cook 
The  most  accounting-oriented  of  The  Eight 


free  up  cash  for  the  Regis  McKenna 
acquisition  and  other  adventures. 

The  merger  boom  has  further  inten- 
sified pressure  on  the  industry.  When 
General  Foods  merged  with  Philip 
Morris  in  November  1985,  Price  Wa- 
terhouse  lost  General  Foods,  while 
Coopers  &  Lybrand  not  only  held  on 
to  Philip  Morris  but  wound  up  with 
General  Foods  to  boot.  When  General 
Electric  acquired  RCA,  Peat  Marwick 


got  the  newly  merged  firm 
while  Touche  Ross  lost  its  ol« 
client,  RCA. 

The  problem  in  such  arrange 
ments  is  that  each  of  the  merg 
ers  results  in  a  net  loss  of  audi 
dollars.  Explains  Michael  Cook 
chairman  of  Deloitte  Haskms  £ 
Sells,  "The  audit  fee  of  tw< 
combined  firms  in  a  merger  i. 
about  65%  of  the  combined  au 
dit  fees  of  the  two  firms  taker 
independently."  That's  a  terrifit 
cost  savings  for  the  companie: 
involved,  but  terrible  for  the  ac 
counting  firms  involved.  Thus 
the  firms  have  been  increasing 
ly  chasing  after  smaller  anc 
smaller  corporate  clients.  Nov» 
some  big  accounting  firms  art 
certifying  the  paperwork  or 
LBOs  and  new  stock  offerings. 

As  the  pressure  intensifies 
competition  for  clients  some 
times  bursts  into  public  view  ir 
embarrassing  ways.  Take  the 
case  of  KMG,  a  leading  interna 
tional  accounting  firm  with  £ 
large  presence  in  Europe.  Anx- 
ious to  merge  with  a  Big  Eight 
firm,  it  caught  the  eye  of  Peat 

  Marwick.  But  no  sooner  was  the 

agreement  disclosed  late  last  yeai 
than  rival  Big  Eight  firms  began  se- 
ducing entire  KMG  national  account- 
ing operations,  such  as  those  for  Spain 
and  Japan. 

Or  consider  the  matter  of  William 
Webster,  managing  partner  of  Arthur 
Young  &.  Co.'s  Dallas  office,  who 
openly  accused  rival  firm  Arthur  An- 
dersen earlier  this  year  of  "lowbal- 
ling"  its  bid  to  audit  the  books  of 


Rating  The  Eight 


Since  merging  with  international  accounting  firm  per  partner — the  closest  thing  to  a  profitability  figure 
KMG,  Peat  Marwick  has  recaptured  its  spot  as  the  available — Peat  ranks  sixth.  That  may  change  if  KMG 
biggest  of  the  Big  Eight  worldwide.  But  in  terms  of  fees   partners  leave. 


Total  fees 
worldwide 
l$mil) 

— %  of  business 

in  

Number  of 
partners 

Fees  per 
partner 
tSthou) 

Biggest  U.S. 
audit  client 

Firm 

audit 

tax 

consulting 

KPMG/Peat  Marwick' 

52,500 

60% 

25% 

15% 

5,000 

S500 

General  Electric 

Arthur  Andersen 

1,924 

47 

20 

33 

1 

1,042 

Texaco 

Coopers  &  Lybrand 

1,700 

61 

21 

18 

2,946 

570 

Ford  Motor 

Ernst  &  Whinney^ 

1,492 

62 

20 

18 

2,640 

565 

RJR  Nabisco 

Price  Waterhouse 

I  48* 

59 

20 

15 

2,291  ' 

650 

IBM 

Arthur  Young 

1.42"7 

59 

26 

15 

2,580 

553 

Mobil 

Deloitte  Haskins  &  Sells 

1,188 

67 

18 

11 

2,192 

542 

General  Motors 

Touche  Ross 

1,151 

59 

19 

16 

2,600 

443 

Sears,  Roebuck 

•Numbers  for  KPMG/Peat  Marwick  ar 

e  most  recent  available 

Sources  International  Accounting  Bulletin. 

Big  Eight  Rev 

eu  indii  idiial  Jinn  data 
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After  we  invented  temporary 
help  in  1946,  we  spent  the  next 
41  years  keeping  Kelly  the  best. 

By  being  the  innovative 
leader,  with  our  PC-Pro1"  train- 
ing, testing,  and  on-the-job 
support.  And  never  forgetting 
about  customer  satisfaction, 
with  our  unconditional 
Kelly  guarantee. 

That's  why  thousands  of 
businesses  rely  on  us  for  word 
processing  and  personal 
computer  needs. 

And  why  you  should  think  of 
us  first  for  typists  and  clerks. 

Whatever  you  need  tempo- 
rary help  for- vacations, 
projects  or  short-term  fill-ins 
-your  first  and  best  source  is 
still  Kelly. 

just  like  it's  always  been. 


SERVICES 

t  THE  FIRST.  AND  THE  BEST.™ 


WE  FLY  MORE  NON-STOPS 
FROM  EUROPE 
TO  SOUTH  AFRICA 
THAN  ALL  OTHER 
AIRLINES  COMRINED! 


You've  a  choice  of  airlines  to  Europe.  And  a  choice 
of  gateways  to  South  Africa  -  London,  Amsterdam, 
Lisbon,  Frankfurt,  Paris,  Rome,  Zurich,  Brussels, 
Madrid.  But  from  there  on  SAA  is  the  one.  With 
incomparable  service  Prestige  Club  frequent  flyer 
benefits  and  more  non-stop  flights  than  all  other 
carriers  combined*.  So  see  your  travel  agent  or  call 
from  anywhere  in  North  America  and  discover  why 
SAA  is  the  best  way  to  South  Africa. 

One  call  does  it  all...1-80G-SAA-9675 


SOUTH  AFRICAN  AIRWAYS 


"Basea  on  scnedules  published  in  International  OAG  March  1987 


Dallas,  Tex. -based  First  RepublicBan 
Corp.,  the  newly  formed  $35  billia 
bank  holding  company.  Websu 
claimed  in  the  Pa/las  Times  Herald  th; 
Andersen  submitted  a  bid  85%  belo' 
what  top  firms  normally  quote  fc 
such  services — a  charge  that  the  nvj 
firm  equally  vocally  denied. 

One  of  the  hottest  battlefields  : 
technology:  Who  has  the  most  con 
puters,  the  most  sophisticated  sof 
ware  systems,  the  greatest  ability  t 
"interface"  with  a  client.  Boasts  Larr 
Horner,  chairman  of  Peat  Marwick  i 
the  U.S.,  of  his  firm's  7,000  person, 
computers:  "I  believe  we  have  devo 
ed  more  time,  money  and  effort  t 
making  our  people  more  computei 
literate  than  anyone  else."  Pish  tost 
retorts  Arthur  Young's  Chairma 
William  Gladstone  of  his  firm's  con* 
puter  audit  capabilities:  "I  believe 
can  safely  say  we're  in  a  whole  diffei 


"When  an  investment  bank- 
er comes  to  recruit,  he's  sur 
rounded  by  students.  He's 
been  talking  about 
salaries  of  $80,000.  The 
accountants  who  recruit 
come  nowhere  near  that." 


ent  league."  Nuts  to  you  both,  say- 
Coopers  &  Lybrand's  Peter  Scanlon 
"We  have  the  largest  computer  audi 
library  in  the  world — and  that's  m 
baloney." 

Happily,  accounting  remains  fol 
now  at  least  one  of  the  nation's  mos 
admired  professions,  as  shown  by 
recent  Louis  Harris  poll  of  sharehold 
ers  and  business  leaders  who  believe* 
accounting  to  have  the  highest  mora 
practices  of  any  major  profession- 
better  than  college  professors,  law 
yers,  congressmen,  journalists. 

Yet  if  something  happens  to  tha 
credibility,  there  is  more  at  risk  thar 
simply  the  fortunes  of  the  men  anc 
women  in  the  green  eyeshades.  In  the 
ory,  it  is  fine  if  accounting  firms  wan 
to  pursue  opportunities  in  relatec 
business  fields  like  strategic  or  finan 
cial  consulting.  There's  even  a  strong 
contingent  of  thought  that  such  en 
deavors  will  help  the  firms  better  un 
derstand  their  clients — and  as  a  resuli 
do  better  audits  for  them.  But  the 
stakes  involved  are  huge.  In  the  prac 
tical  world  of  the  marketplace,  certi 
fied  public  accountants  are  the  only 
guarantors  of  financial  integrity  the 
capitalist  system  has.  The  further  the 
industry  strays  from  its  roots,  the  big- 
ger the  chance  of  doing  damage  to  its 
credibility  with  the  public,  and  that  is 
something  from  which  ultimately  nc 
one  can  profit.  ■ 
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would  be  assigned  to  the  new 
organization's  retail  business,  and 
the  other  to  the  commercial  business. 

Since  Signet  is  strongly  customer- 
oriented  the  big  question  was,  whose 
equipment  was  going  to  handle 
the  retail  business? 

"The  bank  has  always  cared  a  lot 
about  their  retail  customers,  and 
they  expect  us  to  as  well,"  said  Glen 
Lyons.  "Our  people  showed  them  how 
theyti  be  able  to  maintain  their  high 
customer  service  standards,  even 


with  90  new  branches,  without  any 
interruption  of  service. 

"They  knew  that  we  could  do  it. 
The  bank  has  grown  fast  for  years, 
and  Unisys  has  always  kept  pace 
with  them.  And  Signet  has  never  had 
to  rewrite  their  software. 

"It's  been  real  rewarding  to  work 
with  bankers  who  care  so  much 
about  their  customers.  We  work 
with  them  so  closely,  they  think  of 
us  as  family  now.  That's  really  the 
power  of  2." 


"The  banks 
merged. 
The  question 


was,  could  their 
computers?" 


Glen  Lyons,  District  Manager,  Unisys. 


=== 

Marketing  1 

Edited  by  Jeffrey  A.Trachtenberg 

Here's  a  food  company  that  actually  prospers  without  advertis- 
ing. Call  it  doing  business  the  old-fashioned  way. 


Why  steal  your 
own  sales? 


By  Kerry  Han non 

T|  here  are  two  things  a  visitor 
driving  through  the  guarded 
gates  of  the  sprawling,  redbrick 
Lance  Inc.  plant  in  Charlotte,  N.C. 
can't  miss.  The  first  is  the  compelling 
aroma  of  120,000  pounds  a  day  of 
roasting  peanuts.  The  second  is  a  bill- 
board that  reads  "Remember  your 
ABCs — Always  Be  Careful."  That  is 
one  lesson  the  nation's  largest  inde- 
pendent marketer  of  snack  foods  has 
not  forgotten. 

In  74  years  of  making  such  snack 
favorites  as  Toastchee  peanut  butter 
sandwich  crackers,  Lance  brand  pota- 
to chips,  and  roasted  peanuts,  this  fer- 
vently nonunion  food  company  has 
become  the  most  profitable  snack- 
maker  in  a  $24  billion  industry.  This 
despite  a  marketing  strategy  that 
would  at  first  glance  seem  to  guaran- 
tee disaster.  Lance  does  not  advertise 
and  has  refused  to  increase  its  single- 
serving  product  size  to  capture  more 
supermarket  customers.  It  added  only 
five  new  snacks  in  1986,  and  four  of 
those — Jalapeno  &  Cheese  tortilla 
chips,  Soft  &  Chewy  fudge  chocolate 
chip  cookies,  Cajun  Style  potato  chips 
and  Pecan  Pie — were  almost  identical 
to  items  that  competitors  were  al- 
ready selling.  Lance  has  only  recently 
started  trickling  its  snack  items  into 
supermarkets,  where  more  than  70% 
of  all  snack  food  is  sold. 

Granted,  such  conservative  think- 
ing has  had  its  consequences.  Snack 
food  sales  generally  (there  are  three 
major  categories,  salty  chips  and  pret- 
zels, cookies  and  sandwich  crackers, 
and  candy!  have  more  than  doubled  in 
the  las*-  five  years.  But  Lance's  unit 


More  roasted  peanuts  and  tortilla  chips,  please. 
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While  a*  cffcn  on  k« 
calling  ha*  hccn  well-dnuun 
breakup  of  fhc  American  Tel 
telegraph  ( '.i  alxo  ha*  Chang 
rshora:  market  Pnvate 
challenging  regional  ph 
(he  -  ■ .  ailed  Baby  Bell*,  i.  t  pay  phint 
fnnchixe* 

The  tew.  regional  N>kling lornpan 
Ks  «uT  uverof  4  rraaunry  of  (he  ev 

J  SI  4  h.Hi.n 
fn»m  faxral  pay  phone  call*  hut  pnvale 
compenm  have  replaced  25.000  ta 
50.000  pay  phono  wncc  the  19X4 
breakup 
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Fuel  Tax  Upheld 


Nearly  SI 00  nalhrn  of  the  federal  ga» 
oleic  lai  itwuc  . .  ik-.  u-.i  m  I9H5  m  on 
fuel  wed  by  reereanonal  l>«t.  according 
to  a  ir.  .  ury  [Jeparunem  »tudy  The 
muM  ri"pre*erat  miae  dun  I  percrra  <*J 
the  lotaJ  federal  ga>*nhne  Ui  revenue  nd 
kxledtawyar 

The  «kK.  refeamcd  at  a  recent  hraraxg 
rxtkxre  fne  (Wnc  Meridian!  Marine  and 
Fanrne*  SutonnMacc  on  Coo**  Cits** 
and  Navigation,  lend*  oedence  10  tome 
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Hrxnda  can  continue  levy  inn;  n*  S 
percent  (ax  mi  all  aviation  (ucf  bought  by 
laavtrn  airline*  refueling  there,  (he  U.S. 
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mrlcajtc  b*  rhc  preceding  focal  ycai  In 
l<M(_V  the  Oatr  changed  the  law  b>  levy  (he 
i.i'  "ii  all  'i"  lucl  hiught  m  I  ■  ■  t  .  1. ■ 
T«enfy-(hree  rtaixms  fumed  Wanlau  (  an 
ada.  *in.  I.  imenao  charter  lh|thlv  and 
hum  (he  Urutcd  Sutev.  in  challcngine  a 
kmo  cnun  ruling  that  had  upheld  (he  ta.\ 

Wjniur  .u  ■  ml  (hat  (he  hcdcral  to Uhki 
Act  hwred  nute*  from  taxing  fuel  uved  by 
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iwi(hcarnix^(her4aneum>u)iH.-xa*il  fhev 
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The  San  Franco*  chased  uam  af  rirtned 
a  12,97)  ruMnev*  ikdution  claimed  in 
1979  by  Ira  1-ckJ/run  who  headed  the  (ax 
departnxrnt  id  a  large  San  rraaciacn  ac- 
owntmg  Ivm  After  Ivldman  hcvaroc  a 
rnanaging  rjartner  m  (hr  firm,  he  vatd  he 
Ifxand  he  rarely  had  (imr  for  uniraeTruplcd 
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xayx  Ihe  new  ntle*  aMuld  mauir. 
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You  can  judge 
this  book 
by  its  cover — 
and  by  its 
Briefing  pages. 


Check  the  breadth  of  topics  in  our  Briefing 
pages  and  you'll  see  they're  quick-cuts  across 
the  spectrum  of  Insight's  editorial  departments, 
important  nuggets  of  news  about — 


• 

Government 

• 

Health 

• 

Elections 

• 

Science 

• 

Business 

• 

People 

• 

Taxes 

• 

Congress 

• 

Law 

• 

and  more 

lies,  these 


news 
in  a 


novation  among  the  newsweeklies,  the 
fings  broaden  our  readers'  scope,  flag 
s  in  the  making,  convey  useful  information 
nutshell. 


Insight  Magazine:  In-depth  reports  plus 
uniquely  useful  Briefing  pages — for  busy,  in- 
volved, responsible  readers — create  a  lively 
new  environment  for  consumer,  business  and 
corporate  ad  messages. 

For  more  information,  contact  your  nearest  Insight  sales  rep.: 
Chicago,  IL  60601—333  N.  Michigan  Ave.,  (312)  346-8810  •  Los 
Angeles,  CA  90025—12100  Wilshire  Blvd.,  (213)  820-1550  •  New 
York,  NY  10166—200  Park  Ave.,  (212)  599-1730  •  Washington, 

DC  20002—3400  New  York  Ave.  N.E.,  (202)  636-8870 


SCIENCE 


Grat  PyramM  of  Cheops:  tiriptngdnr  the  mk  oo  donate  ctwtxr? 

Secrets  of  Old  Air 


Analyw  of  centunev-okl  air  imade  a 
chamber  in  front  of  (he  Great  Pyramid 
of  Oieapa  at  Gua.  tajypt.  may  grnr  to 
enrjsti  tome  1  ought  into  how  Earth'* 


r  was  icaled  mure  than  4,000 
>r^  ago 

Farouk  f-J-Ba/.  a  tpace  tcientui  and 
geokigw  t*  heading  (he  research  pro- 
ject In  the  fall,  an  uveniauonal  team  of 
researehcTv  will  hurt  a  hole  through  (he 
chamber  *  tinwuxnc  wall*  and  employ 
a  device  itmilar  to  (he  camera  uxed  u< 
photograph  (he  xurface  of  Man  10  doc 
ument  (he  anocni  thamber  *  interna 
Then  researcher*  will  collect  air  tam- 
pkn  far  analyxtx  in  botOex  originally 
devrfaped  by  the  Nalmnal  AenTriauTJc* 
and  Space  AdrntrniVafioo  fat  tewung 


make  a  timpkr  rcquevl  wimiwt  knowing 
a  lot  of  cutnpULcr  (argon  All  (hey  need 
to  know  r*  how  to  log  on  10  the  »yxtem 
and  xortte  haatt'  typing  *kilh.  cay*  Ste- 
ven P  Shwarty,  Intelligent  Busrxetw 
Syxtem*  rice  prcaidcni 

Aaxxxrding  lo  Shwart/,  I .  Ut  m 
vophiMkatcd  enough  to  understand  in 
cornpklc  *errlencc*.  vague  rrxfacata, 
ahbrcviatMim,  tx»n»lex  lime  reference* 
and  mtvvpellinp  The  program  can  pnv 
dutx  r  ' 


tiKh  aa  iwnvdua,  tximpovt  and  paper 
dey  aay*  ptaata:  mult  he*  can  impnwe 

crop  yxcu  by  30  perveaf  to  300  per- 

em 

He  and  hn  cofkaapac*  are  fbrnxu- 
Ltling  a  vanely  of  htixiegradabic  plaxxa. 
mukhe*  uung  ttarch  from  the  nation'. 
»urplu*  iom  otxp  Such  mulcfan  c^uid 
be  used  to  extend  the  crop  and  garden 
gyi**tri£  *cav*i  and  help  farmerx  pn> 
tcct  valuable  orn  from  weed*  and 
dfoughl  Utcy  can  t  aay  when  dV*e  ex 
penrnentaJ  rmknc*  will  be  a>adab4e 
tiirnmrrtulJy  but  note*  that  *mdy  re- 
•ulli  are  eiwrungin*: 

Pathway  to  Mars 


mo*t  aaractrve  wte  in  Ihe  wtar  ryxtern 
for  eirjtVxration.  and  one  n^earcher  xay* 
the  heat  prjouuunt  fnan  which  to  direct 
eiavfaratury  muatow  are  na  muoM, 
Imohun  and  l)e«nua 


[lie  11 


CtxafcJ  v 


The  re*carvber  hdievct  fJaat  the 
chamber'i  an*  may  help  reveal  whether 
dxr  afmiexphcre  is  wamung  or  exxouna; 
and  how  much  tarhon  dioxide  and  car- 
bon monoxide  have  been  added  lo  n  by 
(he  burning  of  fowal  rueb 


The 

yean  to  develop.  The 
ddfcufty  n  ereating  a  natural  language 
program  u  that  Inghah  ra  audi  an  am 
ngunu*  language  —  many  wtxda  have 
multiple  iTKcanuiga  Basically,  he  tayv 
"pn  tgrammcrv  have  reduced  all  the  vat - 
kwa  ways  of  nrpresenting  any  one  rr 
ujucxt  into  one  meaning  far  the  com 
putcr.  and  (hen  we  tell  the  . 
what  to  do  wsfh  (hat  reouevi " 


lewervaurm  txlattVerm.  *ays  FThert  A 
Kinr  a  pr  k  ■  of  geancitncc*  at  fhe 
IJwvenify  of  llouxaoo  f>c-mo»  one 
ciaJry  afford*  a  c 


a  loot  for  the  executive  wKh 


(  ncrnivu  at  fhe  Agncuburr  Ixrpon 
uxrm  ate  — « ■  m  ■  ■  on  a  *xare>MxBacd 
rxUxtx-  traitch  ffxtt  degrade*  when  a  at 
no  lunger  needed,  wing  fajDWJl  0JK 
expense  of  grxtaxg  nd  of  a 

ITxt*  expenac  a>  not 
according  m  hekx  H  <v.  an  orgj 
ihrnuat  with  dxc  anrnty  *  Niirthcm 
gxxnal  Rraearcfa  Ceraer  in 


King  tays  nsjdakr*  of  a  1 
*pate  mission  to  Man  could  be 
launched  man  bw  Earth  <*m*t  carrying 
die  exaaiprnent  far  1 


tapntnpli*hed.hc 
van.  wah  axxaJyata  of  *>*ntp(e*  per 
rurrned  at  the  mam  ttatxon 

~  JTaaOe  T^mUJ 


volume  lias  been  flat,  with  only  mod- 
erate increases  in  revenues.  Last  year 
sales  of  $366.9  million  were  up  a  mea- 
ger 3.3%,  one-half  of  which  was  tied 
to  a  16%  price  hike  in  September.  So 
much  for  the  bad  news.  The  good 
news,  and  the  reason  Lance  values  its 
look-before-leaping  philosophy,  is 
that  earnings  have  grown  an  average 
of  10%  annually  for  the  past  decade. 
In  1986  Lance's  net  profit  margin  was 
around  10%,  as  compared  with  5%  at 
PepsiCo,  whose  Frito-Lay  division  is 
the  world's  largest  producer  of  salty 
snacks.  Furthermore,  Lance  has  no 
long-term  debt,  and  its  cash  account 
tops  $86  million. 

Takeover  candidate?  Not  likely. 
The  cofounding  Van  Every  family 
(S.A.  Van  Every  married  Philip 
Lance's  only  daughter  and  the  two 
men  set  up  the  company  in  1913), 
though  no  longer  involved  in  the  com- 
pany's management,  remains  loyal  to 
it  and  owns  43%  of  the  stock. 

Lance  maintains  its  margins  in 
large  part  by  letting  competitors  do 
the  market  research  legwork  for  new 
product  introductions.  When  an  item 
succeeds,  Lance  follows  with  a  simi- 
lar product  but  at  a  lower  price.  Back 
in  the  late  1970s  Lance  tried  to  chart 
new  territory  on  its  own  by  introduc- 
ing a  line  of  honey-coated  peanuts.  It 
flopped,  and  production  was  halted. 
Two  years  later  Anheuser-Busch's  Ea- 
gle Snacks,  with  big-money  market- 
ing, won  consumers  to  a  similar  prod- 
uct. And  when  the  public  bit,  Lance 
promptly  reintroduced  its  version,  at 
nearly  half  the  price.  "We  are  not  re- 
luctant to  jump  on  a  product  if  it  is 
hot,"  says  A.F.  (Pete)  Sloan,  chief  ex- 
ecutive and  32-year  Lance  veteran. 

Lance  also  maintains  margins  by 
resisting  the  temptation  to  stray  from 
its  market.  It  is  a  carefully  defined 
category  (l-to-3-ounce  servings,  with 
a  suggested  price  of  35  cents)  that 
even  Frito-Lay  largely  ignored  until 
the  late  1970s.  Frito-Lay  now  pro- 
duces Doritos,  Fritos,  Lay's  potato 
chips  and  cracker  sandwiches  similar 
to  Lance's  for  that  market.  But  Lance 
has  held  the  profit  lead  with  its  150- 
plus-item  menu,  derived  substantial- 
ly from  the  peanut.  It  includes  a  vari- 
ety of  peanut-butter-filled  crackers — 
for  example,  Nekote,  a  peanut-butter- 
fillcd  sweet  bisquit;  Malt,  a  malt-fla- 
vored cracker  filled  with  peanut  but- 
ter; Toasty,  a  round  cracker  filled 
with  peanut  butter;  and  the  bestsell- 
ing  Toastchee — and  other  items. 

More  than  half  these  edibles  are 
sold  through  small  convenience 
stores.  Another  30%  are  sold  in 
70,000  company-owned  vending  ma- 
chines that  are  situated,  for  the  most 


part,  in  noncompetitive  locations  like 
the  top  of  a  ski  slope  outside  Denver 
and  outside  at  least  a  hundred  rural 
gas  stations  in  Georgia,  where  Lance 
does  not  have  to  fight  for  shelf  space 
by  offering  deep  discounts  and  promo- 
tions. The  company  derives  another 
12%  of  revenues  from  selling  crackers 
and  melba  toast  breadbasket  items  to 
restaurants  and  schools. 

Deliveries  are  made  at  least  once  a 
week  by  Lance's  team  of  around  2,300 
salesmen  in  the  same  35  states,  ex- 
cluding California  and  most  of  New 
England,  it  has  been  selling  in  for 
close  to  a  decade.  Most  salesmen  own 
their  Lance  delivery  truck  and  are 
paid  a  commission  on  collections, 
rather  than  sales.  That  means  Lance 
avoids  big  fleet  maintenance  costs, 
and  rarely  gets  stuck  by  deadbeats. 

The  few  times  Lance  has  tried  to 
grow  by  diversification  have  been  dis- 
appointing. The  tarnished  acquisition 
record  includes  Hancock's  Old  Fash- 
ioned Country  Ham,  sold  in  1982,  and 
Tri-Plas  plastic  containers,  sold  last 
year,  both  at  a  loss.  Likewise,  Lance's 
most  recent  purchase,  Nutrition-Pak, 
a  granola-bar  maker  bought  in  1984,  is 
a  moneyloser  and  may  soon  be  sold. 
"Our  timing  was  bad,"  says  Sloan. 
"The  granola  market  had  peaked  by 
the  time  we  bought  the  company." 

Sloan  learned  from  these  mistakes. 
"There  are  things  you  can  do  to  im- 
prove the  earnings  of  your  company 
without  taking  a  wild  fling,"  he  says. 


By  Ruth  Simon 

Meat  eaters  haven't  had  it 
easy  lately.  Beef  costs  too 
much  and  may  be  bad  for 
you;  pork,  with  10%  fat,  isn't  faring 
much  better.  And  chicken,  now  the 
country's  bestselling  food  bird,  ac- 


IK 

His  strategy:  "Stick  to  the  basics."  1 jfl 

Sloan  stuck  to  the  basics  even  whel  I 
he  ventured  into  supermarkets.  Til  h 
day  Lance  products  can  be  found  iW< 
chains  like  Harris  Teeter  in  North  ar 
South  Carolina,  Winn-Dixie  in  Flor 
da,  and  Food  Lion,  also  in  the  Soutl 
east,  among  others.  Hut  Lance  is  sti 
not  selling  the  8-ounce  big  bag  i 
chips  or  the  16-ounce  large  box  » 
crackers  ordinarily  associated  wit 
the  grocery  store,  nor  does  it  intend  t 
do  so  anytime  soon.  Rather,  eight  it 
dividual  snack  servings  are  sold  in  oi 
package,  a  cost-effective  and,  so  fa 
successful  way  to  enter  the  mark', 
without  changing  the  production  lin 

Sloan  is  loath  to  nourish  those  sale 
with  advertising  or  larger  packagin 
because  he  thinks  a  supermarket  sal 
steals  a  vending  machine  sale.  Sloa 
has  ordered  no  studies,  but  figure 
that  if  a  mother  can  fill  Johnny 
lunch  box  with  a  package  of  Toas 
chee  for  his  recess  snack,  Johnn 
won't  be  buying  a  Toastchee  from  th 
vending  machine  at  school. 

Trouble  with  vending  machin 
sales  is  that  they're  growing  at  a  slu£ 
gish  rate:  less  than  3%  a  year.  Henc 
the  reluctant  move  into  supermai 
kets.  "We  have  never  advertised,  an 
we  don't  plan  to  start,"  says  Sloan. 

"We  get  more  for  our  money  b 
putting  it  into  manpower  and  impro\ 
ing  the  production  line,"  he  says 
clearly  unimpressed  by  growth  fc 
growth's  sake.  ■ 


counts  for  27%  of  our  "center-of-tht 
plate"  fare. 

Little  wonder  that  a  new  trio  o 
usually  astute  food  marketers,  Geo 
A.  Hormel  &  Co.,  Sara  Lee  and  Perdue 
Farms,  see  juicy  opportunity  in  a  meai 
that  is  easy  to  prepare,  and  at  3%  fat 
even  leaner  than  chicken.  They're 


Turkey  is  the  fastest-growing  item  at  the 
meat  counter.  Perdue,  Hormel  and  Sarc 
Lee  hope  to  send  sales  even  higher. 

Will  the  turkey 
fly  this  time? 
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REAKTHROUGH: 

PEERING  THE  TRIP 
OM  THE  HEN  HOUSE 
0  YOUR  HOUSE. 

r  every  product,  from  eggs  to  auto  parts,  faster 
siness  communication  could  mean  speedier 
Dduct  delivery,  less  warehousing,  fewer  mistakes 
d  greatly  improved  cash  flow. 
That's  why  we  devised  an  electronic  data 
erchange  network.  It's  so  versatile  that  it  can  link 
|compatible  computers  and  match  incompatible 
cuments  for  entire  industries.  Now,  users  relay  a 
issage  in  seconds,  in  any  format,  for  any  computer, 
anyone  else  on  the  network.  Once  the  message  is 
rifled  and  action  approved,  back  it  goes,  and 
mmerce  begins. 

Called  EDI*Systems,  it's  at  work  in  the  grocery 
dustry,  cutting  costs,  reducing  errors  and  speeding 
e  trip  from  the  supplier  to  the  skillet.  It  can  work 
well  for  other  industries  such  as  electronics, 
emistry,  petroleum  and  automotive.  Let  us  tell  you 
w.  Write:  EDFSystems,  Box  14  5  26,  St.  Louis, 
O  63178. 

We're  creating  breakthroughs  that  make  a 
fference  in  the  way  things  work  and  the  way 
lople  live. 

We're  McDonnell  Douglas. 


talking  turkey.  The  challenge  is 
to  get  Americans  to  think  of  it 
as  more  than  a  holiday  dish 
(about  40%  of  all  turkey  is  sold 
in  the  last  quarter  of  the  year). 
It's  never  easy  changing  a  na- 
tion's eating  habits.  But  beef 
consumption  is  down  from 
94  pounds  per  person  in 
1976  to  74  pounds  this  year, 
while  turkey  gobbling  has 
nearly  doubled  in  that  peri- 
od, to  16  pounds,  so  there 
may  in  fact  be  more  room  in 
the  oven  for  the  big  bird. 

Indeed,  companies  such  as  Louis 
Rich,  the  turkey  processor  (1986 
sales,  nearly  $500  million),  have  al- 
ready successfully  invaded  supermar- 
ket shelves  not  only  with  whole  tur- 
keys and  sliced  turkey  breast  but  also 
with  concoctions  carrying  unfortu- 
nate monikers  and  debatable  flavors, 
such  as  turkey  ham  and  turkey  hot 
dogs.  These  products  use  turkey  in- 
stead of  traditional  beef  or  pork,  and 
are  less  expensive  at  retail. 

But  those  inventions  smack  of  a 
slightly  unsavory  "throw  the  bird  in 
the  grinder  and  let's  see  what  comes 
out"  attitude.  Enter  Perdue,  Sara  Lee 
and  Hormel.  Each  is  taking  a  slightly 
different  approach  to  peddling  turkey. 

Frank  Perdue,  who  put  sizzle  into 
the  broiler  industry  by  creating  the 
first  brand-name  chicken,  in  1969,  is 
hawking  his  own  line  of  Perdue  tur- 
keys in  New  England.  Sara  Lee,  the 
famous  baked  goods  maker,  is  buying 
Bil  Mar  Foods,  the  country's  13th- 
largest  turkey  producer,  which  makes 
Mr.  Turkey  products.  Geo.  A.  Hormel 
&  Co.  bought  7th-ranked  Jennie-O 
Foods  late  last  year. 

Perdue  Farms  bought  Shenandoah 
Valley  Poultry  and  Shenandoah  Farms 
in  1984  and  spent  nearly  three 
years  and  more  than  $4  mil- 
lion improving  quality  V\ 
control  and  facilities  to  '^*> 
get  its  turkeys  ready  for 


Illustrations  bv  Tim  Lewis 


market.  Perdue  will  spend  some  $2 
million  this  year  on  a  regional  TV  and 
print  ad  campaign  created  by  Scali, 
McCabe,  Sloves.  It's  designed  to  en- 
courage Perdue's  chicken  customers 
to  transfer  their  loyalty  to  its  turkeys. 
"Why  buy  a  turkey  from  a  chicken 
man?"  asks  one  print  ad.  A  TV  com- 
mercial, with  a  voice-over  by  actress 
Sally  Kellerman,  coos  "[If]  you  fell  in 
love  with  his  chickens  .  .  .  you're 
about  to  fall  in  love  again."  The  ads 
will  extol  what  Perdue  describes  as  a 
broader-breasted  bird  as  well  as  the 
company's  consistent  quality.  Per- 
due's marketing  has  been  so  good  that 
it  now  controls  better  than  50%  of  the 
$800  million  chicken  market  in  New 
York  City  and  Connecticut. 


Hormel,  too,  intends 
build  the  Jennie-O  name.  1 
will  at  least  double  th 
company's    budget  froi 
$95,000    last    year.  Sti 
small,  the  budget  will  mos 
ikely  be  tailored  to  spot  T] 
commercials. 
Besides  more  aggressive  advertij 
ing,  shoppers  will  find  more  vanet 
and  smaller  portions.  Perdue  i 
selling  fresh  turkey  parts  speciall 
wrapped  in  see-through  plastic  rj 
increase  shelf  life.  Hormel  j 
working   on    smoked  turke 
products  for  the  Jennie-O  lira 
and  is  adding  turkey  to  its  new  heal 
and-eat  entrees,  Top  Shelf,  in  lonj; 
shelf-life  boxes,  and  New  Tradition; 
in  refrigerator  boxes. 

Nobody  knows  how  much  mor 
turkey  Americans  are  ready  to  eat.  t 
fast-food  hit  like  chicken  nugget 
(now  a  nearly  $6  billion  business 
would  help.  The  University  of  Wis 
consin-Stout's  fast-food  laboratory  l 
working  to  develop  a  broiled  turke 
patty,  but  the  going  has  been  slow. 

One  industry  trend  more  easy  t< 
predict:  a  turkey  shakeout  that  wil 
likely  cat  up  some  of  the  competitors 
"It's  a  fast-growing  industry,  perhap 
too  fast,"  admits  Frank  Perdue 
"There  certainly  are  going  to  be  a  la 
of  turkeys  to  sell  in  the  next  couple  o 
years.  It  becomes  a  question  of  hov 
much  the  market  can  stand."  Unti 
then,  pass  the  drumstick.  ■ 


TRW  has  been  selling  credit  information 
about  you  to  banks  and  retailers  for  years 
Now  it  wants  you  to  pay  for  it,  too. 


Money  for  nothing 


By  Adam  Snitzer 


It  takes  nerve  to  sell  consumers 
something  they  can  get  for  free. 
But  that  hasn't  stopped  market- 
ing aces  at  TRW  Inc.  from  trying.  The 
company  has  devoted  three  years  and 
several  million  dollars  to  figuring 
how  it  can  get  consumers  to  pay  for 


credit  reports  that  by  law  they  are 
entitled  to  get  for  free. 

The  company's  new  TRW  Creden- 
tials Service  draws  on  its  Information 
Systems  database,  developed  foi 
TRW's  20-year-old  credit  reporting  di- 
vision. For  more  than  two  decades 
that  division  has  done  a  brisk  busi- 
ness with  a  variety  of  banks,  credit 
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144  years 
before  the 


mast. 


In  1842  Atlantic  was  launched 
as  a  marine  insurance  company,  and  in 
the  century  and  a  half  since,  we  have 
been  tried,  tested-and  proven— again 
and  again. 

But  our  present-day  reputation  is 
based  on  more  than  mere  longevity.  Our 


ability  to  understand  and  sort  out  com- 
plex risk  factors  results  in  policies  that 
answer  real  client  needs. 

Our  highly  sophisticated  technol- 
ogy means  you  get  answers  fast,  while  it 
helps  us  provide  loss  control  services  to 
minimize  your  risks. 

And  because,  after  144  years, 
Atlantic  remains  a  mutual  company 
our  cargo  policyholders  can  look 
forward  to  the  possibility  of  annua! 
dividends.  We've  issued  dividends  to 
various  groups  every  year  since  1855. 

Talk  to  your  agent  or  broker  about 
a  global-wide  policy  for  cargo,  hull,  P&l 
and  marine  liabilities.  Atlantic  Mutual, 
45  Wall  Street,  New  York,  NY  10005. 


^AtlanticMutual 

Only  insurance. 
That's  your  assurance. 


CREDENTIALS 


LOOK  FOR  DETAILS  IN 
YOUR  MAIL  OR  SUNDAY  PAPERS 


-     __||MP  ylB 


r/brff  sft'/ft /row  77?W!s  Credentials  TV  commercial 
Knowledge  is  power  .  .  .  and  profits. 


justify  launching  the  product,  albe:| 
slowly.  More  than  165,000  have  a 
ready  signed  up  in  California,  aril 
TRW  has  just  fired  its  big  marketin 
guns  at  the  New  York  metropolita 
area.  The  push  included  some  5  mil 
lion  advertising  inserts  in  newspapei 
and  magazines,  a  2-million-piece  di 
rect  mailing  and  a  30-second  TV  corr 
mercial  starring  Peter  Graves  of  Ma 
sion  Impossible  fame. 

A  lot  of  money  and  a  lot  of  effort  t 
develop  a  credit  reporting  service 
Sure  is.  But  examined  closely,  there 
a  lot  in  it  for  TRW  in  the  long  rur 
Because  TRW  Credentials  is  also 
clever  marketing  campaign  to  develo 
a  nationwide  consumer  dossier  tha 
could  considerably  enhance  the  prol 
its  of  the  company's  Information  Sys 
terns  division. 

Subscribers  to  TRW  Credential 
can  also  enlist  in  a  computer  informa 
tion  network  that  will  contain  thei 
personal  income,  Social  Securit 
number,  place  of  work,  plus  the  valu 
of  their  home,  stock  portfolio,  saving 
and  any  additional  assets.  TRW  say 
this  will  make  it  easier  for  subscriber 
to  apply  for  a  loan  or  a  new  credit  care 
Maybe,  although  banks  and  retailer 
usually  query  several  sources  befor 
granting  new  credit. 

This  treasure  trove  of  consume 
data,  however,  Wellerstein  readily  ad 
mits,  will  eventually  give  TRW  a  fa 
more  valuable  product  to  sell  to  . 
wide  variety  of  market  researchers 
direct  mail  merchandisers  and  others 
Selling  demographic  and  other  dat; 
from  its  Credentials  customers  coulo 
well  pull  in  fatter  revenues  for  TRV 
than  the  Credentials  membership  fee: 
would.  (TRW  anticipates  that  Creden 
tials  will  sign  up  2  million  subscriber: 
by  1990.) 

So  TRW  Credentials'  customer: 
will  pay  $35  a  year,  first  for  a  service 
they  could  get  for  less  elsewhere  anc 
in  some  cases  for  free,  and  second  fo 
the  privilege  of  giving  the  company 
information  that  is  so  valuable  that  i 
can  be  resold  at  a  profit.  That's  ere 
ative  marketing  for  you.  ■ 


A  lot  of  money  and  effort  to 
develop  a  credit  reporting 
service?  Sure  is.  But 
Credentials  is  also  a  clever 
marketing  campaign  to 
develop  a  nationwide 
consumer  dossier  that  could 
considerably  enhance  the 
profits  of  the  company's 
Information  Systems  unit. 


card  companies,  retailers  and  other 
so-called  credit  providers,  trying  to 
weed  deadbeats  from  good  credit 
risks.  TRW  gets  accounts  receivable 
computer  tapes,  which  detail  con- 
sumer purchases  made  on  credit,  from 
many  of  the  same  clients  it  then  sells 
credit  reports  to. 

TRW  sorts  this  accounts  receivable 
information,  from  some  20,000  differ- 
ent sources,  and  produces  more  than 
130  million  personal  credit  repay- 
ment history  reports  that  are  then 
sold  back  to  the  lenders  on  request. 
TRW's  main  competitor  in  this  game 
is  Chicago-based  Trans  Union  Credit 
Information. 

The  TRW  Credentials  gimmick  is 
to  get  consumers  to  pay  $35  a  year  to 
find  out  at  any  time  what  is  in  their 
own  credit  reports.  Why  call  it  a  gim- 
mick? Because  the  Federal  Fair  Credit 
Reporting  Act  requires  that  when  a 
consumer  is  denied  credit,  TRW  and 
its  competitors  must  provide  that  per- 
son with  his  or  her  credit  report  at  no 
charge.  Consumers  who  wish  to  see 
their  credit  reports  for  any  other  rea- 
son can  get  one  for  $5  to  $15.  So  who 
needs  TRW  Credentials? 

TRW  says  it  also  offers  subscribers 
peace  of  mind  since  they  have  access 
any  time  they  ask  to  see  their  credit 
rating  and  are  notified  any  time  an- 
other party  looks  at  their  rating.  It 
also  offers  credit  card  registration.  Of 
course,  such  insurance  is  available 
from  other  companies  for  around  $10 
a  year.  Peace  of  mind? 

"I'm  astounded  that  there  are  peo- 
ple out  there  who  want  to  pay  for 
this,"  says  Clarke  Brinckerhoff,  one  of 
the  Federal  Trade  Commission  staff- 
ers who  police  credit  reporting. 
Brinckerhoff  also  says  that  TRW  Cre- 
dentials isn't  violating  any  federal 
statutes.  But  even  TRW's  man  in 
charge  of  Credentials,  Melvin  Weller- 
stein, allows  that  many  of  its  poten- 
tial customers  are  probably  ignorant 
of  the  federal  law. 

In  any  case,  TRW's  nationwide  re- 
search apparently  showed  that  the  ig- 
norant are  sufficiently  numerous  to 
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This  is  a  Motorola 
two-way  radio. 

With  Motorola  STX  radios  in 
one  of  our  trunked  two-way 
radio  systems,  an  industrial  or 
community  organization  can 
direct  communications  to  fleet 
members  on  a  need-to-know 
basis,  greatly  increasing 
individual  efficiency  and  group 
effectiveness.  For  information 
call  800-367-2346. 

©  1987  Motorola  Inc.  Motorola.  ®  and  SIX 
I  are  registered  trademarks  of  Motorola  Inr. 


It's  efficient. 
It's  intelligent. 
It's  remarkably 

versatile. 

You  can  use  it 

as  a  two-way  radio, 
a  pager,  or 

a  telephone. 
It's  your  call. 


M)  MOTOROLA 


Advanced  Electronics  for 
a  More  Productive  World. 


Science  &  Technology 


Edited  by  Gail  Bronsun 

It  used  to  be  the  stuff  of  Hula  Hoops, 
throwaway  food  wrap  and  a  memorable 
one-liner  in  a  Dustin  Hoffman  movie.  So 
let's  hear  it  for . . . 


New  uses 
for  plastics 


unHHnn    Superconduc-  a  conductor  of  energy. 

I  [f'A  IJ         tivity  is  much  Since  1977,  when  researchers  at  the 

IHHBHHHHHHB                   news  University  of   Pennsylvania  discov- 

these  days,  as  scientists  praise  the  ered  plastics,  or  polymers,  that  can 

potential  of  using  various  forms  of  conduct  electricity,  scientists  have 

ceramics    to    transport    electricity  been  working  to  exploit  the  materials' 

with  a  minimal  loss  of  energy.  But  remarkable  capacity,  when  treated 

in  all  the  excitement  some  very  with  certain  chemicals,  to  become  an 

promising  research  in  a  related  area  electrical  conductor.  That  research 

of  electrical  engineering  has  been  now  is  moving  toward  practical  appli- 

largely  overlooked — using  plastic  as  cations  that  hold  promise  of  tranS- 


Tcd  Kapplcr 


Allied-Signal  lab  chief  George  Schmitt 

Plastic  batteries  promise  longer-lasting,  cheaper  power. 


forming  everything  from  automobi  I 
design  to  the  way  computer  chips  a  I 
manufactured. 

Already,  Allied-Signal  Inc.,  as  pa  I 
of  a  joint  research  venture  with  Hit  I 
chi,  Ltd.  and  Showa  Denko  K.K. 
Japan,  is  developing  marketing  plai  I 
for  lightweight,  rechargeable  batten  I 
with  plastic  electrodes  instead  of  tl 
conventional  nickel-cadmium.  Cor  I 
panies  will  be  able  to  manufacture  tl  I 
new   batteries   in   flat   or   flexib  I 
shapes,  allowing  them  to  be  used 
oddly  shaped  spaces. 

Or  take  Honeywell,  Inc.  of  Minn  I 
apolis,  which  has  synthesized  a  cla  I 
of  conductive  plastics  called  polyca  I 
bazole.  Honeywell  scientists  are  no  I 
using  the  material  in  the  prototyi  I 
design  of  a  new  generation  of  compu  I 
er  circuit  boards  that  the  compar  I 
expects  to  bring  to  market  sometm  I 
in  the  next  five  years. 

Another  use  being  investigated  f<  I 
polycarbazole  is  as  an  automobi  I 
window  defogger;  placed  in  th;  I 
sheets  across  the  windows,  the  mat'  I 
rial  not  only  transmits  electricity  bt  I 
also  generates  enough  heat  to  evap<  I 
rate  condensation. 

A  third  firm,  Lockheed-CalifornJI 
Co.,  has  designed  prototypes  of  pob  J 
mer-based  transistors  to  be  used  il 
aircraft  design  by  the  turn  of  the  d<  j 
cade.  Such  components  could  win  I 
up  cutting  aircraft  weight  by  as  muc  S 
as  10%,  with  corresponding  saving 
in  fuel  consumption. 

Exactly  how  are  conductive  pob  I 
mers  made?  Most  companies  are  nc  I 
telling,  because  their  processes  a* I 
proprietary.  Chemist  Tobm  Marks  c 
Northwestern    University,    outsid  [ 
Chicago,  explains  how  he  does  it:  "W 
attach  certain  organic  molecules  wit 
nonlinear  properties  to  polystyrene, 
common  plastic,  and  then  treat  ;l 
with  an  electrical  field.  The  plastic  il 
then  suitable  for  molding  into  film 
and  fibers." 

Besides  electricity,  such  polymer 
can  also  transmit  light,  and  for  man 
researchers  that  is  the  most  promij 
ing  area  of  all.  Last  year  Lockhee 
Missiles  &  Space  Co.  started  usin 
these  nonlinear  optical  polymers  t 
build  prototypes  for  equipment  tha 
detects  the  edges  of  an  image,  usefu 
for  monitoring  the  alignment  c 
work-pieces  on  an  automated  produc 
tion  line. 

By  the  end  of  the  1990s,  say  scien 
tists,  such  polymers  may  even  giv 
rise  to  "optical  computers"  that  ar> 
powered  by  light  itself.  Such  device 
would  be  more  powerful  than  electn 
cally  driven  computers  because  whei 
light  travels  through  certain  poly 
mers,  its  frequency  can  be  doubled  o 
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Northwestern  University  chemist  Tobin  Marks 

Polymer  fibers  spun,  together  for  better  tensile  strength  and.  conductivity  than  silicon. 


Hi: 


tripled,  thereby  amplifying  its  ability 
to  carry  information. 

Undoubtedly  the  most  intriguing 
polymer  applications  of  all  are  to  be 
found  in  defense-related  technologies. 
The  Defense  Department  is  spending 
an  estimated  $14  million  annually  on 
both  university  and  corporate  re- 
search into  such  exotic  tasks  as  using 
polymers  for  the  exterior  surfaces  of 
aircraft,  thereby  eliminating  many,  if 
not  all,  electrical  components  in  the 
plane  itself. 

Military  communications  will  also 
be  enhanced  by  using  polymer-based 
optical  switches.  Optical  beams  are 
already  used  in  fiber  systems  such  as 
long  distance  telephone  networks. 
But  the  light  beam  energy  must  be 
converted  back  to  electrical  energy  at 
the  end  of  its  route.  Polymers  will 
make  such  conversions  unnecessary. 
"We  want  to  avoid  that  last  step," 
says  John  Neff,  a  program  manager  at 
the  Defense  Advanced  Research  Proj- 
ects Agency,  a  scientific  development 
branch  of  the  Pentagon.  "We  hope  we 
will  have  some  switching  devices  to 
do  this  in  no  more  than  two  or  three 
years  from  now." 

Polymers  can  even  eliminate  dan- 
gerous "cross-talk"  when  onboard 
sensors  and  computers  that  are 
packed  into  combat  planes  communi- 
cate with  each  other.  The  electrons 
travel  so  close  to  one  another  that 
they  create  electrical  fields  that  inter- 
fere with  communications.  Since 
light  beams  create  no  electromagnetic 
fields,  using  optical  polymers  in  the 


communications  circuitry  eliminates 
the  cross-talk. 

Polymers  may  even  play  a  major 
defense  role  in  the  event  of  a  nuclear 
attack.  In  theory  at  least,  the  electro- 
magnetic pulses  from  nuclear  explo- 
sions could  wind  up  short-circuiting 
and  knocking  out  all  electronically 
based  machinery  on  the  earth,  from 
computers  and  telephone  systems  to 
transistor  radios  and  cars  equipped 


with  electronic  fuel  injection  sys- 
tems. By  contrast,  the  deadly  electro- 
magnetic pulse  would  have  no  effect 
on  optically  based  systems  designed 
around  polymers. 

The  only  likely  problem,  concedes 
Neff  of  the  Defense  Department, 
would  be  plain  old  heat.  Muses  he 
forlornly,  "Maybe  the  plastic  would 
melt."— G.B. 


Testing  filaments  for  electrical  properties 

Research  with  practical  application  for  business. 
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Shippers  hear 
it  again  and 


Oit  again  and 
again:  You'll  always 
find  a  good 
listener  at  Norfolk 
Southern. 

Thoroughbred 
Service  starts  with 
a  sales  team  that  works  closely  and 
regularly  with  every  customer, 
taking  the  time  to  make  everything 
work  smoothly.  The  team  can 
customize  equipment  or  tailor 
service  for  an  industry  or  geo- 
graphic location. 


Shippers 
need  answers 
fast.  So,  Norfolk 
Southern  devel- 
oped Thorough- 
bred Quickfo?M 
Now,  from  their 
desktop  com- 
puters, shippers  get  instant,  up-to- 
the-second  rate  information,  even 
pinpointing  the  location  of  cars. 

Just  listen.  You'll  be  hearing 
more  and  more  about  the  trans- 
portation company  that's  really 
responsive. 


NORFOLK 
SOUTHERN 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Why  let  an  outsider  buy  your  company? 
You  can  often  bring  off  your  own  lever- 
aged buyout.  It  happens  more  and  more. 

If  you're  so  smart, 
buy  it  yourself 


By  Barbara  Kallen 


I 


'  BLEYER 

mwsrmts  mc. 

n  1981  Gus  Poulis  of  East  North- 
port,  N.Y.  was  the  contented  trea- 
surer of  Bleyer  Industries,  a  pri- 
vately held  company  that  makes  spe- 
cialty paper  products — candy 
wrappings  and  the  like.  Poulis  was  41 
at  the  time,  had  worked  at 
Bleyer  for  13  years,  and 
liked  it  so  much  he 
wouldn't  have  minded 
staying  there  until  retire- 
ment. His  distress  was  un- 
derstandable, then,  when 
he  discovered  that  62- 
year-old  founder  Lewis 
Bleyer  wanted  to  sell  out. 
The  sale  price  was  about 
$5  million.  Poulis  knew 
the  company's  balance 
sheet,  and  knew  that  who- 
ever bought  the  company 
would  be  getting  a  good 
deal.  Its  sales  were  around 
$12  million  annually,  with  equip- 
ment worth  $850,000.  There  was  an- 
other $3.5  million  in  inventory  and  $2 
million  in  receivables. 

Almost  every  day,  executives  like 
Gus  Poulis  sit  idly  by  and  watch  their 
companies  or  divisions  change  hands 
and  do  nothing  about  it.  Strangers 
waltz  away  with  the  ownership  of  the 
company,  leaving  behind,  all  too  of- 
ten, a  host  of  pink  slips.  Recalls  Pou- 
lis: "I  knew  I  would  be  out  of  a  job  as 
soon  as  the  new  owners  picked  my 
brains." 

Increasingly,  however,  managers 
aie  speaking  up  and  buying  out  their 


own  companies.  They  are  learning 
that  there  is  no  alchemy  to  leveraged 
buyouts,  and  no  shortage  of  people 
willing  to  lend  them  money.  Says 
Robert  A.  Miller,  president  of  Con- 
gress Financial  Corp.,  a  New  York 
asset-based  lender  specializing  in 
small  and  medium-size  LBOs:  "There 


Gus  Poulis,  president  of  Bleyer  Industries 
Treasurer  to  owner  with  $100,000  down. 


is  no  reason  managers  should  let  such 
opportunities  slip  through  their  fin- 
gers just  because  they  do  not  know 
the  ropes." 

Poulis  was  one  manager  who 
grabbed  for  that  rope.  "My  family 
thought  I  was  crazy.  All  I  had  was 
$100,000  worth  of  company  stock." 

But  that  was  enough.  Joining  with 
three  fellow  executives,  Poulis  was 
able  to  raise  a  total  of  $5  milhor  from 
Congress  Financial  Corp.  Gi  that 
sum,  $3  million  went  to  shareholders, 
mostly  Bleyer,  leaving  $2  million  in 
working  capital.  Things  worked  so 
well  that  Poulis  did  another  leve;  igec 


buyout  in  1986  to  buy  out  his  pare 
ners.  He  now  has  controlling  interesi 
in  the  company — whose  sales  havt 
climbed  from  $12  million  in  1981  ti 
$20  million  annually  today. 

In  recent  years,  management  ant 
employees  have  been  behind  buyout 
at  divisions  of  Kaiser  Aluminum  & 
Chemical  Corp.;  Beatrice  Foods;  th 
Harley-Davidson  division  of  AM] 
Inc.;  Microdot,  formerly  a  subsidiar 
of  Northwest  Industries;  Vista  Chem 
ical,  formerly  a  part  of  Du  Pont's  Con 
oco  subsidiary;  Georgia  Gulf,  former 
ly  part  of  Georgia-Pacific;  and  man 
others.  In  1981  only  a  fraction  of  thi 
99  LBOs  that  took  place  were  manage 
ment  buyouts,  according  to  Martii 
Sikora,  editor  of  Mergers  &  Acquisitions 
In  1986  Sikora  estimates  that  30%  t« 
40%  of  the  328  LBOs  that  took  plac 
were  pulled  off  by  management. 

The  wonder  is  there  aren't  more 
But  it  seems  that  while  many  manag 
ers  know  their  businesses  like  th 
backs  of  their  hands,  they  haven't  thi 
faintest  idea  of  how  to  go  about  buy 
ing  them.  Here  are  some  tips,  gleanet 
from  Miller  and  other  lenders  wh< 
would  often  prefer  to  back  manager 
than  outside  speculators  looking  for  , 
quick  hit. 

Your  first  step  in  a  buyout  is  t< 
determine  if  your  company  or  divi 
sion  is  indeed  for  sale.  A  sale  may  b< 
imminent  if  the  owner  is  getting  closi 
to  retirement  with  no  ap 
parent  successor,  if  he  i 
showing  a  decreasing  in 
terest  in  the  firm  or  ii 
there  is  conflict  amon; 
family  shareholders.  Fee 
things  out  by  talking  ti 
confidants — your  boss 
lawyer,  perhaps,  his  ac 
countant  or  his  banker. 

In  a  big,  public  compa 
ny,  signs  of  divestiture  ar< 
hard  to  miss.  Charle 
Conard  Smith  was  an  ex 
ecutive  with  Kaiser  Alu 
minum  &  Chemical  Corp 
in  1984  and  knew  th< 
company  was  shedding  nonalu 
minum  divisions.  Smith  and  a  grouj 
of  fellow  managers  went  to  Kaise 
with  a  proposal  to  buy  the  Nationa 
Refractories  &.  Minerals  division,  ant 
were  welcomed  with  open  arms.  To 
day  Smith  is  its  president  and  a  princi 
pal  stockholder. 

Once  you  are  sure  a  sale  is  in  tht 
wind,  you  must  get  an  idea  of  tht 
potential  borrowing  power  of  thi 
compan  >  s  assets.  The  purchase  prici 
in  a  small  or  medium-size  company  i: 
often  determined  not  by  the  seller  bu 
by  the  buyer,  i.e.,  by  what  he  car 
borro  a-  based  on  the  target  company': 
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assets.  As  a  rule  of  thumb,  an  asset- 
based  lender  will  lend  50%  to  80%  of 
the  liquidation  value  of  the  fixed  as- 
sets. (ITT  Financial  lent  Smith  $15 
million  based  on  National  Refracto- 
ries' asset  liquidation  value  of  $30 
million.)  Working  capital  loans  are 
also  available,  generally  up  to  85%  of 
the  value  of  the  receivables  or  50%  of 
the  value  of  the  inventory.  (Congress 
Financial  Corp.  issued  a  $50  million 
line  of  credit  to  Smith's  group  based 
on  National  Refractories'  receivables 
and  inventory.) 

If  the  assets  are  there,  you  won't 
have  as  hard  a  time  raising  money  as 
you  might  think.  Start  with  your 


company's  current  bank.  Failing  that, 
go  to  the  nearest  branch  of  a  major 
commercial  center  bank  and  ask  to 
speak  with  someone  in  the  LBO  de- 
partment. If  the  people  there  can't 
help  you,  they  should  know  someone 
who  can. 

Remember  that  the  soundness  of 
the  deal  is  more  important  than  the 
amount  of  equity  surrendered  or  the 
interest  rate  to  be  paid.  It's  better  to 
bring  in  other  equity  partners  (consid- 
er your  fellow  employees)  than  be  sad- 
dled with  a  business  so  highly  lever- 
aged that  it  can't  withstand  a  down- 
turn. And  don't  shop  solely  on  the 
basis  of  low  interest  rates.  Favorable 


payment  terms  are  more  important 
than  a  decimal  point  here  or  there. 
Remember  also  to  discuss  all  aspects 
of  the  LBO  with  major  creditors  be- 
fore the  deal  closes.  You  want  to  get 
their  assurance  of  continued  credit 
support. 

Do  all  companies  lend  themselves 
to  leveraged  buyouts?  "Smokestack 
industries  are  best  for  LBOs.  They 
have  hard  assets  that  we  can  look  to 
for  security,"  says  Michael  Peterson, 
chief  administrative  officer  of  Bar- 
clays American/Business  Credit,  an 
asset-based  lender.  "High  tech  is  diffi- 
cult and  so  are  service  businesses. 
They  only  have  receivables." 


:  Uncle  Sam  didn 't  eliminate  the  second  home  as  a  tax 
shelter — after  all,  congressmen  have  at  least  two  homes. 
But  he  certainly  complicated  the  rules  on  tax  losses. 

What  a  difference 
a  day  makes 


By  Laura  Saunders 


OVERHEARD    AT    THE    LAUNDRY,  a 
trendy  restaurant  in  East  Hamp- 
|  ton,  N.Y.: 

"Harry's  getting  $20,000  for  his 
l  place  this  season,"  said  the  man  in  the 
|  tweed  jacket,  jeans  and  deck  shoes. 

"Twenty  grand  for  that  dump!"  ex- 
)  claimed  the  woman  in  a  beige  jump- 
I  suit.  "He  doesn't  even  have  a  pool. 

I'm  sure  I  could  get  more,  but  my 
i  accountant  tells  me  I  shouldn't  rent  it 
out  for  the  whole  season  because  I'd 
lose  so  many  other  deductions.  But 
$20,000?  God,  I'll  have  to  see  my  ac- 
countant again.  It  can't  make  sense  to 
pass  up  that  kind  of  money." 

The  question  of  whether  to  rent  a 
vacation  home,  and  for 
how  long,  is  a  hot  cock- 
tail-hour topic  in  resort 
communities  this  year. 
For  the  new  tax  law  puts 
more  wrinkles  on  that  an- 
swer than  you'll  find  in  a 
prune.  "There  are  so 
many  nits  and  gnats  here 
that  we  find  general  ad- 
vice impossible  to  give 
our  clients,"  says  Arthur 
Andersen  Washington  tax 
partner  Stephen  Corrick. 
That  makes  it  even  more 
important  to  know  the  ba- 
sic rules  regarding  tax 
losses  on  vacation  homes. 
For  tax  purposes,  the 


home  can  fall  into  one  of  two  catego- 
ries: a  residence  or  a  nonresidence. 
The  IRS  considers  your  vacation 
home  a  residence  if  you  stay  in  it 
more  than  14  days,  or  over  10%  of  the 
time  you  rent  it  out,  per  year.  If  it 
qualifies  as  a  residence,  you  may  de- 
duct your  mortgage  interest  and  real 
estate  taxes  in  full.  You  may  also  get 
to  deduct  some  expenses  and  depreci- 
ation, but  never  more  than  the 
amount  of  rental  income  you  receive. 
In  other  words,  if  you  rent  your 
$200,000  home  for  $20,000  for  the 
season,  you  are  allowed  to  deduct  a 
maximum  of  $20,000  in  total  ex- 
penses. But  there  is  more:  The  law 
also  allows  you  to  carry  forward  addi- 
tional losses  for  use  against  rental  in- 


come earned  in  future  years. 

If  you  barely  use  the  home  your- 
self— fewer  than  14  days  or  10%  of 
total  days  rented — there's  no  limit  on 
the  losses  you  can  deduct.  However, 
now  the  losses  will  fall  into  the  dread- 
ed "passive"  category,  able  to  shelter 
only  passive  income,  such  as  that 
from  other  rentals  and  limited  part- 
nerships. What's  more,  part  of  the  in- 
terest deduction  on  the  mortgage  is 
being  phased  out  because  it  is  consid- 
ered consumer  interest. 

However,  passive  loss  provisions 
are  being  phased  in  over  three  years  if 
you  bought  your  house  before  Aug. 
15,  1986.  So  you'll  still  be  able  to  use 
65%  of  your  losses  to  shelter  ordinary 
income  this  year  and  take  65%  of  part 
of  the  mortgage  interest  deduction  as 
well.  And  all  disallowed  passive 
losses  carry  over  to  be  matched 
against  future  passive  income.  Tax- 
payers with  incomes  under  $100,000 
are  allowed  a  permanent  exemption 
of  $25,000  to  the  passive  loss  rule, 
which  phases  out  until  it  vanishes  for 
those  with  incomes  above  $150,000. 

Many  second-home  owners  have 
gone  the  nonresidence  route  in  recent 
years.  The  depreciation  provided  pa- 
per losses  good  for  shelter- 
ing salary  income.  They 
were  careful  not  to  use  the 
house  more  than  14  days  a 
year  (wink,  wink),  mind- 
ful also  that  the  IRS  ex- 
empts repair  days  from 
the  14-day  or  10%  rule. 
You  can  even  take  your 
family  along  for  the  work. 

But  this  year  it  may 
make  more  sense  to  use 
the  second  home  a  few 
more  days  yourself,  so  it 
can  be  classed  as  a  resi- 
dence. That  way  you  still 
receive  the  mortgage  in- 
terest deduction  for  a  sec- 
ond home. 
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The  cri'.ch  is  that  it  may  also  make 
sense  to  leave  it  a  nonresidence  for 
one  more  year,  while  losses  and  con- 
sumer interest  are  still  65%  allowa- 
ble. The  decision  hinges  entirely  on 
the  amount  of  your  mortgage  interest, 
taxes,  expenses  and  depreciation.  In 
general,  owners  of  newer,  more  ex- 
pensive homes  with  large  margins 
should  still  find  the  nonresidence 
route  preferable  this  year. 

Sound  complicated?  That's  what 
accountants  are  for.  Especially  since 
there  is  a  delicious  loophole  through 
which  you  may  be  able  to  wriggle.  It 
can  result  in  even  heftier  writeoffs. 

Here's  how:  Remember,  as  long  as 
use  of  the  property  is  mixed  (i.e.,  both 
personal  and  rental),  the  interest,  tax- 


By  Hiroko  Katayama 

Tokyo  was  already  an  expensive 
city  beforethe  Group  of  Five  con- 
spired to  drive  down  the  dollar.  Since 
that  fateful  meeting  of  finance  minis- 
ters in  September  1985,  the  value  of 
the  Japanese  yen  has  risen  70% 
against  the  greenback.  Result:  For 
Yanks  the  cost  of  living  or  traveling  in 
Japan  is  simply  horrifying. 

The  shock  begins  shortly  after  ar- 
rival. A  taxi  from  Tokyo's  Narita  In- 
ternational Airport  to  a  downtown 
hotel,  such  as  the  Okura,  sets  you 
back  SI 30.  Even  the  bus  is  $19.  Your 
hotel  room  is  a  relative  bargain — the 
cheapest  twin  room  in  the  Okura  is 
$164  single,  $193  for  a  double,  before 
tax  and  service  charge.  Need  to  have 
your  suit  cleaned  after  your  journey? 
Done— for  $17. 

Do  you  like  bacon  and  eggs  in  the 
morning?  An  American-style  break- 
fast in  the  hotel  coffee  shop  costs  $18, 
a  meager  Continental  breakfast  $11. 
A  cup  of  coffee  goes  for  $3.50  and  a 
glass  of  orange  juice  $7.  (No  wonder 
U.S.  fruit  growers  have  been  scream- 
ing for  decades  for  the  Japanese  to 
permit  more  fruit  to  be  imported.) 

A  business  dinner  for  four  can  easi- 
ly top  four  figures — just  for  food,  wine 
and  drinks.  Even  at  a  reasonable 
French  restaurant  in  the  Ginza,  for 
instance,  a  five-course  dinner  runs 


es,  expenses  and  depreciation  must  be 
allocated  between  personal  and  rental 
use.  Obviously,  you  cannot  expense 
personal  use  of  the  home  against  rent- 
al income.  For  depreciation  and  ex- 
penses, the  disallowed  portion  is  the 
ratio  of  personal  use  to  total  use.  For 
example,  15  personal  days  out  of  115 
days  of  total  use  of  the  home  works 
out  to  a  disallowance  of  13%  of  total 
depreciation  and  expenses. 

But  for  allocations  of  interest  and 
taxes,  an  ambiguity  could  save  you 
thousands  of  dollars  in  deductions. 
The  IRS  prefers  allocation  based  on 
days  of  total  use,  but  a  tax  court  case 
(Bolton  v.  Commissioner)  allows  you  to 
use  the  total  days  in  the  year.  Using 
the  Bolton  method  should  help  if  your 


about  $100  per  person,  a  decent 
French  wine  $60  a  bottle,  cocktails 
with  imported  alcohol  about  $11.  Tax 
and  service  charge  are  extra. 

Even  a  domestic  Suntory  at  the 
nearby  Imperial  Hotel  runs  $6.  A  pack 
of  domestic  cigarettes,  such  as  Mild 
Seven,  is  $1.60;  imports,  like  Salem, 
cost  $1.80. 

Have   some   free   time   on  your 


property  is  a  residence,  by  allowin 
you  to  deduct  more  expenses  and  d« 
preciation  now. 

If  all  this  sounds  like  too  muc 
bother,  there  is  yet  another  way  t 
rent  your  vacation  home  and  leav 
your  accountant,  and  the  IRS,  out  c 
the  picture.  Simply  rent  it  no  moi 
than  two  weeks  a  year,  and  whatevc 
income  you  receive  is  nontaxable  grj 
vy.  You  get  no  more  than  the  norm; 
deductions  you  would  if  you  didn 
rent  at  all.  But,  conversely,  the  IR 
allows  you  to  pocket  the  rent  tax-fre« 
The  lady  in  the  beige  jumpsuit,  and 
lot  of  other  second-home  owners,  ar 
doing  just  that.  "During  the  Fourth  c 
July  and  Labor  Day  weeks,  it's  a  zo 
out  here,"  she  concluded. 


hands?  It  costs  $1 1  to  take  in  a  movi< 
If  you  have  your  family  along  an 
want  to  see  some  of  the  country, 
weeklong  trip  to  Kyoto  for  a  coupl 
with  two  kids  will  cost  at  least  $2,34 
for  just  transportation,  accommods 
tions  and  some  meals.  The  round-tri 
bullet  train  ticket  from  Tokyo  to  Kyc 
to,  a  three-hour  ride,  costs  $180  for  a: 
adult  and  $90  for  a  child.  A  night  at  a 
average  ryokan,  or  Japanese-style  inr 
costs  $100  per  adult  and  $50  for  eac. 
child,  breakfast  and  dinner  includec 
A  night  at  a  posh  Kyoto  ry  okan  run 
$570  per  person. 

Japanese,  especially  businessmer 
are  golf  fanatics,  so  you  might  want  t 
take  a  client  out  for  a  round  of  golf  o: 
the  weekend.  Cost:  $140  to  $220  pe 
person  at  a  good  private  golf  cours 
near  Tokyo  (provided  you  can  eve: 
get  on).  Membership  in  an  exclusiv 

Lucy  Birmmgha 


Rodger  Berkley .  of  First  Boston  C  -a),  before  In  nerial  Palace,  Tokyo 
What  SlOO  fetches:  24,000  i  .n  before  th'  fall,  14,000  after. 


Bound  for  Japan?  Better  bring  a  few  dollars  more — a 
few  thousand  more.  You  might  pay  S3  for  an  apple. 

Do  you  have 
the  yen  to  travel? 
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red  sun  rises  over  the 
Arctic  horizon.  Seven  men 
and  one  woman  launch  an 
epic  57-day  adventure.  The 
Steger  International  Polar 
Expedition. 

During  two  grueling 
months  of  exhaustion  and 
exhilaration,  of  terror  and 
triumph,  human  and  instru- 
ment best  one  of  the  world  's 
most  unforgiving  climates 
and  inhospitable  terrains. 

Under  the  co-leadership 
of  Will  Steger  and  Paul 
Schurke,  the  team  triumphs  over 
paralyzing  seventy-degree-below- 
zero  temperatures,  blinding  whiteouts  of 
wind-driven  snow,  treacherous  gaps  of 


fog-enshrouded  water,  and  forty-foot 
ridges  caused  by  shifting  ice.  "In  twenty 
years  of  experience,"  said  Steger, 
"I've  never  seen  such  conditions 
It  was  brutal." 

The  injured  and  spent  are 
airlifted  out.  Five  men  and 
one  woman  reach  the  forbid- 
ding and  mesmerizing  geo- 
graphic North  Pole.  The  First 
confirmed  conquest  of  the 


To  the  perilous  North  Pole 
bydogsled,  sextant,  and 
Rolex  chronometer. 


earth's  summit  without 
supply  is  achieved. 

In  the  course 
of  its  journey,  the 
Steger  Expedi- 
tion shatters  an- 
other precedent 
Member  Ann 
Bancroft  becomes 
the  first  woman  to  trek  to 
where  all  longitudinal 
Will  Steger 
Schurke  know  better  than 
most  what  endurance  is  de- 
manded of  equipment  in  the 
perilous  polar  wastes.  Their 
choices  were  proved  correct  by 
the  precise  performance  of  the 
only  instruments  used  to  guide 
the  expedition  to  its  remote 
destination:  a  sextant  and 
a  Rolex  chronometer.  .^j^ 

ROLEX 


the  point 
lines  meet, 
and  Paul 


GMT-Majter  II  Oyster  Pet  tu-tiuil  Chronometer  in  stainless  steel. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  180  RoUx  Building,  665  Fifth  Avenue,  New  York,  New  York 10022-5383. 

©1986 Rolex  Watch  U.S.A.,  Inc. 


GMT-Master  II,  Oyster  Perpetual  are  trademarks. 


area  in  central  Tokyo,  such  as  in  will  set  a  consumer  back  S3  to  S6. 
Hiroo  or  Roppongi,  rents  for  S3, 500  to       How  do  Americans  cope  with  sue 

SI 5,000  a  month,  plus  a  six-month,  prices?  Says  one  American  inves 

non-interest-bearing  deposit.  A  pound  ment  banker:  "I  try  not  to  calcula 

of  steak  at  a  supermarket  catering  to  the  yen  price  into  dollars,  or  else 

foreigners  costs  $45;  even  an  apple  gets  depressing." 


You  don  't  have  to  grin  and  bear  it  when  a  headache 
strikes  and  your  aspirin  doesn't  kick  in.  Maybe  you're 
not  taking  a  strong  enough  dose. 

Just  another 
swallow  away 


'apanese  golf  club  can  cost — brace 
yourself — up  to  $2.7  million. 

The  cost  of  living  in  Tokyo  for  an 
American  businessman  is  only  a  little 
icss  astronomical.  A  two-  or  three- 
bedroom  apartment  in  a  residential 


By  Franceses  Lunzer 

TIhe  only  thing  more  annoying 
than  a  tension  headache  is  reading 
about  one  while  your  head  throbs. 
Bear  with  us — your  aspirin-defying 
headache  may  be  more  treatable  than 
you  think. 

Chances  are,  in  fact,  that  if  your 
headache  is  not  serious — i.e.,  does  not 
occur  more  than  twice  a  month  and  is 
not  accompanied  by  complications 
like  weakness,  numbness  or  blurred 
vision — relief  may  be  as  close  as  your 
desk  drawer  or  medicine  cabinet.  Per- 
haps you  haven't  taken  a  strong 
enough  dose  to  numb  the  kind  of 
headache  your  boss  or  subordinate 
gives  you.  According  to  Harold  De- 
Monaco,  director  of  pharmacy  at  Mas- 
sachusetts General  Hospital,  if  you 
take  aspirin,  Tylenol,  Datril  or  Ana- 
cin-3  to  numb  a  tension  headache, 
you  may  need  three  regular-strength 
l325mgl  tablets,  not  two — despite 
what's  recommended  on  the  package. 
What's  more,  if  you  get  a  head-split- 


Afraid  you  may  be  suffering  from 
migraine-  Chances  are  very 
strong  you  would  know  it  by 
now — migraines  often  run  in  the 
family  and  show  up  early  in  life. 
But  if  your  headache  lasts  longer 
than  a  week  or  if  the  pain  is  accom- 
panied by  nausea  or  vomiting,  you 
could  be  a  migraine  sufferer. 

Fortunately,  doctors  who  treat 
headache  patients  have  a  growing 
arsenal  of  medications.  Proprano- 
lol, known  under  the  brand  name 
Inderal,  can  prevent  the  onset  of 
migraines  if  you  take  the  drug  ev- 


ter  only  once  in  a  while,  most  people 
can  safely  take  up  to  four  doses  during 
a  day — i.e.,  12  tablets  a  day — of  either 
aspirin  or  acetaminophen  assuming 


ery  day — don't  wait  for  the  warn- 
ing signs,  such  as  nausea  or  blurry 
vision.  The  dosage  is  40  milligrams 
to  240  milligrams  per  day.  If  the 
migraine  appears  anyway,  Midrin 
lisomitheptinel  and  Caf ergot  (er- 
gotamine)  are  often  prescribed. 
These  are  strong  drugs.  Doctors  ad- 
vise against  taking  more  than  five 
Midrins  every  12  hours  during  a 
migraine  attack,  or  up  to  three  Ca- 
fergots.  Doctors  also  discoura  i 
tients  from  taking  more  thar.  t  l 
Caf  ergot  tablets  each  week,  lest 
they  develop  a  dependency. — F.I 


these  medications  cause  \  ou  no  ill  effiec 
These  doses  are  often  more  than  1 
bels  suggest. 

Similarly,  if  you  prefer  taking  Adv 
or  Nuprin,  which  are  lbuprofen,  at 
other  type  of  painkiller,  you  migl 
also  be  taking  an  insufficient  dosa^ 
to  numb  a  garden-variety  tensic 
headache.  According  to  DeMonac 
and  others,  it  may  take  two  to  four  ■ 
those  200-milligram  tablets  evei 
four  to  six  hours  to  kill  the  pain.  Th; 
is  more  than  what's  recommended  c 
the  package,  but  it  equals  what  a  do< 
tor  is  likely  to  recommend  for  tensic 
headaches  if  you  take  lbuprofen  undi 
its  prescription  name,  Motrin. 

If  it's  any  consolation,  what  ails  yo 
is  one  of  the  most  common  executh 
hazards.  Opinion  Research  Corp.  ( 
Princeton,  N.J.  found  that  84%  of  51 
executives  surveyed  have  tensio 
headaches  at  least  once  m  a  whil< 
Twenty-nine  percent  reported  heac 
aches  several  times  a  month.  The  pai 
is  usually  steady  around  the  "ha 
band''  area  of  the  head  but  dissipate 
on  its  own  after  12  hours. 

When  your  headaches  last  longe 
come  on  with  a  sudden  stab,  are  ac 
companied  by  other  symptoms  c 
can't  be  numbed  by  even  the  stronge 
dosages  of  nonprescription  drugs  su$ 
gested  above,  it's  time  to  see  a  docto 
For  severe  tension  headaches,  yoii 
doctor  might  prescribe  naproxen  c 
stronger  doses  of  lbuprofen  for  a  fe* 
months.  This  should  be  short-terr 
care,  however.  "I  don't  like  to  give 
patient  a  prescription  and  then  sen 
him  out,"  says  Dr.  Charles  Plank,  a* 
sistant  clinical  professor  of  neurolog 
at  Columbia  Presbyterian  MediCe 
Center  in  New  York.  "I  like  to  se 
him  every  few  months  to  see  if  th 
medication  needs  to  be  changed  or  i 
he  can  be  taken  off  it." 

Your  doctor  might  also  prescribe 
mild  relaxant  like  a  butalbital  mix 
ture  (brand  name  Fiorinal  if  it  con 
tains  aspirin,  or  Fioncet  if  it  contain 
acetaminophen!.  Or  antidepressant 
like  amitriptyline  (known  by  th 
trade  name  Elavil'  might  be  indicatec 

What  actually  brings  about  a  ten 
sion  headache?  It's  thought  to  b 
caused  by  muscle  contraction  brough 
about  by  stress.  So  in  addition  to  med 
icaticn,  doctors  recommend  stress-re 
ducir. »  measures. 


Help  for  migraine  sufferers 
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At  Lufthansa,  we're  always  working  harder 
It's  evident  in  our  outstanding  on-time  arrival  record, 
our  meticulously  maintained  fleet,  and  our  friendly, 
courteous  service. 

Perhaps  that's  why,  in  161  cities  worldwide,  people 
prefer  flying  Lufthansa. 


Lufthansa  is  a  participant  in  United's  Mileage  Plus  program  and  Delta's  Frequent  Flyer  program.  See  your  Travel  Agent  for  details. 


People  expect  the  world  of  us. 


Lufthansa 


German  Airlines 
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Some  Things 
In  Life  Are 
Irreplaceable 


Shortly  after  check-out  time  one  morning,  a  Sheraton 
£  employee  found  a  doll  lying  under  a  chair  in  room  304. 

<"  At  many  hotels,  the  doll  probably  would  have  wound  up 

in  the  lost-and-found  box.  But  not  at  Sheraton. 

< 

Instead,  the  Sheraton  people  checked  their  records  and 
o  discovered  that  a  little  girl  and  her  family  had  been  staying  in 

room  304.  And  in  no  time  at  all,  the  doll  was  on  her  way  home. 

Our  only  regret  was  that  we  couldn't  be  there  for  the 
<  happy  reunion. 

^  Taking  that  extra  step  to  please  every  guest — even  one 

who's  already  checked  out — is  what  every  Sheraton  employee 
o  has  been  trained  to  do. 

f  You'll  find  that  we'll  offer  to  pour  you  another  cup  of 

*  coffee  before  you  ask  for  it.  Or  hand  you  those  extra  towels 

with  a  smile. 

t  Because  while  the  basics  are  important  in  the  hotel 

H  business,  the  people  at  the  more  than  500  Sheratons  in  62 

countries  never  forget  that  little  things  mean  a  lot. 
q  Call  Sheraton  at  800-325-3535.  Or  call  your 

travel  agent.  And  let  us  prove  it  to  you.  C§/ 

;  Sheraton 

x  The  hospitality  people  of 
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SHERATON     LITTLE     THINGS     MEAN     A     LOT    .    AT     SHERATON  LITTLE 

For  Reservations  At  These 
\nd  Other  Fine  Sheraton  Hotels  Call 

800-325-3535 

Or  CallYourTravel  Agent 


o     Sheraton  best  value  rates*  per  room,  per  night. 

Rates  subject  to  advance  reservations.  Up  to  two  children  17  and  un- 
<       der  stay  free  in  adult's  room  when  no  additional  bedding  is  required 


IN  THE  UNITED  STATES 

Wkdys/  Wknds 

ALASKA 

Anchorage 

Sheraton  Anchorage  Hotel  599.00/74.50 

ARIZONA 
Tucson 

Sheraton  Tucson  El  Conquistador 

Golf  and  Tennis  Resort  (through  5/20)  s  140.00/95.00 

(5/21  Ihrough6/30)  s62.00(F.veryDay) 

CALIFORNIA 

Los  Angeles 

Huntington  Sheraton  $70.00/55.00 

Sheraton  Grande  Hotel  s  110.00/95.00 

Sheraton  Plaza  La  Reina  ®  s65.00  (Every  Day) 

Sheraton  at  Redondo  Beach  s90.00/79.00 

Sheraton  Universal  Hotel  s75.00(EveryDay) 

San  Diego/Harbor  Island 

Sheraton  Grand  on  Harbor  Island  ®  s89.00(EveryDay) 

Sheraton  Harbor  Island  ®  s89.00  (Every  Day) 

COLORADO 

Denver 

Sheraton  Denver  Airport  ®  s59.00(EvetyDay) 

Steamboat  Springs 

Sheraton  Steamboat  Resort 

&  Conference  Center  (5  22  through  6/30)  s49.00(Every  Day) 

CONNECTICUT 
Hartford 

Sheraton  Hartford  Hotel   s90.00/69.00 

Stamford 

Sheraton  Stamford  Hotel  &  Towers  (Main)  s79.00/49.00 

(Towers)  s  100.00/79.00 

DISTRICT  OF  COLUMBIA 

Sheraton  Carlton  Hotel  s  169.00/89.00 

The  Sheraton  Grand  on  Capitol  Hill.  s  125.00/89.00 

Sheraton  Washington  Hotel  $99.00/69.00 

FLORIDA 

Miami  Beach/Bal  Harbour 

Sheraton  Bal  Harbour  s69.00(EveryDay) 

Orlando/Disney  World 

Sheraton  World  Hotel  (through  5/3)  s75.00iEvety  Day) 

(5/4  through  6'30)  s62 .00  (Every  Day) 

Palm  Coast 

Sheraton  Palm  Coast  Resort  s60.00/75.00 

ILLINOIS 

Chicago 

Sheraton  Plaza  s70.00/65.00 

LOUISIANA 
New  Orleans 

Sheraton  New  Orleans  Hotel  (through  5/211  s88  .00  (Every  Day) 

(5/22  through  6/30)  .  .  .  .  s58.00(Every  Day) 

MARYLAND 

Baltimore 

Sheraton  Inner  Harbor  Hotel  s89.00  (Every  Day) 


•Rates  quoted  are  for  single  and  double  occupancy.  Additional  charge  for  third  adult 
will  app:>  "  >.  v  j  .;1  gratuities  not  included.  Advance  reservations  required.  Sub- 
ject toavailabilit>J  kx  applicable  to  groups  or  conventions.  Prices  effective  through 
June  30.  1987  except  .-here  noted.  All  rates  subject  to  change  without  notice. 
Weekend  is  defined  as  Fi  day  and  Saturday  ©  1987  The  Sheraton  Corporation 


MASSACHUSETTS  Wkdys/Wknds 

Boston 

Sheraton  Boston  Hotel  &  Towers  (Main)  599.00/74.00 

(Towers)  s  1 50.00/ 1 35.00 

MISSOURI 

St.  Louis 

Sheraton  St  Louis  Hotel   s45.00(Every  Day) 

NEW  JERSEY 
East  Rutherford 

Sheraton  Meadowlands  Hotel   s  1 10.00/79.00 

NEW  YORK 
New'rbrk 

St.  Regis  Sheraton  Hotel   s  175.00/ 125.00 

The  Sheraton  Centre  Hotel  61  Towers  (Main)  s  1 18.00/99.00 

(Towers)  .  .  s215.00/ 124.00 

Sheraton  City  Squire  s  115.00/99.00 

Sheraton  Russell  s155.00/115.00 

NORTH  CAROLINA 

Greensboro 

Sheraton  Greensboro  Hotel   s75  00/59.00 

PENNSYLVANIA 
Philadelphia 

Sheraton  Society  Hill  $  1 14.00/94.00 

TENNESSEE 
Nashville 

Sheraton  Music  City  Hotel  ®  590.00/77.00 

TEXAS 
Dallas 

Sheraton  Dallas  Hotel  &  Towers  (Main)  s89.00/49.00 

(Towers)  599.00/  79.00 

Sheraton  Park  Central  Hotel  &  Towers  (Main)  . ...  s89.00/55.00 

(Towers).  .  s  145.00/89.00 

UTAH 

Salt  Lake  City 

Salt  l^ake  Sheraton  Hotel  &  Towers  (Main)  s59. 95  (Every  Day) 

(Towers)    .  s79.95lEveryDay) 

VIRGINIA 

Richmond 

The  Jefferson  Sheraton  Hotel  $85.00/60.00 

WASHINGTON 
Seattle 

Seattle  Sheraton  Hotel  &  Towers  (Main)   $99.00/77.50 

(Towers)  $140  00/ $110.00 

IN  CANADA 

NOVA  SCOTIA 

Halifax 

Halifax  Sheraton  


ONTARIO 
Toronto 

The  Sheraton  Centre  Hotel  &  Towers  (Main) 

(Towers) 

QUEBEC 

Montreal 

Le  Centre  Sheraton  Hotel  &.  Towers  (Main) 
(Towers) 

JOIN  SHERATON  CLUB  INTERNATIONAL 

The  world's  most  rewarding  guest  recognition  and  award  program 
For  further  details  call  800-247-CLUB 


'SiSr  s120.00/99.00 
s150.00/ 129.00 


s  124.00  (Every  Day) 


Sheraton 

The  hospitality  people  of 

ITT 
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Careers 


At  34,  Mike  Kassen  runs  a  portfolio  worth 
$1.25  billion.  His  inspiration?  The  best 
third  baseman  ever  to  play  for  Cleveland. 


Fidelity's 
cover  boy 


By  Dyan  Machan 


T|  he  day  promises  to  be  an  espe- 
cially hectic  Monday  for  Mi- 
chael Kassen,  vice  president  of 
Fidelity  Investments  and  portfolio 
manager  of  its  $1.25  billion  Fidelity 
Freedom  Fund.  Over  the  weekend 
Texaco  filed  for  bankruptcy  after 
Pennzoil  rejected  its  latest  settlement 
offer.  Pennzoil's  stock  is  at  77,  down 
15  points.  Texaco  is  off  5,  from  32  to 
27.  Believing  the  market  is  overreact- 
ing and  that  Pennzoil  will  eventually 
get  some  money  and  Texaco  was  too 
cheap  to  pass  up,  Kassen  decides  to 
buy  both.  He  calls  Laura  Pelgrow,  his 


trader,  and  tells  her  to  buy  up  to  a 
quarter-million  shares  of  Texaco  and 
up  to  50,000  of  Pennzoil. 

A  gutsy  beginning  for  Kassen,  who 
at  the  ripe  age  of  34  is  one  of  Fidelity's 
more  senior  portfolio  managers.  Be- 
fore the  day  ends,  he  will  take  30 
phone  calls,  not  including  those  from 
his  wife  and  his  trader.  He  will  buy 
and  sell  a  half-million  shares  of  stock, 
will  lose  a  game  of  squash,  pitch  some 
pension  managers  and  watch  the  mar- 
ket drop  5 1  points — a  near  record. 

But  at  5:30  p.m.  it  is  a  very  cool 
Mike  Kassen  who  strolls  out  of  the 
office.  He  takes  managing  over  a  bil- 
lion dollars'  worth  of  other  people's 


Fidelity  Freedom  Fund  Manager  Michael  Kassen 

Today:  Pitch  pension  managers,  play  squash,  trade  a  half-million  shares 


retirement  funds  as  calmly  and  clini- 
cally as  a  brain  surgeon  might  take  his 
caseload.  (Freedom  Fund  is  designed 
for  IRA,  Keogh  and  other  pension 
plans.) 

Cleveland-born  Kassen  had  no  idea 
he'd  be  a  fund  manager  one  day,  but 
he  did  take  an  early  shine  to  the  in- 
vestment world.  His  grandfather,  an 
insurance  executive,  would  let  the  10- 
year-old  baseball  fan  tag  along  to  visit 
his  stockbroker — who  happened  to  be 
Al  Rosen,  perhaps  the  best  third  base- 
man ever  to  play  for  the  Cleveland 
Indians.  Hearing  his  hero  talk  stocks 
left  its  mark.  After  Princeton  he  went 
straight  to  Harvard  to  pick  up  his 
M.B.A.  While  in  Boston  he  interned 
one  summer  as  a  food  analyst  in  Fidel- 
ity's research  department,  and  he  was 
invited  back  after  graduation  to  be- 
come its  computer  analyst. 

The  year  was  1978,  and  computer 
stocks  were  hot.  Wang,  Digital  Equip- 
ment and  Prime  Computer  were  ris- 
ing just  about  every  day.  Though  he 
missed  calling  Wang's  ascent  ("my 
single  biggest  mistake"),  he  was  right 
often  enough  to  be  named  manager  of 
the  Technology  portfolio  six  years 
ago,  when  Fidelity  launched  its  Select 
Portfolio.  (These  invest  in  just  one 
industry  sector.) 

Those  were  good  days  for  high  tech, 
and  Kassen  had  a  hot  hand.  His  fund 
became  one  of  the  year's  top  ten  per- 
formers in  1983,  and  Kassen  found 
himself  on  the  cover  of  Money  maga- 
zine. Then  the  ground  gave  way.  With 
no  way  to  flee  to  other  industry  sec- 
tors or  cash  for  safety — sec- 
tor portfolios  stay  25%  in- 
vested, come  what  may — the 
fund  sank  16%  in  1984.  "It 
was  a  toughening  experi- 
ence," Kassen  recalls.  But  by 
late  1985  he  was  freed  from 
the  sector  that  brought  him 
both  fame  and  humility.  Fi- 
delity Freedom  Fund,  an  eq- 
uity fund  geared  for  capital 
appreciation,  needed  a  new 
manager,  and  Kassen  was 
ready  for  something  new. 

In  this  bull  market  he's 
been  having  a  ball.  From 
March  1983  to  March  1987 
Freedom  gained  141%,  vs. 
the  S&P's  122%  increase.  For 
the  first  quarter  of  this  year, 
Freedom  gained  26%,  while 
the  S&P's  is  up  20%. 

On  Monday,  Apr.  13,  hav- 
ing made  his  Texaco  and 
Pennzoil  plays,  Kassen  pores 
over  yet  more  energy  moves. 
He  sees  oil  prices  shifting  up 
in  the  next  few  years  and  de- 
cides to  build  on  that  theme 
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,  pu  chasing  shares  of  Unocal,  a 
nighiy  leveraged  producer,  and  USX, 
formerly  U  S.  Steel,  whose  earnings 
r  me  mainly  from  energy.  He  notes 
mat  b  j  position  m  United  Air 
Lines- -largest  in  his  portfolio — has 
becom  slightly  overgrown.  He  tells 
Pelgrow  to  shave  UAL  by  some  1 5,000 
shares  and  take  profits  from  Stone 
Container  at  92,  a  stock  he  began  buy- 
ing in  late  1985  in  the  30s. 

After  giving  a  pitch  for  the  fund  to 
representatives  from  Bankers  Life  In- 
surance Co.  of  Nebraska  at  a  nearby 
hotel,  Kassen  charges  back  to  the  of- 
fice. Six  calls  that  came  in  must  be 
returned,  most  from  institutional 
salesmen.  Elaine  Goldberg,  Fidelity's 
computer  analyst,  stops  by  to  tell  him 
that  IBM,  a  Freedom  holding,  reported 
better  earnings  than  she'd  expected. 

He  returns  some  calls  and  makes  a 
few  more  trades,  building  positions  in 
Northwest  Airlines  and  in  several  pa- 
per industry  stocks.  Kassen  is  friendly 
with  the  salesmen  he  speaks  to,  but 
those  friendships  have  developed  after 
the  salesmen  have  made  money  for 
Kassen.  Louis  Germano  from  Morgan 
Stanley,  for  instance,  helped  him  get 
into  paper  stocks  last  year — a  good 
move.  Wertheim  Schroder  &  Co.'s 
Stanley  Fishkin  got  him  into  Glaxo,  a 
British  pharmaceutical  that  quadru- 
pled since  1985.  Fishkin  gives  him  the 
semiannual  earnings  on  Glaxo  but 
mainly  called  to  tell  him  about  his 
trip  to  the  Virgin  Islands.  He's  inter- 
rupted when  Pelgrow  calls — her  nng 
has  a  special  sound — to  mention  she 
heard  the  Japanese  may  come  in  near 
the  close  as  maior  buyers. 

Five  pounds  of  mail  arrive,  the  first 
of  the  day's  three  deliveries.  Most  are 
research  reports,  and  most  of  those  go 
into  Kassen's  giant  trash  can,  which 
gets  emptied  twice  a  day.  He  singles 
out  a  sheet  of  earnings  estimates  from 
a  research  boutique  and  another  on 
insurance  and  financial  service  stocks 
by  Neuberger  &  Berman.  "This  is  a 
quarterly  review  on  why  I  should  stay 
with  these  stocks  even  though  they 
are  costmg  me  money,"  he  says  wry- 
ly. One  of  the  thickest  reports,  a  tome 
from  Goldman,  Sachs  on  internation- 
al securities,  is  spared.  Says  Kassen,  "I 
have  8%  overseas.  That  doesn't  sound 
like  a  lot,  but  it's  about  $100  million 
in  securities."  But  before  he  gets 
through  the  report,  he  sees  it's  nearly 
noon  and  time  for  his  weekly  squash 
game,  in  courts  across  the  street. 

After  losing  this  week's  round,  he's 
back  to  hi'  computer  screens  with  a 
bogel  2nd  Coke  nearby.  His  two  IBM 
PCs  cast  a  green  glow.  On  his  left  is 
on<  he  uses  to  read  Fidelity's  research; 
'•  .:  is  usually  on  with  a  new 


software  program  (it's  called  Sharkl 
that  gives  him  stock  quotes,  stock 
charts,  the  ticker  tape,  headline  news, 
news  clips  on  specific  stocks  and  oth- 
er things  Kassen  admits  he  hasn't  fig- 
ured out  how  to  use  yet.  Most  of  the 
time,  he  has  the  stock  symbols  and 
prices  of  his  major  holdings  on  its 
screen.  They  blink  just  before  a  price 
movement.  "I  try  not  to  look  at  it  too 
much.  It's  like  looking  at  the  rearview 
mirror,"  says  Kassen.  It's  good  to 
glance,  he  explains,  but  not  to  stare 
and  become  overly  concerned  about 
small  price  movements. 

He  notes  IBM  moving  up  but  is  in- 
terrupted when  a  former  Fidelity  ana- 
lyst, Herbert  Hardt,  sticks  his  head  in. 
Kassen  feels  a  debt  to  Hardt,  who  got 
him  into  National  Distillers  &.  Chem- 
ical, Freedom's  second-largest  posi- 
tion. Hardt,  now  a  principal  at  re- 
search boutique  Monness,  Crespi, 
Hardt  &.  Co.,  tells  how  National  Dis- 
tillers got  a  good  piece  of  change  sell- 
ing its  liquor  business.  They  chew 
over  some  other  ideas.  But  taking  one 
of  his  rearview  glances,  Kassen  sud- 
denly swings  around  to  give  the 
screen  his  full  attention.  The  market 


The  Investment  Company  Insti- 
tute counts  1,178  new  mutual 
funds  between  1981  and  1986.  Is 
there  enough  seasoned  help  around 
to  manage  the  billions  now  in  their 
care?  Judge  for  yourself. 

Fidelity  Investments  in  Boston 
has  launched  no  fewer  than  36  new 
funds  in  the  last  three  years  and 
now  has  $79  billion  under  manage- 
ment. Fidelity  says  it  likes  to  hire 
M.B.A.s  as  analysts,  give  them 
some  time  to  learn  the  ropes  and,  if 
they  show  promise,  give  them  a 
chance  to  run  a  portfolio.  But  Fidel- 
ity has  also  moved  faster  than  that. 
Now  running  Fidelity's  electric 
utility,  regional  bank  and  automo- 
tive sector  funds,  for  instance,  are, 
respectively,  Alan  Berro,  26,  Kevin 
McCarey,  26,  and  Andrew  Midler, 
26 — all  Harvard  M.B.A.S,  class  of 
'86.  The  average  age  of  Fidelity's 
portfolio  managers  is  36. 

Los  Angeles-based  Capital 
Group  says  its  average  portfolio 
manager  is  in  his  or  her  early  50s. 
"We  think  there's  a  lot  of  value  to 
experience,"  says  a  Capital  cial. 
"Just  because  people  are  t  ;ght 
doesn't  mean  they  can  ick 
stocks  '  For  :hat  reason  C  :tal, 


has  fallen  40  points  in  minutes.  Tl 
affable  Kassen  grows  serious,  and  Pt 
grow  calls.  Should  she  start  nibbln 
at  a  few  of  the  fallen  shares?  "Tl 
only  one  I'd  think  about  buying 
Arco,  but,  no,  don't  do  anything,"  1 
instructs.  When  the  market's  th 
volatile,  he  would  just  as  soon  s 
tight.  As  the  close  of  trading  neai 
the  rumor  about  the  Japanese  seen 
unlikely.  He  returns  a  few  more  call 
The  market  closes  down  51.71,  ar 
two  people  from  Fidelity's  markctn 
department  stop  by.  Tbey  sell  Frc 
dom  and  ask  for  an  update.  Kassc 
goes  over  performance  and  gives  the 
a  short  summary  of  his  market  vie^ 
"The  seminal  argument  is  whether 
stay  with  disinflationary  stocks 
switch  to  cyclicals.  Cyclicals  hurt  b 
a  while,  but  now  they're  helping,"  1 
tells  them.  After  saying  good-bye,  1 
tells  himself  he's  got  to  do  somethir 
about  the  4-foot-high  stack  of  repor 
on  his  desk.  Maybe  next  weeker 
he'll  come  in  and  take  care  of  it.  Wit 
that,  he  gathers  his  mostly  unrei 
newspapers,  squeezes  shut  his  brie 
case  and  heads  out  mto  the  rain  i 
meet  his  nde.  ■ 


which  has  18  mutual  funds  and  a 
pension  management  business, 
$34  billion  in  total  assets,  likes  to 
observe  its  analysts  for  at  least  one 
market  cycle  and  preferably  for 
two — or  about  seven  to  nine 
years — before  it  lets  them  run  one 
of  its  portfolios.  But  in  research, 
Capital  analysts  also  get  the 
chance  to  run  money  under  super- 
vision. The  routine  is  similar  at 
Scudder,  Stevens  &.  Clark  and  T. 
Rowe  Price. 

At  Dreyfus  Corp.,  work  in  the 
research  department  isn't  neces- 
sarily a  stepping-stone  to  running 
one  of  Dreyfus  Corp.'s  69  funds. 
Dreyfus  frequently  hires  from  the 
outside  if  it  cannot  find  the  talent 
it  needs. 

Perhaps  the  best  evidence  of  de- 
mand for,  and  supply  of,  talent  in 
the  money-running  business  is  the 
pay.  Salary  plus  bonus  for  experi- 
enced fund  managers  ranges  be- 
tween S300,000  and  $800,000. 
Managers  with  good  records  can  do 
even  better.  "In  these  cases,"  says 
Richard  Lannamann  of  Russell 
Reynolds  Associates,  the  recruit- 
ing firm,  'getting  paid  several  mil- 
lion is  not  unusual." — D.M. 


Fast  tracks 
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"SHE'S  THE  KIND  OF  WOMAN  WHO'S  ALWAYS 
I  SET  THE  SAME  CRITERION  FOR  HER 


Every  quality  diamond  of  a 
arat  or  more  is  one  of  natures  rarest 
ad  most  exquisite  phenomena  — 
/ith  more  fire;  more  sparkle  and 
:intillation. 

Each  is  a  visible  reflection  of 
ou.  Unique  in  all  the  world; 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4<§'s:  Cut,  Color;  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond— and  to  an 
astonishing  degree,  the  beauty  and 
value  of  your  jewelry. 


turning  heads, 
diamond:' 

Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


he  nng  shown  features 

quality  diamond  of  2.03  carats 

or  more  information 
tlease  call  1  800-421  8208 
liCA  1-800  252  0262 


A  CARAT  OR  MORE. 
EXTRAORDINARY  DIAMONDS  FOR 
EXTRAORDINARY  WOMEN. 
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Beware  the  stamp  man 


arc  Rousso  can  talk  a  good  game. 
Not  only  does  he  say  his  wife, 
Cynthia,  is  a  former  Miss  World,  but 
he  has  lately  been  rhapsodizing  so 
convincingly  over  his  computerized 
stamp  brokerage  business,  the  Inter- 
national Stamp  Exchange,  that  For- 
tune, Time  and  the  New  York  Times  have 
given  the  enterprise  rave  reviews. 
"The  market  is  extremely  bullish," 
says  an  exuberant  Rousso,  who 
launched  his  exchange  in  Miami  20 
months  ago  and  lust  opened  an  office 
in  New  York.  "The  prices  are  beyond 
belief.  You  have  ten  buyers  for  one 
seller." 

But  while  the  press  delights  in  the 
rotund  Rousso's  promotions,  many 
legitimate  dealers  shun  him.  In  order 
to  figure  out  his  game,  it  helps  to  have 
a  look  at  the  registration  document  he 
filed  when  he  tried  unsuccessfully  to 


get  the  Securities  &  Exchange  Com- 
mission to  approve  Coach  Invest- 
ments, Inc.,  parent  of  the  stamp  ex- 
change, for  listing  as  a  Nasdaq  stock 
last  year.  Though  the  registration 
document  claimed  assets  of  $7.4  mil- 
lion, actual  cash  in  the  till  totaled  a 
mere  $319,  with  nearly  90%  of  the 
remainmg  "assets"  consisting  of  an 
inventory  of  stamps.  (The  other  10% 
of  assets  are  an  amalgam  of  comput- 
er hardware,  software  and  a  security 
system.) 

What  about  the  exchange's  custom- 
ers? Take  Ray  Kelley  of  Mason  City, 
Iowa,  who  m  1985  paid  $750  for  a 
block  of  six  8-cent  Grover  Cleveland 
stamps  from  Rousso's  exchange, 
trusting  one  of  the  salesmen  who  he 
said  told  him  the  stamps  were  worth 
nearly  $2,000.  Imagine  Kelley's  sur- 
prise when  he  found  the  stamps 


international  Stamt  Exchange's  Marc  Rousso 
"Prices  are  beyond  belief.  You  have  ten  buyt 


for  one  seller, "  he  says. 


priced  at  $900  in  a  catalog  and  lat 
saw  an  identical  block  at  a  San  Jo 
stamp  show  for  $450.  (After  monti 
of  complaining,  Kelley  eventually  g 
his  money  back.) 

Rousso  is  an  old  hand  at  this  gam 
For  example,  before  founding  the  e 
change,  he  did  a  deal  bartering  stam 
for  property  with  Gibraltar-bas« 
Eastern  Star  Trading  Co.  According 
court  documents  in  a  civil  su 
brought  by  Eastern  Star  again 
Rousso  and  three  others,  Eastern  St 
traded  a  14-acre,  two-home  lot  in  E 
sex,  Conn,  valued  at  $315,000  f 
stamps  Rousso  claimed  were  wor 
the  same  amount.  After  the  trade  w 
completed,  Eastern  Star  tried  to  se 
the  stamps,  only  to  discover  that  th 
were  really  worth  less  than  $70,00 
Eastern  Star  sued,  and  in  Septemb 
1985  the  case  was  settled  out  of  coui 

For  a  while  Rousso  not  only  tout< 
his  stamp  inventory  but  also  begi 
printing  new  stamps  to  add  to  h 
stash.  Through  Coach  Investment 
Delaware  subsidiary,  Rousso  issu« 
stamps  for  guerrilla  organizatioi 
such  as  Unita,  the  Angolan  resistan 
movement.  Neither  the  Postal  Servi 
Guide  to  U.S.  Stamps  nor  the  Sco 
Standard  Postage  Stamp  Catalogu 
both  bibles  for  stamp  collectors, 
eludes  these  items  on  its  price  list 

What  about  Rousso's  own  year-o 
investment  in  Coach  Investment 
Some  40  million  shares  are  outstan 
ing,  and,  at  today's  prices,  the  41 
held  by  him  and  his  wife  in  restrict* 
shares  have  a  theoretical  value 
about  S24  million.  Rousso  will  be  pe 
mitted  to  trade  his  block  next  sprin 

Though  Coach  Investments  shar 
have  climbed  500%  since  the  reorg 
nization  of  the  company  m  Marc 
1986,  and  now  trade  at  about  $1. 
over-the-counter,  it's  hard  to  te 
what's  buoying  them  except  the  e 
thusiasm  of  Rousso.  Coach  posted 
$27,984  loss  in  its  first  six  month 
ending  Mar.  31,  1986,  and  results  fc 
1987  aren't  yet  available.  Rouss 
claims  earnings  in  the  first  three  qua 
ters  of  fiscal  1987  were  $280,000. 

Meanwhile,  investors'  complaint 
of  deceptive  sales  tactics  prompte 
Florida's  Office  of  the  Comptrollt 
last  October  to  launch  an  investig, 
tiQn  of  his  Miami  office.  Claimir 
better  business  opportunities  elsi 
where,  Rousso  has  since  shut  dow 
that  office  and  shifted  his  operation  t 
New  York. 

And  what  of  his  spouse,  Cynthi; 
the  alleged  former  Miss  World?  Th 
pageant's  organizers  say  they've  nevt 
heard  of  her,  and  upon  being  que! 
tioned  by  Forbes,  she  remembere 
that  the  contest  she  really  won  wa 
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Electronics. 

Still  growing.  And  the  future 
belongs  to  those  who  are 
committed  to  innovation— 
to  Eaton. 
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not  Miss  World  but  the  1972  World's 
Ideal  Miss  pageant,  a  different  event. 
Sorry,  say  that  pageant's  sponsors,  she 
was  not  the  winner  at  all  (that  trophy 
went  to  a  Waco,  Tex.  baton  twirler), 
nor  even  runnerup,  but  only  took 
home  a  minor  prize  as  "the  best  15- 
year-old."  Stamps  from  the  Roussos, 
anyone? — Jonathan  Clements 


Taste  of  victory 

When  Marc  Goldman,  39,  presi- 
dent of  Wallington,  N.J. -based 
Farmland  Dairies,  took  on  the  50- 
year-old  New  York  milk  licensing  law 
that  prohibited  him  from  selling  milk 
in  New  York  City  eight  years  ago,  he 
seemed  to  have  as  much  chance  of 
breaking  the  city's  powerful  milk  car- 
tel as  Pee-wee  Herman  has  of  winning 
a  bout  with  Sugar  Ray  Leonard.  But 
last  January  the  soft-spoken  Goldman 
did  the  seemingly  impossible:  A  fed- 
eral judge  ruled  that  Farmland  Dairies 
could  sell  milk  to  Gotham's  7  million 
customers. 

Goldman  successfully  argued  that 
New  York  City  and  Long  Island  con- 
sumers were  paying  an  extra  $100 
million  a  year  because  of  price-fixing 
by  the  five  local  processors  who  con- 


trolled 90%  of  the  wholesale  market. 
Once  Goldman  broke  that  lock-grip, 
milk  prices  dropped  as  much  as  70 
cents  a  gallon.  What's  good  for  the 
consumer  is  even  better  for  Farmland. 
Goldman  anticipates  that  sales,  over 
$100  million  in  1986,  should  climb 
more  than  20%  this  year. 

What  spurred  him  to  take  on  the 
milk  industry's  Gohaths?  "It  just 
seemed  like  good  business,"  says 
Goldman,  whose  Russian  immigrant 
grandparents  founded  the  family- 
owned  dairy  70  years  ago.  "We  would 
talk  about  where  additional  markets 
would  come  from,  and  New  York  City 
was  the  obvious  answer.  I  was  told 
that  you  can't  sell  there — and  I  re- 
fused to  believe  it." 

Twice  a  month  Farmland  Dairies 
has  a  new  maxim  emblazoned  on  its 
milk  cartons.  Not  for  nothing  did 
last  month's  aphorism  say:  "Nothing 
in  the  world  can  take  the  place  of 
persistence." — Michael  Fritz 


Clone  busted? 

After  two  years  of  stagnation,  the 
personal  computer  business  is 
booming  again,  but  you'd  never  know 
it  from  the  newest  ambition  of  Mi- 
chael Shane,  38,  founder  of  Boston- 
based  Leading  Edge  Products  (annual 
sales,  $400  million).  He  heads  one  of 
the  biggest  names  in  the  IBM  clone 
business,  but  Shane  now  wants  to  get 
into  pictures — the  marketing  of  vid- 
eocassettes.  In  that  pursuit  he  has  be- 
gun distributing  over  300  titles  from  a 


-armland  Dairies'  Marc  Goldman 

1  was  told  I  coubun't  sell  in  New  York — and  i  rsfusea  to  believe  it. 


Leading  Edge's  Michael  Shane 
"I'm  just  diversifying." 


new  150,000-square-foot  Rhode  l{ 
land  warehouse.  Included  are  "]azi 
ercise,"  "The  Lions  of  Capitalism) 
and  "Video  Cooking  Library:  Basi 
New  Orleans  Cuisine." 

Is  the  guy  who  made  his  name  h 
importing  knockoffs  of  IBM's  mo 
XT  from  Asia  and  pricing  them  50^) 
lower  getting  out  of  the  compute 
business  altogether?  Shane,  after  all 
does  have  a  reputation  for  knowm 
not  just  when  to  get  into  a  busines 
but  when  to  get  out  as  well.  Back  i 
the  1970s  he  made  a  small  fortune  o 
Faded  Glory  blue  jeans  and  held  on  j 
that  money  by  selling  out  before  th 
fad  faded. 

Of  his  latest  move,  he  insists,  "I'rj 
just  expanding."  But  he  could  be  loot 
ing  around  for  an  exit.  Competition 
among  the  clones  has  gotten  cut 
throat,  and  his  main  manufacture) 
Daewoo  of  Korea,  is  unwilling  to  fi| 
the  huge  orders  Shane  wants. 

Videos?  They  don't  have  thosi 
kinds  of  problems.  "Once  a  tape  is  ij 
the  can,  it  is  strictly  a  matter  of  dupl 
eating  it,"  Shane  says.  "We  expec 
this  business  to  grow  as  fast  as  we  cai 
get  the  word  out." — David  Henry 
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Indexing  a  success 

What's  the  best  way  to  get  somi 
attention  for  a  sleepy  stock  in 
dex— and  your  own  financial  consult 
ing  firm  to  boot?  For  George  Russell 
head  of  Tacoma,  Wash,  financial  con 
sultant  Frank  Russell  Co.,  the  solu 
tion  of  choice  is  to  get  a  futures  con 
tract  based  on  indexes  bearing  you 
name  to  trade  on  the  New  York  Fu 
tures  Exchange. 

Starting  this  fall  three  contract: 
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The  Netherlands  Foreign  Investment  Agency 

Is  Pleased  To  Welcome 
The  Following  Companies  In  1987  To  The  Netherlands 

Morton  Thiokql  Inc. 

MORTON  THIOKOL,  INC.-VENTRON  DIVISION 

Danvers,  MA 

Will  build  a  $15  million  sodium  borohydride  facility  in  Delfzijl 


SEQUENT  COMPUTER  SYSTEMS,  INC. 

Portland,  OR 

Will  invest  $6  million  to  set  up  European  headquarters  near  Amsterdam 


mcus 


FOCUS  SEMICONDUCTOR  SYSTEMS,  INC. 

Sunnyvale,  CA 
Will  establish  a  $5  million  European  headquarters 


C€tUS 


CETUS  CORPORATION 

Emeryville,  CA 

Will  invest  $15  million  to  establish  EuroCetus  headquarters  near  Amsterdam 


The  Netherlands 


Right 

jnthe 
Center 


For  Investment 


New  York  San  Francisco  Los  Angeles 

212-246-1434  415-981-1468  213-477-8288 


This  announcement  is  published  by  Gavin  Anderson  &  Company,  wh  ch  is  registered  as  an  ageni  of  the  Government  of  the 
Netherlands  This  material  is  filed  with  the  Department  of  Justice,  whore  the  required  registration  statement  is  available  for  public 
inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 
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LOGICAL  REASONS 
TO  BUY  A  SAAB. 


In  each  of  us,  there  is  a  tough, 
cold,  logical  side  that  wants  to  have 
hard  facts,  data  and  empirical 
evidence  before  it  will  assent  to 
anything. 

So  when  your  impulsive, 
emotional  side  saw  the  exciting 
photograph  on  the  facing  page  and 
yelled  "Hey,  look  at  this!''  your  log- 
ical side  immediately  asked  to  see 
some  solid  and  relevant  information 
about  the  Saab. 

Here,  then,  are  some  of  the 
more  significant  hard  facts  about 
Saabs,  facts  that  make  a  strong 
logical  argument  in  favor  of  owning 
a  Saab: 

1)  Front-wheel  drive.  Once, 
Saab  was  one  of  the  few  cars  in  the 
U.S.  that  offered  this.  Since  then, 
most  other  carmakers  have  dis- 
covered the  superior  handling  and 
safety  of  front-wheel  drive  and  have 
followed  Saab's  lead. 


2)  Turbocharging.  More  power 
without  more  engine  displace- 
ment. Saab's  third  generation  of 
turbocharging,  incorporating  an 
intercooler  and  Saab's  Automatic 
Performance  Control  system,  is  still 
a  generation  or  two  ahead  of  any 
competition. 

3)  Four-valve  technology. 
Doubling  the  number  of  valves  per 
cylinder  improves  engine  efficiency 
enormously.  Yet  another  group  of 
manufacturers  is  beginning  to  line 
up  behind  Saab. 

4)  Advanced  ergonomics.  That's 
just  a  way  of  saying  that  all  instru- 
ments, controls  and  functional  ele- 
ments are  designed  so  that  they  will 
be  easy  and  natural  to  use.  A  legacy 
of  Saab's  aerospace  heritage.  Saab 

the  only  car  manufacturer  which 


also  builds  supersonic  military  jets. 

5)  Special  steel  underpanel.  The 
Saab's  smooth  underside  improves 
its  aerodynamics  and  helps  shed 
water  to  prevent  rust. 

60% 


6)  Balance.  60#  of  the  car's 
weight  is  borne  by  the  front  wheels, 
to  maintain  a  consistent  slight  un- 
dersteer  and  superior  traction. 

7)  Rustproofing.  A  16-step  pro- 
cess that's  designed  to  protect  the 
car  from  the  wetness  and  saltiness 
of  Sweden's  long  winters. 

8)  Climate  control.  Your  Saab 
is  going  to  be  comfortable  inside, 
whatever  is  happening  outside.  Air 
conditioning  is  standard  on  all  mod- 
els, and  effective  insulation  helps  to 
control  the  temperature  as  well  as 
the  noise  level  inside. 

9)  High  capacity  electrical  sys- 
tem. For  reliable  starts  in  subarctic 
cold. 

10)  Advanced  Sound  System. 
When  you're  in  the  Saab,  the 
AM  FM  cassette  system  sounds 
wonderful.  When  you  get  out,  it  can 
come  with  you,  to  provide  the  most 
theft  deterrent  possible. 


11)  One  of  the  world's  safest 
steering  wheels.  Heavily  padded 
and  designed  to  collapse  in  a  con- 
trolled manner  in  case  of  heavy 
impact. 

12)  Safety  cage  construction. 
Last  year,  the  U.S.  Highway  Loss 
Data  Institute  ranked  the  safety  of 
cars  based  on  acual  damage  and 
injury  claims.  Saab  900's  were  -  afer 
than  any  other  midsize  sedans. 

13)  Fold-down  rear  seats.  This 


makes  Saab  the  only  performam 
sedan  in  the  world  that  can  prov 
up  to  56  cubic  feet  of  cargo  spac 

14)  Large,  15-inch  wheels.  ^ 
permit  good  high-speed  control 
a  very  comfortable  ride.  They  a 
permit  larger  disc  brakes  all  aro 

15)  Price.  It's  modest,  par- 
ticularly when  you  see  it  against 
comparable  Audi.  BMW,  Merce 
or  Volvo  models. 

16)  Side-cornenng  lights.  Thj 
show  you  what  you're  getting  inl 
when  you  signal  for  a  turn  at  nig, 


17)  Front  seats.  Firmly  sup- 
portive, orthopedically  shaped  a 
adjustable  in  practically  every  dii 
mension  you  can  imagine.  They 

even  heated. 

18)  Saab  dealers.  They're  all 
over  the  country,  waiting  to  help 
you  with  specially  trained  mechc 
and  comprehensive  stocks  of  Sa; 
parts,  and. . . 

19)  Saab  accessories.  These 
may  be  a  bit  too  much  fun  for  yo^ 
logical  side.  They  let  you  custon 
your  Saab  with  factory-approvec 
performance  wheels,  floor  mats, 
lights  and  so  on.  And  on.  And  on 

20)  Saab's  aircraft  heritage.  1 
first  Saab  automobile  was  desigr 
by  aircraft  engineers  who  estab- 
lished a  company  tradition  of  car 
fully  rethinking  problems  rather 
than  just  adopting  the  conventioi 
solution. 

21)  The  Saab  driving  experiei 
Best  expressed  on  the  facing  pas 


77^  most  intelligent  cars  ever  built. 


NE  EMOTIONAL  REASON 


Faces 

Behind  the  Figures 


/■rank  Russell  Co.  s  George  Russell 
Trying  to  outdo  Standard  &  Poor's. 


based  on  Russell's  indexes  will  hit  the 
pits  in  New  York.  Along  with  the 
publicity,  Russell  gets  2  cents  for  each 
contract  traded. 

The  trading  income  won't  be  all 
that  important,  though.  Russell's  con- 
sulting firm  already  has  revenues  ap- 
proaching SI 00  million  each  year, 
earned  in  large  part  by  rating  money 
managers'  performances  for  SI 50  bil- 
lion worth  of  pension  funds  of  blue- 
chip  clients  like  GM,  IBM  and  AT&T. 

Russell's  indexes  date  back  to  1984, 
when  pension  fund  managers  com- 
plained that  the  Standard  &  Poor's 
500  index  didn't  provide  an  adequate 
benchmark  for  their  portfolio's  perfor- 
mance. The  problem:  All  of  Russell's 
clients  kept  between  20%  and  30%  of 
their  portfolios  in  non-S&P's  stocks. 
Russell's  solution:  create  his  own  in- 
dexes. Where  S&P's  is  biased  toward 
stocks  on  the  New  York  Stock  Ex- 
change, Russell's  choices  are  guided 
by  market  capitalization. 

"It's  easier  to  use  Russell  as  a 
benchmark  than  the  S&P's,"  says 
William  Fouse,  chairman  of  Mellon 
Capital  Management  Corp.,  who  runs 
two  funds  based  on  Russell's  indexes. 

Forbes'  Wilshire  index  uses  stan- 
dards similar  to  Russell's  and  tracks 
twice  as  many  stocks  (5,900).  Is  bigger 
better?  Russell  says  no,  arguing  that 
scores  of  Wilshire 's  stocks  have  mi- 
nuscule floats  meaning  they  are  un- 
likely to  be  heic  by  the  institutions  to 
whom  he  caters. 

.  ::.s  of  rutur-.   contracts  are  in- 


troduced  by  the  exchanges  in  a  bid  for 
more  volume  each  year.  Will  Rus- 
sell's have  staying  power?  Charles 
Tschampion,  director  of  portfolio 
strategy  for  GM's  pension  funds, 
thinks  so.  "The  S&P's  is  a  good  mea- 
sure of  equities,"  says  Tschampion, 
"but  Russell  is  better.  Why  use  a 
proxy  for  your  portfolio  if  you  can  get 
the  real  thing?" — Stanley  W.  Angrist 


Making  crime  pay 

When  managers  think  about  cut- 
ting costs — is  there  one  who 
doesn't? — many  eventually  find  their 
way  to  Ira  Lipman.  He  owns  and  runs 
Guardsmark,  Inc.  of  Memphis  iS  100 
million  sales),  the  nation's  third-larg- 
est privately  held  security  guard  com- 
pany. "When  a  manager  pares  costs," 
says  Lipman,  "he  realizes  it's  as  much 
as  30%  cheaper  to  let  your  own  guards 
go  and  bnng  in  some  new  ones  sup- 
plied by  another  company."  Savings 
come  primarily  from  reduced  payroll 
and  benefits  costs. 

Lipman  founded  Guardsmark  24 
years  ago  as  an  outgrowth  of  his  fa- 
ther's private  detective  agency.  Back 
in  the  early  1970s  he  raised  money  by 
selling  15%  of  the  company  for  $2 
million.  He  purchased  it  back  in  1979, 
a  smart  move  as  things  turned  out, 
since  the  1980s  have  been  a  boom 
decade  for  the  private  security  busi- 
ness. Top  firms  like  Burns  Interna- 
tional Security,  a  part  of  Borg-Wamer, 
or  American  Brands'  Pinkerton's,  Inc. 


have  been  growing  at  or  near  a  15 
yearly  clip.  Guardsmark's  grov* 
since  1984:  49%. 

Fewer  than  1%  of  Guardsma 
guards  carry  guns.  Instead,  they  pat 
unobtrusively  in  blue  blazers  and  gj 
slacks,  manning  closed-circuit  tele 
sions  and  electronic  surveillar 
equipment.  Lipman  contends  :! 
armed  security  guards  provoke  v 
lent  confrontations,  instead  of  p 
venting  them. 

Even  better,  by  avoiding  guns  L 
man  avoids  doubling  his  insurar 
costs,  which  is  what  would  resull 
his  lads  packed  pieces. — Stuart  Flacl 


Chairman  of  the  tribe 

A little  private-sector  expener 
can  do  any  politician  good.  Ji 
ask  Peter  MacDonald.  In  1982  he  1. 
his  bid  for  reelection  to  a  fourth  te 
as  chairman  of  the  200,000-meml 
Navajo  tribe.  After  the  election,  ss 
MacDonald,  "The  guy  who  w 
kicked  me  off  the  reservation." 

It  was  probably  the  best  thing  tl 
could  have  happened  to  him.  After 
defeat,  the  onetime  project  engin« 
for  Hughes  Aerospace  moved  to  Pht 
nix  and  became  sales  and  market! 
director  for  Cataract  Engineering 
nuclear  power  plant  instrumental 
and  controls  firm  owned  by  a  friend 
the  Ojibwa  tribe. 

When  MacDonald  joined,  Catar; 
was  doing  about  S18  million  a  year 
business.  MacDonald's  goal:  S50  n 


Guardsmark's  Ira  Lipman 

Why  us  ■  guar' s  who  carry  g  is? 
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Butler  Capital 

has  recently  completed  the  second  stage  of  its 
development  program  bringing  total  capital 
under  management  to: 

$820,000,000 


Butler  Capital  is  a  private  investment  firm  which  acquires 
companies  and  can  provide  all  of  the  senior,  mezzanine  and 
equity  financ  ing  for  management  leveraged  buyouts. 


BOG 

Butler  Capital  Corporation 


767  Fifth  Avenue 
New  York,  New  York  10153 
(212)  980-0606 


1  First  National  Plaza 
Chicago,  Illinois  60603 
(312)  899-1981 
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Kim  Nt-ai  -r.  U  :  «  ajftn  ( 


lion  in  five  years.  He  did  it  in  two. 
How?  As  a  politician,  MacDonald 
knew  a  thing  or  two  about  aggressive 
marketing.  Cataract  sold  out  in  1985 
for  S25  million,  and  MacDonald  went 
back  into  politics.  In  November  he 
was  reelected  Navajo  chairman. 

In  his  years  in  politics,  MacDonald 
forgot  what  it  was  like  to  be  governed 
by  the  discipline  of  the  marketplace, 
but  the  years  at  Cataract  left  him  a 
changed  man.  "Some  tribes  encour- 
aged enterprise,"  says  the  man  who 
manages  the  Navajo's  $400  million 
budget,  "but  I  used  to  discourage  it. 
We  built  up  a  lot  of  barriers  to  keep 
everybody  away.  Now  we're  tearing 
them  down." 

The  born-again  entrepreneur  has 
stopped  emphasizing  government 
handouts  and  begun  to  push  tribe 
members  to  start  their  own  business- 
es. He's  also  trying  to  persuade  outsid- 
ers to  set  up  manufacturing  plants  in 
the  tribe's  underused  industrial  parks. 
Who  does  he  have  in  mind?  Who  else? 
The  Japanese. — James  Cook 


WallWalker  Wizard's 
washup  wonder 

The  Japanese  may  have  little  use  for 
American-made  cars  and  floppy 
disks,  but  they  can't  get  enough  of 
Turbo-Wash.  In  1986  they  bought 
600,000  of  the  American-made  spray 
washers,  providing  58  million  in  reve- 
nues to  their  California-based  manu- 
facturer, Fred  Reinstein.  He  reports 
that  the  Japanese  account  for  nearly 
half  of  the  sales  (S 1 8  million  last  yearl 
of  the  two-year-old  company. 

The  gadget  is  amazingly  simple.  Be- 
fore Turbo-Wash,  car  washers  needed 
to  first  soap  a  car,  then  hose  it  down. 
But  Turbo-Wash's  soap-filled  reser- 
voir attaches  to  an  ordinary  garden 
hose,  allowing  users  to  do  both  at  the 
same  time. 

Price,  for  the  tidy  Japanese,  is  appar- 
ently no  object.  Although  Americans 
can  buy  a  Turbo-Wash  for  SI 9.95,  in 
Japan  it  costs  16,000  yen  (about  SI  14 
at  current  exchange  rates)  because 
there  are  so  many  markups  between 
distributor  and  retailer. 

Reinstein  is  an  old  hand  at  the  gee- 
gaw  market.  The  44-year-old  entre- 
preneur got  his  start  demonstrating 
Duncan  yo-yos  on  the  streets  of  Kan- 


Xarajo  tribe  Clxiiniran  Peter  MacDonald 

Tearing  down  the  barriers  that  kept  business  away. 


sas  City,  Mo.  Later  he  made  millions 
selling  Wacky  WallWalkers,  those 
slimy-looking  plastic  octopuses  that 
appear  to  crawl  down  any  wall  they 
are  thrown  against. 

After  the  WallWalker  fad,  which 
streaked  across  the  preteen  scene  dur- 
ing the  first  four  months  of  1983, 
Reinstein  decided  to  look  for  a  prod- 
uct with  staying  power.  He  turned  up 
Jet-X,  an  uncomplicated  cleaner  that 
dated  back  to  the  mid-Sixties.  He 


tracked  down  its  inventor  and  inve: 
ed  nearly  $2  million  (partly  raisi 
from  outsiders)  to  perfect  it. 

WallWalkers  brought  plenty  j 
knockoffs  pouring  into  the  market, 
this  time  Reinstein  is  taking  i 
chances.  He  has  filed  for  Turbo- Wa 
patents  from  Hong  Kong  to  Washir 
ton,  D  C.  and  has  lawyers  at  the  rea» 
everywhere  should  an  infringer  1 
the  market. — Gail  Buchalter 


Turbo' 
Look. 


czso  creai  or  rrea  Ketnstei 
for  a     oduct  with  si 


ying  poi>er. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an 
unspoiled  state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the 
mountains  of  Colorado's  glorious 
Sangre  de  Cristo  range — the  heart 
of  the  Rockies.  Where  deer,  elk, 
eagles,  wild  turkey  and  other  birds 
and  animals  still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and 
family  fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches  Inc.,  put 
this  project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  10 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  250 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own 
substantial  heritage  in  America 
the  beautiful. 

For  complete  information, 
without  obligation,  call  303/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303,  Ft.  Garland, 
CO  81133. 


-\e  Properly  Report  required  by  Federal  law  and  read  Ii  before  signing  anything  N(  f  ederal  agency  has 
he  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
nt  lias  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  doe  .  not  constitute  approval 
le  or  lease  or  offer  for  sale  or  lease  by  the  Sec  retary  of  State  or  that  the  Secretary  of  S '  ate  has  in  any  way  passed 
:  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sanqre  de  Cristo 
3  Inc.  NYA86-153. 
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Thurs. 


The  week  we  lived  a  life 
with  cancer. 

You  know  someone  who's  ing  her  harrowing  medical  and 
had  cancer.  An  aunt,  a  cousin,  a    psychological  odysse>| A  per- 


t'ather  or  a  close  friend.  Or 
maybe  a  wife  and  mother  who 
"  w  anted  to  go  to  sleep  and 
wake  up  and  pretend^t  was  just 
a  dream." 

dream  for 


son  who  shared  her  innermost 
thoughts  and  feelings  w  ith. us. 

And,  because  you  experi- 
enced Helen  s  expenencel||k 
they  happened,  you  foundHl 
what  it  means  to  be  a  candVi 


artlett.  A-person 
alked'beside 


VMM 


Sat. 


Id  you  what  it  means,  after 
y  years,  to  live  with  the 
ib  still  echoing  in  your  mind. 
In  our  special  story  on 
nosexuality,  we  showed  you 
t  a  desperately  lonely  and 
ured  experience  it  still  is  to 

up  gay  in  America. 
And,  in  our  National  Maga- 
Award-winning  report  on 


Vietnam,  we  told  you  what  it 
meant  for  6$  boys,  in  a  company 
called  Charlie,  to  come  home 
a  silent,  indifferent  America. 

Newsweek  constantly  lives 
with  people  whose  lives  have 


u.  Reporting  one 


out  real  human  beings, 
s  one  of  the  reasons  we  Ve 


ore  awards  for  excellence 


an  any  other  newsweekly. 
We  speak  in  a  human  voice. 


Newsweek 

iy  it  happened.  What  it  means. 


)ealerscope  Merchandising  Products  of  the  Mo 


ACS  Communications 

Introduces 
Cordless 
Headset 
Phone 

Ideal  for  the 
office,  home 
or  garden,  the 
ACS  Cordless 


Mohawk  :  The  Birth 
Of  A  Classic 

Just  one  look  and  you  can  tell 
the  Mohawk  Camera  Case  Col- 
lection is  going  to  be  around 
long  after  others  have  gone.  The 
Mohawk  Collection  boasts  a 
plush,  rugged,  waterproof 
CharHyde  exterior  with  a  cus- 
tom-like softness  and  luxury. 
Whether  you  need  a  functional 
compact-35  pouch,  multi-pur- 
pose compartment  case  or  zoom 
compartment  case,  there  is  a 
Mohawk  that  fills  that  need. 
Every  case  has  special  custom- 
ized features  —  from  "Shock 
Protection"  and  the  Velcro® 
magic  of  self-customized  com- 
partments to  3-way  straps  for 
carry  comfort.  For  more  infor- 
mation, contact  Coast  Manufac- 
turing Company  —  the  world's 
largest  manufacturer  of  photo/ 
video/specialty  luggage  and  ac- 
cessories —  at  118  Pearl  St.,  Mt. 
Vernon.  NY  10550,  (800)  221- 
8748. 


Hands-Free  Headset  consists  of 
an  ultra-light  headset  with  dial- 
pad  and  multi-featured  rectan- 
gular base.  The  phone  can  be 
used  as  a  wall-mounted  or  table- 
top  phone,  or  as  a  cordless  head- 
phone with  a  range  of  750-1000 
feet.  It  allows  the  user  to  receive 
a  call  and  still  have  both  hands 
free  without  putting  the  calling 
party  on  a  speakerphone.  De- 
veloped by  ACS,  a  designer,  de- 
veloper and  manufacturer  of 
hands-free  communications 
equipment  , 
the  Cordless 
Hands  -  Free 
Headset  will 
be  sold  at  tele- 
phone stores, 
department 
stores  and 
catalog  out- 
lets. Other 
ACS  consumer  products  in- 
clude lightweight  headsets,  am- 
plifiers and  the  Swivel  Jack®. 
For  more  information,  contact 
ACS  at  250  Technology  Circle, 
Scotts  Valley,  CA  95066,  (408) 
438-3883. 


Quasar  Introduces  New 
VHS  Movie  Camcorder 

You  get  both  VHS  compatibill 
and  compact  convenience-  w 
Quasar's  VM-50  VHS  Mo 
(VHS-C).  Weighing  in  at  j 
over  three  pounds,  this  came 
der  offers  two-speed  record  a 
playback,  one-hour  capacity 
the  compact  cassette,  pictt 
search,  low  light  capabili 
electronic  viewfinder,  Cd 
pickup  and  HQ  circuitry.  ] 
more  information  on  Quasa 
new  model  VM-50  compact  V] 
Movie  Camcorder,  see  yc 
nearest  Quasar  dealer. 


Friedrich  Air 
Conditioners  & 
Dehumidifiers 


Top  quality  Fried- 
rich room  air  con- 
ditioners, heat 
pumps,  electric 
heat/cool  models 
and  dehumidifiers 
(up  to  50  pt.  ca- 
pacity) are  made  in  America 
and  give  money-saving  effi- 
ciency and  dependable  perform- 
ance. Friedrich  has  the  broadest 
line  of  high  efficiency  room  air 
conditioners,     including  the 


10,100  BTU  QuietMaster'  wi 
an  unsurpassed  EER  of  12.0. 
the  most  energy-efficient  in  tl 
world.  For  more  informatio 
contact  Friedrich  Air  Cone 
tioning  &  Refrigeration  C< 
Marketing  Department  F,  P.1 
Box  1540,  San  Antonio,  T 
78295,  (512)  225-2000. 


^!§f^S^®  is  tiie  Marketmg m  i*2™  f°r 

***13iV-  ISfUJf  Consumer  Electron!  s  and  Major  Appliance  Retailer 


i  Offices:  :orth  American  Building,  401  North  Broad  Street,  Philadelphia,  PA  19108  (215)  238-5300 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


'/hy  investors  get  indigestion.  In  a  two-week  period 
parked  by  increased  volatility,  the  Wilshire  index  of 
[900  issues  fell  3.8%  and  lost  $79  billion  in  market 
ipitalization.  Bigger  stocks  paced  the  dismal  perfor- 
lance  of  the  Wilshire,  while  smaller  shares  were  hit  even 
,arder.  The  Amex  lost  4.8%,  the  Nasdaq  4.2%.  Heavy 
•;lling  brought  391  exchange-listed  issues  to  new  52- 
reek  lows.  While  some  capital  was  moved  into  gold  and 
aid  stocks  (p.  248),  a  diverse  list  of  343  stocks  ran  counter 


to  the  falling  market  and  hit  new  highs.  Among  them: 
Alcoa,  Burlington  Industries,  Cummins  Engine,  Eastern 
Co.,  Gerber  Scientific,  LIN  Broadcasting,  Paccar,  Prime 
Computer,  Stanadyne,  St.  Joe  Gold. 

In  two  weeks  the  P/E  ratio  on  the  Wilshire  index  fell 
from  20.3  to  19.4.  This  drop,  while  significant,  has  not  put 
stocks  on  the  bargain  counter.  And  for  most  economic 
sectors  security  analysts  made  slight  downward  revisions 
in  their  1987  earnings  estimates  (see  next  page). 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

Percent  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

-5.3 

-5.4 

-4.3 

-5.3 

-4.8 

-5.5 

in  last  52  weeks 

12.7 

12.1 

21.8 

14.2 

17.8 

5.2 

Stock  performance  based  on  six  key  investor  yardsticks 


Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-6A 

-2.2 

-1.4 

-2.2 

-3.7 

-5.7 

-4.8 

-0.5 

-0.3 

-4.7 

-5.3 

-0.8 

in  last  52  weeks 

13.8 

34.8 

50.2 

22.3 

13.4 

10.7 

7.7 

39.7 

52.6 

14.7 

14.6 

23.7 

Vilshtre  index  reflects  price  performance.  It  differs  slightly  trora  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales.  3  A 
ock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  i  e  fluctuations,  low-volattlity  issues  are  more  stable.  4A  quantitative  evaluation  of  a  stock's 
owth  image,  determined  by  Wilshire  Associates. 


lote:  All  data  for  periods  ending  4/24/87.  Prepared  by  Wilshire  Assoc  ites,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Trading  places.  One  year  ago  the  energy  sector  had  the 
worst  52-week  performance,  havmg  declined  7.8%  from 
late  April  1985  to  April  1986.  At  the  same  point  a  year  ago, 
finance  was  the  third-best-performing  group,  having 
gained  42.5%.  What  a  difference  a  year  makes.  Energy  is 
now  in  first  place.  The  oil  sector  shows  a  40.9%  increase 
over  the  past  52  weeks.  Rising  crude  prices  helped  energy 


stocks.  Rising  energy  prices,  of  course,  have  also  contr 
uted  importantly  to  the  runup  in  interest  rates,  which 
now  hurting  finance  shares.  The  finance  group  fell  6S 
over  the  last  12  months  and  now  ranks  as  the  wo< 
performing  sector.  Utilities,  which  are  also  interest-sen 
tive,  began  losing  their  appeal  over  a  year  ago  and  remj 
in  eighth  place. 


Percent  change  in  last  52  weeks  "0<2>  Percent  change  in  last  two  weeks 


Consumer  durables 


+  50 

0  \ — ' 

-25 

1  1 
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Technology 

Transportation 

~K  1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1] 1 1 1 1 1 1 1 1 1 
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'86  8^ 

'87 

Consumer  nondurable*  and  servil 
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<3 
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Raw  materials 
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Utilities 
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What  The  Analysts  Think 


Countercyclical.  Last  year,  in  the  midst  of  OPEC's  col- 
lapse, oils  sold  for  a  cheap  10.9  times  estimated  1986 
earnings.  Evidently  that  was  too  cheap,  since  the  sector 


has  been  the  hottest  performer  over  the  past  12  montrl 
Now  oils  are  favorites.  The  sector  is  trading  at  a  lofty  1  "J 
times  expected  198?  earnings. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

S2.60 

18.0 

j  1987  estimates 

3.50 

13.4 

1988  estimates 

4.11 

11.5 

-  -  -   _3 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1987 
EPS  P/E 

%  change  in  1987  estitrl 
in  2  weeks     in  4  wee| 

1                   Raw  materials 

S2.3S 

15  v 

0.99% 

l.oosl 

Energy 

2.64 

175 

0.44 

0.08  | 

3 

Consumer  nondurable* 

2.46 

16.4 

-0.13 

-0.21  | 

4 

Consumer  durables 

3.46 

13.0 

-0.20 

1.01  | 

5 

Utilities 

2.TS 

97 

-O.30 

0.38 

6 

Finance 

i  56 

9.1 

-0.34 

-0.49  | 

Capital  goods 

2.46 

173. 

-0.38 

-0.49  J 

8  Technology 

2-Po 

16.4 

-0.50 

— 0  SS 

9 

Transportation 

237 

14.4 

-2.80 

-4.59 

bjrmngs  prcnecaons  sie  capitalization 
Estimate  System  (EHi  a  service  ol  !_y 


I  consensus  estimates 
?s  &  Rvan,  a  New  Yc . 


>m  over  2  00  security  analysts  L    a  are  compilec  and  updated  continuously  by  the  Institutional  Brc 

~ased  br  >  vLiage  firm. 
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Statistical  Spotlight 


One  way  to  play  gold  is  via  shares  in 
mining  companies.  Which  ones? 


Risky  hedges 


By  Michael  Ozanian 


Gold  mining  shares  are  in  the 
1  spotlight  again  as  inflation 
fears  creep  back.  One  appeal  is 
the  tremendous  operating  leverage  in 
the  business — which,  of  course,  also 
increases  the  risks.  The  balance 
sheets  of  gold  mining  companies  are 
often  quite  clean,  but  there  remains 
the  matter  of  operating  leverage — 
what  a  change  in  revenues  does  to  the 
bottom  line. 


Consider  Homestake  Mining, 
whose  mines  in  South  Dakota,  Cali- 
fornia and  elsewhere  have  an  average 
break-even  of  about  S260  an  ounce. 
When  gold  is  S360,  the  company  is 
profitable;  if  gold  is  25%  higher,  or 
S450,  the  profits  should  almost  dou- 
ble. Giant  Yellowknife  Mines,  with  a 
somewhat  lower  break-even  on  its 
mines,  is  less  leveraged. 

Operating  leverage,  then,  is  of 
prime  importance  at  gold  miners.  The 
most  confident  gold  bulls  will  pick 


the  companies  with  the  greatest  si 
sitivity  to  changes  in  the  price  of  gc 
As  Nicolas  Toufexis,  a  vice  presidi 
of  research  at  Prudential-Bache  Se< 
nties,  explains  it:  "The  stocks  that 
going  to  hit  the  home  run  when  g» 
goes  to  S600  an  ounce  are  the  hi] 
cost  producers." 

Toufexis'  analysis  of  earnings  sen 
tivity  is  presented  below.  We  sh 
1986  earnings — meager  for  ma 
firms,  since  the  price  of  gold  averaj; 
S368  in  1986.  Alongside  them 
show  a  projection  for  1987  earning: 
gold  averages  $550  an  ounce  this  ye 
Gold  has  a  way  to  climb  to  make  tl 
average:  It  started  the  year  at  S403  a 
at  press  time  was  still  only  S464. 

Strong  gold  prices  go  hand  in  ha 
with  a  weak  dollar.  At  its  peak 
February  1985,  a  dollar  would  h5 
purchased  263  yen  or  109  milhgrai 
of  gold.  Now  a  dollar  will  buy  y 
only  140  yen  or  67  milligrams  of  go 
The  dollar  has  fallen  47%  against 
yen  and  39%  against  gold. 

Whether  inflation  comes  back 
not,  the  market  seems  convinced  tl 
S400-plus  gold  is  here  to  stay.  Tl 
average  gold  producer  sells  for 
times  latest  12-month  earnings, 
overall  market  for  21  times.  ■ 


Leverage 


Gold  mines  differ  greatly  in  operating  leverage — and  usually  the  most  sensitive  to  changes  in  gold  prices, 
hence  in  share  volatility — because  of  variations  in  pro-  The  estimates  show  what  these  North  American  opera- 
duction  costs.  Earnings  at  the  highest-cost  operators  are   tors  could  earn  if  gold  averages  S550  this  year. 


1986 

-Earnings  per  share* 

Stock  pri 

Recent 

sales 

with  gold 

Reserves 

per  ounc 

Exch 

Company 

price 

(Smil) 

1986 

at  $550' 

%  gain 

1 000  ozf 

of  reserve 

o 

Agnico-Eagle  Mines 

30% 

S28.8 

S0.15 

S0.73 

388% 

360 

SI, 190 

0 

Battle  Mountain  Gold 

38  Vi 

91.0 

0.63 

1.41 

124 

1.510 

1,097 

n 

Campbell  Red  Lake  Mines 

30'/S 

142.4 

0.44 

1.00 

128 

2,025 

768 

n 

Dome  Mines 

17 

222.6 

0.61 

0.97 

60 

2,540 

602 

a 

Echo  Bay  Mines 

42'/; 

126.1 

0.61 

1.61 

164 

5,500 

348 

n 

Freeport-McMoRan  Gold 

2VA 

69.2 

0.34 

0.97 

223 

2,194 

400 

a 

Giant  Yellowknife  Mines 

19'/4 

440.8 

0.68 

2.26 

233 

460 

292 

n 

Homestake  Mining 

^  . 

347.7 

0.46 

2.13 

; 

10,173 

182 

Intl  Corona  Resources 

361; 

3.1 

-0.11 

2.04 

NM 

5,859 

98 

n 

LAC  "-unerals 

32V* 

>S  - 

n  1 7 

1.10. 

546 

4  750 

192 

0 

Lacana  Mining 

14'/4 

:_  ;e 

0.89 

82 

360 

759 

n 

Newm  -Id 

33 

174.5 

0.42 

1.08 

157 

12,320 

280 

a 

Placer  Dt  ^ent 

36- 

J30.6 

'  1.21 

1.92 

59 

2,751 

609 

Sigma  Mines 

26.5 

0.56 

1.32 

137 

610 

238 

a 

St  Joe  Gold 

107.3 

0.25 

1.01 

305 

1,710 

358 

'Excludes  nonrecurrii.a  gains  or  i«  ■«-.  'Estimated  earnings  r  old  avera. 
NM:  Not  meaningful,  j  \merican  Stock  Exchange  n:  New  York  Stock  F 
companies  converted  to  I  S  dollars. 


2S  $550  in  1987.  2E* 
change    o:  over-th< 


mate  of  proven  plus  probable  reserves.    E:  Estimated 
ounter.   t:  Toronto  Stock  Exchange.    Amounts  for  Canadiar 
Source  PrudetUial-Bacbe  Securities 
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Tie  yearfe  most  exuberant  best- 
eller  is  sweeping  across  America! 


!  can't  remember  readers  or  reviewers  ever  having  a  better  time  with  a  book, 
icolm  Forbes  succeeds  in  doing  something  that  is  altogether  rare  in  this  world.  He 
i  fun— and  in  Around  the  World  on  Hot  Air  and  Two  Wheels  we  share  it  to  the  hilt. 


-  book  overflowing  with 
i  uberance  and  great 

:  >od  humor.  Malcolm  Forbes, 

[her  and  editor  of  Forbes  magazine,  is 
i^ly  one  of  the  richest  of  men  and 
(■jy  likely  the  busiest.  What  he  does 
Li  his  money  is  endlessly  fascinating 
fl,  in  a  way,  almost  endearing. .  Now 
Jnas  put  together  a  handsome  book 
ii;brating  his  exploits.  Around  the 
*  r/d  on  Hot  Air  and  Two  Wheels  is 


priced  at  $24.95  and  it's  worth  every 
penny."'  —Jeremiah  Tax,  Sports  Illustrated 

'So  overwhelmingly  a 
celebration  of  the  joys  of 

adventure,  as  well  as  an  affirma- 
tion of  the  'good  side'  of  life,  that  the 
reader  is  soon  buoyed  by  its  exuberant 
message:  'Don't  stay  put  when  you  can 
put  foot  into  any  part  of  this  still  whole, 
wide  and  mostly  wonderful  world.'  " 
—Shirley  Horner,  The  New  York  Times 


'A  cross  between  Marco 
Polo  and  Jules  Verne. 

Who  else  in  the  second  half  of  the  20th 
century  would  fly  across  continents  and 
oceans  in  a  brightly-colored  balloon  or 
go  jolting  his  way  on  a  motorcycle 
through  countries  like  China,  Pakistan, 
and  across  North  Africa?  In  this  gor- 
geously illustrated  book  Forbes  tells  why 
and  how  he  did  it  and  why  he  will  pre- 
sumably go  on  doing  it  as  long  as  he  can. 

*A  book  for  the  eye  to 
admire  and  the  mind  to 
marvel  0ven,-iohriBark>lam 

tieuiews 


i  250  photographs— most  in  full  color— it's  the  happiest  book  you  can  give.  At  bookstores  now. 

vm—mm—mmmmm  Simon  and  Schuster 


The  Funds 


Taxes  are  as  big  a  headache  as  ever,  which 
is  why  funds  these  days  are  calling  them- 
selves limited  partnerships. 

Why  funds 
disincorporate 


By  John  R.  Hayes 


W'hy  does  Dreyfus  Corp.  have 
seven  new  mutual  funds  or- 
ganized as  limited  partner- 
ships? It  might  have  something  to  do 
with  the  fact  that  the  company's  gen- 
eral counsel,  Daniel  Maclean,  lives  in 
Darien,  Conn. 

Connecticut  has  a  steep  income  tax 
(up  to  12%),  applied  only  to  invest- 
ment income.  Interest  on  Treasury 
obligations  is,  of  course,  exempt 
there,  in  accordance  with  an  1819  Su- 
preme Court  decision.  But  that  didn't 
stop  the  state  tax  collector  from  an- 
nouncing in  1983  that  distributions 
from  funds  that  own  Treasury  securi- 
ties are  fully  taxable.  Legally,  a  payout 
from  a  fund  is  a  "dividend"  from  a 
"corporation,"  not  a  piece  of  Treasury 
interest.  "They  really  socked  it  to 
people  in  Fairfield  County  who  had 
substantial  income  from  that  inter- 
est," says  Maclean. 

His  solution:  Switch  from  a  corpo- 
rate structure  to  a  limited  partner- 
ship. Then  the  tax  attributes  of  the 
underlying  investments  flow  through 
to  the  investors.  Dreyfus  opened  three 
funds  in  April — U.S.  Guaranteed 
Money  Market  Account,  U.S.  Gov- 
ernment Intermediate  Securities  and 
U.S.  Government  Bond — that  are 
partnerships  whose  income  distribu- 
tions are  exempt  from  state  income 
tax.  That's  of  considerable  interest  to 
residents  not  only  of  Connecticut  but 
of  the  19  or  so  other  states  that  make 
all  fund  distributions  fully  taxable. 
Fidelity's  Government  Securities 
Fund  also  passes  through  U.S.  Trea- 
sury interest  to  shareholders. 

There  is  a  sense  of  deja  vu  here.  A 
decade  ago  mutual  fund  operators 
wanted   to   offer   municipal  bond 
but  the  corporate  structure 


would  have  forced  investors  to  pay 
federal  taxes  on  the  interest.  Kemper, 
Fidelity  and  Eaton  Vance  opted  for  a 
limited  partnership  format  to  avoid 
the  problem.  A  wise  Congress  saw 
what  was  up  and  agreed  on  a  simpler 
solution:  A  1976  federal  law  permits 
the  flow-through  of  the  bonds'  federal 
tax  exemption. 

But  the  states,  by  and  large,  aren't 
willing  to  permit  flow-throughs  of  in- 
terest that  should  be  exempt  from 
state  tax.  Some  state  tax  collectors 
resist  letting  go  even  when  their  own 
statutes  give  the  fundholder  a  good 
case.  "I  think  the  law  is  clearly  on  our 
side,"  says  Catherine  Heron,  deputy 
general  counsel  for  the  Investment 
Company  Institute,  the  industry's 
trade  association.  Continues  Heron, 
"We  will  battle  it  out  one  way  or 
another  in  every  state,  but  we  may  all 
be  dead  by  then." 

And  so,  with  federal  rates  coming 
down  and  state  taxes  a  larger  concern, 


JLjj 


limited  partnerships  are  a  hot  prodi 
in  the  fund  business.  Six  months 
you  might  have  found  two  to  ace! 
your  money.  Today,  counting 
ones  still  in  registration,  there  arc 
least  18  partnerships  organized  un 
the  Investment  Company  Act.  Th 
are,  as  well,  many  investment  p, 
nerships  that  don't  even  register 
investment  companies.  The  Wilmi 
ton  (Del.)  Trust  Co.,  which  is  gett 
heavily  into  the  fund  business,  oj 
ates  an  unregistered  limited  partr 
ship  that  invests  in  Japanese  seel 
ties  for  high-net-worth  individuals 

The  most  common  type  of  limi 
partnership  mutual  fund  is  set  up 
foreign  investors.  A  corporate  fc 
would  result  in  withholding  taxes 
a  limited  partnership  all  the  inco 
goes  directly  to  the  investor.  Dreyl 
Eaton  Vance  and  Pilgrim  have  fu: 
for  foreigners. 

Another  motive  for  using  the  p 
nership  form  is  to  skip  around  the 
rule  that  no  more  than  30%  o 
fund's  income  can  come  from  sh« 
term  gains.  This  restriction  was 
laxed  in  last  year's  tax  act  (now,  so 
short-term  gains  aren't  counted 
part  of  the  30% ),  but  it's  still  too  ti 
for  some  loose-limbed  traders.  Dr 
fus  offers  two  funds  with  the  flexib 
ty  to  take  unlimited  short-term  gai 
Strategic  Aggressive  Investing,  ] 
and  Strategic  World  Investing,  L.P 

A  final  benefit  to  limited  partr 
ships:  Losses  as  well  as  gains  p 
through  to  investors.  In  an  incorpo: 
ed  fund  shareholders  can't  take 
vantage  of  losses  without  cashing 
of  the  fund. 

With  all  those  benefits,  why  are 
more  funds  organized  as  limited  p; 
nerships?  Tax  law  demands  that 
general  partner  provide  1%  of  the 
tal  capital  in  the  partnership.  T 
may  be  a  nuisance  in  a  multibilli 
dollar  money  market  account. 

Also,  limited  partnerships  are  ha 
er  to  sell.  They're  more  complicat 
they  sound  like  tax  shelters,  and  tl 
scare  off  investors.  Compare  Ea" 
Vance's  Municipal  Bond  Fund  w 
the  Kemper  Municipal  Bond  Fu 
Both  started  in  the  1970s  as  limi 
partnerships.  After  Congress  chan; 
the  law,  Kemper  converted  to  a  cor 
rate  structure,  but  Eaton  remaine 
partnership.  Assets  today:  Eaton  i 
million,  Kemper  SI  billion.  ■ 


John 


FORBES,  MAY  18,  19» 


The  Forbes /TUCS  Institutional  Portfolio  Report 


r 

An 


Edited  bv  Steve  Kichen 


he  value  fans  haven't  been  doing  too  well.  That's  in 
contrast  to  1986,  when  the  most  successful  institu- 
tional stock  pickers  were  those  who  focused  on  such 
indamentals  as  book  value,  cash  flow  and  assets.  But  in 
i;:  le  first  quarter  of  1987  the  value  managers  had  a  total 
turn  of  17.6%,  which  gave  them  a  last-place  finish. 
:  anagers  who  stuck  with  established  medium-to-large 
owth  stocks  made  out  best.  This  management  style  was 
jod  for  a  total  return  of  23.5%.  Stocks  such  as  IBM, 
;  igital  Equipment,  Tandem  Computers,  Texas  Instru- 
lents  and  Hewlett-Packard  showed  significant  increases 
i  institutional  holdings  and  all  scored  above-market  total 
turns.  There  is,  of  course,  an  element  of  self-fulfillment 
ere.  The  stocks  were  up  in  large  part  because  the  institu- 
ons  loved  them  so  much. 

Our  survey  of  institutional  investing  habits  comes  cour- 
:sy  of  the  Trust  Universe  Comparison  Service,  run  by 
inta  Monica,  Calif. -based  Wilshire  Associates.  TUCS 
;  lonitors  performance  of  some  22%  of  the  estimated  $1.8 
illion  of  the  U.S.'  corporate  and  governmental  pension 
inds  under  professional  management. 

■  If  value  investing  means  buying  cheap,  then  it's  perhaps 

■  o  surprise  that  value  players  are  being  left  in  the  dust  of 
lis  runaway  market.  By  Mar.  31,  1987  the  median  pen- 
on  portfolio  was  selling  for  nearly  19  times  latest  12- 

l'1  ionth  earnings  and  an  unheard-of  2.9  times  book  value, 
v  /ere  professional  investors  intimidated:  Apparently  not. 
"  ast  quarter  the  institutional  managers  allowed  their  ex- 
Dsure  to  common  shares  to  rise  from  54.6%  to  57.2%. 
l  hey  were,  on  balance,  pulling  money  out  of  stocks  (note 
art  ie  -3%  "shift  in  institutional  holdings"  in  the  table  at 
1  ght)  but  not  fast  enough  to  compensate  for  the  runup  in 
7  tock  prices. 

t  The  median  total  return  (capital  gains  plus  dividends)  on 
'i  ension  stock  portfolios  was  21.3%  in  the  first  quarter  of 
?87.  This  nearly  matches  the  21.2%  total  return  of  the 
i  /ilshire  index  of  5,900  common  stocks  and  the  21.3% 
c:  :turn  of  the  S&P's  500. 

m  The  last  TUCS  report  (Forbes,  Feb.  23)  noted  that  emerg- 
::  lg  growth  stocks — mostly  high-technology  issues — ap- 
;ared  to  be  selling  at  a  premium  that  was  smaller  than 
sual.  As  it  turns  out,  those  managers  who  emphasized 
ich  issues  had  the  second-best  results  for  the  first  quar- 
.:.  tr,  a  22.3%  total  return. 


How  different  managers  performed 

-Total  return— 

Manager  style 

recent  quarter 

12  months 

24  months' 

Diversified 

19.3% 

22.9% 

28.9% 

Growth 

23.5 

23.3 

31.1 

Growth — emerging 

22.3 

18.6 

26.1 

Market  timer 

19.1 

20.8 

28.2 

Sector  rotator 

18.7 

19.8 

28.3 

Value 

17.6 

22.0 

29.5 

Where  the  institutions  put  their  money 

Segment 

— Portfolio  weighting — 
most  recent  previous 
quarter  quarter 

Equity 

57.2% 

54.6% 

Fixed  income 

30.0 

32.3 

Cash  and  equivalents 

9.6 

9.9 

Convertibles 

0.9 

0.8 

Other1 

2.3 

2.6 

Equity  portfolio  characteristics 

Institutional 
portfolios 

Wilshire 
5000 

Price/earnings  ratio 

18.8 

18.0 

Dividend  yield 

2.7  % 

2.7  % 

Beta2 

1.04 

1.06 

Price/sales 

1.11 

1.05 

Price/book 

2.89 

2.80 

Segment  performance  and  cash  flows 

Segment 

— Most  recent  quarter — 
median          shift  in 
total  institutional 
return  holdings 

 Latest  12  months  

median           shift  in 
total  institutional 
return  holdings 

Equity 

21.3% 

-3.0% 

23.9% 

-5.2% 

Fixed  income 

1.4 

-3.8 

8.7 

-5.4 

Cash  equiv 

1.5 

0.1 

6.5 

8.2 

Convertibles 

10.7 

0.6 

15.9 

-19.2 

Other1 

2.5  ' 

-1.7 

8.9 

-4.5 

Total 

11.2 

-1.3 

16.8 

-3.3 

Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter. 

Security 

Increase 
in 

holdings 

Total 
quarter 
return 

Decrease 
in 

Security  holdings 

Total 
quarter 
return 

IBM 

3.0% 

26.1% 

Norfolk  Southern 

-2.3% 

11.7% 

Digital  Equip 

2.4 

54.3 

SmithKline  Beck 

-2.2 

10.8 

Ford  Motor 

2.1 

51.3 

Pacific  Telesis  Gp 

-1.4 

1.5 

K  mart 

1.6 

43.8 

Monsanto 

-1.3 

3.3 

Tandem  Comp 

1.6 

108.0 

ITT 

-1.3 

12.4 

Occidental  Pete 

1.4 

23.8 

Halliburton 

-1.2 

44.8 

Gannett 

1.2 

29.6 

AT&T 

-1.0 

-4.4 

Westvaco 

1.1 

19.9 

Bell  Atlantic 

-1.0 

1.4 

Texas  Instru 

1.1 

57.5 

Citicorp 

-0.9 

-3.7 

Hewlett-Packard 

10 

35.9 

Nynex 

-0.9 

4.6 

eal  estate,  foreign  investments,  venture  capital,  guaranteed  insurance  contraas.  2A  measure  of  risk.  A  stock  with  a  beta  of  1  00  tends  to  mine  up  or  down  at  the  same 
:e  as  the  S&P's  500.    ^Figures  for  24  months  are  annualized. 

)te:  Data  for  quarter  ending  3/31/87.  Prepared  by  the  Trust  Universe  Comparison  Service  (TUCS®),  a  service  of  Wilshire  Associates,  Santa  Monica,  Calif 
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Where  the  institutions  are — and  aren't 

Most  overweighted  relative  to  Wilshire  5000 

Most  underweighted  relat 

ive  to  Wilshire  5000 

 %  of— 

 %  of — 

Security 

institutional 
universe 

Wilshire 
5000 

Security 

institutional 
universe 

Wilshire 
5000 

Digital  Equipment 

1.4% 

0.8% 

Exxon 

0.9% 

3.0% 
 . 

K  mart 

0.6 

0.3 

IBM 

2.7 

4.3 

Tandem  Computers 

0.3 

0  1 

AT&T 

0.4 

1.6 

Cray  Research 

0.3 

0.1 

British  Petroleum 

0.2 

12 

Ford  Motor 

1.0 

0.8 

General  Electric 

l.S 

2.3 

Apple  Computer 

0.3 

0.2 

BellSouth 

0.3 

1.1 

General  Re 

o.s 

0.3 

Royal  Dutch  Pete 

0.7 

1.5 

Squibb 

0  5 

0.4 

EI  du  Pont  de  Nemours 

0.6 

12 

Occidental  Petroleum 

0.4 

0.3 

BAT  Inds 

0.1 

0  6 

NCR 

0.4 

0.2 

Bell  Atlantic 

0.3 

0.8 

Do  the  institutions  like  Ford  more  than  GM?  Not  really, 
but  Ford's  one  class  of  common  accounts  for  a  larger 
portion  of  the  total  capitalization  of  the  consumer  dura- 
bles sector  than  GM's  largest  common  class.  When  GM's 
class  E  and  class  H  stocks  are  added  in,  the  firm's  total 


capitalization  is  raised  by  more  than  $5  billion.  During  t. 
last  three  months  the  institutions  unloaded  defensi 
stocks  such  as  consumer  nondurables  and  interest-sen: 
tive  groups  such  as  utilities  and  finance  shares.  Showi 
biggest  gains  were  capital  goods  and  consumer  durables 


Sector  activity  and  top  holdings 

%  of  institutional  portfolio: 

|  most  recent  quarter        ^  previous  quarter 

Capital  goods 

4.7%  4.5% 

Consumer  durables 

5.0%  4.8% 

Consumer  nondurables 

28.3%  28.4% 

total  return 

total  return 

total  return 

General  Electric 

22.7% 

Ford  Motor 

51.3% 

Philip  Morris 

19.5% 

Emerson  Electric 

25.1 

General  Motors 

20.3 

Merck 

25.3 

Westinghouse  Electric 

16.3 

Chrysler 

50.4 

Eastman  Kodak 

13.3 

Caterpillar  Tractor 

20.6 

Goodyear  Tire  &  Rubber 

31.1 

K  mart 

43.7 

Cooper  Industries 

33.9 

Whirlpool 

12.2 

Sears,  Roebuck 

29.2 

Energy 

9.9%    9  7% 

Finance                               13.1%  13.9% 

Raw  materials 

13.8%  13.3% 

total  return 

total  return 

total  return 

Exxon 

23.6% 

American  Express 

32.0% 

EI  du  Pont  de  Nemours 

34.3% 

Royal  Dutch  Petroleum 

23.4 

American  Intl  Group 

18.7 

Dow  Chemical 

35.4 

Amoco 

23.5 

General  Re 

6.9 

Waste  Management 

32.0 

Chevron 

25.1 

Aetna  Life  &  Casualty 

11.0 

Allied-Signal 

15.5 

Mobil 

20.2 

Cigna 

-3.7 

Monsanto 

3.3 

Technology 

14.8%  14.8% 

Transportation 

3.8%  3.7% 

Utilities 

6.6%  6.9% 

total  return 

total  return 

total  return 

IBM 

26.1% 

Union  Paciiic 

21.7% 

Southwestern  Bell 

5.8% 

Digital  Equipment 

54.3 

CSX 

GTE 

7.2 

Hewlett-Packard 

35.9 

AMR 

—2  6 

Nynex 

4.6 

Minnesota  Mng  &  Mfg 

11.7 

Delta  Air  Lines                            14  5 

Pacific  Telesis 

1.5 

ITT 

12.4 

Ryder  Swem 

21. 

ATcvT 

-4.4 
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Art  of  a  new  life'' 


tools  found  their  way  into  his  work.  He 
has  reaped  wide  artistic  recognition  in- 
cluding commissions  from  the  Tangle- 
wood  Music  Festival.  For  John  Stritch  of 
Hinsdale,  Massachusetts,  it's  the  begin- 
ning of  a  new  lif  etime.  New  lifetimes  are 
lived  with  Modern  Maturity,  the  maga- 


zine of  mature  America.  Modern 
Maturity's  circulation  right  now 
is  15.8  million,  up  incredibly 
from  last  years  13  million.  For  in- 
formation on  advertising  to 
mature  America,  please  call 
Peter  Hanson  at  (212)  599-1880. 


lodern  Maturity 

The  beginning  of  a  new  lifetime 


A  PUBLICATION  OFAARP 


4MERZBANK  ^fe. 


«Excellence 
is  always  anchored 
in  perseverance  » 


Solid  Performance  in  1986 


Earnings  up  again 

Higher  dividend  on  increased  capital 


A  notable  increase  in  business 
volume  coupled  with  expanded 
market  shares  in  most  sectors  of 
activity  highlighted  Commerz- 
bank's  performance  in  1986.  Equal- 
ly important,  the  year  featured  un- 
abated sound  profitability  in  all  of 
the  bank's  operations.  The  Group's 
equity  base  was  further  strength- 
ened by  nearly  DM  1  billion,  and 
sizeable  investments  were  once 


Commerzbank  Group  Highlights 

in  DM  billion     1986  1985 

Total  assets  1482 

1372 

Borrowed  funds 

up  to  4  years  95.9 
4  years  and  over  44.4 

90.1 
40.6 

Total  lending  102.7 

94.9 

Capital  and  reserves  49 

3.9 

more  made  in  staff  and  banking 
technology. 

For  both  the  Parent  Bank  and 
the  Group,  1986  earnings  surpassed 
the  record  results  of  the  previous 
year.  Interest  and  fee  income  post- 
ed particularly  healthy  gains  as 
syndication  business  was  intensi- 
fied and  trading  activities  contin- 
ued strong  Asset  management 
and  broker/dealer  services  also 
enjoyed  a  buoyant  year. 

Lending  operations  were  most 
satisfactory  At  Group  level,  the 
credit  volume  for  the  first  time  ex- 
ceeded DM  100  billion,  with  some 
80%  of  the  international  loan  port- 
folio concentrated  in  industrialized 
countries. 

Robust  earnings  supportec  by 
thriving  business  across  the  >ard 
enabled  Commerzbank  to  ra.  e  its 
dividend  from  DM  8  to  DM  9  per 


DM  50  nominal  share.  1987  got  of 
to  a  good  start,  too,  although  chang 
ing  overall  conditions  could  make  tr 
going  tougher  as  the  year  proceed 

For  further  information,  please  contact: 

Commerzbank  AG.  Atlanta  Agency 

1360  Peachtree  St.  N.E..  Suite  1720,  Atlanta 

G  A  30  309.  Telephone:  (404)  873-6868 

Telex:  ITT  461 1085  cbk  aH 

Commerzbank  AG,  Chicago  Branch 

55  East  Monroe  Street,  Suite  4640,  Chicago 

IL  60603,  Telephone:  (312)  977-0400 

Telex:  WU  25  3360  commerz  ego 

Commerzbank  AG.  Los  Angeles  Branch 

707  Wilshire  Boulevard,  Suite  3627 

Los  Angeles,  CA  90017,  TeL:  (213)  623-8223 

Telex:  ITT  472  0321  cbkla  ui 

Commerzbank  AG,  New  York  Branch 

55  Broad  Street,  New  York.  N.Y  10004-2552 

Telephone:  (212)  208  6200,  Telex:  ITT  42  3561  cb 

sSt 

Commerzbank 

German  knowhow  in  global  financ 


tetS:  Frankfurt,  international  Network:  Amsterdam,  Antwerp,  Atlanta.  Barcelona.  Beijing,  Brussels,  Buenos  Aires,  Cairo,  Caracas,  Chicago, 
Hong  Kor.    lakarta,  Johannesburg,  London,  Lot,  .Angeles,  Luxembourg,  Madrid,  Manama  (Bahrain),  Mexico  City,  Moscow,  New  York, 
Osaka,  Paris,  Rio  de  Janeiro,  Rotterdam,  Sao  Paulo,  Singapore,  Sydney,  Tehraa  Tokyo,  Toronto,  Zurich. 


Capital  Markets 


MONEY  &  INVESTMENTS 

Look  on  the  bright  side.  The  recent  bond 
fund  panic  has  opened  up  some  nice 
buying  opportunities. 

APRIL  SHOWERS 


By  Ben  Weberman 


I  Other  publications  have  been  filled 
I  with  stories  about  humongous  re- 
:  demptions  by  individuals  of  their 
I  holdings  in  bond  funds,  both  tax- 
!  exempt    and    U.S.  government. 
I  These  reports  have  not  said  much 
;  about  what  to  do  with  money  taken 
1  out  of  funds.  Here's  my  answer:  Buy 
J  individual  bonds. 
\\    The  funds  have  been  hit  hard 
J  since  the  end  of  March.  One  reason 
1  is  that  taxpayers  parked  money  in 
these  funds  prior  to  Apr.  15  tax  pay- 
ment time.  Bond  markets,  in  fact, 
dropped   most   severely  between 
Apr.  13  and  Apr.  20,  giving  up 
enough  in  price  to  add  more  than 
1%  to  the  yield  of  some  bonds. 
A  more  important  reason  is  fear  of 
i  a  deteriorating  dollar — witness  the 
surging  quotes  for  silver  and  Japa- 
nese yen.  If  a  weak  dollar  is  going  to 
bring  on  high  interest  rates,  better 
to  get  out  of  long  bonds. 

I  am  not  persuaded  that  interest 
rates  are  going  to  keep  climbing.  I 
think  the  market  will  come  back 
and  rescue  those  who  stood  pat.  For 
those  who  did  pull  large  sums  out  of 
bond  funds,  my  advice  is:  Get  a  good 
bond — not  stock — broker  and  buy 
i  some  individual  issues. 

Where  are  the  good  buys?  It  may 


Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


seem  a  bit  paradoxical,  but  the  fire- 
sale  prices  are  frequently  being 
found  on  the  most  desirable  mer- 
chandise. For  example,  premium- 
quality,  long-term  New  York  and 
California  bonds  are  so  depressed 
that  they  are  yielding  almost  as 
much  as  issues  from  low-tax  states 
such  as  Florida.  Under  normal  cir- 
cumstances, New  York  bonds,  avid- 
ly sought  by  New  York  residents, 
pay  about  30  basis  points  (0.3% )  less 
than  Florida  bonds.  If  you  live  in  a 
high-tax  state,  now  is  the  time  to 
shop  for  local  bonds. 

Taxable-bond  bargains  are  to  be 
found  in  Treasury  issues  due  in 
about  10  years.  In  early  March,  be- 
fore the  decline  in  prices,  10-year 
Treasurys  were  yielding  30  basis 
points  (0.3%)  less  than  a  30-year 
issue.  Reason:  The  longer  Treasurys 
have  higher  market  risk  and  inves- 
tors demand  a  higher  yield.  But  in 
the  current  bond  panic  the  medium- 
term  Treasurys  are  yielding  only  18 
basis  points  less  than  the  yield  on 
long  Treasurys.  If  you  want  a  medi- 
um-risk Treasury,  now  is  the  time 
to  buy  it. 

But  why  are  New  York  and  Cali- 
fornia bonds  going  so  cheap?  It  goes 
back  to  those  mass  redemptions  at 
the  funds.  On  one  bad  day,  Nuveen 
funds  ordered  a  suspension  of  tele- 
phone redemptions  by  retail  bro- 
kers. Among  the  lists  of  bonds  of- 
fered for  bids  during  the  April  panic, 
Vanguard's  $100  million  was  speci- 
fied as  in  need  of  next-day  settle- 
ment instead  of  the  usual  five  days. 
Obviously,  the  funds  were  very 
short  of  cash  tor  redemptions. 

In  unreceptive  markets,  such  as 
those  of  the  past  month,  when 
funds  arc  forced  to  unload  parts  of 
their  portfolios,  they  find  that  they 


would  have  to  take  an  enormous 
discount  to  sell  issues  with  low  rat- 
ings or  no  ratings  or  those  whose 
fortunes  have  turned  down  since 
original  purchase. 

So  if  you  have  to  sell  in  a  hurry, 
you  sell  the  California  and  New 
York  general  obligations,  and  leave 
the  Dogpatch  Drainage  District 
bonds  in  the  portfolio  in  hopes  that 
the  market  will  recover. 

Sale  of  the  best-quality,  most  liq- 
uid issues  to  raise  cash  leaves  the 
dregs  in  the  funds'  portfolios.  Inves- 
tors would  be  wise  to  avoid  making 
new  commitments  in  muni  bond 
funds.  Why  pay  premium  prices  for 
the  pits? 

Meanwhile,  low  prices  keep  crop- 
ping up  in  intermediate  Treasurys, 
because  selling  or  shorting  Trea- 
surys is  a  way  brokers,  pension 
funds  and  mutual  funds  hedge  mar- 
ket positions  when  nothing  else 
will  do.  In  markets  like  those  cur- 
rently prevailing,  not  only  munici- 
pals but  big  blocks  of  mortgage- 
backed  issues  and  most  corporates 
are  hard  to  sell.  The  medium-term 
Treasurys  are  more  commonly  used 
in  such  hedging  trades  than  longer 
issues,  because  they  do  a  better  job 
of  matching  long-term  munis  in  in- 
terest-rate sensitivity. 

Here  are  some  of  the  attractions 
in  the  tax-exempt  market.  New 
York's  Municipal  Assistance  Corp. 
bond  came  to  market  Mar.  16. 
Among  these  were  6%s  priced  at 
par.  They  sold  out  at  initial  market- 
ing. Five  days  later  they  were  still  at 
99.  By  Apr.  20  these  bonds  were 
trading  at  89,  to  yield  8%  to  maturi- 
ty. Most  of  that  decline  took  place 
in  a  one-week  period  between  Apr. 
13  and  Apr.  20. 

Jersey  Turnpike  7.20s  of  2018 
were  trading  at  99  just  before  tax 
week  and  were  changing  hands  at 
895/s  a  week  later,  after  touching  a 
low  of  87%.  Yield  to  a  new  buyer  is 
8.25%,  up  from  7.3%  when  the 
bonds  were  at  99. 

But  caution:  It  is  imperative  to 
deal  with  a  salesperson  who  knows 
the  municipal  bond  market,  a  spe- 
cialty as  far  removed  from  stock- 
picking  as  is  hog  futures  or  tax  shel- 
ters. It  is  also  extremely  important 
to  have  a  salesperson  who  will  not 
overcharge.  A  fee  of  1  point  (retail 
commission  and/or  markup)  over 
the  wholesale  asked  price  is  usually 
more  than  enough  on  a  $25,000 
trade.  And  the  difference  between 
the  wholesale  bid  and  asked  must 
be  no  more  than  0.75%.  ■ 
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Growth  Stocks 


MONEY  &  INVESTMENTS 

If  you  haven  t  been  spoiled  by  the  big 
stock  gains  of  the  past  few  years,  and  are 
maybe  a  bit  afraid,  here  s  a  way  to  get . . . 

15%  WITH 
LITTLE  RISK 


By  Kenneth  L.  Fisher 


Here's  the  deal.  You  get  8%  annual- 
ly, cash  in  hand.  You  get  a  good  shot 
at  15%  or  more  in  total  return,  and 
with  no  more  risk  than  if  you  were 
buying  high-grade  corporate  bonds. 
Interested?  You're  probably  not,  be- 
cause everyone  now  makes  25%  per 
year  in  the  stock  market,  probably 
you  included. 

But  if  you  haven't  lost  touch  with 
reality  and  if  8%  to  15%  with  safety 
still  sounds  sensible  to  you,  I  have  a 
suggestion:  Take  a  look  at  convert- 
ible bonds.  Not  all  convertible 
bonds.  Buy  convertibles  where  the 
premium  to  investment  value  is 
small  or  nonexistent. 

Let's  step  back  a  bit.  A  convert- 
ible is  a  corporate  bond  with  the 
right  to  swap  the  bond  for  a  speci- 
fied number  of  shares  of  the  corpor- 
ation's stock  at  the  holder's  option. 
If  the  stock  rises  enough  to  make 
the  shares  worth  more  than  the 
straight  bond  value,  the  convertible 
will  thereafter  rise  in  exact  propor- 
tion to  the  stock. 

Most  folks  buy  converts  with  the 
stock  already  above  that  "conver- 
sion value"  so  the  bond  trades  based 
on  the  stock.  Buyers  think  the  bond 
is  just  like  the  stock  but  with,  in 


Kenneth  I.  Fisher  is  a  Wuuciside,  Calif -based 
money  manager  His  second  hook,  The  Wall 
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many  cases,  a  much  better  yield. 

The  trouble  is  you  double-expose 
yourself  to  the  current  high  level  of 
stock  prices.  The  bond  will  drop  if 
the  stock  does,  but  so  may  the 
bond's  underlying  value.  The  rea- 
son: Stock  declines  are  often  worst 
as  interest  rates  rise,  making  bond 
prices  fall.  In  such  an  environment 
converts  commonly  drop  signifi- 
cantly more  than  their  underlying 
stocks. 

Some  folks  dislike  converts  be- 
cause technically  they  are  subordi- 
nate to  straight  corporate  bonds  in  a 
bankruptcy.  But  if  you  study  the 
history  of  companies  emerging  from 
Chapter  1 1  proceedings,  you  see 
that  statistically  the  bond  repay- 
ment characterization  of  converts 
in  reorganization  varies  only  insig- 
nificantly from  other  corporate 
bonds  (almost  all  of  which  are  also 
general  faith  unsecured  debt). 

Here,  then,  is  the  kind  of  convert  I 
like:  Imagine  one  that  isn't  trading 
above  conversion  value  and  has  the 
following  five  features.  First,  the 
underlying  issuer  has  a  balance 
sheet  that  won't  quit.  Next,  to  re- 
duce risk  further,  see  that  the  con- 
vertible issue  you're  considering  is  a 
big  part  of  the  outfit's  total  debt — so 
there  aren't  lots  of  other  mouths  to 
feed  if  tough  times  crop  up.  Third,  is 
the  yield  to  maturity  competitive 
with  nonconvertibles  of  companies 
with  similar  balance  sheets? 

Fourth,  the  spread  between  the 
stock  price  and  the  conversion  price 
should  be  small  enough  so  that  the 
stock  needs  to  rise  only  a  few  per- 
cent per  year  over  the  bond's  lite  to 
put  you  "in  the  money."  Fin  'lly,  see 
that  the  stock  sells  at  a  low  pnee-to- 
sales  ratio  so  you  know  the  stock 
has  room  to  rise. 


With  a  convert  like  that,  you're 
getting  a  competitive  bond  return. 
But  if,  over  the  bond's  life,  the  stock 
rises  more  than  a  few  percent  annu- 
ally, you  get  any  and  all  additional 
appreciation.  Since  numerous  stud- 
ies show  that  stocks  have,  on  aver- 
age, returned  about  9%  annually 
over  the  last  60  years,  it  isn't  hard  to 
see  why  you  might  make  15% -plus 
per  year.  That's  8Vi%  yield  upfront, 
plus  9  minus  2  (2%  to  get  in  the 
money),  or  7%  annually  from  po- 
tential appreciation.  If  you  pick 
your  issues  carefully,  you  may  do 
even  better. 

Where  do  you  find  such  convert- 
ibles? Here's  one: 

Brown  &  Sharpe  9'/-/  converts  ma- 
ture in  2005.  This  instrument  and 
machine  toolmaker's  finances  are 
rock-steady,  with  only  $25  million 
of  long-term  debt,  vs.  stockholders' 
equity  of  $85  million.  Of  the  debt, 
$19  million  is  this  convertible  is- 
sue. So  there  is  only  $6  million  of 
senior  debt.  The  current  ratio  is  3.0, 
almost  twice  as  strong  as  the  overall 
industry's.  Cash  flow  from  depreci- 
ation is  big,  too,  potentially  repay- 
ing all  the  debt  in  only  four  years. 

Yet  these  converts  sell  at  $99, 
which  means  they  yield  9.4%.  So 
they're  very  competitive  with  other 
long-term  yields.  The  stock  is  $18, 
but  if  it  ever  gets  above  $35,  any 
additional  gain  goes  to  the  converts. 
How  likely  is  $35?  With  time,  the 
odds  are  good.  The  stock  hasn't  hit  a 
new  high  in  eight  years.  At  46%  of 
sales  it's  valued  at  less  than  40%  of 
the  overall  stock  market's  price/ 
sales  ratio.  And  Brown  &  Sharpe 
sells  at  only  83%  of  book  value. 

So,  if  this  bull  market  continues, 
$35  isn't  impossible  to  envision. 
What  about  if  this  bull  market  be- 
comes bulloney?  Over  the  bond's 
remaining  18-year  life,  it  still  takes 
only  3'/2%-per-year  stock-price  ap- 
preciation to  get  the  current  $18 
price  to  $35.  If  Brown  &.  Sharpe  re- 
mains listless  now,  but  a  1990s  bull 
market  gives  it  a  moderate  boost  (so 
that  it  averages  merely  a  6%  annual 
gain  over  these  18  years),  long-term 
bondholders  will  still  get  2'/2%  of 
that.  That  leaves  a  fine  12%  total 
return  on  these  bonds. 

Are  there  lots  of  other  converts 
iike  Brown  &  Sharpe's?  No.  But 
here  are  a  few  others  worthy  of  con 
sideration:  Sealed  Power  9s  @  2010 
priced  at  112;  Norton  9'/?s  (&  2005 
,  aced  at  104,  Kollmorgen  8.75s 
)9,  ;>nced  at  90;  and  Ainel  8s 
2013,  priced  at  101.  ■ 
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MONEY  &  INVESTMENTS 

I  As  IBM's  PCs  become  more  powerful,  users 
become  less  so.  A  victory  for  management 
information  folks  over  the  mavericks. 

CHILDHOOD'S  END? 


By  Esther  Dyson 


As  a  child  I  loved  summer.  In  shorts 
and  a  T  shirt,  I  roamed  freely, 
climbed  trees,  built  traps  to  catch 
the  children  next  door.  Freedom.  As 
an  adult  I  wear  clothes  that  prevent 
me  from  hanging  upside  down  by 
my  knees  and  cause  people  to  ad- 
dress me  as  "Miss." 

The  same  bittersweet  thing  is 
happening  to  IBM's  personal  com- 
puter. Conceived  more  or  less  as  a 
gadget  by  an  IBM  independent  busi- 
ness unit  and  built  from  off-the- 
shelf  components,  the  PC  is  grow- 
ing up  and  taking  its  place  in  an 
integrated  office-systems  family. 

The  original  IBM  PC  was  a  stand- 
alone machine  sold  by  outside  re- 
tailers— to  individuals  and  maver- 
icks in  companies.  The  new  Person- 
al System/2  that  IBM  is  now  rolling 
out  is,  by  contrast,  a  system  itself,  a 
configuration  of  IBM-built  parts 
joined  with  a  patent-applied-for 
communication  channel.  It  is  also 
part  of  a  system — one  component  in 
an  array  of  connected  IBM  main- 
frames, minis  and  micros. 

While  IBM  is  a  low-cost  manu- 
facturer, its  huge  overhead  ham- 
pers it  in  competing  with  hordes  of 
knockoff  artists  selling  through 
thousands    of    cutthroat  dealers. 


Esther  Dyson  is  editor  and  publisher  of  the 
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IBM's  share  of  the  market  it  creat- 
ed in  1981  has  halved,  from  80% 
in  1984  to  40%  currently.  IBM's 
solution  is  to  re-engineer,  using 
powerful  proprietary  components 
to  turn  the  clonable  box  into  a 
premium  product. 

So  now  the  PC  no  longer  has  to 
compete  on  a  straight  features-and- 
price  basis  with  the  clones  that  have 
been  eating  into  the  low  end  of  its 
market.  IBM's  latest  PCs  are  de- 
signed as  parts  of  a  continuum  of 
machines,  ranging  from  $5  million 
mainframes  to  $3,000  desktops. 
The  strategy  is  to  encourage  users  to 
go  IBM  all  the  way  rather  than  to 
mix  and  match. 

This  shift  toward  a  system  repre- 
sents not  just  IBM's  internal  eco- 
nomic needs  but  also  a  power  shift 
within  businesses.  Personal  com- 
puters initially  represented  a  coun- 
terforce  to  mainframes  and  minis: 
They  empowered  the  individual, 
gave  him  the  ability  to  solve  his 
own  problems,  quickly  and  without 
the  help  of  the  experts  in  the  com- 
puter department  upstairs.  While 
mainframes  need  special  rooms  and 
attendants,  PCs  come  one  to  a  per- 
son. Users  of  PCs  within  compa- 
nies didn't  want  the  experts' 
"help,"  but  they  did  want  their 
data.  They  wanted  it  quickly,  and 
they  wanted  it  electronically.  Thus 
came  the  importance  of  links  be- 
tween PCs  and  a  company's  other 
systems.  The  notion  of  using  a  PC 
to  communicate — not  only  to  com- 
pute or  word-process — underlies 
IBM's  Personal  System/2. 

This  shift  is  clearly  reflected 
in  IBM's  advertising.  Instead  of 
Charlie  Chaplin,  the  lonely  man  re- 
taining his  humanity  in  a  world  of 
technology,  we  see  the  team  from 


MASH,  wholesome  team  players 
who  are  working  together  to  solve 
business  problems. 

The  implications  of  Charlie-out, 
A/AS7/-in  abound  in  the  Personal 
System.  It's  great  to  communicate, 
but  you  want  to  be  able  to  do 
useful  work  at  the  same  time,  and 
so  the  new  machine's  operating 
system  (out  early  next  year)  will 
allow  two  or  more  programs  to  run 
at  once.  Moreover,  the  data  you 
send  and  receive  should  be  intelli- 
gible to  a  variety  of  programs,  and 
so  the  new  software  includes  speci- 
fications for  data  exchange.  A  spe- 
cial IBM-only  option  will  include 
communications  support  and  a  PC 
version  of  IBM's  mainframe  DB2 
database,  rapidly  becoming  a  stan- 
dard of  the  industry. 

And  to  make  the  software  easier 
to  use  and  to  try  to  impose  some 
consistency  across  programs,  IBM 
will  include  its  Presentation  Man- 
ager, a  version  of  Microsoft's  Win- 
dows, in  the  new  operating  soft- 
ware. Again,  this  assumes  you  will 
be  using  more  than  one  program  at  a 
time,  and  that  you'd  like  them  to 
look  the  same  way  and  appear  si- 
multaneously on  your  screen  in  sep- 
arate windows. 

Users  will  pay  a  price  for  gaining 
the  added  access  and  power.  Soft- 
ware can't  benefit  from  this  new 
environment  of  connectivity  with- 
out being  written  expressly  to  do 
so.  Users  who  were  able  to  program 
the  old-style  software  themselves 
will  find  it  more  difficult  to  use  the 
new  operating  system,  and  its  com- 
plexities will  make  applications 
slower  to  run  and  tougher  to  learn. 
Users  will  be  more  dependent  on 
the  experts.  And  on  IBM.  While 
competitors  can  offer  parts  of  the 
solution,  only  IBM  can  offer  a  total 
IBM  environment. 

But  as  the  machines  become 
more  powerful,  the  users  become 
less  so.  Unlike  the  early  PC,  the 
new  ones  will  require  a  technician 
to  fix  them. 

IBM  is  doing  the  right  things  in 
speeding  up  its  hardware,  making  it 
part  of  a  larger  IBM  offering,  and 
developing  a  powerful  new  operat- 
ing system  with  Microsoft  and  ap- 
plications with  Lotus.  But  I  can't 
help  wondering  if  IBM  the  grown-up 
is  stifling  the  creativity  of  its  youn- 
ger units.  As  mainframe  experts  sti- 
fle the  creativity  of  PC  users,  so  do 
large  companies  stifle  the  creativity 
of  entrepreneurs.  We  are  witnessing 
a  loss  of  freedom.  ■ 
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AMETEK  INC.  N 
AMETEK  REPORTS  RECORD  FIRST 
QUARTER  SALES  AS  EARNINGS  INCREASED 

Paoli,  PA  (April  23,  1987)  AMETEK,  Inc.  (nyse/pse  AME) 
today  reported  that  its  sales  in  the  three  months  ended 
March  31, 1987  were  the  highest  for  any  first  quarter  in  the 
company's  history. 

The  diversified  industrial  manufacturer  said  that  sales  in 
the  first  quarter  of  this  year  totalled  $143.9  million  and 
produced  net  income  of  $9.8  million  or  45  cents  per  share. 
In  the  first  quarter  of  1986  AMETEK  showed  a  profit  of  $9.2 
million  or  42  cents  per  share  on  sales  of  $141.3  million, 
which  stood  as  an  all-time  quarterly  sales  record  then. 

The  company's  Precision  Instruments  group  which,  ac- 
cording to  AMETEK  president  Robert  L.  Noland,  has  often 
been  an  indicator  of  the  strength  of  the  industrial  economy 
in  the  past,  has  shown  a  moderate  improvement  in  sales 
and  operating  profits  measured  both  quarter-to-quarter  and 
compared  to  the  fourth  quarter  of  1986,  while  new  orders 
strengthened  since  the  beginning  of  the  year. 

AMETEK's  president  added  that  the  company's  capital 
goods-related  Process  Equipment  group  continued  to  lag 
while  its  Industrial  Materials  group — mainly  engineered 
plastics  and  aluminum — maintained  steady  growth,  com- 
pared to  last  year's  first  quarter.  "The  Electro-mechanical 
group  showed  improved  sales  compared  to  last  year," 
Noland  said,  "primarily  because  of  the  steady  increase  in 
worldwide  demand  for  our  Lamb  Electric  motors." 

In  late  March  AMETEK  purchased  a  majority  interest  in 
Elettroromotori  Crema  S  PA,  an  Italian  electric  motor  man- 
ufacturer with  1986  sales  in  excess  of  $10  million.  Located 
near  Milan,  Elettromotori  Crema  was  purchased  for  an 
undisclosed  amount  of  cash. 

Three  months  ended  March  31. 
1987  1986 
Sales  $143,852,000  SU1.300.0O0 

Net  Income  9,841,000  9.171,000 

Earnings  Per  Share  .45  42 

Dividends  Per  Share  .25  25 

Average  Shares  Outstanding  21,946,72  3  22.033.203 

In  the  past  four  consecutive  quarters  AMETEK  has  earned 
$1.69  per  share 

(Contact:  Oarrah  Ribble,  AMETEK,  Inc.  Station  Square 
Two,  Paoli,  PA  19301.  Phone  ((215)  647-2121.) 

AFFILIATED  PUBLICATIONS,  INC.  A 

Boston,  MA— April  15,  1987.  Affiliated  Publications,  Inc. 
today  reported  that  first-quarter  1987  revenues  from  con- 
tinuing operations  were  $102,793,000  as  compared  with 
$91,492,000  for  the  first  quarter  of  1986,  an  increase  of 
12.4%. 

Income  from  continuing  operations  in  the  first  quarter 
was  $8,768,000  or  $.25  per  share  versus  $6,963,000  or  $.19 
per  share  for  the  comparative  period  in  1986.  The  first 
quarter  of  1987  was  affected  by  our  joint  venture  invest- 
ment in  cellular  telephone  and  paging  systems  with  McCaw 
Communications  Companies,  Inc.,  Kirkland,  Washington. 
Our  share  of  losses  from  the  joint  venture  reduced  income 
from  continuing  operations  by  $2,231,000  or  $.06  per  share. 

William  0.  Taylor,  chairman  of  the  board  and  chief 
executive  officer,  said  the  first-quarter  profits  were  the 
results  of  gains  in  all  categories  of  Boston  Globe  advertis- 
ing, which  were  up  5.7%,  led  by  a  10.4%  increase  in 
classified. 

Net  income  for  the  first  quarter  1987  was  $8,768,000  or 
$.25  per  share  versus  $6,094,000  or  $.17  per  share  for  the 
first  quarter  of  1S66.  Net  income  for  the  first  quarter  of  1986 
was  reduced  by  $.02  per  share,  due  to  losses  from  discontin- 
ued operations  of  the  radio  division  and  of  affiliates. 

Affiliated  Publications,  Inc.  is  the  parent  company  of 
Globe  Newspaper  Company,  publisher  of  New  England's 
largest  newspapers,  The  Boston  Globe  and  The  Boston 
Sunday  Globe.  It  also  owns  45%  of  the  common  stock  of 
n  jnications  Companies,  Inc.,  which  has  inter- 


ests in  cellular  telephone  and  paging  systems  In  addition, 
Affiliated  through  its  cellular  joint  venture  with  McCaw 
operates  ten  cellular  and  nine  paging  systems  throughout 
the  country.  Affiliated  also  owns  Globe  Pequot  Press  Inc., 
publisher  and  retailer  of  books.  On  March  20,  1987  Affiliat- 
ed announced  that  it  had  reached  an  agreement  to  acquire 
all  the  outstanding  stock  of  Billboard  Publications  Inc.,  New 
York.  Billboard  is  recognized  as  a  leading  publisher  of 
specialty  magazines  and  books  for  the  arts,  design,  photog- 
raphy, music  and  entertainment  markets. 

CONSOLIDATED  STATEMENT  OF  OPERATIONS 
(All  Amounts  in  Thousands  Except  Share  and  Per  Share  Amounts) 

First  Quarter 


3  29  87 

3/30/86 

Operating  Revenues: 
Advertising 
Circulation 
Other 

$84,653 
17,221 
919 

$73,925 
17,150 
417 

102,793 

91,492 

Operating  Expenses: 
Direct  costs  of  production 
Selling 

General  and  administrative 
Corporate 

Depreciation  and  amortization 

43,443 
22,910 
11,564 
843 
4,829 

A(\  7C0 

4U./D9 

21,343 
10.209 
597 
4,103 

83,589 

77,011 

Operating  Income 

19,204 

14,481 

Other  Income  (Expense): 
Interest  expense 
Interest  income 
Other,  net 

(442) 
989 
254 

(851) 
22 
81 

801 

(748) 

Income  From  Continuing  Consolidated 

Operations  before  income  taxes  20,005 
Provision  for  Income  Taxes  9,006 

13,733 
6.770 

Income  from  Continuing 
Consolidated  Operations 

10,999 

6.963 

Equity  in  Losses  of  Continuing 
Operations  of  Affiliates,  net  of 
related  income  tax  benefits 

(2,231) 

Income  from  Continuing 
Operations 

Loss  from  Discontinued  Operations: 
Loss  of  radio  division,  net  of 
related  income  tax  benefits 
Equity  in  loss  of  discontinued 
operations  of  affiliate 

8,768 

6,963 

(138) 
(731) 

NET  INCOME 

S  8,768 

$  6.094 

PER  SHARE  INFORMATION: 
INCOME  FROM  CONTINUING 

CONSOLIDATED  OPERATIONS 
Equity  in  loss  of  continuing 

Operations  of  affiliate 
INCOME  FROM  CONTINUING 

OPERATIONS 
Loss  from  discounted 

operations 

NET  INCOME 

Shares  used  in  per  share 
calculations* 


.31 
(.06) 
.25 


I  .19 


(02) 


.25 


$  17 


35,372,825  36,3^4,034 

*  Adjusted  for  the  three-for-two  stock  split  paid  in  Jar  iij  1986, 
and  the  two-for-one  stock  split  paid  in  January,  1987 
(Contact:  Daniel  On,  Vice  President,  Affiliates  Publica- 
tions, Inc.,  135  Morrissey  Boulevard,  Boston,  MA.  02107. 
Phone:  (617)  929-3035.) 


COMPUTER        GROUr  !NC.  N 
BUFFALC         April  i     Computer  Task    jup  inc. 

(CTG)  Thursar-  enounce,  record  results  for  the  first 

quarter  ended  '  'arch  31,  1987. 
Revenues  or  ;'n  million  were  up  20  percent  over  1986  s 

first  quarter,  while  operating  income  of  $2.4  million  was  up 

16  percent.  Pre-tax  income  of  $2.5  million  increased  3 


percent,  net  income  of  $1.4  million  was  up  8  percei 
earnings  per  share  of  19  cents  increased  6% — —(all 
levels  for  the  company). 

In  announcing  the  results  for  the  quarter,  Dai 
Campbell,  Chairman  of  the  Board  and  Chief  Exe 
Officer  stated:  'The  results  reflect  the  company's  con 
drive  to  become  the  major  supplier  of  profe: 
services." 

John  P.  Courtney,  President  and  Chief  Operations  ( 
attributed  the  results  "to  increases  in  the  core  bu 
units  for  the  company  plus  favorable  results  from 
acquisitions."  He  also  cited  "significant  contribution 
conversion  services  offered  by  the  company's  tech 
center.' 

Computer  Task  Group  Inc.,  is  the  largest  company 
United  States  specializing  in  software  development  o1 
mation  systems  for  commercial  applications,  ft  ei 
over  2,500  people  through  a  network  of  50  branch 
located  in  the  United  States,  Canada  and  the 
Kingdom. 

CTG  shares  are  traded  publicly  through  the  Nei 
Stock  Exchange  under  the  symbol  "TSK." 

COMPUTER  TASK  GROUP  INC. 
FINANCIAL  HIGHLIGHTS 

hmnuibh 

(Amounts  in  thousands  except  per  share  data) 

3  mo».  ended  3  mos  ended  Percei 

ll)C 


3/31/87 

3/31/86 

Revenues 

(39,328 

S32.711 

Operating  cost  and  expenses 

36,881 

30,609 

Operating  profits 

2,447 

2,102 

6.2% 

6.4% 

Net  interest  income 

83 

363 

Income  before  taxes 

2,530 

2.465 

6.4% 

75% 

Net  income 

1.443 

1331 

3.7% 

41% 

Net  income  per  average  weighted 

common  share  (EPS) 

.19 

(a)  18 

Weighted  average  common 

shares  outstanding 

7,751 

(a)7.462 

(a)  Restated  for  3-for-2  stock  split  5/86. 

(Contact:  William  P.  Adamucci,  Vice  President-Fil 
Computer  Task  Group  Inc.,  800  Delaware  Ave.,  Buff;| 
14209.  Phone:  (716)  882-8000.) 

P.S.M.  TECHNOLOGIES  INC. 

VANCOUVER,  B.C.,  April  9,  1987— (Listed  Var 
Stock  Exchange,  symbol  PSY)  It  is  my  pleasure  to  an 
to  our  Shareholders  that  the  official  signing  of  our  C 
ny's  participation  in  the  low-carbon  ferrochromium  : 
known  as  the  "SHERWOOD  Projecf'took  place  in  Po 
Oregon,  on  Friday,  April  3,  1987.  This  smelter  is 
constructed  at  the  International  Port  of  Coos  Bay,  Ore 
a  cost  of  $24,000,000  (U.S.). 

Pacific  Power  and  Light  Company  is  funding  the  pn 
the  amount  of  $2,000,000  (U.S.)  in  preferred  eflu 
incentive  electrical  supply  agreement  also  has  been  ne 
ed  subject  to  the  approval  of  the  Oregon  Public 
Commission.  This  agreement  provides  a  price  discount 
as  funding  for  transmission,  substation  and  other  ele 
facilities  in  the  amount  of  approximately  $4,000,000 
This  smelter  will  use  25/50  Megawatts  of  energy. 

Oregon  Governor  Neil  Goldschmidt,  working  in  conce 
the  State  Economic  Development  Department,  unc 
direction  of  Chairman  RogerSmith,  willco-ordinatethe  I 
major  financial  contribution  to  the  project.  Both  Gi 
Goldschmidt  and  Chairman  Smith  have  been  extrem 
operative  in  bringing  this  new  industry  to  Oregon. 

The  Oregon  International  Port  of  Coos  Bay  is  also  m; 
major  financial  contribution  in  the  form  of  a  'ully-s 
site,  including  a  deep-water  dock  on  very  attractive  te 
the  first  six  years.  Much  of  the  credit  for  this  goes  to  Mi 
G.  Martin,  Jr.,  the  Port  s  General  Manager,  who  has  woi 
months  to  bring  the  project  to  Coos  Bay. 

WOODING,  a  New  Jersey  corporation,  headed 
Wooding,  an  international  leader  in  the  metal  r 
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it  try,  will  license  to  SHERWOOD  Pacific  all  patents, 
i Kit  applications,  and  technology  and  will  construct  the 
<i  er  The  prototype  primary  melter  was  installed  at  full 
:  in  one  of  Arbed's  plants  in  Luxembourg  and  operated 
i  issfully  for  18  months. 

i  ;.M.  Technologies  Inc.  will  provide  $10,000,000  (U.S.)  in 
ijff  and  will  have  the  exclusive  right  to  supply  the  raw 
i  rial  to  the  project.  For  this,  it  will  receive  a  31.5% 
flist  directly  in  SHERWOOD  Pacific.  Initial  raw  material 
i,»me  from  Southern  Oregon  and  Northern  California 
vrties,  which  P.S.M.  Technologies  Inc.  owns  or  has 
option  from  Del  Norte  Chromium  and  Asamera  Metals 
I  Inc. 

i  irty  thousand  tonnes  of  L.C.F.C.  have  been  presold  on  a 
■i\)f  pay  basis  through  two  major  metal  companies  for  ten 
The  smelter  construction  will  be  completed  in  August, 
I,  and  commissioned  October,  1988.  Total  sales  in  the 
f,  full  year  of  production  will  be  $45,000,000  (U.S.) 

i  ssing  to  $60,000,000  (U.S.)  in  ten  years  with  a  gross 
v  of  35%. 

nding  for  the  project  will  commence  with  a  private 
■iment.  This  financing  will  be  anounced  as  soon  as  the 

ii  has  been  agreed  upon. 

•i  (is  News  Release  is  prepared  by  the  Management  of  the 
any  and  the  Vancouver  Stock  Exchange  has  neither 
tuved  nor  disapproved  the  contents  herein, 
intact:  William  Wood,  President,  P.S.M.  Technologies 
i.  (Suite  880),  789  West  Pender  Street,  Vancouver  BC 
i  H2.  Phone  (604)  669-3614.) 

I  \  PHARMACEUTICAL  CORPORATION  0 
NOVA  PHARMACEUTICAL  RECEIVES  PATENT  ON 
NEW  DRUGS  FOR  THE  TREATMENT  OF 
CENTRAL  NERVOUS  SYSTEM  DISORDERS 

LTIMORE,  MD„  April  14, 1987. . . .  Nova  Pharmaceutical 
mration  (NASDAQ:  NOVX)  announced  that  it  has  been 
ad  today  patent  number  4657899  from  the  U.S.  Patent 
f|:  on  its  new  drugs  for  the  treatment  of  central  nervous 

n  disorders  Patent  applications  have  also  been  filed  in 

countries  on  a  worldwide  basis, 
lis  novel  series  of  compounds  work  by  blocking  the 

tors  for  excitatory  amino  acids,  which  are  important 
i  icals  found  in  the  brain.  Scientists  have  found  that 
iiisy,  certain  neurological  disorders  such  as  Alzheimer's 
•j  se,  and  the  brain  damage  associated  with  stroke  may  be 
iid  to  an  overactivity  of  excitatory  amino  acid  systems.  In 
(lion,  there  is  evidence  that  excitatory  amino  acids  may 
i  i  role  in  anxiety  disorders  and  in  the  sensation  of  pain. 

he  drugs  covered  by  this  patent  may  represent  an 
i  sly  new  approach  to  the  treatment  of  neurodegenerative 
-  Jers,"  said  John  Lloyd  Huck,  Nova's  Chairman  and  Chief 
:  five  Officer. 

.  va  Phamaceutical  Corporation  is  a  leader  in  receptor 
'  ology  for  the  discovery  of  a  new  generation  of  pharma- 
:  :al  products. 

intact:  Donald  Stark,  President,  Nova  Pharmaceutical 
'ration,  5210  Eastern  Ave.,  Baltimore,  MD  21224-2788. 
;  (301)  522-9585.  Susan  Abert  Noonan/Anthony  J. 
),  Cameron  Associates  (212)  683-4545.) 

FLEX  INCORPORATED  A 

OICK,  PA.,  Apr.  15— Teleflex  Incorporated  (AMEX:  TFX) 
reported  that  revenues  for  the  first  quarter  ended  March 
987  increased  35  percent  to  $65,791,000  compared  to 
12,000  for  the  same  three  months  last  year.  Net  income 
jsed  23  percent  to  $4,660,000  or  $.42  per  share  for  the 
er  versus  $3,778,000  or  $.35  per  share  for  the  same 
1  in  1986. 

Comparative  Summary  of  Revenues  and  Earnings 
(Unaudited) 

tenths  Ended  Mar.  29,  1987     Mar  30.  1986 

es  $65,791,000  $48,912,000 

before  tares  7,766,000  6.297.000 

wne  4,660,000  $3778,000 

!S  per  share  $.42  $.35(a) 

usted  to  reflect  the  2-for-l  stock  split  distributed  in  June  1986. 

leflex  Incorporated  is  a  company  which  solves  engineer- 
foblems  by  the  development  and  application  of  new 
alzied  technologies. 

ontact:  John  F.  Schoenfelder,  Vice  President-Treasurer, 
ex  Incorporated,  155  South  Limerick  Road,  Limerick,  PA. 
8.  Phone  (215)  948-5100.) 
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Once  a  month 

Corporate  Report  Updates  enables  publicly  held  corpora- 
tions to  announce  important  developments  to  active  and 
influential  investors  who  regularly  read  Forbes.  This  low 
cost,  informational  advertising  service  appears  1 2  times  a 
year,  and  for  additional  impact  and  relevance,  Corporate 
Report  Updates  is  positioned  within  Forbes  magazine's 
popular  "Money  and  Investment"  editorial  section. 

Forbes'  720,000 
subscribers 

represent  one  of  the  most  important  investor  markets  in 
the  U.S.  99%  have  investment  portfolios  with  an  average 
value  of  $718,000,  88%  own  corporate  stock  with  an 
average  value  of  $551,000  and  over  half  are  involved  with 
advising  others  on  investment  decisions. 

If  your  company 

has  something  to  say  to  powerful  executives  and  active 
investors,  Corporate  Report  Updates  is  the  place  to  say  it. 

Forbes  means  results. 
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Sarah  Madison 
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5800  Eubank  N.E. 

Albuquerque,  NM  871 1 1 

(505)275-1282/3 
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Insights 


THE  INVESTOR'S  GUIDE 
TO  ECONOMIC  INDICATORS 

Charles  Nelson 

When  you  hear  the  prime  rate  is  falling 
or  the  Dow  is  up,  does  it  go  in  one  ear 
and  out  the  other?  Start  profiting  from 
those  numbers  with  this  layman's 
guide  to  the  indicators.  You'll  even 
learn  about  little-known  indexes  that 
yield  better  results  than  the  "majors"! 
(The  CPI  is  out-Dow  Jones  Commod- 
ity Spot  Price  is  in!)  $1795 


j  JOHN  WILEY  &  SONS 

At  your  bookstore. 


GOLD 
HOT  LINE! 

For  Latest  Quotes 
or  More  Information 


CALL  TOLL-FREE 


(800) 

Outside 


223-1080 

New  York  State 


CITIBANK 

V   PRECIOUS  METALS  CEN1 


MONEY  &  INVESTMENTS 


IECIOUS  METALS  CENTER 

399  ParlciAvenue 
New  York,  New  York  10043 


An  economy  i$  like  a  pendulum,  right? 
Wrong.  But  a  lot  of  investors  are  making 
the  assumption  that  the  analog  is  apt. 

IS  INFLATION 
ON  THE  WAY  BACK? 


By  Srully  Blotnick 


£1 


For  the  first  time  in  nearly  four 
years  more  than  half  of  the  inves- 
tors in  my  sample  feel  that  inflation 
is  about  to  stage  a  comeback.  Why 
do  they  feel  this  way? 

The  first  piece  of  evidence  that 
they  consider  convincing  has  to  do 
with  gold.  Even  investors  who  have 
no  interest  in  the  precious  metal  see 
the  price  per  ounce  jumping  S10  to 
S20  in  a  day  and  believe  that  some- 
thing important  is  going  on. 

One  corporate  operations  manag- 
er in  New  York  told  me:  "The  gold 
mining  stocks  have  had  a  hell  of  a 
move  here,  while  everything  else 
has  been  going  nowhere.  That's  the 
kind  of  thing  that  happens  near  the 
end  of  a  bull  market.  Inflation  will 
be  picking  up  again  soon." 

An  attorney  in  Chicago  who  fol- 
lows commodities  commented:  "I 
don't  care  about  gold,  but  I  do  care 
about  the  price  of  corn,  wheat,  soy- 
beans. The  general  trend  of  com- 
modity prices  lately  has  been  up. 
Inflation  is  just  around  the  corner." 

Fed  watchers  in  my  investor  sam- 
ple— and  there  are  many — feel  that 
they  have  a  strong  case  for  a  resur- 
gence of  inflation  in  the  near  iuture. 

Srully  Blotnick  is  a  business  ps .  >olo"ist 
and autlxjr  of  Ambitious  Men:  Then  Drives, 
Dream>  and  Delusions,  just  published  by 
Viking  fress. 


"The  Federal  Reserve  Board  has 
been  pumping  money  into  the  econ- 
omy like  crazy  for  the  last  few 
years,"  said  a  production  supervisoi 
at  a  toy  company  in  Los  Angeles, 
"and  now  that  money  is  finally  go- 
ing to  boost  consumer  prices." 

Playing  devil's  advocate,  I  asked, 
"Why  didn't  it  happen  earlier?"  A 
typical  reply,  from  an  electronics 
engineer  in  Boston,  who  also  com- 
pleted an  economics  major  at  MIT, 
"[Chairman  of  the  President's 
Council  of  Economic  Advisers)  Ber- 
yl Sprinkel  published  a  book  years 
ago  in  which  he  reported  that  there 
is  always  a  six-month— or  longer — 
lag  between  an  increase  in  the  mon- 
ey supply  and  an  increase  in  stock 
prices.  That's  why  the  inflation  rate 
hasn't  picked  up  yet."  Other  inves- 
tors who  agree  add,  "Until  now  the 
new  money  was  going  into  the 
stock  market,  and  I  don't  think  that 
that  will  continue  much  longer." 

In  the  minds  of  many  members  ol 
my  sample,  each  dollar  created  ulti 
mately  comes  to  a  fork  m  the  roac 
where  its  owner  must  choose  be- 
tween exchanging  it  for  a  stock  cer 
tificate  or  for  something  like  a  ste 
reo  or  automobile,  two  distinct 
modes  of  circulation. 

So,  with  the  stock  market  chum 
ing  rather  than  gaining  ground,  peo 
pie  figure  more  and  more  dollars 
must  be  moving  into  the  consume] 
goods  area.  Eventually,  that  will  put 
us  back  into  an  inflationary  situa 
tion  with  too  much  money  chasing 
too  few  goods.  This  simplistic  line 
of  reasoning  explains  why  many  in- 
vestors become  extremely  uneas> 
whenever  the  stock  market  shows 
signs  of  topping  out.  They  think 
that  if  stock  prices  don't  inflate 
then  consumer  prices  must. 
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j  With  so  many  people  adopting 
jjjhis  and  other  varieties  of  the  infla- 
|lion-is-coming-back  hypothesis,  it 
v/ould  be  a  mistake  to  shape  invest- 
;  aent  policy  to  conform  with  them, 
^j'or  instance,  many  have  begun  to 
liquidate  their  holdings  of  utility 
Itocks  because  of  fears  that,  as  with 
x  i  onds,  the  price  of  these  shares  will 
e  driven  lower  as  interest  rates  are 
riven  higher  in  response  to  a  rising 
nflation  rate.  The  production  su- 
ervisor  quoted  earlier  is  typical 
/hen  he  says,  "My  telephone  and 
lectric  utility  stocks  have  nowhere 
jo  go  but  down,  because  interest 
iates  have  nowhere  to  go  but  up." 

What  is  bothering  this  fellow  and 
housands  of  others  like  him  is  their 
elief  that  a  pendulum  never  stands 
;|  till.  If  it  pauses  anywhere,  it  does 
'  (to  only  at  the  end  of  a  long  swing, 
list  as  it  is  getting  ready  to  head  in 
fhe  other  direction, 
f  But  markets  are  not  weight-dnv- 
•  In  grandfather  clocks.  Interest  and 
iflation  rates  stayed  high  for  years 
•In  end  during  the  1960s  and  1970s, 
j'hey  went  in  only  one  direction.  In 
-ihose  days,  investors  who  expected 
^itie  pendulum  to  swing  back  lost 
1  pts  of  money  buying  bonds  at  6% 
(iterest,  thinking  that  they  couldn't 
l  |o  wrong,  fust  as  prices  and  interest 
^Jates  kept  rising  longer  and  went 
tauch  higher  than  people  expected 
"'hen,  both  could  stay  down  much 
-  ianger  than  expected  now. 
^1  The  economy  could  exhibit  slow 
;  'rowth  for  a  few  more  years  and 
lisplay  none  of  the  cost-push  or  de- 
liand-pull  factors  that  made  inf la- 
ion  so  virulent  until  the  early  part 
tf  this  decade.  Beware  the  dooms- 
;  ay  crowd,  now  rearmed  with  a  new 
ong.  Don't  be  stampeded  into  buy- 
lg  gold  shares  or  platinum  futures, 
/rule  selling  utility  stocks  and 
t  jhose  of  home  builders. 

Above  all,  this  is  not  a  time  to 
bandon  the  stock  market  entirely, 
in  the  false  assumption  that  rapidly 
ising  interest  rates  will  cause  the 
quity  market  to  sag  badly.  If  the 
larket  drops  precipitously,  it  will 
e  because  of  its  own  internal  dy- 
amics,  not  because  of  a  change  in 
andamentals.  However,  looking  to 
istify  any  downward  movement 
aat  does  occur,  investors  will  grab 
t  the  "return-of-inflation"  hypoth- 
sis.  What  then  will  they  do  when 
he  market  recovers  soon  after  its 
lharp  but  brief  decline? 
Better  to  sell  some  stocks  on  ral- 
les  but  hang  on  for  what  is  sure  to 
e  a  wild  ride.  ■ 


The  Rio  Grande 
Cutthroat  Trout 
are  biting 
at  Forbes 
Magazine's  / 
400-square-mile 
Trinchera  Ranch 
in  the  Colorado 
Rockies-and 
you're  invited  to 
try  your  luck. 


One  of  the  rarest  sporting 
fish  in  the  U.S.,  the  Rio 
Grande  Cutthroat  Trout, 
as  well  as  the  Yellowstone 
Cutthroat,  Rainbow  and  Brook 
Trouts  are  all  native  to  our 
streams  and  waiting  for  dedi- 
cated and  amateur  anglers  to 
hook-up  with  'em  at  the  Forbes 
Trinchera  in  Southern  Colorado. 

For  full  details  on  how  you  can 

spend  a  few  spectacular  days 
(maybe  bring  a  favorite  client?) 
in  this  magnificent  setting,  call: 
Fishing  Manager 

Forbes  Trinchera 

Fort  Garland,  CO  81133 
303/379-3263 


Ranch 


Whena401(k)plan  seems 
more  a  problem  than  a  benefit, 


udder. 


Establishing  and  main- 
taining a  401(k)  plan  for 
your  employees  should 
be  a  readily  attainable 
goal. 

At  Scudder,  we  deliver 
effective  401  (k)  programs 
which  feature  no-load 
mutual  funds.  We  under- 
stand the  retirement 
planning  needs  of  companies  like  yours 
so  thoroughly,  we  can  make  your  plan  a  virtually  turnkey  operation. 

Scudder,  Stevens  &  Clark  has  been  a  professional  money  manager 
since  1919,  and  now  manages  over  $30  billion.  Call  Scudder  today 
and  turn  our  experience  to  your  benefit.  1-800-323-6105  Ext.  998. 

For  more  complf  te  information,  including  management  fees  and  expenses,  call  for  a  current  pro- 
spectus. Read  c      ully  before  you  invest  or  send  money.  Scudder  Fund  Distributors,  Inc.,  Underwriter. 

SCUDDER 
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BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00/sq.  ft. 


Modem  technology,  excellent  craftsmanship,  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard features  not  found  in  homes  selling  at  twice  the  once 


•  Quality  Construction 

•  FHA  and  VA  Accepted 

•  Interior  Design 
Flexibility 


•  Fully  Insulated  •  Bulll-ln  Computer  Center 

•  Thermo  Pane  Windows  which  allows  the  home 

•  Cathedral  Ceilings         to  perform  many  tunc- 

•  Exterior  Decks  tlona  tor  the  occupants. 

EAGLE'S  NEST  HOMES  is  seeking  one  distnct  representative  to  establish  retail  sales 

Protected  Territory  No  Real  Estate  License  Required 

Factory  Training  Investment  Secured  by  Model  Home 

Unlimited  Income  Potential 

Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model  home 
Home  may  be  lived  in  or  used  as  an  office. 


Call  Mr.  Parti 
Phone  #  (404)  479-9700 
P.O.  Drawer  1569,  Canton,  GA  30114-1569 


REAL  ESTATE 


BUSINESS  OPPORTUNITIES 


ONCE-IN-A-LIFETIME 
OPPORTUNITY 

to  own  one  of  Wyoming's  most  scenic 
ranches.  Adjoins  Big  Horn  National  Forest 
for  4  miles.  7,200  acres,  all  deeded;  over 
1 ,000  irrigated  with  sprinkler  systems,  am- 
ple water  rights. 

Modern  equestrian  setup:  indoor  and  out- 
door arenas.  Three  modem  homes,  lots  of 
outbuildings  and  improvements,  all  in  very 
good  condition.  Three  live  streams  flow 
through  the  property,  providing  excellent 
fishing.  Deer,  elk.  and  antelope  are  plen- 
tiful right  on  the  ranch.  Hunting  is  out- 
standing. 

The  ranch  is  located  7  miles  northwest  of 
Buffalo.  Wyoming,  a  quiet  town  with  good 
schools,  up-to-date  hospital,  full-service 
airport  with  black-top  runway. 
Price  $2. 600,000.  Owner  will  finance. 
Brochure  on  request. 

CLAIR  ROBINSON,  Realtor 
P.O.  Box  27— Buffalo,  WY  82834 
(307)  684-5571 


BE  RICH  &  FAMOUS 
EARN  $100,000+  YR. 

Join  America's  hottest  new  music 
and  video  program  Imagine  your 
customers  buying  current 
records,  tapes  and  blank  video 
tapes  for  only  .50c  (fifty  cents) 

•  EXCLUSIVE  TERRITORIES  AVAILABLE 

•  FULL  PART  TIME  •  COMPLETE 
TRAINING  PROVIDED  •  OVERRIDES. 
RESIDUALS  •  WORK  FROM  YOUR 
HOME  •  NO  EXPERIENCE  REQUIRED  • 
MINIMUM  INVESTMENT  AS  LOW  AS 
$750,000. 

FEDER&L 

MUSIC  &  VIDEO  CLUB.  INC 
(305)  627-8677 
Mr  Kay  —  Anytime 


SARATOGA,  WYOMING— A  640- 
ACRE  retreat  17  miles  from  Saratoga, 
totally  surrounded  by  public  lands, 
nestled  at  the  confluence  of  two  sub- 
stantial mountain  streams.  An  attrac- 
tive log  lodge  and  cabins  in  good  con- 
dition with  all  amenities  has  provided  a 
base  camp  for  expeditions  into  the  sur- 
rounding mountains  by  2  major  univer- 
sities who  own  this  unique  property. 
The  property  has  been  ordered  sold  at 
$640,000  Contact  Hall  and  Hall, 
Inc.,  P.O.  Box  1924,  Billings,  MT 
59103  (406)  252-2155.  Exclusive 
Agent  for  the  Sellers. 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

.  .  If  you  have  a  sound,  successful 
business  background  with  high  past 
earnings,  can  easily  and  confidently 
communicate  with  business  leaders 
and  you're  in  a  position  to  call  your  own 
shots.  Utilize  your  talents  to  the  utmost 
in  a  fast  moving,  challenging,  profes- 
sional business.  We  are  seeking  only 
that  individual  who  can  relate  to  earning 
$250,000  and  more  per  year.  Complete 
training  and  continuous  support  pro- 
vided. We  are  a  17-year-old  interna- 
tional loan  finance  corporation  seeking 
directors.  $9,800  refundable  deposit 
will  be  required.  Principals  only 

Call  518-765-2016 


BUSINESS  OPPORTUNITIES 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  700  others  have,  ask  them 
Call  today  tor  free  information 

Printing  C«r.t»r* 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


FRANCHISE  CONSULTING  GROUP 

101  DerDy  St'eet  Hingham  MA  020 
In  Mass  (617)  740-2211 
Outside  Mass  (800)  358-801 1 


YACHTS 


aTMrrjkj/    15.000  BUSINESSES 
FROM  COAST 
*3B&9(  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327  9630 
y»V  in  Flo  call  800-633-4663 


DONATE  YOUR  BO* 

Receive  Cash  +  Tax  Savin 

With  a  bargain  sale  to  a  chanly.  our  caj 
purchase  +  your  income  tax  savings  $ 
you  a  substantial  financial  return 
Airplanes.  Real  Estate  &  Motor  VehicTI 

AMERICAN  INSTITU 
800-826-6840 
FL:  305-772-5773 


NO  WAY 

is  the  energy  crisis  over! 
Why  not  use  the  crisis  to  earn 
SERIOUS  MONEY 
by  selling  newly 
patented  product. 

800-344-9725  ext.  866 
800-338-7277  ext.  866  (in  Ohio) 


FINANCIAL  SERVICES 

r  IMMEDIATE  CASH  ™ 
FOR 

ACCOUNTS  RECEIVABLE 

NO  RED  TAPE— NO  DELAY 

TOWERS 
CREDIT  CORPORATION 

A  subsidiary  of  TFC  Towers 
Financial  Corporation,  on  OTC  Company 

200  Madison  Avenue 
New  York,  NY  10016 

212-696-0505 

Outside  New  York  State 

l    800-553-3322  a 


MISCELLANEOUS  FOR  Sj 

INVESTMENT  GEMSTO> 
GUARANTEED  LIQUIDIl 

Free  wholesale  catalog  Salisfacti^ 
for  20  years!  Member: 

Jewelers  Board  of  Trade 
Chamber  Commerce. 
HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville.  Kentucky,  42345 
TOLL  FREE  1-800-626-835 


FORBES 
MARKET/CLASSIFII 

is  published  in  the  first  issi 
each  month.  Advertising  c 
ing  date  is  one  month  pre< 
ing  date  of  issue. 

Frequency  discounts  aj 
able.  Payment  must  acc 
pany  order  unless  from 
credited  agency. 

FOR  ADDITIONAL  INFORMATlfl 
WRITE  OR  CALL: 

UNOA  LOREN 
FORBES  MARKET/CLASSII 

60  Fifth  Avenue/New  York.  NY  1 

(212)  620-2440 


Hunt  your  own  40  acres. 
Plenty  of  game  in  these  nil!  ' 
$30,000  and  up.  1%  down. 
9%  Financing. 

Call  303-379-3253 
Forbes  Wagon  Creek  R  anch 
Box  303 
Ft.  Garland,  CO  81133 


FAST  FACTS 
ABOUT  FORBES 
;  1SCRIBERS: 


♦Total  paid  circula- 
tion: 720,000 


♦  195,636  serve  on 
their  companies' 
board  of  directors 


★348,480  are  in  top 
management  positions 


★248,584  serve  on 
boards  of  one  or 
more  companies 

★Average  household 
income:  $138,935 


★709,920  own 
securities.  Average 
value:  $717,798 


★Average  Net  worth: 
$1,146,363 


forbes  Market/ 


AUCTION 


AUCTION 


■ 


ESTATE  AUCTION 

SATURDAY,  MAY  9,  11:00  AM-SUNDAY,  MAY  10,  1:00  PM 

Our  May  Auction  features  a  prominent  Dallas  Estate  .  .  .  includes 
fine  French  furniture,  Continental  porcelains,  fine  Oriental  carpets, 
oil  paintings,  18th  and  19th  Century  English  furniture,  marble  and 
bronze  statuary  and  more!  Over  750  lots!  We  are  the  Southwest's 
leading  gallery  for  Fine  Art  and  Antiques  .  .  .  located  only  45  minutes 
East  of  D/FW  Airport. 

CALL  (214)  226-1520  FOR  FREE  COLOR  BROCHURE 

CLEMENTS 

ANTIQUES  AUCTIONEERS  SINCE  1938 
"The  Southwest's  Premier  Auction  Gallery" 


INTERSTATE  20  EAST 
AT  FARM  RD.  740  EXIT 


ST.  LIC.  # 
TXE-018-006795 


FORNEY,  (DALLAS) 
TEXAS 


.  ERCHANDISE  WANTED 


WANTED: 

d  IBM  Selectnc  typewriters 
with  correction  feature. 
Call  Stephen  Katz 

(212)  831-6500. 


PRINTING/MAILING 


6800  ^^THE  KING 
-3400  TZ* ORGANIZATION 


1/6  LITHOGRAPHERS  •  KING  MAIL 
ENVELOPE  •  KING  DIRECT  RESPONSE 
KING  GRAPHICS 


OFFICE/COMPUTER  SUPPLIES 


Save  40%-80% 
on  all  your 
computer  &  office 
supplies! 


Choose  from 
24,680  items.. .all 
priced  at  1 5% 
over  dealer's 
cost!  90,000 
customers  know 
us  for  low,  low 
prices. 

For  info,  call 
(312)  256-7140 

DISK  WORLD!,lnc. 
629  Green  Bay 

Wilmette  IL  60091 


FORBES  BINDERS 


MERCHANDISE 


SLIP  CASES 
OR  BINDERS 


■ In  red  and  gold 
leatherette. 
Shpcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
J  $1  per  unit  postage  card 
Jj  andling.  Send  check  to: 
SSE  JONES  BOX  CORP. 
)ept.  FB,  P.O.  Box  5120 
||Philadelphia,  PA  19141 
'  Or  call  1-800-972-5858 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC  —the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
loot  sweat.  Short  treat- 
ment with  electronic 
Drionic  keeps  these 
areas  dry  (or  6  week 
periods  Recommend- 
ed by  dermatologists 
everywhere.  Send  for 
free  information. 
Clinical  studies 
available  to  physicians. 

GENERAL  MEDICAL  CO. 
Dept  FOB  / 
1935  Armacost  Ave 

Los  Angeles,  CA  90025 


UNDERARMS 


WINE  CELLARS 


WINE  CELLARS 


WlNECELLARS-USA 

#1  Seller  •  Original  American  Handmade 

Retail  YourCost 

440  Bottle  (Pictured)  $2495  $  1495 

7  00  Bottle  2  French  Doors  3495  1995 

880  Bottle  Twin  Unit   4495  2795 

2  20  Bottle  Vertical  1995  1195 

296BottleCredenza(2door)  2495  1495 

40  Bottle  Glass  door  (not  handmade)  499 
Wood  Construction  •  Oak  Exterior  •  Redwood  Racks 
Modular  wine  racks  from  1 2  to  20,000  bottles.  Request  our  wines 
&  cellar  catalog.  Lifetime  guaranty  on  racks,  5  yr  on  compressor. 

Olympic  Sales  Co.  since  1947 

839S.LaBreaAve.,  LosAngeles,CA90036  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    •    We  Ship  Anywhere. 


NATIONWIDE  CATERING 


EXECUTIVE  GIFTS 


Need  a  caterer 
.  .  .  anywhere? 

One  call  will  put  you  in 
touch  with  our  network  of 
[  over  600  professional 
licensed  caterers  nationwide. 

Our  members  are  the 
leaders  in  their  area.  They 
will  successfully  serve 
your  needs,  whether  it's  a 
grand  opening  gala,  a 
corporate  special  event,  a 
company  picnic  for 
thousands  or  a  boardroom 
luncheon  for  two.  Let  us 
simplify  your  job  of 
locating  the  right  caterer 
for  the  right  job. 
National  Institute  for 
Off  Premise  Catering 

1-800-633-7736 


CUSTOM 
STAND-UP  DESK 


3814  Kondren.  Houston,  Texas  77063 
(713)975-9721 
Outside  Texas  1-800-645-2065 


EXECUTIVE  SERVICES 


COMPUTER  SOFTWARE 


QUANTix  Portfolio  Evaluator 

3  0  Version  5  Quantitative  Valuation 
Models.  Cash  Flow.  Diversification. 
What-lf  Analysis.  Track  Performance, 
Commissions.  Sold  Positions.  Down- 
load/Upload Data  Multiple  Portfolios 
IBM/Clones  S395.  |800)  247-6354. 

5900  N.  Port  Washington  Rd., 
Milwaukee.  Wisconsin  53217 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  'fa"  |or 
state  widtfil  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  lor  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94 1 3  t        (415)  5S5-6I0O 


FITNESS/RECREATION 


WINE  INVESTMENT 


LIQUID  ASSETS 
AN  ALTERNATIVE 

A  BOOK  BY 
WM.  SOKOLIN 

HOW  TO  INVEST  IN 
RARE  WINES— MAY 
SEND  $25  TO  CD  DESIGN 
20  W  77  N.Y.,  10024,  NX 


FREE  ROWING  INSTRUCTIONS 
AND  VIDEOTAPE. 

Try  the  best  aerobic  exercise  and  have  some 
fun  on  the  water  too  Let  us  assist  you  in 
selecting  from  the  finest  shells  and 
ergometers,  to  meet  your  needs  Free  rowing 
instructional  video  to  all  shell  purchasers.  We 
ship  to  any  continental  U  S  location.  Call  or 
write  today.  ROW  HOUSE.  4  Maple  Grove 
Westport,  Connecticut  06880  (203)  222-0055. 


Forbes: 
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Commodities 

MONEY  &  INVESTMENTS 

diets.  That's  bullish  for  cattle. 

THERE'S  THE  BEEF 


By  Stanley  W.  Angrist 


For  all  the  noise  about  fitness  and 
the  anxiety  about  cholesterol,  beef 
is  still  the  meat  Americans  prefer 
over  anything  else  they  kill  for  the 
table.  It's  true  that  beef  has  lost 
market  share.  But  most  of  the  gains 
poultry  has  made  in  the  last  six 
years  have  come  at  the  expense  of 
pork,  not  beef. 

Still,  a  loss  there  has  been.  And  on 
top  of  that  there  has  been  an  impor- 
tant shift  in  taste  over  the  years 
among  beef  eaters  as  a  group — down 
with  choice  cuts,  up  with  hamburg- 
er. Result:  The  record  beef  herds  of 
1975  were  liquidated  on  a  grand 
scale  in  1978-79. 

But  there's  evidence  that  herds 
are  being  rebuilt.  If  that  continues, 
there  will  be  created  a  condition 
that  cattlemen  call  "whiplash."  To 
understand  its  workings  you  need 
to  know  a  few  facts  about  the  cattle 
cycle.  About  1.4  head  of  breeding 
inventory  are  required  to  produce  a 
calf.  Thus,  when  cattlemen  decide 
to  produce  1  million  head  fewer, 
they  brin?,  to  market  1.4  million 
head  more.  This  is  why  beef  produc- 
tion has  been  near  record  levels  in 
recent  years,  while  cattle  numbers 
have  declined. 


Stanley  U"  Angrist  is  a  u  'mnodity  specu- 
lator, consultant  and  loti^s  obserier  of 
.'iv  commo<iity  n  rirkets. 


The  same  leveraging  effect  oc- 
curs, of  course,  when  the  cycle 
heads  the  other  way.  When  cattle- 
men want  to  expand  their  herd  size 
by  1  million,  they  must  withhold 
1.4  million  head  from  the  number 
they  would  normally  bring  to  mar- 
ket. The  last  time  this  kind  of 
change  took  place  was  in  the  1978- 
79  cycle.  The  table  (below)  details 
the  impact  of  that  change  on  sup- 
plies. The  effect  on  prices?  In  1978 
choice  steers  were  selling  for  about 
52  cents  a  pound,  while  feeders  sold 
for  about  59  cents.  By  1979,  when 
the  whiplash  had  taken  full  effect, 
choice  steers  had  moved  up  29%, 
while  the  average  price  of  feeders 
had  increased  41%. 

If  cow/calf  operators  stop  liqui- 
dating herds  this  year,  beef  supplies 
will  drop  sharply.  Beef/cow  inven- 
tories are  now  9%  below  the  1979 
level.  So,  if  1987  should  become  the 


whiplash  year  in  the  cycle,  slaugl 
ter  of  cows  and  heifers  could  drc 
even  more  dramatically  than 
1979.  The  table  shows  the  potentu 
effect  on  supplies. 

Evidence  of  herd  rebuilding 
coming  in.*  The  January  Cattle-oi 
Feed  Report  showed  that  there  wei 
10%  fewer  heifers  in  feedlots  tha 
last  year,  as  opposed  to  2%  few* 
steers.  Cow  slaughter  has  remains 
below  year-ago  levels  each  wee 
since  December  1986.  Wholesai 
cow  beef  traded  at  a  $30  discount 
choice  steer  beef  in  November.  Th 
difference  narrowed  to  $7  in  Jam 
ary.  These  factors  suggest  that  tr 
holdback  has  begun  and  that  198 
will  be  the  whiplash  year. 

If  this  is  the  whiplash  year,  thei 
are  a  number  of  ways  to  play  it. 
the  Apr.  20  issue,  I  described  th 
synthetic  long  position  that  can  t 
created  using  options.  The  currer 
cattle  situation  looks  like  a  perfec 
application  for  this  technique.  Bu 
the  August  64  cattle  calls  and  se 
the  August  60  puts  at  the  bigge: 
credit  you  can  get.  Then,  even 
August  cattle  doesn't  make  a  stron 
advance  but  winds  up  between  6 
and  64  cents,  you  will  have  a  profi 
The  margin  will  be  the  debit  create 
by  the  option  purchased  plus  th 
futures  margin  that  has  to  be  put  u 
on  the  short  sale.  I  would  limit  m 
risk  to  no  more  than  $600.  Th 
trade  has  unlimited  potential  prof 
in  an  advancing  market.  ■ 

*  Commodity  Information  Systems,  a  fundama 
talsbased  market  serrice.  has  prepared  a  delailt 
analysis  on  the  cattle  market  You  can  get  a  cof 
and  a  two-month  trial  subscription  to  its  selectU. 
program  (S25)  by  catting  713-320-0112. 


If  beef  herds  expand  . . . 


The  cattle  market  completed  its  last  move  from  herd  liquidation  to 
herd  expansion  in  1978-79.  Note  that  as  heifers  and  cows  were  held 
back  from  slaughter,  beef  supplies  fell  precipitously.  Cattlemen  call  it 
the  "whiplash"  effect.  If  herds  expand  in  1987,  the  whiplash  could  be 
even  stronger,  because  total  inventory  of  cattle  (figures  not  shown)  is 
10%  below  1979  levels  and  beef/cow  inventories  are  15%  below  1979 
levels.  (Numbers  are  in  millions  of  head,  except  beef  production-in 
billions  of  pounds.) 


1978 

■1978-79  whiplash- 
1979  % 

change 

— Potential  1987  whiplash — 
1986          1987'      %  change 

Steers 

18.5 

17.4 

-6% 

17.5 

16.5 

-6% 

Heifers 

11.8 

9.7 

-18 

11.1 

9.1 

-18 

Cows 

8.5 

5.9 

-31 

8.0 

5.5 

-31 

Totals 

-15% 

-15% 

Beet  Production 

24.0 

21.3 

-11% 

24.2 

21.5 

-11% 

"Estimated. 

— 
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I       Accelerating  Business  Growth 
Through  Innovation  and  Entrepreneurship 


tiorbes  special  advertising 

>plement  appearing  in 
I  November  2, 1987 

And -Comers  issue. 
» closing:  September  7, 1987 

jj:lbes  "Capitalist  Tool"  will  focus  on 
*  how-to  spirit  of  innovation  and  entre- 
|()meurship  in  a  special  advertising 
:  iplement  appearing  in  the  November 
m"  987  Up-And-Comers  issue.  The 
„  iplement  will  highlight  the  achieve- 

ints  of  a  group  of  "innovation  win- 
-'  S,"  the  increasing  emphasis  on  top 

growth  within  the  business  com- 
j  lity,  and  research  which  shows  how 

'  Dvation  winners  succeed.  The  text 

'  be  prepared  under  the  direction  of 
;  Institute  for  Innovation  and  will 
j  ye  as  a  reference  and  guide  for  com- 

:  lies  aspiring  to  achieve  growth 
"!  i  leadership. 

bes'  Up-and-Comers  issue  is 
i  >eciaily  appropriate  to  carry  the  Inno- 
'  on  supplement.  The  issue  reports 

fastest  growing  small  companies  in 
:  erica  and  offers  advertisers  bonus 


newsstand  sales,  extended  advertising 
and  promotional  campaigns,  and  a 
highly  compatible  environment  for  the 
story.  Forbes  invites  companies  to 
take  advantage  of  this  opportunity  to 
position  themselves  as  leaders  and 
innovators  in  their  fields.  In  addition  to 
positioning  your  message  within  rele- 
vant and  compelling  text,  each  supple- 
ment advertiser  will  have  at  least  one 
innovation  success  story  included  in  the 
report. 

Supplement  Outline 


Accelerating  Bur  ness  Growth  Through 
Innovation  and  .  itrepreneurship 

will  cover  thes'  important  issues  and 
their  impact  on  American  business: 

•  The  emerging  importance  of  and 
emphasis  on  top  line  growth. 

•  The  role  s  of  innovation  and  entre- 
preneurship and  the  major  growth 
options  available. 

•  The  significant  barriers  to  growth 
as  determined  through  extensive 
research  and  analysis. 


•  Case  studies  showing  how  to 
eliminate  these  obstacles  to  achieve 
growth  and  innovation,  including  the 
implementation  of  "Growth  Action" 
programs. 

•  How  to  evaluate  growth  prospects, 
current  barriers  and  determine 
priorities. 

Participants  in  the  supplement  will  re- 
ceive valuable  merchandising  support, 
including  reader  service  card  listing, 
free  reprints  and  bonus  reprint  distribu- 
tion through  The  Institute  for  Innova- 
tion's educational  efforts  and  imple- 
mentation of  innovation  management 
systems.  Promote  your  company's  inno- 
vation and  leadership  by  participating 
in  this  special  opportunity.  For  reserva- 
tions and  information,  contact 
your  Forbes  representative  or  call 
Arnold  J.  Prlves  at  (2 1 2)  620-2224. 

Forbes 

Capitalist  Tool 


Streetwalker 


Edited  bv  Thomas  Jaffe 


Fundamentals,  with  a 
kicker 

Varian  Associates,  one  of  the  grand 
old  names  in  U.S.  technology,  re- 
cently made  a  12-month  high  of  32  on 
big  volume.  What's  cooking?  Maybe 
nothing  more  than  investors  rediscov- 
ering these  beaten-down  shares.  From 
63%  in  mid- 1983,  the  stock  had  fallen 
by  last  December  to  a  lowly  22% — for 
good  reason.  Between  the  delayed  in- 
troduction of  new  products,  a  weak 
semiconductor  market  and  more, 
earnings  fell  from  S3. 01  a  share  in 
fiscal  1984  to  a  70-cent-a-share  loss 
for  the  fiscal  year  ended  last  Sept.  30. 

But  analyst  Michael  Lauer  of  Op- 
penheimer  &  Co.  thinks  there's  more 
to  Palo  Alto,  Calif. -based  Varian  than 
just  a  quick  trading  profit. 

For  all  its  troubles,  S891  million 
(sales)  Varian's  balance  sheet  has  re- 
mained rock-solid.  Long-term  debt  is 
only  10%  of  total  capital.  Meanwhile, 
backlogs  are  at  record  levels,  with  the 
electron  device  group,  nearly  half  of 
sales,  accounting  for  much  of  the  rise. 

Semiconductor  equipment  remains 
the  biggest  problem  area.  The  busi- 
ness went  from  operating  profits  of 
$40  million  in  1984  to  a  S27  million 
loss  in  1986.  Although  Lauer  expects 
it  to  run  in  the  red  this  year,  he  looks 
for  operating  losses  of  only  S5  million. 

Lauer  estimates  earnings  will  re- 
bound to  85  cents  a  share  this  year. 
Then  in  fiscal  1988  he  predicts  a  re- 
covery to  S2.50  a  share.  So  Varian  now 
sells  for  a  P/E  of  12  times  next  year's 
estimated  earnings — a  reasonable 
multiple  for  a  technology  stock. 

There's  a  kicker:  Varian  may  be  a 
takeover  target.  Insiders  own  less 
than  5%  of  the  39.7  million  NYSE 
shares.  Lauer  says  the  assets  are  worth 
around  S50  a  share.— T.J. 


Snake  eyes 

Raider  Paul  Bilzerian,  who  last 
year  unsuccessfully — but  profit- 
ably— stalked  Cluett-Peabody,  Ham- 
mermill  and  Allied  Stores,  recently 
turned  up  with  a  4%  holding  in  Ra- 
mada  Inc.,  the  $68?  million  (sales) 
hotei  and  casino  operator.  Gaming 
stocks  have  been  hot  1.  ^ely,  but  will 
Bilzerian  roll  the  dice  ior  Ramada? 
Probably  not.  C^uld  he  bring  some- 
one else  out  of  the  woodwork?  Possi- 
bly. How  much  is  Ramada  worth? 


Considering  the  complicated  own- 
ership structure  of  its  Las  Vegas  and 
Atlantic  City  Tropicana  hotel/ca- 
sinos, analyst  Daniel  Lee  of  Drexel 
Burnham  says  Ramada's  equity  in  the 
pair  is  worth  about  $300  million.  He 
says  the  hotels  it  owns  outright  plus 
its  franchise  system  are  worth  anoth- 
er $370  million.  He  values  Mane  Cal- 


Ramada's  Atlantic  City  Tropicana 
Play  the  slots,  not  the  shares. 

lender  Pie  Shops,  acquired  last  year,  at 
around  $85  million.  Add  cash,  long- 
term  notes  receivable  and  proceeds 
from  the  recent  sale  of  hotels,  and 
subtract  S400  million  of  total  debt, 
and  Lee  arrives  at  a  net  asset  value  of 
roughly  $555  million. 

On  39.7  million  common  shares,  it 
comes  to  about  S14  a  share.  With  the 
shares  recently  at  8%,  that's  a  hefty 
premium  to  market. 

But  the  deal  is  easier  said  than  done. 
Cash  flow  from  operations  isn't  high 
enough — nor  is  there  enough  cash  in 
the  till — to  service  existing  and  any 
acquisition-related  debt,  to  refurbish 
hotels  and  to  expand  the  businesses.  If 
a  would-be  acquisitor  considered  sell- 
ing some  hotels  to  help  finance  a  deal, 
ordinary  taxes  on  the  gain  would  be 
extremely  high,  given  Ramada's  low 
tax  basis  in  the  properties.  "That 
would  be  enough,"  Lee  says,  "to  ne- 
gate putting  a  high  valuation  on  the 
hotels  in  the  first  place."  Bilzerian  or 
not,  Lee's  advice  is  to  pass. — T.J. 


Busted  shares? 

In  the  Feb.  9  issue,  Streetwalker 
recommended  buying  the  shares  of 
King  World  Productions,  the  syndica- 
tor  of  hit  game  shows  feoj  efyl  and 
Wheel  of  Fortune,  and  talk  show  sensa- 
tion r/v  Oprah  Winfrey  Sbou.  Since 
then  the  stock  is  up  32%,  to  a  recent 
233/8  on  the  NYSE.  So  why  the  update? 
On  Feb.  21  Chairman  Roger  King,  42, 


was  arrested  in  Fort  Lauderdale 
charges  of  auto  theft,  strong-arm  r 
bery  and  possession  of  cocaine.  (K 
posted  bond  and  was  released.  I 

King  World,  its  publicists,  Mr.  K 
and  the  Fort  Lauderdale  police  k 
the  matter  quiet  for  a  time.  But  wi- 
the news  broke  Mar.  6  the  stock  S' 
off  2Va,  to  20'/2,  on  huge  volur 
Many  investors  were  concerned  Ro 
might  go  to  jail.  Although  brother  1 
chael  is  president,  Roger  is  conside 
the  executive  responsible  for  the  cc 
pany's  success  (the  family  owns  ne 
ly  half  of  the  30.8  million  shares). 

Don't  fret,  says  First  Boston's  Ri 
ard  MacDonald.  With  or  without  R 
er,  King  World  should  generate  $o 
million  to  S400  million  in  cumulat 
cash  flow  from  now  until  1991.  1 
bulk  of  this  revenue  stream  is  licei 
fees  for  its  shows — already  locked 
by  long-term  deals.  MacDonald  e: 
mates  King  will  earn  SI. 25  a  sh 
this  year  and  be  up  to  $1.90  in  198 

Conclusion:  Stay  the  course  in  K 
World  Productions. — T.J. 


Can  Curtiss  fly? 

Overlooked  in  takeover  specu 
tion  about  Argonaut  Group, 
casualty  insurer  spun  off  last  year 
Henry  Singleton's  Teledyne,  is  Ar 
naut's  8.5%  holding  in  SI 66  mill: 
(sales)  Curtiss-Wnght,  the  Lyndhu: 
N. J. -based  conglomerate  run  by 
year-old  T.  Roland  Berner.  Teled) 
still  directly  owns  45%  of  Curtiss' 
million  NYSE  shares.  But  if  Argon, 
is  acquired,  a  new  owner  could  sell 
stake  in  Curtiss.  Suppose  a  bid 
stepped  forward  with  designs  on  C 
tiss.  Singleton  might  then  put 
company  into  play.  The  other 
holder,  with  1 1.5%,  is  Mario  Gabel 
Gamco  Investors. 

What  does  Curtiss-Wnght  have? 
aerospace  division  manufactu* 
flight  actuators  used  by  Boeing's  p|f 
senger  jets.  The  flow  control  and  r 
one  business  makes  specialty  g 
valves  for  nuclear  subs  and  airci 
carriers.  There  are  also  industi 
products — everything  from  met 
improvement  to  pipe  and  tubmg. 
addition,  Curtiss  has  some  SI 45  n 
lion  in  cash,  about  S30  a  share.  Th£ 
roughly  half  the  stock's  recent  price 
60.  Long-term  debt  of  S42  million 
less  than  20%  of  total  capital.  Final 
there  are  big  capital-loss  carryf 
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« cards  resulting  from  Curtiss'  sale  of 
I  j ■%  of  Western  Union  in  1985. 
jl|What's  it  all  worth?  Estimates  run 
"Sm  $75  to  $85  a  share.  Caution:  The 

Dck  is  thin,  so  don't  bet  the  ranch. 

!it  it  could  be  interesting. — T.J. 


moke  signals? 

•  ome  of  the  most  relentless  insider 
■w  selling  Streetwalker  has  seen  in- 
1 1ves  $104  million  (sales)  Cherokee 
'roup  of  North  Hollywood,  Calif., 
nich  designs,  makes  and  markets 
^omen's  clothes  and  casual  shoes. 
As  of  Feb.  1,  1986  Chairman  James 
itmmy)  Argyropoulos  owned  32%  of 
*e  shares;  his  twin  brother,  Arthur 
|)ho  changed  his  last  name  to  Ar- 
^ris),  owned  8%;  President  Robert 
/.argolis  had  6% .  They  accounted  for 
S  arly  half  the  2.8  million  o-t-c  shares 
•  en  outstanding. 

tDuring  the  next  year,  there  were 
mo  2-forT  stock  splits.  Then,  on  Apr. 

there  was  a  2.5-million-share  sec- 
i  dary  offering  at  $22  in  which  insid- 
«>  sold  700,000  shares.  Nice  timing, 
i  the  past  year  Cherokee  had  been  as 
*v  as  3%,  as  high  as  25.  Argyropou- 
M  sold  500,000  shares  and  had  an 
ction — he  exercised  it — to  sell 
ii 7,500  more. 

{Here's  where  we  stand:  There  are 
iw  13.25  million  shares  outstand- 
i*.  Argyropoulos  is  down  to  around 
.]%;  Argyris  and  Margolis  are  down 
t  about  1%  each.  Considering  that 
ueir  cost-basis  must  be  next  to  noth- 

their  profit  has  been  huge. 
!Did  the  insiders  know  something 
ft  didn't?  Lately  the  stock  has  been 
1  mmered.  Recent  price:  18 Vi.  Argyr- 
ooulos  on  his  selling:  "There's  no 
r/stery.  If  you  have  95%  of  your  per- 
;  rial  equity  in  only  one  investment, 
B  time  you  diversify." 
-Margaret    Gilliam,    who  follows 
'uerokee  for  First  Boston — also  the 
::id  underwriter  in  the  secondary — 
:  l't  concerned.  For  the  fiscal  year 
"  ding  Nov.  30,  she  estimates  earn- 
ks  will  increase  75%,  to  $1.05  a 
:  are.  Among  the  favorable  points:  a 
mr  line  of  sport  shoes,  penetration  of 
.  ge  accounts  like  Wal-Mart  and 
'terokee's  move  into  franchising — it 
;  eady  operates  some  stores.  Gilliam 
iis  a  strong  buy  out  on  the  stock. 
Argyropoulos  and  the  others  who 
:  id  shares  in  the  April  offering  can't 
.de  again  until  October.  And  Chair- 
in  Jimmy  says  he  doesn't  intend  to 
j.l  much  more  stock  this  year  or 
xt.  Streetwalker  will  be  watching, 
^anwhile,  no  need  to  chase  the 
lares.  Jimmy  won't  be. — T.J. 
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Portrait  of  the  Great  American  Investor 

You  wouldn't  know  it  to  look  at  him .  But  he 
has  an  investment  plan  that's  working,  even 
though  he's  not. 

U.S.  Savings  Bonds  have  changed.  They  now 
pay  competitive  rates,  like  money  market 
accounts.  Find  out  more,  call  anytime 
1-800-US-BONDS. 


U.S.  SAVINGS  BONDS 


THE  GREAT  AMERICAN  INVESTMENT 


Bonds  held  less  than  five  years  earn  a  lower  rate. 


A  public  service  of  this  publication 
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Vanguard  funds    255 

Vanan  Associates  266 

Viacom  International 
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i  IEAT  MUSEUM  SALUTES! 
A  LOT  OF  GREAT  COMPANIES! 


Corporate  Pat  rum 
$30,000  and  up 

CARlPLO^Csssa  dt  Rrsparrrw  defle 

Pwroe  Lombarde 
The  Chase  Manhattan  Bank.  N  A 
The  Council  of  FasrMon 

Designers  of  America 
MacAndrews  &  Forbes/Revton 

Group,  tnc- 
Mercedes -Benz  of  North  America  Inc 
New  York  Slock  Exchange 
Parfuins  Phena  Inc. 
Time  incorporated 

$20,000  to  $30,000 

Amencan  Express  Foundation 
The  Bank  of  New  York 
Barclays  Bank  PLC 
Best  Foods/CPC  International  inc 
The  Bristol  Myers  Fund.  Inc 
Burlington  Industnes,  Inc 
Chemicat  Bank 
CiticcrpVCibbank.  N  A 
Corrwng  Glass  Works  Foundation 
Orexel  Bumham  Lambert 
Exxon  Corporation 
Manufacturers  Hanover 

Trust  Company 
Merrill  Lynch  &  Co  Foundation,  Inc. 
Morgan  Guaranty  Trust  Company 

of  New  York 
The  New  York  Times  Company 

Foundation.  Inc 
Pa.neYVeober  Group  Inc 
Pitney,  Hardin.  Kipp  &  Siuch 
RothschJd  inc 
Subaru  Distributors  Corp. 
Wrfdenstem  &  Co 
Chas  P  Young  New  York,  Inc 

$15,000  to  $20,000 

CBS  Inc 

Consohdated  Edison  Company 

o*  New  York.  Inc 
IBM 

The  William  T  Moms  FounrJafjon.  Inc 
Party  Rental  Lid 

$10,000  to  $15,000 
Amencan  Standard  Foundation 
Bankers  Trust  Company 
The  Coca-Cola  Foundation 
The  Conde  Nast  F\ibkcations.  Inc 
The  General  Foods  Fund,  inc 
Metropolitan  Life  Foundation 
Morgan  Stanley  &  Co  Incorporated 
New  York  Telephone  Company 
Urwxi  CartwJe  Corporator 

$5,000  to  $10,000 

ABO  Secuntjes  Corporator 
Alexander  &  Alexander 

of  New  York  Inc 
AJked  S«nal  Inc 
Amencan  Broadcasting 

Companies.  Inc 
Amencan  Eiectnc  Power 

Company,  tnc 
AT&T  Foundation 
Automate  Data  Processing 
Avon  Products  Foundation 
Backer  &  Srxetvogei.  inc. 
Beneficial  Corporation 
Bloomrrigdales 
Brown- For  man  Corporation 
Bunge  Corporation 
Carter  Wallace,  Inc 
Cetanese  Corporation 
Cot  Industnes.  Inc 
Corporate  Property  Investors 
Detome  Haskins  &  Sefts 
Forbes  Foundation 
Ford  Motor  Company  Fund 
Gtonous  Food.  Inc. 

GoUman.  Sachs  &  Co. 

Grace  Foundation  "X 
Grand  Met  USA.  Inc 
Grumman  Corporabon 
GTE  Foundation 
Haimark  Cards 

M  J  Henz  Company  Foundation 

The  Home  Group,  Inc 

Human  Resource  Senrces,  inc 

ITT  Corporabon 

Fred  S.  James  A  Co.  Inc 

Johnson  &  Higgins 

Kapma  Corporabon 

Keiner.  DiLeo  &  Co. 

Estee  Lauder  Inc. 

Lazard  Freres  &  Co 

Thomas  J.  Upton  Foundation.  Inc 

Leon  Lowensten  Foundation 


R  H  Macy&Co. 
Marsh  A  McLennan  ComparMes.  Inc. 
McGraw-H*  Foundation  Inc 
Motxf  Foundation 
Newrnont  Mining  Corporabon 
New  York  Ufe  Fixjndatcn 
Ogden  Amercan  Corporation 
Peat  Marwck  Mrtchel  (NY) 

Foundation.  Inc 
PepsiCo  Foundation.  Inc 
The  Pfuer  Foundation 
Philip  Moms  Incorporated 
R  j  Reynolds  Industnes.  Inc 
Rockefeter  Group  Inc 
Rockwell  International 
Ruane.  Cunmtt  A  Co  Inc 
Salomon  Inc 

Shefl  Companies  Foundation.  Inc 

The  Starr  Foundation 

Sterkng  Drug  inc. 

Swiss  Fiank  Corporation 

Texaco  Philanthropic  Foundation  Inc 

The  Times  Mirror  Foundation 

Transco  Energy  Company 

UniDynamcs  Foundation.  Inc 

Union  Pacific  Foundation 

US  Trust  Company 

The  Washington  Post  Company 

Westinghouse  Broadcasting  and 

Cable,  inc 
Whrtcom  Investment  Coinpany 

under  $5,000 

Aaron,  Inc. 
ABD  Securities  Corrjorabon 
Abelow  lhasz  &  Co 
Abraham  Silks  Company,  Inc. 
A  &  D  Steel  Equipment  Co..  Inc 
A-J  Contracting  Co  .  Incorporated 
Alcoa  Foundation 
Aden  &  Company  Incorporated 
Ethan  ABen  Inc 
AMAX  Foundation.  Inc 
Amencan  Airbnes 
Amencan  Brands,  Inc 
Amencan  Can  Company  Foundation 
American  Home  Products  Corporator 
Amencan  Re  Insurance  Company 
Ammirati  &  Puns  Inc 
Amsterdam -Rotterdam  Bank  NV 
Anchor  Savings  Bank 
Apple  Bank  for  Savings 
Arthur  Andersen  &  Co 
Atlanta  Bank  of  New  York 
The  Atlantic  Companies 
Atlantic  RchhekJ  Foundation 
Avnet,  Inc 

N  W  Aver  Foundation,  Inc 
Baccarat  Inc 

Banca  CommeroaJe  ttakana 
Bank  Juirus  Baer  &  Co  Ltd 
Bank  Leu  mi  Trust  Company 

Of  New  York 
Banque  Francaoe  du  Commerce 

Exteneur 
Bantam  Books.  Inc. 
James  Barclay  Associates 
Banng  Brothers  &  Co..  Limited 
BAS1X  Corporation 
BBD0 

BEA  Associates.  Inc 
The  Beet  on.  Dickinson  Foundation 
Beekman  Travel  Servce.  Inc. 
WR  Berkley  Corporation 
Arnold  Bern  hard  &  Co  .  Inc. 
Best  Manufacturing,  Inc 
Bethlehem  Steel  Corp 
Boston  Properties 
Bowne  &  Company,  Inc 
Bezel.  Jacobs,  Kenyon  & 

Eckhardt.  Inc 
Bund.  Pulp  &  Paper  Sales.  Inc 
Cahiii  Gordon  &  Re  no>H 
Canter.  Achenbaum  Associates  Inc 
WP  Carey  and  Co..  Inc. 
The  Carltsle  Codecbon.  Ltd. 
Cariet  Ledyard  &  Mribum 
Leo  Caste*.  Inc 

Champun  Iritomationai  Corporation 
Char  git  Inc 

Cneseorough  Pond's  Inc 
Chevron  Ocean*:.  Inc. 
Cncago  Pneumatic  Tec*  Company 
Chris-Craft  industnes,  Inc 
Crinsbe  Hanson  &  Woods 

International.  Inc 
Chubb  &  Son Inc 
Oabir  Corporation  Foundation 
■7  Claiborne  Foundation 
rk&Fntts 
CM&M  Group.  Inc 
TV  Coach  Farm 


Cote.  Yeager  &  Wood,  inc 
Colgate  Palmohve  Company 
Collins  &  Aikman  Corporation 
Coins  Foods  international,  Inc 
Colonial  Stores  Foundation 

Grand  Unon 
Connecticut  Vatey  Paper  &  Envelope 

CO..  Inc 

Continental  Grain  Company 
Continental  Telecom  Inc 
Coopers  &  Lybrand 
James  S  Copley  Foundation 
Cosmac  Inc. 
Cotton  Incorporated 
Cram  Communcations  Inc. 
The  Cranston  Foundation 
Cresvale  International.  Inc 
Dose*.  Inc 

Cnjm  and  Forster  Foundation 

CSX  Corporation 

Cutoro  Corporation 

Dairy  News  Foundation.  Inc 

Dan  River  Foundation 

Dancer  Fitzgerald  Sampfe,  Inc 

D'Arcy  Masus  Benton  &  Bowles.  Inc 

Davis  &  Gilbert 

Dean  wmer  Reynolds  Inc 

Des-gners  Fore  Ltd 

Deutsche  Bank  AG 

DHton,  Read  &  Co  inc 

Distillers  Marketing  Inc 

Donovan  Data  Systems.  Inc. 

Doubieday  &  Company.  Inc. 

Dow  Jones  Foundation 

Doyle  Dane  FJembach/New  York 

Dresdner  Bank  AG 

The  Dreyfus  Corporation 

Dudley -Anderson -Yutzy 

The  Dun  &  Bradstreet  Corporation 

Foundation 
The  Dyson  Kissner  Moran  Corporation 
The  East  New  York  Saw^s  Bank 
Edison  Parle ng  Associates 
Em^rant  Savings  Bank 
Enron  Foundation 
Ernst  A  Whmney 
Eurpac  Service,  Inc. 
Evyan  Perfumes.  Inc 
Ftntey  Kumbie,  Wagner.  Heme. 

Underberg,  ManJey  &  Casey 
First  Boston  Corporation 
First  Manhattan  Co 
Frschbach  Corporation 
F  ten  Investors  Servce,  Inc. 
The  Fluor  Foundation 
Forest  Laboratories.  Inc 
Fortunoff 
Frenkel  &  Co  Inc. 
Fuji  Bank  Lid 
Gannett  Foundation 
The  Gap  Foundation 
Garwin,  Bronzaft  &  Gersiem 
Gem  Studio.  Inc. 
General  Motors  Corporation 
GokJome  Foundation 
Robert  A  Goodman  &  Co. 
Greater  New  York  Savings  Bank 
Grey  Advertising,  Inc 
Grow  Group.  Inc 
Grow  Tunneling  Corp. 
The  Guardian  Life  Trust 
Gulf  f  Western  Foundation 
Frank  B  Hall  &  Co.  Inc 
Hausman  Bekjing  Foundation 
The  HCA  Foundation 
Hadrck  &  Struggles.  Inc. 
Henderson  Brothers.  Inc. 
The  Henley  Group,  Inc 
Hercules  Chemical  Co.  Inc 
Hiram  Walker  &  Sorts.  Inc 
Hon*  man-la  Roche  inc. 
The  Home  Life  Charitable  Trust 
J.  M  Huber  Corporator 
IDC  Servces.  inc 
The  IFF  Foundation  Inc 
IFINT-USA.  Inc 
Industrial  Bank  of  Japan  Trust 

Company 
International  Capital  Group 
International  Flavors  and  Fragrances 
International  Paper  Company 

Foundation 
Irving  One  Wall  Street  Foundation.  Inc 
Israel  Discount  Bank  of  New  York 
C  Itoh  &  Co  (America)  Inc. 
Jams.  Baum  &  Bofles 
Johnson  and  Johnson  Famtfy  of 

Companies  Contribution  Fund 
W  R  Keating  &  Company 
Key  Pharmaceuticals.  Inc 
The  ludder  Peabody  Foundation 


N  BEHALF 


i  more  than  4  million  annual  visitors, 
trupolitan  Museum  of  Art  often  Kcxrrfeh  thanks  ti 
I  companies  and  prufcsuonaJ  firms  whose  ummburi 
helped  support  the  Museums  operaing  hudyv* .  spet 
exhibitKxns  and  endowment  the  year.  For  tn 
companies  whose  names  are  not  on  thjs  \mi 
add  an  appeal  to  come  aboard.  The  Memipoij 
Museum  needs  you  and  New  York  nq 
the  Metropolitan:  It  brings  pro 
nth  money)  to  New  Yrt  tt  mm 
New  Yorkers  want  to  stay  in  N 
York.  It's  gixxi  businoa 
business  to  support 
nations  pnmnxnt 
museum  of 


M  Knoedier&Co 

Kohn  Pederson  Fox  Associates  PC 

Kroncsh.  Lexb.  Shamswrt.  Werner 

&  HeUrnan 
Kwasha  Lipton 
Lahque 

M.  H.  Lamston,  Inc 

The  Lasky  Company  Foundation 

Leucadia.  Inc 

Lin  Broadcasting  Corporation 
Lincoln  Savings  Bank.  FSB 
Undenmeyr  Paper  Corporation 

Foundation 
Loehmann'5  Inc 
Long  Island  Trust  Company 
Lord  &  Taylor 
Lynch  &  Mayer,  Inc 
Manhattan  Industnes.  Inc 
The  Manhattan  lite  Insurance 

Company 
J  Manheimer  Inc 
Manoff  International  Inc 
Manne  Midland  Bank,  N  A 
Martin.  Sturtevanf,  Silverman  & 

Marshal,  Inc 
Matrix  Corporation 
Matsushita  Eiectnc  Oxporation 

of  America 
MCA  Foundation  Ltd 
The  McCatt  Publtshing  Company 
McCann  Fnckson  Worldwide 
Media  General  Broadcast 

Services.  Inc 
M  J  Meehan  &  Company 
Mefville  Corporation 
MckeJberry  Corporation 
The  Mitsubishi  Bank,  Ltd 
Mitsubishi  imemational  Corporation 
Mitsui  A  Co  (U  SA).  Inc 
MKI  Securities  Corp. 
Meet  Hen  nessy  U  S  Corporation 
Monsanto  Fund 
MONY  Financial  Services 
Benjamin  Moore  &  Co 
Eduard  Nakhamkjn  Fine  Arts,  Inc. 
National  Spinning  Co..  Inc 
National  Westminster  Bank  USA 
NEC  America.  Inc. 
Needham.  Harper  Worldwide.  Inc. 
Nesle  Inc. 

Neuberger  &  Berman 
Neutrogena  Corporation 
New  York  Air 

The  NL  Industnes  Foundation.  Inc 

Nordeman  Gnmm  Inc 

North  American  Philips  Ccrporahon 

John  Nuveen  &  Co  irxorporated 

Ogirvy  &  Mather 

Crion  Capital  Corporation 

I  M  Pei  &  Partners 

F^lps  Dodge  Foundation 

Pnce  Watehouse 

The  Prudential  Foundation 

RCA/NBC 

RerifieU  Corporator 

Restaurant  Associates  industries.  Inc 


Rchards  C  Nei  &  AJiegaert 
Richardson  Vcks  Inc 
Rolex  Watch  U  SA.  Inc 
Rosenberg  Capital  Management 
Rowan  Comparues  inc 
Royal  Bank  &  Trust  Co 
W*am  Ruder  Incorporated 
Saatorn  &  Saatcfu  Compton  Inc 
The  Fan  Fox  and  Leske  R  Samuets 

Foundation,  inc 
Sandoz  Corporation 
Paul  Santa-  Donato  Studxos,  Inc 
The  Sanwa  Bank  Limited 
M  0  Sass  Irrvestors  Services,  inc. 
Schrffenhaus  Packaging  Corp 
Joseph  E_  Seagram  &  Sons.  Inc 
The  Seamen  's  Bank  for  Savings 
Martin  E  Segal  Company 
Munei  Sebert  &  Co  .  Inc 
Skandia  Amerca  Group 
The  Smith  Barney  Foundatxm 
Sperry  Corporation  Foundation 
Squibb  Corporation 
SSC&B  Untas  Worldwide 
Standard  Chartered  Bank 
S.S.  Stener,  inc 
Paul  Stuart 
Sugar  Foods  Corp 
The  Sumitomo  Bank.  Ltd 
Sun  Chemcal  Corp 
Swiss  Amencan  Secunties  Inc 
SYMS  Clothing  and  A.  Suka  &  Co 
Syska  &  Hennessw,  Inc. 
TAMBRANDS  INC 
Teachers  insurance  and  Annuity 

Association 
Thomas  Puofasrwng  Company 
J  Waller  Thompson  Company  Fund 

Incorporated 
The  Oaluagh  L  Thome  Foundation 
ThysservBornemrsza  Foundation 
Tiffany  4  Co 
r«er 

"food  Shipyards  Corporation 
Toray  Industries  (America).  Inc 
Towers.  Pemn.  Forster  &  Crosby 
Tnbat  Assets  Management 
Utano  Corporation 
Unon  Bank  of  Switzerland 
UniDynamics  Foundation.  Inc 
Union  Bank  of  Switzerland 
United  Airknes  Foundation 
United  Mecka  Enterprises 
Urtsworth  4  Co  .  Inc. 
van  Chromes  Corp. 
Van  Eck  Secunties  Corporation 
Verth  Kressler  Associates 
Vrsfe  Resources,  inc 
E  M  Warburg,  Pincus  4  Co  .  Inc 
WanngA  La  Rosa.  Inc 
Warner-Lambert  Company 
Pierre  J  Wterthemer  Foundation .  Inc 
Wesray  Corp 

Westdeutsche  Landesbank 
Girozentrale 


John  w«ey  4  Sons,  Inc 
The  h  w  Wason  Foundation  br| 
Harry  WVrston.  Inc 
The  Xerox  Foundation 
Arthur  Young  A  Co 
Young  4  Rubcam  Inc 

Corporate  Sponsors  of 
Special  Exhibitions 

Ar  India 

Oevepak  Corporation 
Coe  Kerr  Gatery.  ire 
Enron  Corp 

GFVKnoi  International  Foundji 
Kar court  Brace  Jovanomch. 
E  F  Hutton  4  Company 
IBM  Corporation 
Kennedy  Gatenes,  Inc 
Mahtndra  4  Mahmdra  Ltd 
Mercedes-Benz 
Meredith  Corporation 
Neutrogena  Corporabon 

OccxJental  Petroteum  Corpora* 
The  Portuguese  Trade  Commea 
RattiS.pA 
The  Real  Estate  CouncH  of  The  | 
Metropolitan  Museum  of  Aft  ^ 
Rekance  Group  Hokkngs.  inc 
Schkjmberger  urmted 
Shrsexto  Cosmetics 
Spnngs  Industries 
Swissair 
Tata  Enterprises 

Make  this  Ust  a  bit  longer  i 
adding  vour  company's  oai 
to  this  distinguished  group 
For  information  about  the 
benefits  of  corporate 
support,  call  Emily  K.  Raff 
at  879-5500,  ext.  3580, 
or  write  her  care  of  The 
Metropolitan  Museum  of 
Art,  fifth  Avenue  and  82a 
Street,  New  York  10028. 


TfK'  Metropolian  Museum  of  Art  B       ss  Committee 

Can  Spefwgd  J.  Ric-  vosor  Oh»Dfth.  E«-0<fao 
Vice  Chairmen 

A.E<t«»dA!!irec«i-W  L   i-v^aru-  •  Dens P Cotenan. ceCiar 
sap  R  Xk,  .xaon  •  Mend  bmitMfea  *JfenM  R  Dawson  -CD  :  ji  Ofcr, .  Wdtem  I 

 '•'•!>-   -»wwA  Fi-*t.  ,      -J^oher  Forties •  Tt  -  jeR  Ga>nMe,Ji 

C  Male-. -Sttpue     -senlac •  Franktr  a  Hobos.  IV . Larry 0  Homer 
■laneyR  Ban-Ma       Uanw,  •  nansC  Maulner- George B  Uunroe 


-onn  A.  Murpny  Jacques C\ Nordeman' Norma  Pace- EoVrardL  Patmer •  RcharrJ S  Pertons 
F-edenckS.  Pierce- Roberts  PWie ■  Dane! L  Ritcrne •  Wifcam  1  Ruane ■  David  t  Scfwfl 
Herbert  Schnvartz  •  Peter  G.  Scotese  •  Waller  D  ScoO  •  Munel  SeDert  •  Donald  B  Srrvlev 
Arthur  Orris  Sulzberger- Stephen  C  S«id  •  Mcrael  M  Thomas  •  Marvin  S  Traub  •  Darvel  P  Tut, 
W*am  K.  2nke 
Auoctatr  Members 

Antol  R  deBekessy  •  Pamela  J.  Newman -PhApD  Restito-L  Donald  Rocvnson  •  Rchard  G  Scurry 
KennemS  WSams 


The  Metropolitan  Museum  of  At 
International  Business  Commitu 

Chairman 

Dedev  Staecker 
Vice  Chairmen 

Hen* Aaron- Edward D  Hunter •  Potcuro Isll 
Leo  Lewne  •  Bnan  G  Pearse  •  Chanes  Saalon 
Ward  Ml  Woods.  Jr  •  Frank  G  Zarb  •  DarveJ  A. 


Flashbacks 


|  The  more  things  change. . . ." 
j;i  Items  from  past  issues  of  Forbes 

uxty  years  ago  in  Forbes 

am  the  issue  of  May  15,  1927) 

The  prominence  given  the  possible 
probable  candidacy  of  Governor 

lfred  E.]  Smith  has  not  occasioned 
.leasiness  in  the  Republican  ranks  of 

stern  businessmen.  The  question 

ey  are  mainly  interested  in  is 
|hether  President  Coolidge  will  de- 
de  to  accept  another  nomination.  It 
.  i  generally,  although  not  universally, 

ken  for  granted  that  he  will." 

J- The  terrific  power  of  mass  psycholo- 
|jt  is  once  more  demonstrated  by  the 
Hlctic  financial  and  economic  days 
Sjfhich    [Japan]    is    currently  going 
*»rough.  Starting  with  the  failure  of  a 
|jvv  silk  houses  and  then  with  the 
;  losing  of  a  couple  of  small  banks, 
aancial  panic  spread  like  wildfire, 
j  ans  on  Tokyo  banks  spread  to  the 
novinces,  calls  for  funds  from  so 
'  any  sections  at  the  same  time  found 
ij>t  enough  ready  credit  available, 
pe  result  was  rapid  closing  of  scores 
I  banks,  an  embargo  on  gold  ship- 
ents,  suspension  of  the  gold  stan- 
nrd  and  finally  a  21 -day  moratorium 
jir  banks  and  financial  contracts." 


ifty  years  ago 

~om  the  issue  of  May  15,  1937) 


*  I \w  GM  President  William  S.  Knudsen 


jft)  and  Chairman  Alfred  Sloan 
?et  with  GM  worker 


The  U.S.  is  now  importing  more 
crchandise  than  it  is  exporting.  Al- 
ough  interpretations  of  the  reasons 
,r  this  trend  and  its  significance  vary, 


Edited  by  Dero  A.  Saunders 

the  facts  were  beyond  dispute.  The 
latest  tabulation  by  the  Department 
of  Commerce  revealed  that  in  Janu- 
ary, February  and  March  the  U.S. 
bought  $114  million  more  merchan- 
dise [abroad]  than  it  sold  abroad." 

"Zeppelin  Hindenburg  falls  in  flames 
in  New  Jersey  after  trans-Atlantic 
flight,  thus  seriously  damaging  pros- 
pects for  near-future  success  of  trans- 
ocean  Zeppelin  service  in  competi- 
tion with  proposed  airplane  lines." 

"The  idea  that  scientific  streamlining 
automatically  brings  a  sort  of  'func- 
tional beauty'  which  the  public  is 
bound  to  like  eventually,  got  no  sup- 
port from  stylist  Alexis  de  Sakh- 
noffsky.  His  ideas  lean  toward  designs 
embodying  'the  suggestion  of  speed 
which  charms  the  buyer .  .  .  that 
harmless  make-believe  which  is  a 
powerful  sales  factor.'  " 


Twenty-five  years  ago 

(From  the  issue  of  May  15,  1962) 

"Just  as  it  confounded  the  pundits  of  a 
'Soaring  Sixties'  economy  early  in 
1960,  so  the  stock  market  last  month 
ominously  crossed  those  who  predict- 
ed a  powerful  pickup  this  year.  It  did 
so  by  slumping  some  11.6%  as  mea- 
sured by  the  Dow  Jones  industrial  av- 
erage and  wiping  some  $36  billion 
from  the  market  value  of  Big  Board 
stocks.  .  .  ." 

"California  is  expected  to  pass  New 
York  as  the  most  populous  state  in 
the  union  some  time  within  the  next 
year.  But  another  title  has  already 
passed  from  the  Empire  State  to  the 
land  of  the  Golden  Gate:  Pacific  Gas 
&  Electric  Co.  now  does  the  biggest 
electric  and  gas  business  of  any  U.S. 
utility.  .  .  ." 

"Growing  importance  of  Coca-Cola's 
foreign  business  was  highlighted 
again  early  this  month  when  J.  Paul 
Austin,  who  had  spent  nearly  all  his 
corporate  life  in  Coke's  foreign  vine- 
yards, was  made  the  company's  tenth 
president." 

Ten  years  ago 

(From  the  issue  of  May  15,  1977) 

"[John  Teinpleton]  has  a  reputation 
for  being  aloof  and  penurious  with 
employees.  The  explanation:  He 
spends  about  half  his  time  on  reli- 


Wizard  money  man  John  Templeton  with 
wife,  Irene,  at  their  Bahamas  estate 


gious  activities.  Because  he  needs  ev- 
ery penny  for  charities,  he  won't  over- 
pay for  a  man  or  a  stock.  Says  a  former 
associate,  referring  to  Templeton's 
special  mixture  of  religious  faith  and 
personal  self-confidence:  'Because 
John  felt  that  God  was  with  him,  he 
invested  with  incredible  boldness;  the 
results  make  me  think  that  maybe 
he's  right,  maybe  God  is  with  him.'  " 

"Anyone  who  says  businessmen  deal 
in  facts,  not  fiction,  has  never  read  old 
five-year  projections." 

— Malcolm  Forbes 

"Dog  food  sales  in  the  U.S.  run  to 
about  $2  billion  a  year,  and  cat  food 
adds  another  $900  million.  Together 
they  are  far  larger  than  the  cold  break- 
fast cereal  (for  humans)  and  the  baby 
food  markets  put  together." 


Size  of  the  dog  food  market,  suggests  this 
1977  Forbes  cartoon,  raises  the  ques- 
tion, Who's  on  which  end  of  the  leash''' 
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Ask  your  neighbor  only  about 
things  you  know  better  yourself 
Then  his  advice  could  prove 
invaluable. 
Karl  Kraus 


All  men's  misfortunes  spring 
horn  their  hatred  of 
being  alone. 
Jf  an  de  La  Bruyere 


There  are  only  two  forces 
that  unite  men — fear 
and  interest. 
Napoleon  Bonaparte 


Man  lives  with  himself 
much  of  the  time,  and 
then  he  needs  virtue. 
When  he  lives  with 
others  he  needs  honor. 
Nicolas  Chamfort 


Solitude  vivifies,- 
isolation  kills. 
Joseph  Roux 


In  order  to  know  men, 
something  must  be  chanced. 
Who  risks  nothing  of 
himself  knows  nothing. 
Joseph  Joubert 


You  cannot  build  up  a  character 
in  a  solitude;  you  need  a 
formed  character  to  stand 
a  solitude. 
Austin  O'Malley 


Solitude  is  a  good  place  to  visit 
but  a  poor  place  to  stay. 
Josh  Billings 


If  you  would  live  innocently, 
seek  solitude. 
Publilius  Syrus 


Plura'ity  which  is  n<  1  reduced 
to  unity  is  confusion;  ity 
which  does  not  depend  l 
plurality  is  tyranny. 
Blaise  Pascal 


Thoughts 

on  the  Business  of  Life 


Many  people  live  alone  and  like 
it  but  most  of  them  live 
alone  and  look  it. 
Gelett  Burgess 


Some  men  like  to  work  with  others, 
they  like  to  hunt  in  pairs,  they  always 
want  a  partner;  and  other  men  like  to 
go  it  alone.  The  first  man  usually  has 
little  original it}\  he  never  thinks  things 
out  on  his  own  account;  and  the 
second  man  is  likely  to  fail  because 
the  very  best  ideas  amount  to  nothing 
unless  carried  into  effect.  However 
strong  and  original  your  ideas  may 
be,  you've  got  to  have  teamwork 
to  back  them  up. 
B.C.  Forbes 


Whosoever  is  delighted  in 
solitude  is  either  a 
wild  beast  or  a  god. 
Francis  Bacon 


We  are  more  wicked  together 

than  separately. 

Seneca 


Solitude  is  impracticable, 
and  society  fatal. 
Ralph  Waldo  Emerson 


It  is  easier  to  say  original  things 
than  to  reconcile  with  one  another 
things  already  said. 
Vauvenargues 


Originality  is  undetected 

plagiarism. 

William  Inge 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  o  variable, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


A  man's  profundity  may  keep 
him  from  opening  on  a  first 
interview,  and  his  caution  in 
a  second;  but  I  should  suspect 
his  emptiness  if  he  carried 
on  his  reserve  to  a  third. 
Charles  Caleb  Colton 


Anybody  who  is  any  good  is 
different  from  anybody  else. 
Felix  Frankfurter 


It  is  not  the  greatness  of  a 
man's  means  that  makes  him 
independent,  so  much  as 
the  smallness  of  his  wants. 
William  Cobbett 


The  greatest  thing  in  the  world 
is  to  know  how  to  belong 
to  oneself. 

Michel  de  Montaigne 


A  Text . . . 

For  if  they  fall,  the  one  wil 
lift  up  his  fellow:  but  woe  tc 
him  that  is  alone  when  h< 
falleth;  for  he  hath  not  an 
other  to  help  him  up. 

ECCLESIASTES  4:10 


Sent  in  by  Louise  Clark,  Minneapoli! 
Minn.  What's  your  favorite  text?  Til 
Forbes  Scrapbook  of  Thoughts  on  the  Bus. 
ness  of  Life  is  presented  to  senders  o 
texts  used. 


Solitude  is  the  playfield  of  Satan. 
Vladimir  Nabokov 


When  two  people  are  writing  the 
same  book,  each  believes  he  gets 
all  the  worries  and  only  half 
the  royalties. 
Agatha  Christie 
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WIien\»u  Go  From  Cutting  Figure  Eights 

lb  Cutting  Deals.  | 


When  they  were  cutting  figures 
in  U.S.  Pairs  Competition,  they 
drew  raves  for  their  style.  Now  that 
JoJo  Starbuck  and  Ken  Shelley  have 
paired  up  in  business,  nothing's 
changed.  Their  new  production 
company,  'The  Skate  Source',  has 
gained  accolades  from  L.A.  to  D.C. 
by  providing  everything  from 
ice-skating  showgirls  to  entire 
ice-skating  shows. 

Outperfomiing 
American  Express  Gold. 

Now  that  they've  gone  from 
single  axels  to  big  wheels,  they've 


gone  to  the  Premier  Visa"  Card. 
Because  whether  they're  design- 
ing a  show  in  Butte,  or  taking  in 
a  show  back  home  on  Broadway, 
they  know  the  Premier  Visa  Card 
is  accepted  in  four  times  as  many 
places  worldwide  as  American 
Express  Gold.  And  it  comes 
with  a  minimum  starting  credit 
line  that's  over  twice  as  high. 

Also,  with  access  to  emer- 
gency cash  at  over  five  times  as 
many  banks  and  cash  machines, 
they're  never  on  thin  ice. 

How  To  Get 
Premier  Treatment. 

If  this  sounds  good  to  you,  and 
you're  ready  to  enjoy  these 
advantages,  apply  for 


a  Premier  Visa  Card  today. 
Whether  you're  doing  busines 
or  just  doing  the  town,  it's  the  f 
right  move. 

Its  Everywhere 
YouWantToBe: 
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American  business 
has  one  word  for  our 
safety  programs: 

Best. 


survey 


Liberty  Mutual 

3  ,  


In  a  recent  national  survey,  more  CFO's  and  Risk 
Managers  rated  Liberty  Mutual  best  for  "continuing 
afety  programs"  than  the  next  two  workers 
compensation  carriers  combined. 

As  the  largest  provider  of  workers  compensation 
:overage  to  American  business,  Liberty  Mutual  has 
Continually  worked  to  lower  the  final  cost  of  this  vital 
insurance.  In  large  part,  this  has  been  achieved 
hrough  our  innovative  efforts  to  help  customers 
prevent  accidents  before  they  happen. 

Liberty's  commitment  to  controlling  and 
Eliminating  the  causes  of  work-related  accidents  is 


exemplified  by  the  work  of  the  Liberty  Mutual 
Research  Center.  Founded  33  years  ago,  the  Center's 
pioneering  research  in  safety-related  fields  has  made  a 
marked  difference  in  the  safety  standards  of  thousands 
of  American  jobs.  And  helped  lower  the  final  cost  of 
workers  compensation  coverage  for  employers. 

For  75  years,  America  has  believed  in  Liberty 
Mutual.  Because  Liberty  Mutual  has  always  believed 
that  better  service  to  our  policyholders  is  simply  better 
business  for  us. 

Results  reported  here  are  from  an  independent  telephone  survey  conducted 
among  a  systematic  sample  of  300  respondents  in  selected  industries. 


AMERICA  BELIEVES  IN  LIBERTY  MUTUAL  INSURANCE 


LIBERTY 
MUTUAL 


75thANNIVERSARY-1987 


©  Liberty  Mutual  Insurance  Group/Boston 


THE  LUXURY  CAR  AS  ONIYB 
COULD  ENVISION  IT. 


When  most  automakers  speak 
of  vision,  it's  usually  to  discuss' the  rake 
of  a  windshield. 

When  BMW  employs  the  term, 
it's  to  expound  a  philosophy 


From  a  torque-rich  new  205 
horsepower  engine  whose  catalytic 
verter  paradoxically  enhances  both 
economy  and  performance,*  to  ele 
tronic  variable  assist  power  steering 
provides  something  rare  in  ultra-lu> 


One  of  unremitting  zeal  for  perfor-  cars:  a  feel  of  the  road. 


mance,  for  which  there  is  no  greater 
thesis  than  the  new  BMW735L 

A  car  which  emerged  after  seven 
years,  three  million  test  miles  and 
over  400  prototypes  as  not  just  a  new 
luxury  car  But  a  new  conception  of 
the  luxury  car 

LUXURY  RETHOUGHT  FROM 
MACROCOSM  TO  MICROCOSM. 

That  the  BMW735i  heralds  a  new 
vision  of  the  luxury  car  is  proclaimed 
in  every  feature,  from  its  largest  com- 
ponent to  its  minutest  detail. 


From  a  veritable  brain  trust  o 
technology  that  optimizes  driver;  er 
and  brake  performance  (the  checl 
control  alone  monitors  26  function 
a  single  readout),  to  9-mph  bumpe 
a  time  when  the  industry  standarc 
dropped  to  2.5  mph. 

From  computer-perfected  frc 
and  rear  crush  zones,  to  a  seat  bell 
that  adjusts  itself  auto- 
matically to  the 
size  of  the 
driver 


l 


From  an  elegantly  sensuous  inte- 
swathed  in  supple,  hand-crafted 
ier;  to  a  buffer  between  suspension 
chassis  that  banishes  road  noise 
1  an  already  serene  interior 

From  air-conditioning  considered 
world's  "strongest  and  most  auto- 
ed"  (Auto  Motor  und  Sport),  to  an 
tronic  automatic  transmission  that 
you  choose  sport,  economy  or 
lual  shifting  modes. 

And,  finally  from  a  wider;  longer; 
%  more  feline  and  aerodynamic 
i  to  seats  that  "remember"  posi- 
5  for  three  different  drivers,  includ- 
)utside  mirror  settings. 

A  3.800-POUND  WATCH. 

To  manufacture  such  a  total  re- 
i  of  the  luxury  car  mandates  a 


rethink  of  the  whole  assembly  process. 

Engine  tolerances  one-fifth  the 
thickness  of  a  human  hair 

A  rigorous  37-step  rust-proofing 
and  painting  regimen. 

Inquisition-like  inspections,  de- 
manding not  a  hundred  or  even  a 
thousand  steps,  but  a  torturous  7000- 
step  process. 

With  a  daily  average  of  one  qual- 
ity control  inspector  for  every  car  off 
the  assembly  line. 

The  result  is  the  new  BMW735i. 
A  luxury  sedan  more  akin  to  a  3,800- 
Ib.  Swiss  watch  than  an  automobile. 

A  creation  which  could  only  be 
the  handiwork  of  visionaries. 

A  group  of  whom  invite  you  to 
relish  in  their  vision.  Which  can  be  ac- 
complished by  a  test  drive  of  the 
w  BMW  735i  at  your  au- 
thorized BMW  dealer 

THE  ULTIMATE  DRIVING  MACHINE. 
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Chicago:  James  H.  Mallon,  Midwest  Manager; 

William  J.  Powers  Jr.,  David  C.  Nordhoff 

Philadelphia:  James  B  Norton,  Manager 

Dallas:  fed  H  Wellington,  Manager 

Detroit:  Don  Dane,  Manager;  Barbara  Boyle 

Los  Angeles:  teri  Johnson,  Manager 

San  Francisco:  Richard  W.  Reynolds,  West  Coast  Manager; 

Courtney  Compton,  Manager 

London:  Peter  M.  Schoff,  Diiecio   I  itl.  Adv.,  Europe  and  Africa 
Tokyo:  Toyosuke  Gamo,  Manager 
v  'ort  Updates:  Sarah  Ma 
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Don't  blame  the  lawyers;  blame  the  judges 

Like  most  others  in  the  business  press,  Forbes  has  been  prone 
blame  greedy  lawyers  and  gullible  juries  for  the  explosion 
litigation  that  potentially  threatens  the  solvency  of  every  sinj 
business  in  the  country.  But  in  this  attribution  of  blame  we' 
all  been  somewhat  simpleminded,  as  Peter  Brimelow  points  o 
in  this  issue's  cover  story.  Something  more  complex  than  gre 
and  gullibility  is  involved.  The  courts  themselves  have  appi 
priated  powers  the  Constitution  did  not  intend  them  to  ha\ 
opening  the  way  for  greed  and  gullibility  to  triumph  in  mai 
courtrooms.  "Judicial  imperialism"  starts  on  page  109.  Accoi 
panying  the  main  article  are  Ed  Finn's  "Megatort  mania 
describing  how  Texaco-Pennzoil  may  be  only  the  start  of 
trend;  and  "The  best  justice  money  can  buy,"  Bill  Barret 
description  of  some  peculiarities  of  the  Texas  court  system. 

Hot — and  not  so  hot 

Some  of  the  worst  performers  in  this  year's  hot  stock  mark 
have  been  brand-new  closed-end  funds  run  by  celebrity  mon< 
managers.  Yes,  it  is  too  soon  to  judge  how  well  these  new  fun 
will  do  in  the  long  run,  but  it  is  not  too  early  to  draw  a  lessc 
from  these  disappointing  showings.  Richard  Phalon  draws  t 
lesson  in  "Famous  artists"  on  page  102. 

And  among  the  most  spectacular  performers  have  been  go 
stocks.  What  next  for  the  golden  fleece?  Columnist  Susan  L 
put  the  question  to  some  smart  money  managers.  She  summ 
rizes  their  answers  on  page  194. 


One  down  and  one  to  go 

A  friend  in  Denver  sent  this  photo 
from  the  Colorado  Statesman.  You  all 
recognize  the  ex-presidential  candi- 
date on  the  right.  You  may  not  recog- 
nize his  smiling  pal.  He's  Meyer 
Blinder,  proprietor  of  Blinder,  Robin- 
son, that  rapacious  securities  bucket 
shop  profiled  in  our  "Blind  'em  and 
rob  'em"  (Apr.  20).  Blinder  was  co- 
chairman  of  a  $500-a-plate  fundraiser 
that  kicked  off  the  now-aborted  polit- 
ical campaign.  Gary  Hart  apparently 
was  no  more  careful  in  his  choice  of 
contributors  than  of  house  guests. 


Colorado  Staled 


Blinder  and  Hart 


An  eye  for  opportunity 

How  do  you  get  to  be  chief  executive  of  a  billion-dollar  bank  ar 
earning  maybe  $250,000  when  you  are  only  43?  Karen  Horn  d 
it  by  disciplining  herself  against  complacency  even  when  si 
was  making  good  progress  in  jobs  she  liked.  She  says,  "It  w; 
[always]  part  of  my  education  to  know  what  possibilities  we: 
out  there."  Being  alert  to  and  following  those  opportunity 
caused  uprooting  and  personal  sacrifices  but  led  this  Californ. 
native  to  the  top  spot  early  this  year  at  the  Cleveland  affiliate  ■ 
Banc  One  Corp.  This  at  an  age  when  most  executives  are  sti 
hoping  for  a  vice  presidency  somewhere.  "Peripatetic  bankei 
by  Dyan  Machan  is  in  Careers,  page  170. 

LS Editor 
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WELL.  AT  AROUND  »20  A  BOTTLE,  THE  GLENLIVET  Scotch 
whisky  can  be  a  little  bit  of  a  stretch  for  some 
people.  But  don't  forget,  The  Glenlivet  has  been  made 
in  the  same  unique  way  since  1747.  And  it  is  a  12-year- 
old  single  malt  Scotch  with  unsurpassed  smoothness 
and  character.  And  remember  that  if  by  some  unfortu- 
nate change  in  your  circumstances  The  Glenlivet  seems 
even  more  unattainable,  keep  trying.  Twenty  dollars 
might  keep  you  in  Scotch  for  a  lifetime. 

The  Glenlivet.'Just  Slightly  Out  Of  Reach. 


olIow-Through 


Edited  by  John  A.  Conway 


The  stuff 
of  dreams 

Aug.  26,  1985 


Pie-in-the-sky  dreaming"  was  how 
Forbes  pictured  pay-per-view  ca- 
ble television  two  years  ago,  citing  25 
years  of  unfulfilled  promises  of  limit- 
less payoffs  from  the  idea  of  selling 
home  entertainment  on  a  show-by- 
show  basis.  The  dream,  however,  re- 
fuses to  die.  In  the  past  six  months  it 
has  come  alive  again,  this  time  tem- 
pered with  realism. 

Two  events  contributed  to  this 
year's  euphoria.  In  March  "Wrestle- 
Mania  III"  (Hulk  Hogan  and  compa- 
ny) was  seen  by  700,000  homes  and 
generated  $13.4  million  in  PPV  reve- 
nues, up  50%  from  the  1986  show.  In 
April  the  Leonard-Hagler  fight  added 
another  $8  million,  according  to 
Channels,  the  communications  trade 
magazine.  Those  totals  were  a  shot  in 
the  arm  for  pay-per-view,  whose  an- 
nual revenues  in  1986  were  estimated 
at  only  $40  million  to  $50  million. 

But  wrestlers  and  prizefighters  can 
not  climb  into  the  ring  every  day,  and 
movies  remain  PPV's  staple  fare.  Hol- 
lywood in  turn  is  focused  on  VCR 
cassette  rentals,  which  last  year 
topped  box-office  grosses  for  the  first 
time. 

Even  so,  studios  see  at  least  some 
opportunity  in  pay-per-view  as  a  film 
outlet  since  cassettes  bring  no  money 
beyond  the  initial  sale  to  the  cassette 
retailers.  Channels  reports  studios  last 
year  collected  only  about  $900  mil- 
lion from  cassette  rentals;  pay-per- 
view  could  promise  much  more. 
Echoing  that  thought,  the  film  direc- 
tors plan  to  negotiate  rights  to  a  share 
of  potential  pay-per-view  revenues 
from  any  film  they  make. 

For  now  at  least,  the  big  obstacle  to 
growth  remains  the  high  cost  of  tech- 
nology: Who  will  pay  the  bill  to  in- 
stall sophisticated  "interactive"  sys- 
tems allowing  cable  viewers  to  get 
pay-per-view  movies  on  demand  in 
their  homes,  and  how  will  'hey  be 
billed?  Lately,  at  least  some  cdi;e  op- 
3  -  ?crn  to  be  willing  to  pick  up 
osts.  United  Cable  in  Denver, 


for  instance,  is  spending  $50  million 
to  increase  its  "addressable"  homes, 
now  300,000,  to  its  full  list  of  800,000 
subscribers  over  the  next  year. 

The  pie  may  be  still  in  the  sky,  but 
it  is  getting  closer  to  earth. 


The  biggest 
drug  bust 

Oct.  9,  1986 


as  "the  largest  and  most  succes 
undercover  investigation  in  fede 
drug  law  enforcement  history."  Ev 
the  U.S.  taxpayer  got  a  dividend.  T 
undercover  agents  charged  drug  de 
ers  about  $4  million  in  "comm 
sions,"  Meese  said,  so  "the  drug  tr 
fickers  paid  for  their  own  downfall 


News  on 
home  f : 

Aug.  12,  1985 


Nine  months  ago  Forbes  showed 
how  drug  money  was  laundered 
into  clean,  untraceable  cash — the 
bales  of  currency  smuggled  to  discreet 
banks  in  countries  like  Panama,  to 
U.S.  banks  and  even  the  Federal  Re- 
serve itself.  The  Atlanta  Fed's  Miami 
branch  alone  had  deposits  of  $1.3  bil- 
lion cleared  through  Panama.  A  top 
Fed  official  in  Miami  summed  up  the 
banks'  see-no-evil  stand:  "We  don't 
care  where  the  money  comes  from. 
Finding  out  is  not  our  business." 

Federal  drug-busters  have  made  it 
their  business — and  they  are  getting 
help.  Switzerland,  the  Bahamas  and 
the  Cayman  Islands  now  turn  over 
bank  records  on  demand.  Panama,  the 
preferred  depository — its  banks  held 
more  than  $50  billion  in  dollar  depos- 
its— followed  suit  last  December.  Hit- 
ting drug  bankrolls  goes  for  the  jugu- 
lar. Alwin  Coward,  head  of  financial 
intelligence  for  the  Drug  Enforcement 
Agency,  told  Forbes:  '"We're  finding 
that  if  you  seize  every  red  penny 
they've  got,  you  render  drug  traffick- 
ing organizations  impotent." 

Last  month,  the  money  trail  led  to 
the  payoff  in  the  DEA's  biggest 
"sting"  operation.  The  three-year- 
long "Operation  Pisces"  produced 
387  arrests  and,  along  the  way,  seizure 
of  $50  million  in  assets,  including  $32 
million  in  cash  and  28,000  pounds  of 
cocaine.  Another  $27.4  million  was 
identified  in  Panamanian  bank  ac- 
counts, and  that  country's  six-month- 
old  law  let  it  freeze  suspected  drug 
accounts  in  half  a  dozen  banks.  Four 
Florida  banks  also  cooperated. 

In  Pisces,  federal  agents  became 
money  launderers  and  moved  $116 
million  in  illicit  cash.  Attorney  Gen- 
eral Edwin  Meese  III  hailed  the  sting 


Two  years  ago  Forbes  spotted  "r 
trouble"  in  home  mortgages,  si. 
posedly  one  of  the  safest  kinds 
loans.  Delinquencies  were  at  alltir 
highs,  and  private  mortgage  insure 
had  lost  a  record  $500  million  in  19£ 
Worse,  insurers  were  fighting  a  wa 
of  fraud.  A  third  of  the  Veterans  A 
ministration's  25,000  foreclosures  i 
volved  cheating;  up  to  20%  of  privs 
insurers'  claims  were  scams. 

Since  then,  foreclosures  have  ca 
tinued  to  edge  up,  but  the  delinque 
cy  rate  fell  to  5.33%  late  last  ye; 
from  a  record  high  of  6.13%  in  ear 
1985.  Mortgage  bankers  attribu 
much  of  this  to  lower  interest  rate 
which  let  many  save  by  refinancing 
Meanwhile,  federal  insurers  ha 
launched  a  frontal  assault  on  fraud. 
December  the  Department  of  Hon 
ing  &  Urban  Development  began  i 
quiring  banks  to  deny  FHA-insun 
loans  to  anyone  against  whom  a  clai 
had  been  paid  within  the  last  thr 
years.  Lenders  must  now  also  guara 
tee  that  if  an  FHA-insured  property 
sold  or  transferred  within  two  years 
its  purchase,  the  new  owner  will  1 
subject  to  federal  credit  checks. 

In  addition,  HUD  has  focused  c 
such  cities  as  Chicago,  St.  Louis  ar 
Columbia,  S.C.,  where  internal  da 
have  turned  up  a  larger  than  averaj 
number  of  defaults  on  FHA  loans. 

Since  March  1986  federal  investig, 
tions  have  produced  115  indictmen 
and  95  convictions,  most  for  equii 
skimming — that  is,  illegally  acquirir 
property  without  making  mortgaf 
payments — or  lying  to  get  insure 
mortgages  for  unqualified  applicant 
One  Washington,  D.C.  speculator  an 
his  partners  were  recently  convicte 
on  88  counts  of  racketeering,  bribei 
and  illegally  acquiring  more  than  $1 
million  in  FHA-insured  loans. 
The  con  men  are  now  on  notice. 
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(Fidelity  re  invents  the  stock  market. 


ector  Investing:  An 
inovative  investment 
:pportunity. 

idelity  is  "re-inventing"  the  stock 
i  arket  by  offering  a  different  kind 
ir  exchange  consisting  of  35 
!idustry  sector  portfolios.  And 
pme  aggressive  investors  are 
.  scovering  industry  sector 
westing  may  be  a  way  to 
tjtperform  the  stock  market 
^erages. 

Because,  regardless  of  which 
lay  the  market  is  headed,  some 
ctors  of  the  economy  will  out- 
;rform  stock  market  averages. 

resenting... 

Idelity  Select  Portfolios: 

lis  stock  market  "re-invention" 
)ncentrates  investments  in  spe- 
fic  industry  sector  portfolios — 
ich  comprised  of  a  group  of 
locks  within  a  particular  indus- 
y  and  managed  by  Fidelity's 
dustry  experts 

By  concentrating  on  indus- 
y  sectors,  Fidelity  Select 
)rtfolios  may  offer  investors  a 
ore  convenient  way  to  target 
vestments. 


Fidelity  Select  Portfolios® 

Air  Transportation 

Housing 

American  Gold 

Industrial  Materials 

Automation  and 

Leisure 

Machinery 

Life  Insurance 

Automotive 

Money  Market 

Biotechnology 

Paper  and  Forest 

Broadcast  and  Media 

Products 

Brokerage  and  Invest- 

Precious Metals 

ment  Management 

and  Minerals 

Capital  Goods 

Property  and  Casualty 

Chemicals 

Insurance 

Computers 

Regional  Banks 

Defense  and  Aerospace 

Restaurant  Industry 

Electric  Utilities 

Retailing 

Electronics 

Savings  and  Loan 

Energy 

Software  and 

Energy  Service 

Computer  Services 

Financial  Services 

Technology 

Food  and  Agriculture 

Telecommunications 

Health  Care 

Transportation 

Health  Care  Delivery 

Utilities 

More  details  with  FREE 
Information  Kit. 

Request  a  Free  Information  Kit 
with  more  complete  details  on  the 
special  risks  and  potential  rewards 
of  sector  investing  and  Fidelity 
Select  Portfolios.  You  can  start 
with  just  $1,000;  $500  for  IRA's. 
Simply  use  the  coupon  or  call 
toll-free  1-800-544-6666  (in 
Massachusetts,  call  collect 
617-523-1919). 

Remember:  Since  Fidelity  Select 
Portfolios  are  non-diversified  and 
focus  on  specific  industries,  they 
are  targeted  to  investors  willing 
to  accept  greater  share  price 
volatility. 


Send  for  your  FREE  "Six  Steps  to  Fidelity  Sector 
Investing"  Information  Kit. 


n 


-yrjgg  Please  send  me  my  Free  "Six  Steps  to  Fidelity  Sector  Investing" 


Information  Kit,  including  a  free  Prospectus  with  more  complete 
information  including  management  fees,  expenses,  the  2%  sales  charge  and  1% 
redemption  fee.  I  will  read  it  carefully  before  I  invest  or  send  money.  Fidelity 
Distributors  Corporation,  (General  Distribution  Agent),  P.O.  Box  660603, 
Dallas,  TX  75266. 

Name  

Address  

City  


. State . 


Zip . 


□  Free  IRA  Fact  Kit  (SELI).    □  Free  Keogh  Fact  Kit  (SELK) 


L_ 


Fidelity  call  1-800-544-6666 

Investments  (in  Massachusetts,  call  collect  617  S2VI91<)  >PQ  RB  /  SEL/ 06  0  18  7 j 


Trends 


Automobiles 


Who'll  win  the  truck  race? 

With  General  Motors  beset  with 
problems  keeping  its  market 
share  in  automobile  sales,  could  this 
be  the  year  when  Ford  catches  up  in 
trucks?  Just  maybe.  In  the  first  four 
months  of  1987  Ford  outsold  Chevro- 
let, GM's  top  truck  marque,  466,000 
to  371,000.  Overall  GM  has  kept  its 
lead  because  it  also  sells  under  the 
GMC  label,  but  Ford  has  been  closing 
the  overall  gap,  too,  which  has  been 
nearly  halved  in  the  last  year,  to  a 
32.3%  share  for  GM,  vs.  28%  for  Ford. 
Despite  Ford's  full-throttle  pace,  how- 
ever, GM  must  still  like  its  prospects. 
Witness  dealer  inventory  and  produc- 
tion. The  company  has  382,000 
trucks  in  dealer  inventory,  a  72-day 
supply,  as  compared  with  Ford's  64- 
day  stockpile.  GM  is  also  just  now 
getting  to  sales  lots  with  its  new  full- 
size  pickup,  the  GMC  Sierra  and 
Chevy  CK.  For  now  at  least,  GM  still 
has  the  edge — but  maybe  not  for 
much  longer. 


Finance 


Munis  live  on 

Tax  reform  strictly  limits  the  issue 
of  tax-free  municipal  bonds  for 
"private"  projects — such  as  housing, 
airports,  mass  transport,  toxic  waste 
dumps  and  industrial  and  urban  de- 
velopment— to  S21.3  billion  this  year, 
71%  less  than  was  issued  two  years 
ago.  The  1988  cap  will  be  even  lower. 
Such  bonds  also  lost  their  biggest 
market  when  banks,  which  used  to 
buy  90%  of  them  because  they  could 
deduct  carrying  costs,  lost  their  de- 
ductions with  tax  reform. 

But  the  so-called  private  muni-fi- 
nanced  projects  are  far  from  dead,  says 
Atlanta's  Industrial  Development  Re- 
search Council.  Its  poll  of  600  utili- 
ties, banks  and  city  development 
agencies  found  that  28%  were  getting 
around  the  problems  one  way  or  an- 
other. To  issue  tax-exempt  develop- 
ment bonds  publicly  would  be  expen- 
sive for  small  issues.  But  18  states 
have  set  up  tax-exempt  bond  pools 
{which  also  come  under  the  1987  lim- 
it) to  reduce  upfront  underwriting 
s  Li  ;hi  states  are  alsu  putting  to- 


hdited  b\  John  A.  Conwa\ 

gether  taxable  bond  pools  in  anticipa- 
tion of  the  day  when  tax-exempt  de- 
velopment bonds  may  be  disallowed 
altogether.  There  are  other  new  ways 
of  subsidizing  projects,  too.  Some 
states,  including  New  York  and  Cali- 
fornia, are  using  federal  grants  to  fund 
short-term,  low-interest  revolving 
loans.  Some  cities,  such  as  Pontiac, 
Mich,  and  South  Bend,  Ind.,  are  set- 
ting "development  areas"  in  which 
they  guarantee  to  use  property  taxes 
to  improve  the  local  infrastructure, 
indirectly  benefiting  businesses  that 
locate  there.  So,  in  many  cases,  tax- 
payer subsidies  will  live  on. 


Government 


The  chicken -feed  problem 

By  law,  the  650  million  checks  the 
federal  government  writes  each 
year  can  be  held  indefinitely  before 
cashing.  The  Treasury  Department 
now  wants  a  six-month  limit  im- 
posed, charging  that  keeping  track  of 
the  uncashed  checks  is  a  time-con- 
suming bookkeeping  headache,  espe- 
cially since  most  of  them  are  for  tri- 
fling sums.  About  5.5  million  checks 
outstanding  are  at  least  a  year  old  (half 
are  more  than  10  years  old  I  and  their 
total  worth  is  around  SI. 2  million.  In 
1986  Treasury  disbursed  $32,221.40 


JL. 


for  checks  more  than  30  years  oldi 
The  oldest  was  dated  Apr.  15,  19191 
for  SI. 01  in  interest  on  a  World  War  I 
Liberty  Bond.  The  smallest  was  a  Mar. 
16,  1955  tax  refund  of  10  cents.  U 
Congress  changes  the  rule,  Treasury 
will  give  holders  a  half-year  grace  pe- 
riod to  cash  any  check  more  than  six 
months  old.  The  proposal  would  alsc 
put  a  one-year  limit  on  the  time  the 
government  can  go  back  to  a  bank  and 
recover  improper  payments. 


Health  Care 


Hustling  hospitals 

As  pressure  grows  throughout  the 
health  care  industry  to  hold  down 
costs,  hospitals  have  been  getting  less 
and  less  of  the  more  than  S371  billion 
that  Americans  currently  spend  or 
health  care  annually.  Thus,  competi- 
tion among  hospitals  for  new  busi- 
ness has  been  heating  up.  Last  yeai 
hospitals  spent  about  S500  million  or 
advertising  campaigns,  up  60%  from 
1985  levels,  according  to  the  Ameri 
can  Hospital  Association.  Even  non 
profit  hospitals  have  joined  the  cnn 
sade.  Among  the  most  competitive 
markets  are  Texas  and  Minnesota; 
New  York  City — where  Mount  Sina 
Medical  Center  has  launched  a  $1.5 
million-per-year  print,  radio  and  tele 
vision  "image"  drive — is  riding  or 
their  heels. 


Finance 


Playing  with 
the  big  hitters 

Any  way  you  slice  it,  playing  tht 
world  currency  markets  is  risk? 
for  even  the  biggest  investment  nisti 
tutions.  R.  Leslie  Deak,  former  picsii 
dent  and  chief  executive  of  Deak  Per 
era  U.S.,  the  coin  and  currency  deale 
(now  owned  by  an  Australian  tman 
cial  services  firm!,  thinks  he  has  ; 
way  to  let  small  investors  get  in  oi 
the  gamble.  Deak's  tiny,  closely  helc 
American  National  Bank  of  Nev 
York  i$35  million  in  assets!  is  offennj 
federally  insured  certificates  of  depos 
it  denominated  in  major  currencies  n 
amounts  as  low  as  S5,000,  paying  in 
terest  rates  (in  foreign  currency)  a 
2Vs%  to  4'/2%,  depending  on  the  cur 
rency  involved.  If  the  dollar  drops,  th« 
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PATENT#4,584,240 
IS  THE  ONE  FISH  STORY  YOU 
HAVEN'T  HEARD  BEFORE. 


On  August  1, 1985,  DuPont  came  up  with  a  fish 
story  that's  so  unbelievable  we  patented  it.  Patent  #4,584,240 
is  Prime,®  the  first  and  only  cofilament  fishing  line.  The 
inner  polyester  filament  is  for  low  stretch.  The  outer  nylon 
filament  is  for  flexibility. 

The  result?  A  level  of  sensitivity,  hooksetting  speed 
and  power  that  no  other  line  can  match. 

Although  DuPont  has  shown  the  way  in  nylon 
fishing  line  from  the  beginning,  it  isn't  our  only  sports  interest. 
DuPont  products  have  brought  new  standards  of  performance  to 
tennis,  skiing,  boating,  hunting,  swimming,  golfing  and  bowling. 

You  see,  we've  earned  more  than  80,000  patents  in 
the  last  50  years.  Some  save  lives,  travel  into  space  or  help  crops 
grow.  Others,  like  Patent  #4,584,240,  have  a  different  role.  They 
just  make  your  life  a  little  more  enjoyable. 

BETTER  THINGS  FOR  BETTER  LIVING. 
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foreign-denominated  certificates,  of 
course,  rise  in  value.  If  the  dollar  rises, 
you  lose,  since  payments  and  princi- 
pal are  in  declining  foreign  currencies. 
Deak  has  a  way  to  play  that  card,  too. 
With  a  $5,000  down  payment,  deposi- 
tors can  buy  up  to  $20,000  worth  of 
foreign  currency.  His  bank  then  con- 
verts to  dollars  and  invests  in  three-  or 
six-month  U.S.  CDs.  If  the  dollar  goes 
up,  the  currency  can  be  paid  back 
with  fewer  dollars.  The  catch?  To  off- 
set the  cost  of  the  $20,000  loan  for  six 
months  (no  longer  deductible  under 
tax  reform),  the  dollar  would  have  to 
rise  at  least  3%  against  the  foreign 
currency. 


Trade 


Not  so  Yankee  ingenuity 

Benjamin  Franklin  should  be  turn- 
ing in  his  grave.  For  the  first  time, 
a  foreign  company — Japan's  Hitachi 
Ltd. — tops  the  list  of  successful  appli- 
cants at  the  U.S.  Patent  &.  Trademark 
Office.  In  1986  Hitachi  won  731  pat- 
ents, beating  out  the  former  leader, 
General  Electric,  which  came  in  sec- 
ond with  714.  Three  other  Japanese 
companies — Toshiba,  Canon  and  Fuji 
Photo — were  among  the  top  ten, 
along  with  IBM,  RCA,  Westinghouse, 
the  Netherlands'  U.S.  Philips  and 
West  Germany's  Siemens  A.G.  For- 
eigners got  46%  of  U.S.  patents  last 
year,  up  from  20%  in  1967,  says  Pat- 
ent Commissioner  Donald  Quigg. 
Why?  Foreigners  have  realized  that 
"intellectual    property"    will  help 


Benjamin  Franklin 

Are  we  running  out  of  ideas  ? 


them  compete,  he  says,  while  corpo 
rate  America  finds  acquiring  compa 
nies  more  profitable  tban  developing 
new  products.  In  addition,  he  notes 
many  companies  America  depends  ot 
for  new  technology  are  moving  intc 
service  industries.  General  Motors1 
for  example,  is  now  the  nation's  secj 
ond-largest  mortgage  lender. 


Management 


The  name  game 

What's  in  a  name?  A  lot,  perhaps 
Identica,  a  corporate  identity 
consulting  firm  in  New  York  City 
measured  the  financial  performanci 
of  more  than  50  corporations  wit!) 
"letter  names,"  such  as  TRW,  LTV 
and  CSX,  against  others  with  "nam« 
names,"  such  as  Caterpillar  and  Wes 
tinghouse.  It  found  the  letter  name: 
lacking.  Using  data  published  in 
Forbes,  Identica  says  that  over  th« 
last  five  years,  companies  with  lette 
names  averaged  7.4%  in  sales  growth 
and  10.5%  return  on  equity,  com 
pared  with  9.2%  sales  growth  and 
12.8%  return  on  equity  for  "nami 
names"  companies.  The  letter  name; 
did  worst  of  all  on  earnings  pe 
share — 1.3%  average  growth  over  five 
years,  compared  with  6.9%  for  all  oth 
ers.  In  12  industries — including  con 
sumer  products,  food  distribution,  ai: 
transport,  retailing,  conglomerate: 
and  leisure  and  recreation — lette 
name  companies  underperformec 
group  averages  on  all  three  counts 
They  did  almost  as  badly  in  the  banl 
and  thrift,  oil,  electric  utility,  autoi 
motive,  telecommunications  anc 
chemical  industries.  Only  in  insur 
ance  did  letter  name  companies  out 
perform  the  others  on  all  three  meai 
sures.  The  moral?  "Anonymity 
doesn't  pay,"  says  Identica  Presides 
Laurence  Ackerman. 


Energy 


Head  in  sand  department 

Despite  serious  warnings  abou' 
power  shortages  looming  in  the 
1990s,  more  than  half  of  123  electric 
utilities  polled  recently  are  promoting 
sales — either  overall  or  during  off 
peak  hours — says  a  new  report  by  the 
Investor  Responsibility  Research 
Center  of  Washington,  D.C.  The  rea< 
son,  the  study  says,  is  that  many  re 
gions,  including  the  West  and  Mid 
west,  have  about  40%  of  their  gener- 
ating power  in  "reserve,"  twice  the 
cushion  they  need.  But  promoting 
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sales  is  dangerous;  warns  co-author 
Douglas  Cogan,  because  if  companies 
overshoot  their  reserve  margins,  they 
;ould  be  faced  with  building  new 
oower  plants. 

Though  analysts  warn  that  conser- 
/ation  and  load  management  to  cut 
demand  during  peak  hours  are  crucial 
i:o  long-term  planning,  few  firms  pay 
_  :he  concept  more  than  lip  service.  Of 
|| 76  utilities  that  reported  their  spend- 
llmg  on  conservation  for  1985,  the  study 
says  only  7,  including  Pacific  Gas  &. 
Electric,  Bonneville  Power  Adminis- 
:ration  and  Southern  California  Edi- 
son, are  heavily  promoting  energy  sav- 
ng  programs.  Similarly,  while  50  were 
spending  $  135  million  to  improve  load 
management,  7  accounted  for  three- 
i  quarters  of  that  money. 


Government 


Quote,  unquote 

Vice  Admiral  Joseph  Metcalf  III, 
head  of  the  Navy's  surface  warfare 
branch,  noting  that  on  a  fighting  ship 
us  small  as  a  frigate  the  weight  of  the 
.)aper  aboard  and  the  cabinets  to  hold 
(t  totals  20  tons:  "I  find  it  mind-bog- 
ding.  We  do  not  shoot  paper  at  the 
imemy." 


Education 


No  LAX  or  Beverly  Hills  hotel 
makes  this  statement 


Discover  The  Marina  Beach  Hotel,  five 
miles  north  of  Los  Angeles  International 
Airport . . .  and  a  world  apart. 

Discover  a  4  Diamond  hotel  overlook- 
ing the  ocean  that  offers  spacious  rooms 
and  suites,  24-hour  room  service,  cable 
television,  free  airport  transfers  and 
self-parking . . .  even  a  no-smoking  floor. 

Discover  nearby  shopping  at  Fisher- 
man's Village  or  browse  the  wares  of 
Beverly  Hills,  Westwood  or  Century 
City  only  15  minutes  away. 


Discover  14  state-of-the-art  meeting 
rooms  which  will  perfectly  accommo- 
date your  conference. 

Visit  soon  and  enjoy  the  experience. 

4100  Admiralty  Way         * ' 
Marina  del  Rey,  CA  90292 
(213)  301-3000;  (800)  8-MARINA  (CA); 
(800)  882-4000  (Nationwide). 


rhe  young  at  heart 

Every  time  another  young  Wall 
Street  executive  is  arrested  for  in- 
sider trading,  moralizing  voices  can 
be  heard  proclaiming  the  death  of 
American  ethics.  Yet  a  new  study  by 
Zatalyst,  a  nonprofit  research  firm  in 
New  York  City,  suggests  that  young 
people  are  heading  into  their  planned 
;areers  as  idealistic  as  ever.  A  poll  of 
577  students  at  six  colleges  found  that 
19%  thought  "superior  performance" 
Was  the  key  factor  in  advancement, 
along  with  enthusiasm,  good  attitude, 
issertiveness  and  self-confidence.  Far 
lown  the  list  were  such  practicalities 
is  getting  along  with  the  boss,  having 
i  helpful  adviser,  being  a  team  player 
:>r  playing  office  politics.  Catalyst 
ilso  found  that  95%  of  the  men 
)olled,   and   91%    of   the  women, 
)lanned  to  work  full-time  for  most  of 
i  heir  adult  lives,  though  83%  also  in- 
ended  to  have  children — many  two 
)r  more.  A  growing  family,  advance- 
ment on  the  merits — it's  with  such 
incynical    goals,    apparently,  that 
nost  young  Americans  still  enter 
idulthood. 
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John  McLaughlin  fuels  the  fire  while  respected  journal- 
ists Jack  Germond,  Morton  Kondracke,  and  Robert 
Novak  provide  informative  and  often  explosive  opinions. 

Join  them  all  on  the  McLaughlin  Group.  It  just  might  be  the 
freshest,  boldest,  most  incisive  political  show  on  the  air. 

Don't  miss  it.  The  people  who  run  this  country  never  do. 

The  McLaughlin  Group 

Made  possible  by  a  grant  from  GE. 


Check  local  listings  for  station  and  time.  (§)  A  REGISTERED  TRADEMARK  OF  GENERAL  ELECTRIC  COMPANY 
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Traditionally  inthe\i 

who  perform 


UPS  proudly  flies 

nes  to  package  delivery  companies,        In  fact,  it's  an  obsession  with  us.  After  all, 

a  lea*  a:  in  the  industry.  enables  us  to  deliver  packages  for  less, 
-^petition,  our  high  level  of  And,  in  turn,  charge  less. 

3t  reflected  in  our  prices.  We  deliver  Next  Day  Air  to  any  address  ccl 

LIPS  we  work  hard  at  being  efficient,  to  coast  for  up  to  half  what  the  competition 
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i  of  business,  those 
t  chaise  most 
le  face  of  tradition. 

i  ges.  And  if  you  can  afford  to  wait  one  more  So  if  you  need  a  package  delivery  company  you 

I  you  can  use  UPS  2nd  Day  Air  and  save  even     can  depend  on,  call  UPS.  Especially  if 

being  efficient  is  as  much  an  obsession 
<  |ur  service  and  low  prices  also  extend  to  Japan     with  you  as  y/e  run  the  tightest  ship  in 
k  most  of  \5Cestern  Europe.  it  is  with  us.     the  shipping  business. 


Readers  Say 


Stock  worry? 

Sir:  The  amount  of  space  devoted  to 
lack  of  sleep  in  the  May  4  Fact  and 
Comment  leads  me  to  believe  that 
Chairman  Malcolm  is  lying  awake  at 
night.  Perhaps  he  already  knows  the 
answers  to  the  question  posed  on  the 
May  4  cover  about  the  stock  market. 
—J.  E.  Gentel 
Wlnte  Plains,  NY. 


HOW  WILL 


Sensible  suggestion 

Sir:  Re  "Guess  who's  causing  fewer 
lawsuits?"  (Fact  and  Comment,  Apr. 
27).  In  addition  to  the  reduction  of 
contingency  fees  and  to  charging  the 
party  bringing  the  frivolous  legal  ac- 
tion with  the  legal  fees,  why  not  per- 
mit paralegals  to  handle  less  compli- 
cated legal  matters,  i.e.,  simple  wills, 
divorces,  traffic  violations,  etc. 
— Robert  S.  VanDerzee 
Sarasota.  Fla 


Going  with  FASB 

Sir:  In  your  Mar.  23  article  "Instant 
tycoon,"  on  the  sale  of  single  premi- 
um life  insurance  policies,  you  indi- 
cated that  First  Capital  was  using  a 
method  which  recognized  profits  "up 
front"  on  single  premium  life  prod- 
ucts and  that  Transamerica  Occiden- 
tal was  selling  a  similar  product  on  a 
similar  accounting  basis.  Transamer- 
ica Occidental  will  use  the  account- 
ing treatment  proposed  by  the  FASB. 
— David  R.  Carpenter,  PSA 
Chairman  and  Chief  Executive, 
Transamerica  Occidental  Life 

Insurance  Co. 
Los  Angeles,  Calif. 


Wre  not  crooks 

Snt:  Laventhol  &  Horwath  stands  by 
>  record  of  quality  client  services 


and  highly  professional  accounting 
and  auditing  standards  (May  4).  Your 
article  took  the  position  that  consult- 
ing is  tantamount  to  a  crime.  Manage- 
ment advisory  services  have  been  an 
expanding  area  of  CPA  firms'  prac- 
tices for  the  past  30  years.  Offering 
related  services  to  clients  is  our  re- 
sponse to  marketplace  needs. 

L&H  does  execute  the  dual  respon- 
sibilities to  management  and  inves- 
tors with  integrity,  objectivity  and  in 
accordance  with  the  highest  stan- 
dards and  ethics  of  the  profession.  In 
American  business,  you  don't  achieve 
the  level  of  success  we  have  achieved 
by  cutting  corners. 
—George  L.  Bernstein 
Executive  Partner  Chief  Executive, 
Laventhol  &  Horwath 
Philadelphia.  Pa 


Watch  out,  Bill 

Sir:  If  MSF  Jr.  is  so  anxious  to  get  rid 
of  commies  in  the  American  hemi- 
sphere ("Nicaragua,"  Fact  and  Com- 
ment II,  Apr  27),  why  doesn't  he  sign 
up  in  the  Marines  and  take  out  Cuba? 
Don't  cancel  my  subscription.  Jr.  is  a 
better  joker  than  Cosby  or  the  comics. 
— S  R.  Mautner 
Boothhay  Harbor.  Me 


One  book 

Sir:  A  few  statements  in  your  Apr.  6 
issue's  article  "A  telephonic  Tower  of 
Babel"  bear  clarification.  The  most 
glaring  one  was  the  referral  to  me  as 
"silver-haired."  I'm  bald,  and  have 
been  for  over  30  years.  More  impor- 
tant, the  piece  reports  that  my  compa- 
ny maintains  ten  different  sets  of  ac- 
counting books.  In  fact,  we  have  only 
one  set  of  books.  With  regard  to  our 
jurisdictional  differences,  we  adjust 
those  entries  in  that  one  in  reporting 
to  each  individual  jurisdiction. 
— W.H.  Gain 
Comptroller, 
BellSouth  Corp. 
Atlanta.  Ga. 


Bad  luck  is  not  the  villain 

Sir:  Your  article  on  our  company 
(Mar.  9)  ascribes  our  performance  to  a 
bad  streak  of  "luck."  My  business  phi- 
losophy and  the  success  of  Johnson 
Products  does  not  rest  on  luck. 
Beginning  in  1975  the  Federal  Trade 


Commission  placed  us  at  a  sevc 
competitive  disadvantage  by  orderi 
Johnson  Products  to  affix  a  warm 
label  on  hair  relaxer  products  wh 
allowing  a  new  but  strong  competu 
in  this  product  category,  Revlon, 
unfairly  savage  us  in  the  marketplai 
The  Federal  Trade  Commission  c 
not  require  similar  compliance  frc 
Revlon  until  22  months  later. 

The  introduction  of  "an  expensi 
men's  cologne,"  Black  Tie,  was  u 
successful  [because]  those  who  cc 
trol  the  channels  of  retail  distribute 
simply  did  not  want  to  permit  a  blac 
controlled  company  to  expand  in 
the  general  market. 
— George  E.  Johnson 
President, 

Johnson  Products  Co.,  Inc 
Chicago,  III 


Apples  and  oranges 

Sir:  The  entry  on  Kemper  Corp. 
The  Forbes  500s  on  Wall  Street  (A} 
27)  listed  our  1986  earnings  per  sha 
at  S3. 40  but  indicated  that  the  avera 
1987  earnings  projection  from  14  an 
lysts  was  $3.23.  The  1986  figure  i 
eludes  realized  capital  gains.  The  co 
sensus  projection  is  for  operatn 
earnings,   which  does  not  inclui 
gains  or  losses  on  securities  sales. 
— John  II  Fitzpatrick 
Vice  President. 
Kemper  Corp. 
Long  Grove,  III. 

Forbes  does  include  capital  gains  ar 
losses  in  current  earnings  These  iter 
are  normally  not  shown  in  our  consa 
sus  estimates,  fljis  may  understate  es 
mates  for  banks  and  insurance  compt 
nies — Ed. 


Clean  blacklist 

Sir:  Re  your  article  "The  return  of  ti 
blacklist"  Mpr  6)  The  Environment. 
Protection  Agency  (EPA)  administe 
a  contractor  listing  program  under-tr 
Clean  Air  Act  and  the  Clean  Watt 
Act.  However,  unlike  the  listing  pn 
grams  noted  in  your  article,  the  EP 
listing  takes  place  only  after  a  enm 
nal  conviction.  Facilities  on  the  h: 
are  prohibited  from  acquiring  loan 
grants  or  contracts  throughout  th 
federal  government. 
— T/xjmas  L.  Adams  Jr. 
Assistant  Administrator  for  Enforcemen 

and  Compliance  Monitoring, 
i  nited  States  Environmental 

Protection  Agency 
Washington,  D  C 
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OYOTA  TOUCH 


Duality 

The  Cornerstone  Of  The  Toyota  Touch. 


a 


aiality.  A  word  talked  about 
everywhere.  But  at  Toyota 
we  produce  it  every  day  And 
the  Toyota  Touch  means 
you  can  expect  it.  Every  day. 
Your  satisfaction  is 
important  to  us.  If  you  have 
a  question  or  concern, 
we  want  to  know.  Talk  to  your 
Toyota  dealer,  or  call  our 
toll-free  number:  1-800-331-4331 
Quality.  Value.  Satisfaction. 
Every  mile  of  the  way. 
That's  the  Toyota  Touch. 


198?  Toyota  Motor  Sales.  U  S  A..  Inc. 

- 


who  TOYOTA 

COULD  ASK  Iv'vi^ 
FOR  ANYTHING 
MORE! 
Get  More  From  Life. . .  Buckle  Up! 


For  simplicity,  service  and 
savings,  it's  the  greatest 
innovation  in  long  distance 
since  WATS. 

New  MCI  PRISM  PLUS  combines  the  simplici 
of  ordinary  long  distance  with  sophisticated  featur 
and  savings  superior  to  AT&T  WATS.  Or  anything 
else  AT&T  has  to  offer  your  business. 

If  you  use  more  than  an  hour  and  a  half  of  long 
distance  a  day,  PRISM  PLUS  can  give  you  univers  ■ 
interstate  coverage  at  savings  of  10  to  35%  vs. 
AT&T.  And  with  PRISM  PLUS  there's  no  time- 
consuming  installation  or  special  lines  required*  Nt 
difficult,  costly  analysis.  You  get  complete,  detaile* 
billing  for  efficient,  effective  management.  And  yo " 
can  count  on  PRISM  PLUS  to  grow  with  your 
business  as  fast  and  as  far  as  you  go. 

The  simplicity-and  strength-of  PRISM  PLUS 
is  another  example  of  MCI's  commitment  to  super 
communications  solutions.  MCI®  has  invested  ove: 
$5  billion  to  bring  you  the  most  flexible,  sophisti- 
cated service  available.  MCI's  coast-to-coast  fiber 
optic  network  and  other  state-of-the-art  facilities 
can  guarantee  the  clearest,  cleanest  connections 
and  the  most  reliable,  cost-efficient  service. 

Let  PRISM  PLUS  revolutionize  your  business' 
capabilities.  Call  MCI  today. 

For  more  information, 
call  1-800-888-0800. 

sS 

COMMUNICATIONS 
FOR  THE  NEXT  100  YEARS: 

MCI  and  the  MCI  logo  are  registered  service  marks  of  MCI  Communications  Corporation  (MCI' 
CI  PRISM  PLUS  and  COMMUNICATIONS  FOR  THE  NEXT  100  YEARS  are  service  marks  of  f 
D  MCIC:  February  1987.  'Available  in  all  Equal  Access  areas. 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SO  NOW  WHO'S  LIKELY  TO  BE 

With  Hart  out,  New  York's  Cuomo  still  adamant  about 
lot  running,  and  strong-running  Jesse  Jackson  a  most 
mlikely  winner,  who's  on  first  today? 
Nobody. 

Who  looks  strongest  in  the  batting  order? 
There's  Delaware's  appealing,  oratoryful  liberal  Senator 
oe  Biden.  He  could  hit  a  two-bagger. 

There's  Massachusetts'  charismatic  Governor  Mike  Du- 
cakis  with  a  record  of  real  accomplishment  in  a  state  that 
las  tough  problems.  A  big  win  in  neighboring  New  Hamp- 
hire  will  provide  the  exposure  needed  for  other  areas  of 
he  country  to  realize  he's  an  appealing  possibility. 

Bruce  Babbitt,  Arizona's  former  governor,  and  Tennes- 
ee's  young  Senator  Albert  Gore  will  find  it  tough  to  widen 
heir  strong  hold  on  limited  regional  bases. 

Gephardt?  He  chose  to  take  a  swat  at  the  nomination 
vith  a  sticky,  brittle  bat,  i.e.,  the  Gephardt  amendment  to 
he  trade  bill.  It  would  automatically  trigger  a  high-tariff 
iVar  that  would  swiftly  insure  a  devastating  world-wide 
cession/depression,  as  did  the  Smoot-Hawley  Bill  of  1 930. 


THE  DEMOCRATIC  NOMINEE? 

Gephardt-Smoot-Hawley  may  play  well  in  Iowa  and  prima- 
ries in  pockets  of  distress,  but  such  grandstanding  won't  put 
the  ball  over  the  fence  for  a  nomination  home  run. 

Who's  the  Democrat  most  apt  to  make  the  winning  run? 

New  Jersey's  basketball-famed  Princetonian,  Rhodes 
scholar  Senator  Bill  Bradley.  He's  widely  respected  by  his 
fellow  senators  as  one  who  really  does  his  legislative 
homework.  The  income-tax  reduction  bill  couldn't  have 
happened  without  him.  He's  criticized  for  the  lack  of 
rhetorical  wind  to  accompany  his  thoughtful  words  from 
the  podium.  But  his  Gary  Cooperesque  laconic  delivery  of 
commonsense  sentences  could  register  refreshing  appeal 
(see  Fact  and  Comment,  Apr.  20). 

In  conversations  I've  had  with  Bill  Bradley  in  recent 
months  and  weeks,  he  was  clear  about  not  planning  to 
enter  the  field  as  it  stood  before  Donna  broke  Gary  Hart's 
rice  bowl. 

As  the  demand  for  him  now  steadily  builds,  he  might 
decide  to  go. 
And  if  he  goes,  he's  very  likely  to  go  all  the  way. 


TEXACO  RAPE  BY  TEXAS  "JUSTICE"  GETS  MORE  BIZARRE 


Motivated  by  one  of  the  costliest  peacetime  vengeances, 
ennzoil's  driven  Texaco  into  the  bankruptcy  courts.  That 
suit  was  made  possible  by  a  Texas  court's  "justice, "  which 
s  become  a  synonym  for  the  antithesis  (see pp.  114, 122). 
Think  of  it.  Pennzoil  has  an  agreement  that  has  not  yet 
come  a  contract  to  buy  43%  of  Getty  Oil  for  around  $4 
illion.  Texaco  makes  an  offer  of  $10.1  billion  for  the 
vhole  company,  and  the  Getty  shareholders  decide  to  take 
le  better  deal.  And  a  Texas  judge  then  decides  Pennzoil  is 
ntitled  to  $11  billion  for  the  injustice  of  having  been 
utbid  between  the  time  of  agreement  to  agree  and  the 
igning  of  a  contract. 
You  and  I  may  not  be  lawyers,  but  wouldn't  you  think, 
you  were  a  Getty  stockholder,  that  you'd  be  entitled  to 
ue  your  management  if  they  didn't  take  a  far  better  offer 


before  they  had  signed  a  less  remunerative  contract?  If  an 
agreement  to  agree  is  all  that's  required,  why  in  the 
name  of  law  for  all  these  dozens  of  decades  has  the 
signing  of  contracts  been  required  before  something 
becomes  legally  binding? 

Are  all  contracts  from  that  infamous  day  of  "justice"  in 
a  Texas  court  now  to  be  considered  superfluous?  From 
now  on,  you've  bought  a  car  when  you  and  the  salesman 
agree,  though  you  might  change  your  mind  if  you  get  a 
better  deal  before  you  sign  the  contract? 

Contract  chaos  will  now  ensue  if  the  Texas  legal  rape  of 
Texaco  stands.  There  will  be  one  further  result — lucrative 
employment  for  the  thousands  of  lawyers  striving  to 
achieve  income  levels  equal  to  those  of  the  Big  Firms  in 
the  Big  Cities. 
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$40  MILLION  VAN  GOGH  BRINGS  BACK  MIXED  AND  VIVID  MEMORIES 


A  few  weeks  ago  the  world  was  stunned  when  it  took  a  $40 
million  bid  to  win  the  auction  contest  for  one  of  the  seven 
paintings  Van  Gogh  did  of  sunflowers.  Almost  as  flabber- 
gasting— there  were  an  estimated  dozen  serious  bidders  in 

the  running  up  to  $25  mil- 
lion, and  later  the  ranks 
thinned  out  to  only  two. 

Just  18  years  before  this 
world-shaking  art  happen- 
ing, we  were  involved  in  a 
Van  Gogh  auction  sale  that 
made  headlines  in  its  time. 

We  dropped  out  at  $1.25 
million   and   the  winner 
(Onassis,  at  new  wife  Jack- 
ie's behest)  walked  off  with 
Sunflowers  the  painting,  setting  a  rec- 

ord Van  Gogh  price  of  $1.3  million.  In  Auction  Magazine 
(since  deceased)  the  drama  was  fully  recorded — literally. 
The  cover,  as  you  can  see,  Van  Goghed  MSF  and  included 
"this  special  supplement  providing  a  permanent  record  of 
this  historic  event.  For  our  readers  who  could  not  attend  the 
sale,  we  have  provided  the  attached  record  of  f.C.  Marion 
auctioning  the  Van  Gogh,  which  recreates  the  sense  of 
drama  and  tension  in  the  salesroom." 

In  an  article  entitled  "The  Van  Gogh  Was  Almost  His," 
Chris  Wells  chronicled: 

"  'One  million  two  against  you,  sir,'  the  bid  caller 
said.  Malcolm  S.  Forbes,  editor-in-chief  and  owner  of 
Forbes  magazine,  his  face 
flushed  with  excitement, 
stared  hard  at  the  vibrant 
swirls  of  Van  Gogh's  he 
Cypres  et  I'Arbre  en  Fleurs, 
which  was  displayed  on 
the  stage.  He  thought 
about  how  he  had  wanted 
a  Van  Gogh  ever  since 
reading  Lust  for  Life,  how 
he  had  discussed  this 
painting  with  his  wife  and 
family  for  weeks,  how  it  Auction  Magazine 

might  be  years  before  another  such  Van  Gogh  would 
become  available  to  a  private  collector  like  himself,  how 
with  perhaps  just  one  more  bid  the  work  could  be  his. 

"  'One  million  two  against  you,  sir,'  the  bid  caller  repeat- 
ed insistently.  The  auctioneer  prepared  to  gavel  the  knock- 
down. At  the  last  instant,  Forbes  nodded.  'Fifty!'  cried  the 
bid  caller.  But  it  was  not  enough.  The  auctioneer  quickly 
received  a  bid  for  a  million  three.  The  bid  caller  looked  at 
es.  i  orbes  looked  at  his  wife  who,  with  two  of  their 
is,  was  sitting  next  to  him.  She  shook  her  head  vigorous- 


ly.  Forbes  smiled  resignedly,  and  shrugged  his  shoulders  2 
the  bid  caller.  He  had  lost.  'The  other  guy  didn't  pause  at  a 
before  raising  his  bid,'  Forbes  says.  'I  saw  that  I  just  wasn 
going  to  be  able  to  get  it.'  He  had  come  into  the  biddin 
prepared  to  pay  around  a  million  for  the  Van  Gogh  based  o 
his  research  of  recent  private  sales.  Then,  admittedl 
caught  up  by  'auction  fever,'  he  had  gone  two  bids  hight 
than  he  had  intended.  He  thus  had  'mixed  emotions'  aboL 
becoming  perhaps  the  season's  most  notable  underbidder. 
think  if  I'd  won,'  he  concedes,  'I'd  have  been  appalled  th 
next  morning  at  my  audacity.  And  perhaps  even  my  judj 
ment.'  On  the  second  Van  Gogh  that  evening,  he  bid  onl 
during  the  early  stages.  'The  painting  didn't  do  that  muc 
for  me,'  he  explains.  'And  besides,  I  was  a  little  out  of  gas 

"Altogether,  it 
had  been  a  rather 
heady  experience 
for  a  man  who  had 
never  before  gone 
over  five  figures  at 
an  art  auction  and 
whose  prominence 
in  the  art  world  as 
an  acquirer  of  Im- 
pressionist works  Le  Cypres  et  l  Arbre  en  Fleurs 
lay  somewhere  between  faint  and  nonexistent.  But  h 
typifies  the  increasing  abrupt  appearance  at  auctions  c 
unknown  but  prosperous  businessmen  anxious  to  obtai 
the  prestige  of  being  noted  collectors,  to  invest  surplu 
assets  in  a  booming  'growth'  area,  and  to  indulge  thei 
often  rudimentary  artistic  tastes.  Predictably,  art  connois 
seurs  make  light  of  the  nouveaux.  'Forbes  is  one  of  th 
pointers,'  says  an  acquaintance  who  has  watched  him  bu> 
'He  is  the  kind  who  walks  around  a  gallery,  and  if  he  see 
something  he  likes,  he  just  points  to  it  and  says  he  want 
it.  Collecting  appeals  to  his,  ego,  not  his  sense  of  th 
aesthetic.  When  he  buys  something,  he's  pleased  less  wit] 
the  object  than  with  himself.' 

"Unlike  many  other  businessmen,  however,  Forbes  ha 
no  soaring  pretensions  about  what  he  is  up  to.  He  is  ai 
affable,  playful,  restless,  almost  bouncy  man  of  50,  tal 
and  slim  with  greying  hair  and  an  elastic  physiognom 
and  a  childlike  enthusiasm  about  his  acquisitions  tha 
manifests  itself  in  such  statements  as  a  certain  worl 
'turns  me  on'  or  'that  guy's  conception  is  cool,  don't  yoi 
think?'  He  freely  admits  that  he  doesn't  know  mucl 
about  art,  although  of  course  he  is  certain  he'  knows  wha 
he  likes.  In  the  introduction  to  a  booklet  on  one  of  th 
annual  private  exhibitions  he  holds  in  an  underground 
reinforced-concrete  former  bomb  shelter  (built  during  th 
bomb  shelter  craze  of  the  1950's)  adjoining  'Timberfield,! 

(continued  on  p.  20l  \ 
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WHAT  A  LIFT  HEROES  GIVE  US  ALL 


For  a  tale  of  incredible  courage,  how  about  this  Associat 
ed  Press  report: 

"Phoenix,  Apr.  23  (AP  ) —  A  skydiver  went  into  a  200 
mile-an-hour  free  fall  to  reach  an  uncon- 
scious colleague  Saturday,  then  managed  to 
-  open  her  parachute  seconds  before  she  would 
o  have  struck  the  ground  after  a  13,500-foot 
fall.  The  skydiver,  Gregory  Robertson,  res- 
t|  cued  his  colleague,  Debbie  Williams,  when 
she  was  about  3,500  feet  from  the  ground, 
r  witnesses  said. 

"Mr.  Robertson  pulled  out  of  his  dive,  propped  her  into 
:j  an  upright  position,  yanked  her  ripcord  and  released  his 


own  parachute,  the  witnesses  said. 

"Ms.  Williams,  a  31 -year-old  teacher  from  Post,  Tex., 
who  had  made  about  50  jumps,  was  knocked  uncon- 
scious when  she  collided  with  another  sky- 
diver  in  what  was  to  have  been  a  formation 
drop  near  Coolidge,  50  miles  southeast  of 
Phoenix.  Mr.  Robertson,  who  landed  safely 
and  resumed  diving  later,  said  it  was  just 
another  day  of  skydiving." 

Cool  Gregory  Robertson  is  an  inspiration. 
Let's  hope  he  gets  all  sorts  of  significant 
recognition — though  such  were  furthest  from  his  mind 
when  he  so  bravely  did  what  he  did. 


MOVIES 


Outrageous  Fortune — No  movie  with  Bette  Midler  can 
be  a  bust,  but  this  one  drags  too  often.  The  wacky  plot  is 
for  the  girls  to  gag  on,  but  the  distance  between  laughs  and 
istretching  the  gags  beyond  the  breaking  point  leaves  this 
film  only  middling  funny.  .   Tin  Men — So  well  scripted 

!  THE  MORE  PAINTINGS  YOU  LOOK  AT 

the  fewer  good  ones  you  see. 


and  depicted  that  you  laugh  even  when  sad  things  happen 
to  these  two  fiercely  feuding  aluminum  siding  salesmen. 
It's  a  treat  to  have  a  film  that  treats  with  the  pathos  of 
middle-aging  grown-ups  instead  of  teenaged  growing  ups. 
You'll  like  it. 

THERE'S  A  VAST  DIFFERENCE 

between  painting  and  being  a  painter. 


Long  Bay,  Portland 


EW  JERSEY 
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BOOSTER  PICTURE  BOOKS  ABOUT  PLACES  ABOUND 

Many  are  sumptuously  good,  and  surprisingly  many  are  second-rate, 
probably  because  they  use  local  talent  who  haven't  enough. 

Jamaica— by  Ray  Chen  (Ray  Chen,  1420  Rue  Notre-Dame  Ouest,  Montreal;  C$40).  If 
books  can  help  lessen  a  deeply  serious  image  problem,  this  one  will.  The  outbreak  of 
sporadic  violence  and  visible  antipathy  to  tourists  in  recent  years 
turned  off  many  travelers  who  are  essential  to  the  Jamaican  econo- 
my. During  a  visit  from  Prime  Minister  Edward  Seaga  to  us  here,  he 
presented  this  vibrant  volume  by  Ray  Chen.  It  should  re-turn  you  on 
about  a  most  colorful  West  Indies  country.  Gems  Of  New  Jer- 
sey— by  Gordon  Bishop  (Prentice  Hall  Inc.,  Englewood  Cliffs,  N.J.; 
$29.95).  If  you  know  or  want  to  know  nearly  anything  and  every- 
thing about  one  of  the  nation's  biggest  states  in  every  sense  but 
acreage,  here  it  is.  But  too  many  of  the  illustrations  are  nowhere 
near  the  standard  of  the  sparkling  text,  which  ran  as  a  72-part  series 
in  the  Newark  Star-Ledger.  Roloff  Beny  In  Italy — by  Roloff  Beny 
(Thames  and  Hudson,  30  Bloomsbury  St.,  London;  £30).  The  ulti- 
mate in  a  Baroquely  rich  depiction  of  art  and  architecture.  Studded 
with  intriguing  text,  anthology,  and  historical  notes.  The  only  thing 
it  lacks  is  the  joy  of  life  and  living,  which  to  most  of  us  is  what  the 
heart  of  Italy  is  all  about.  Northern  Ireland — photographs  by 
Robert  Blair  and  Bill  Kirk,  text  by  Ian  Hill  (The  Black  Staff  Press,  3 
Galway  Park,  Belfast  #BT16  OAN;  £11.95).  A  gamut  of  170  photo- 
graphs that  makes  the  Emerald  Isle  shimmer  like  the  precious  stone 
whose  name  it  rightly  carries. 


Villa  Lecbi,  Montirone 


the  Glenelly  Valley 
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These  Kodak  cameras  take  hard-working  pictures 

that  can  help  save  time  and  money  in  offices  and  printing 

plants.  And,  in  hospitals,  help  save  lives  as  well. 

One  is  a  component  of  an  image  transmission 
system  which  can  send  an  x-ray  image  across  a  hospital 
in  seconds,  or  across  the  country  in  minutes. 

Another,  a  Kodak  duplicator,  uses  advanced  optical 
technology  to  turn  out  business  documents  at  a  rate 
of  6,000  an  hour. 

Then  there's  the  microfilmer  which  is  part  of  an 
information  system  that  can  process  and  distribute 
documents  digitally,  retrieve  them  in  seconds. 

And  the  digital  camera  which  is  a  component 
of  a  system  that  reduces  the  process  of  "separating"  a  color 
photograph  for  reproduction  to  a  few  minutes  at 
the  screen  of  a  computer. 

Just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  7  800  445-6325,  Ext.  960. 


The  new  vision  of  Kodak 


man  Kodak  Company,  l')H7 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Follow  Us,  Japan 

Mr.  Nakasone  grew  up  to  be  Prime 
Minister  of  Japan  and,  boy,  is  that  ever 
trouble  these  days.  Imagine  being 
stuck  with  running  a  country  where 
people  are  given  to  such  unnatural 
pursuits  as  saving.  Comes  from  eating 
all  that  raw  fish,  obviously. 

Mr.  Nakasone  also  has  an  $80  billion 
problem.  That,  of  course,  is  how  much 
more  Japan  sells  to  the  rest  of  the  world 
than  it  buys  from  it  each  year. 

So  embarrassing,  even  when  Mr. 
Nakasone  essays  a  polite  cover-up  by 
pointing  out  that  most  of  the  $80  bil- 
lion isn't  real  money,  it's  American 
dollars.  Nonetheless,  we  can  take 
heart  in  that  here,  too,  the  Japanese 
seem  to  be  poised  to  take  a  leaf  out  of 
our  book  and  lend  $20  billion-$30  bil- 
lion to  Latin  American  borrowers.  If 
Japan  develops  a  yen  for  that  sort  of 
loan,  why,  Mr.  Nakasone's  $80  billion 
problem  will  be  solved  in  a  hurry. 

— Alan  Abelson,  Banon 's 

Andy  Warhol 

To  the  end,  he  remained  surrounded 
by  an  aura  of  popular  fame  such  as  no 
other  American  artist  had  ever  known 
in  his  or  her  lifetime.  .  .  .  Marilyn 
Monroe  repeated  50  times,  200  Camp- 
bell's soup  cans,  a  canvas  filled  edge  to 
edge  with  effigies  of  Liz,  Jackie,  dollar 
bills  or  Elvis.  Absurd  though  these 
pictures  looked  at  first,  Warhol's  fixa- 
tion on  repetition  and  glut  emerged  as 
the  most  powerful  statement  ever 
made  by  an  American  artist  on  the 


subject  of  a  consumer  economy.  Such 
works  looked  amazingly  raw,  frank 
and  direct  when  they  were  made.  More 
than  20  years  later,  they  still  do. 

— Robert  Hughes,  Time 

Gephardt  Smoot 

Richard  Gephardt  is  the  best-look- 
ing young  presidential  candidate  to 
emerge  from  Capitol  Hill  since  Jack 
Kennedy.  At  46,  with  six  terms  in  the 
House  under  his  belt,  he  was  hailed  as 
a  rising  star  of  the  new  generation,  but 
he  did  something  nobody  believed 
possible:  With  his  threat  of  draconian 
tariffs,  he  made  a  terrible  bill  even 
worse,  and  invited  the  presidential 
veto  it  deserves. 

— James  Reston,  New  York  Times 

Vanity's  Pitfall 

"It's  positively  dangerous  to  sit  to 
[John  Singer]  Sargent,"  remarked  one 
timid  aspirant.  "It's  taking  your  face 
in  your  hands." 

— Rainbow  People,  by  Richard  Collier 

A  Market  Crash 

The  proximate  cause  of  any  cata- 
clysm [in  the  market]  is  never  seen  in 
advance.  It's  like  the  Archduke  Ferdi- 
nand getting  himself  shot.  It  could  be 
something  as  obscure  or  insignificant 
as  that. 

Whatever  it  is  that  causes  the  col- 
lapse will  be  something  you  and  I 
haven't  thought  of.  It'll  be  something 


like  Australia  or  Norway  defaultin 
because  everyone  thinks  it'll  be  Mexj 
co  or  Bolivia. 

— James  Grant,  editor  c 
Grant's  Interest  Rate  Observe\ 
in  the  Wall  Street  Journc 


I  chose  honest  arrogant* 
over  hypocritical  humility. 

— Frank  Lloyd  Wrigb 


Cornfeld's  Up 

Remember  when  Bernie  Comfeld' 
investment  empire,  IOS,  went  bang  r. 
1970  and  Bernie  had  to  spend  1! 
months  in  a  Swiss  jail?  Today  Berni 
says,  "I  was  totally  vindicated." 

These  days  he  lives  in  his  Belgravi 
[London]  house  with  eight  youn 
beautiful  women.  Asked  if  he  is  ha\ 
ing  affairs  with  all  these  ladies,  Cora 
feld  responds,  "I  hope  so.  One  of  tru 
companies  makes  vitamin  pills!" 

— Liz  Smith,  Daily  New 

No  Cuts,  NO  Fly 

We  [TWA]  had  175  people  in  oni 
European  city,  and  they  said  w 
couldn't  cut.  Okay,  I  said,  we  won 
fly  there.  We  stopped  for  two  weeks 
They  said,  "Come  over  and  talk. 
We're  down  to  103  people. 

— Carl  Icahn,  Fortun 

Bars  Babies 

Rome:  Elisa  Spinelli,  43,  who  ha 
1 1  babies  in  1 1  years  so  she  could  nc 
be  sent  to  jail  after  stealing  a  chicker 
failed  to  produce  a  12th  child  and  i 
behind  bars  at  last,  serving  her  1C 
month  sentence. 

— The  Fiji  Time 

Divvy  Legal  Loot 

I  think  that  in  every  litigated  case 
almost  without  exception,  if  thi 
lawyers  had  been  smart  enough 
they  could  have  settled  the  case  be 
fore  it  was  filed,  and  the  two  partie 
could  have  divided  up  all  the  mone 
that  would  otherwise  be  spent  o) 
litigation. 

— Roger  Fishei 
Harvard  law  professor,  h 

Marinated 

Sir  Charles  Mendl  told  me  tha 
before  roasting  a  leg  of  lamb,  on 
must  drag  it  behind  one's  yacht  fo 
24  hours.  — Mrs.  Philip  Barry 

— Hodgepodge,  by  J.  Bryan  D 
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he  Pitney  Bowes 
lodular  Mailing  System 
icreases  your  mailroom  capacity 
economically  one  step  at  a  time. 

Our  6200  Modular  Mailing  System  can  save  you 
e  cost  and  aggravation  of  replacing  mailing  equipment  each 
ne  your  mailing  needs  change. 

Just  add  features  to  your  system  whenever  it's  practical. 

That  way,  as  your  business  takes  off,  your  mailroom  expenses  won't. 

For  a  big  increase  in  mail  volume,  upgrade  to  ©  an  automatic  feeder.  For 
:reased  package  volume,  you  have  the  option  of  ©  a  strip-tape  unit  or  a  roll-tape 
lit.  For  accurate  weighing,  add  ®  an  electronic  scale  and  stand.  And  to  avoid 
ps  to  the  post  office,  add  ®  our  exclusive  /*7«SW^aX/5M0M£  1M  postage  meter. 

Call  1-800-MR.  BOWES  (1-800-672-6937),  ext.  227.  Or  write  to  Pitney  Bowes, 
02  Pacific  St.,  Stamford,  CT  06926-0700. 


jp  Pitney  Bowes 


in  TIME  EUROPEAN  PERFORMANCE  SEDAN! 
WERE  GIVEN  A  LESSON  IN  REFINEMENT. 


___    THE  PEUGEOT  505  STX  V6. 

While  many  European  performance  sedans  are 
clearly  models  of  engineering  excellence,  they  still 
have  a  tendency  to  be  a  little  rough  around  the 
edges.  For  their  makers'  inspection,  we  respectfully 
submit  the  Peugeot  505  STX  V-6  2.8i. 

A  POWERFUL  V-6  ENGINE  AS  REFINED  AS 
 THE  REST  OF  THE  CAR.  

While  other  European  performance  sedans  are 
busy  getting  the  most  out  of  their  in-line  four  and 
occasional  six-cylinder  engines,  the  505  STX  is 
debuting  a  more  refined  all-alloy,  twin  overhead 
cam,  145  hp  V-6.  Its  uncommonly  high  level  of 
torque  at  low  revs  provides  a  wonderfully  spirited 
feeling. 

A  SUSPENSION  THATWILL  SHOCK  MANY 
PERFORMANCE  SEDAN  MAKERS.  

To  say  the  505  STX  is  roadworthy  is  an  under- 
statement. It  features  fully-independent  suspension, 
variable  power-assisted  rack-and-pinion  steering, 
and  front-ventilated  disc  brakes  enhanced  by  a  com- 
puterized anti-lock  system. 

Yet  despite  its  superb  handling  characteristics,  the 


505  STX  doesn't  ask  you  to  endure  the  hard  ric 
great  handling  cars  normally  have.  Because  it  ah 
features  unique  shock  absorbers  that  have  twice  i 
many  valves  as  ordinary  shocks.  And  because  th« 
are  designed,  built  and  patented  by  Peugeot,  r 
other  performance  sedan  can  have  the  505  STX's  r 
fined  road  manners  ("Perhaps  the  nicest  all-arour 
ride  in  the  automotive  world."—  Motor  Trend). 

A  LEVEL  OF  CIVILITY  THAT  PUTS  MOST 
 LUXURY  SEDANS  TO  SHAME. 

Inside  the  505  STX,  amenities  abound.  Ever 
thing  anyone  could  want  is  here  including  a  new  si 
speaker  Alpine-designed  stereo  cassette  wi 
anti-theft  device  and  central  locking  with  infra-red  r 
mote  control.  The  orthopedically-designed  seats  th 
have  helped  earn  Peugeot  the  distinction  of  beir 
one  of  the  most  comfortable  of  all  European  seda 
are  enveloped  in  a  sumptuous  hand-fitted  leathe 
(Speaking  of  comfort,  we  should  note  that  the  5C 
STX  is  priced  at  a  comparatively  low  $23,750.*) 

"ALL THE  SOLIDITY  OF  A  BOXY  EUROPEAN 
 SEDAN.  WITHOUT  THE  BOX. 

At  Peugeot,  we  believe  a  car  should  be  able 
have  the  durability  of  a  tank,  without  having  to  lo* 
like  one.  So  in  the  505  STX,  solid  unibody  constri 
tion  is  incorporated  into  a  body  whose  fluid  tin* 
were  created  by  Pininfarina,  legendary  designer 
the  Ferrari  328  GTS. 

THE  ONLY  ROADSIDE  ASSISTANCE  PROGRA 
 RATED  AAA.  

Only  Peugeot  offers  you  the  comfort  of  AAA 
service  and  protection.  In  the  rare  event  of  troub 
arising  on  the  road,  you  simply  call  AAA  and  he 
will  be  on  the  way  from  one  of  15,000  locations. 

To  learn  just  how  refined  the  505  STX  really 
call  your  local  Peugeot  dealer  who  will  arrange 
give  you  the  ultimate  lesson  in  refinement.  A  te 
drive.  (He'll  also  be  glad  to  give  you  informatic 
about  our  new  convenient  leasing  program.) 

For  additional  literature  and  the  name  of  yo 
nearest  Peugeot  dealer,  call  800-447-2882. 

'POE  Manufacturer's  Suggested  Retail  price.  Actual  price  may  vary  by  dealer  Desti 
tion  charges,  options,  taxes,  dealer  preparation,  if  any,  title  and  license  fees  are  ex 
*  'Membership  subject  to  the  rules  and  regulations  of  ® 

Eft  PEUGEOT  505  fJh 

E£J  NOTHING  ELSE  FEELS  LIKE  IT.™  Sz^f 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


Steel.  Paper.  Chemicals.  Autos.  Aluminum.  Copper. 
Thanks  to  the  dead  dollar,  these  and  other  American- 
nade  goodies  are  cheap  on  the  world  markets.  If  they 
-  laven't  started  already,  foreigners  and  Americans  will  be 
8  gobbling  them  up,  which  will  make  our  second-half 
:conomy  look  good  as  vendors  try  to  keep  inventories 
■  Torn  running  out. 


UNCLE  SAM'S  BARGAIN  BASEMENT 


Such  bargains  are  why  the  stocks  of  companies  making 
them  are  doing  so  well.  One  example:  the  near- tripling 
recently  in  the  equity  price  of  financially  battered  Beth- 
lehem Steel. 

The  sale  won't  last  forever.  The  dollar  is  undervalued; 
it  will  strengthen.  If  it  doesn't,  inflation  will  eventually 
end  the  sale  instead. 


NORTHERN  OPPORTUNITY 


Toronto — Things  are  looking  up  for  our  neighbor  to 
he  north.  For  two  years  now,  Canada's  economic  growth 
ate  has  exceeded  ours  despite  its  dependence  on  oil  and 
latural  resources.  Canadian  equities  have  done  particular- 
y  well  this  year,  up  26.5%  vs.  19.3%  for  U.S.  equities. 
Prime  Minister  Brian  Mulroney  is  unpopular,  thanks  to 
spate  of  scandals  concerning  aides  and  cabinet  ministers. 
Jut  his  economic  policies  have  been  more  helpful  than 
larmful.  While  laggard  in  curbing  Canada's  bloated  social 
•pending,  he  has  started  selling  off  nationalized  compa- 
res, and  punitive  measures  against  Americans  have  been 
:ased  or  scrapped. 

The  government,  moreover,  is  moving  on  two  key  poli- 
ces that,  if  implemented,  will  be  a  boon  to  the  Canadian 
conomy:  free  trade  and  tax  reform. 
Mulroney  has  staked  his  reputation  on  achieving  a  free- 
ade  agreement  with  the  U.S.  It's  a  brave  move.  There's 
easiness  in  parts  of  the  Toronto  business  community, 
ipposition  from  trade  unions,  and  there's  always  pressure 
rom  the  small  but  noisy  Canadian  economic  nationalists, 
luccess  here  will  benefit  us  both. 

At  the  end  of  June,  the  government  has  promised  to 
inveil  proposals  for  substantially  changing  Canada's  tax 
ode.  One  impetus,  of  course,  is  our  own  slashing  of 
lersonal  tax  rates.  Canada  will  probably  do  away  with  its 
nanufacturing  sales  tax,  a  perverse  levy  that  is,  as  one 
;overnment  official  put  it,  "a  job-killer."  What  would  be 
ubstituted  is  a  so-called  business  transfer  tax,  a  VAT 
vithout  the  paperwork.  Its  revenue-raising  ability  would 
nable  income  tax  rates  to  be  sharply  reduced.  Another 
lossible  change:  low-income  Canadians  receiving  refunds 
very  month  based  on  their  previous  year's  tax  filing;  they 
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won't  be  hurt  by  what  will  be  a  disguised  sales  tax. 

Self-confidence  in  the  Canadian  business  community  is 
increasing.  Not  so  many  years  ago,  executives  there  had 
something  of  an  inferiority  complex  toward  the  U.S. 
That's  hardly  the  case  today  as  more  and  more  Canadian 
companies  successfully  invade  our  market. 

Quebec's  separatism  is  quiescent  for  the  moment.  In 
fact,  several  business  executives  noted  that  there  is  an 
entrepreneurial  spirit  rising  in  that  province.  More  and 
more  of  the  best  and  the  brightest  are  not,  as  in  the  past, 
going  into  professions  such  as  the  law,  but  are  instead 
pursuing  careers  in  the  corporate  world. 

Achilles'  Heel 

There  is,  though,  deep  dissatisfaction  in  the  western 
provinces,  which  have  always  resented  the  Confedera- 
tion's dominance  by  Ontario  and  Quebec.  They  feel  they 
never  got  their  share  of  the  oil  boom  and  are  now  receiving 
the  back  of  Ottawa's  hand  in  a  time  of  need.  What  is 
especially  galling  is  that  their  favorite  party,  the  Conserva- 
tives, are  in  power. 

The  parliamentary  system  makes  the  West  and  the 
Maritime  Provinces  feel  their  interests  are  too  often  ne- 
glected. One  idea  now  being  broached  that  has  real  merit  is 
making  the  Canadian  Senate  an  elective  body  with  genu- 
ine legislative  powers.  Each  province  would  have  an  equal 
number  of  senators.  Anything  less  fundamental  is  likely  to 
leave  the  West  disaffected,  which  could  someday  threaten 
Canadian  unity,  just  as  Quebec  periodically  has  done. 

For  now,  if  personal  tax  rates  are  reduced  and  trade 
between  us  is  made  easier,  there's  no  reason  why  Canadian 
stocks  shouldn't  do  even  better. 
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What  Do 
Johnson &Johnson 
Dow  Chemical 
And  Bear  Stearns 
Have  In  Common? 

They  are  all  among  the  most  admired  companies  in  America. 

That's  what  FORTUNE  Magazine  found  out  when  they  surveyed 
CEO's  and  financial  analysts. 

Bear  Stearns  ranked  among  the  top  5  diversified  financial 
corporations* 

And  FORTUNE  isn't  the  only  publication  aware  of  Bear  Stearns' 
success.  FORBES  Magazine  recently  reported  we  were  #1  in  sales 
growth  for  1986.** 

But  that's  no  surprise  considering  our  ability  to  recognize, 
create  and  share  opportunities.  And  we've  never  been  in  a  better 
position  to  do  just  that.  Since  going  public  last  year,  we've  raised 
our  capital  by  $780  million  to  approximately  $1.3  billion,  and  our 
24.9%***  return  on  equity  is  one  of  the  highest  in  the  industry. 

No  wonder  we're  in  such  good  company. 

BEAR  STEARNS 

Sharing  Opportunities. 

The  Bear  Stearns  Companies  Inc.,  55  Water  Street,  New  York,  New  York  10041.(212)  952-5000. 
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What's  Ahead  for  Business 


A  case  for 
declining  interest 
rates  . . .  soon 

Consumer  debt 

Total  installment  debt  *  As  %  of  cnnent 
(Smillion)  disposable  income 


'80    '81    '82  '83    '84    '85    '86  '87t 
"Current  dollars.    fFirst-quarter.  annual  rate 
Source  Surrey  of  Current  Business 


Not  a  boom, 
but  miles  from 
a  recession 


Edited  by  Howard  Banks 


A  TIME  TO  STAY  CALM 

Interest  rates  this  summer  could  dip  back  to  where  they  were  a 
few  weeks  ago,  says  Citicorp  Chairman  John  Reed. 

Since  his  bank  twice  led  the  recent  increases  in  the  prime  rate,  he 
should  be  listened  to.  The  fundamentals — low  inflation,  modest  eco- 
nomic growth — do  not  justify  higher  rates  long  term,  he  says. 

In  any  case,  the  prime  rate  is  not  as  important  as  it  used  to  be.  It  affects 
just  25%  of  corporate  loans  and  only  some  consumer  loans.  And  its 
recent  rise  lagged  the  markets,  which  Federal  Reserve  Chairman  Paul 
Volcker  says  he  has  been  nudging  upward  to  protect  the  dollar  against 
the  effects  of  the  threatened  trade  war  between  the  U.S.  and  Japan. 

There  will  be  more  such  uncertainties  this  summer,  followed  by  more 
twitching  of  the  markets — whether  in  bonds,  stocks  or  commodities. 
But  most  top  businessmen  concur  with  Reed's  calmness. 

Economic  growth,  forecast  to  be  a  modest  2.5%  real  increase  in  1987, 
is  fine  by  GM's  Roger  Smith,  for  instance,  even  though  the  resulting  15 
million  sales  of  autos  and  trucks  this  year  would  be  down  from  the 
16.3  million  sales  in  1986.  And  GE's  Jack  Welch  says  his  consumer 
durables  business  is  doing  well,  too. 

Consumers,  it  seems,  haven't  cut  their  spending.  They  have  found 
other  ways  to  fund  it. 

Credit  card  use  is  up  and  debt  outstanding  on  bank  cards  is  down — as 
consumers  use  home  equity  loans  (still  tax-deductible)  to  pay  off 
nondeductible  Visa  and  MasterCard  balances  (charged  at  18%-to-20% 
interest  rates). 

This  use  of  home  equity  loans,  which  are  not  counted  in  the  usual 
statistics,  explains  the  dip  in  consumer  debt  in  the  first  quarter  of  this 
year,  ending  the  steady  rise  since  early  1982,  which  therefore  turns  out 
to  be  more  apparent  than  real. 

Economic  growth  this  year  can  by  no  stretch  of  the  imagination 
be  called  a  boom,  but  it's  also  miles  from  a  recession. 

Corporate  profits  will  be  up  this  year,  by  maybe  10%  or  so,  but  capital 
spending,  for  instance,  is  barely  holding  its  own.  Inflation  will  be 
"only"  5%  or  so,  but  that's  double  last  year's  low-point  rate.  Civilian 
unemployment  was  6.2%  in  April,  down  0.3%  from  the  month  before, 
but  while  productivity  growth  was  up  1.7%  in  the  first  quarter,  the  rate 
of  increase  is  slowing. 

Higher  than  expected  tax  revenues  will  give  Congress  another  excuse 
to  avoid  cutting  the  budget  deficit,  which  will  add  to  pressure  on  the 
dollar  as  the  trade  imbalance  continues. 

Moreover,  help  still  seems  to  be  a  long  time  coming.  The  Japanese 
promise  to  the  U.S.  to  reflate  made  it  clear  that  they  wouldn't  begin  to 
change  their  tax  code  to  discourage  saving  and  encourage  spending 
until  August  at  the  soonest.  Help  from  the  Germans  is  not  even  in 
sight  (see  story,  p.  34). 
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The  Forbes  Index 
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Ready,  set. .  .  .  The  Forbes  Index  inched  up  0.1%,  to  184.8 
(1967  =  100).  Through  the  first  quarter  of  this  year,  the 
Index  rose  at  an  annual  rate  of  only  0.7%,  vs.  a  3.8% 
annual  rate  in  the  first  quarter  of  1986. 

But  there  are  signs  of  a  pickup.  The  civilian  unemploy- 
ment rate,  at  6.3%  in  March,  is  at  its  lowest  level  in  seven 
years.  That  figure  isn't  used  in  the  Index,  but  a  trailing  six- 


month  total  of  initial  unemployment  claims  is.  The  six- 
month  figure,  which  measures  long-term  trends,  has 
moved  lower  in  each  of  the  last  eight  months.  In  addition, 
the  ratio  of  manufacturers'  new  orders  for  durable  goods 
(three  months  through  March)  to  durable  goods  inven- 
tories (March)  increased  0.4%,  while  personal  income 
went  up  0.3%  in  March. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  US.  economic  activity 

composed  of  eight  equally  weighted  elements  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 
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To  measure  these  eight  elements,  Forbes  monitors  ten 
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WINNER! 

Top-rated  radar  detector  beats  Passport. 

Costs $115  less! 

'It  produced  the  earliest  warning  in  our  [road]  tests.' 


Only  tW  tall, 
3V4"  wide,  and  4 '  2  long. 

Fits  in  your  pocket. 
Travels  where  you  travel. 


/  TRIP 


TRIPLE  SUPERHETERODYNE  XK 


Road  &  Track, 
September,  1986 


VOLUME 
■  HIGH 


Shown  actual  size. 


Road  &  Track  magazine  recently  tested 
eight  popular  radar  detectors.  SNOOPER 
;  D-4000  won  big.  In  actual  road  tests 
where  it  counts.  Around  the  corner  and 

-  over  the  hill  radar  ambushes.  What  about 
current  best-seller  Passport?  ". . .  second 
only  to  the  SNOOPER  D-4000."  Sorry  guys, 
i  Fact:  The  SNOOPER  D-4000  beats  Pass- 

-loorton  performance.  Fact:  It  costs  $115 
!  ess!  No  doubt  who  won. 

"The  SNOOPER  D-4000  produced  the 
earliest  warning  in  our  around-the- 
corner  and  over-the-hill  tests. " 

Road  &  Track,  September  1986 

Sold  on  new  high 
performance  cars. 

NThe  SNOOPER  D-4000  is  made  in  Garland, 
Texas  by  Microwave  Systems,  Inc.  — the 
nventor  of  solid-state  radar  detection  for 
cars.  The  first  to  use  superheterodyne  cir- 

-  cuitry.  The  pioneer  in  remote  devices. 
Vlaybe  that's  why  SNOOPER  came  in  first. 

"  nnovation  and  experience! 

Until  now,  the  SNOOPER  D-4000  has 
aeen  sold  mainly  through  new  car  dealers. 
So  you  could  wait  and  buy  one  with  your 


All  accessories  are  included. 


next  Porsche,  BMW  or  Corvette.  Or  you 
can  pick  up  the  phone  now  and  have  one 
in  your  hands  tomorrow.  The  SNOOPER 
D-4000  is  NOT  sold  in  catalogs,  parts  stores 
or  discount  chains. 

Only  $180! 

If  you  can  afford  one 

of  theirs  . . . 

. . .  why  not  buy  TWO  of  ours?  ONE  Pass- 
port costs  $295.  For  just  another  $65  more 
than  that,  you  can  have  TWO  of  ours. 
Protect  other  drivers  in  your  family 
against  radar  surveillance,  too.  SNOOPER 
D-4000  is  the  top-performer,  and  at  only 
$180,  it's  the  runaway  winner  for  top 
value. 

All  the  features  you  want. 

The  SNOOPER  D-4000  is  a  triple  superhet 
advanced  radar  detection  device.  Sniffs 
out  both  X-  and  K-bands  radar,  alerts  you 
with  a  loud  audible  signal  and  simultane- 
ous warning  light. 


Filters  out  false  alarms,  and  "dirty"  sig- 
nals from  other  radar  detectors.  Comes 
with  visor  clip  and  dashtop  mount.  Plugs 
into  car  cigarette  lighter.  On/off  and 
highway/city  switches.  Simple.  No  compli- 
cated dials  or  bar  graphs  to  slow  your 
reaction  time. 

Order  today. 

Order  yours  at  no  risk.  Call  toll-free  to  or- 
der. Drive  with  your  SNOOPER  D-4000  for 
30  days.  If  not  satisfied,  return  it  and  we'll 
refund  your  purchase  and  your  shipping 
costs.  Comes  with  one-year  factory  war- 
ranty. And,  remember,  it's  the  winner. 
The  most  for  less.  You  can't  go  wrong! 


SENSITIVITY  IN  A  CORNER 
Uninterrupted  alert    •  Q  \  j  ■  Initial 


Micronta  Road  Patrol  XK 
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200  300  *00  500  600  700  800  900 
Distance,  ft. 


SENSITIVITY  CRESTING  A  HILL 

Snooper  D-4000 

Cobra  3100 

Passport 

Micro  Eye  Vector 

i 

Micronta  Road  Patrol  XK 
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00  1100  .200 
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SNOOPER  D~4O0O  $i80(Pius$5s&H, 

—i  fmmm  (Conn.  res.  add  $13.88  tax) 
We  Ship  The  Same  Day 

via  UPS  on  all  orders  received 
by  2:00  p.m.  eastern  time. 
Want  it  tomorrow?  We'll  ship 
Federal  Express,  just  $10  extra. 


TRIPLE  SUPERHETERODYNE  XK 

SNOOPER  DIRECT 

47  RICHARDS  AVENUE 
NORWALK,  CONN.  06857 


TOLL-FREE  1-800-367-4534 

Extension  226 

In  Connecticut  855-8717 

(Phone  M-F  8:30-10,  Sat.  9-5  eastern  time) 

By  mail  send  to  address  at  left. 

Orders  processed  immediately.  ombi 


It's  like  having  256,0( 
bo: 


in  one  dox. 


\       Back  in  the 
f  dark  ages  of  per- 
.  sonal  computing, 
\ }  Jp4f  the  world  was 
ruled  by  numbers  and  words. 
Graphics  were  a  nicety,  but  rarely 
a  necessity. 

Welcome  to  the  Renaissance. 
And  to  the  new  IBM "  Personal 
System/2!"  Its  talent  for  graphics 
is  dazzling. 

Each  Personal  System /2  can 
paint  up  to  256  colors  on  the 
screen  at  once,  drawing  from  an 
incredible  palette  of  oyer  256.000. 
And  not  one  of  those  colors  costs 
a  penny  extra. 

Even  in  monochrome,  things 
aren't  monotonous.  There  can  be 
up  to  64  shades  of  gray  for  new 
dimension  and  contrast. 

And  the  images  themselves 
are  gready  improyed.  The  tiny 
"pixels"  that  create  the  image  can 
now  be  tinier,  and  there  can  be 


lots  more  of  them.  Even  the  spa 
between  them  seems  to  have  di 
peared.  So  pictures  are  sharp  ai 
clearly  defined. 

Better  letters. 

Equally  important  letters  a 
numbers  are  clean-edged  and 
precise,  looking  more  like  the\  i 
printed  than  projected.  After  a  \ 
hours  with  your  trusty  spread- 
sheet, you'll  appreciate  that. 

\ou  ll  also  like  the  non-glare 
yiewing  surface,  and  mountings 
that  tilt  and  swivel  so  your  neck 
doesn't  have  to. 

There  are  four  new  IBM 
displays,  and  each  works  with 
everv  Personal  System  12  com- 
puter, all  showing  improvement 
in  price. 

The  12"  monochrome  and 
14"  color  displays  are  great  for 
most  general-purpose  work.  Th« 
12"  color  display  is  even  sharper 
ideal  for  detailed  business 


■Personal  System/2"  is  a  trademark  of  IBM  Corporation.  ©  Copyr&*  1987  IBM  Corporation. 
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aphics.  And  for  design  work, 
sre's  the  big  16"  color  display 
th  even  higher  resolving  power. 

Your  favorite  programs. 

Just  about  any  program  you 
n  run  on  the  IBM  Personal 
stem/2  will  look  better,  and  will 
ely  be  more  pleasant  to  spend 


time  with.  Many  other  programs 
are  being  reworked  just  to  take 
advantage  of  the  new  graphics. 

But  the  future  holds  real  sur- 
prises. The  screens  of  the  Personal 
System /2  are  like  a  brand  new 
kind  of  canvas.  How  the  artists  will 
use  them  should  be  something 
to  see. 

For  a  graphic  demonstration, 
call  your  IBM  Marketing 
Representative,  or  visit  an  IBM 
authorized  dealer. 

For  the  dealer  nearest  you,  call 


Hie  IBM  Personal  System  12  Tlie  IBM  Personal  System/2 
Monochrome  Display  8503.         Color  Display  8513. 


The  IBM  Personal  System/2 
Color  Display  8512. 


All  screens  are  actual  and 
unretouched. 


1-800-447-4700,  ext.  9.  (In  Alaska 
call  1-800-447-0890,  in  Canada 
1-800-465-6600.)  lWM 


Hie  IBM  Personal  System  12  Model  50  and 
"1  the  IBM  Personal  System  12  Color  Display  8514. 


Forbes 


When  they  meet  in  Venice  on  June  8,  West  German  Chancellor 
Helmut  Kohl  will  politely  tell  President  Reagan  that  fighting 
inflation  is  more  important  than  stimulating  the  German  econo- 
my. But  is  Chancellor  Kohl  playing . . . 


German  roulette? 


By  Peter  Fuhrman 
and  Richard  C.  Mora  is 


As  President  Reagan  prepares 
for  the  economic  summit  (June 
i%  to  10,  in  Venice),  he  will 
again  wonder:  Why  won't  those  tight- 
fisted  West  Germans  reflate  and 
thereby  stimulate  world  trade?  Pre- 
paring for  the  same  meeting,  West 
German  Chancellor  Helmut  Kohl 
will  mutter  once  more  to  himself: 
Why  won't  those  spendthrift  Ameri- 
cans get  their  deficit  under  control 
and  thereby  stabilize  world  capital 
markets? 


Two  reasonable  questions.  No  mu- 
tually acceptable  answers.  To  reduce 
the  trade  deficit,  U.S.  congressmen 
prefer  self-defeating  protectionism  to 
the  pain  of  cutting  federal  spending. 
Bonn's  politicians  prefer  a  sluggish 
economy  to  the  risks  of  inflation. 

Says  Paul  Krugman,  a  specialist  in 
the  international  economy  at  the 
Massachusetts  Institute  of  Technol- 
ogy: "The  West  Germans  have  overre- 
acted to  the  threat  of  inflation." 

If  West  Germany  would  get  its 
economy  growing  faster,  Ronald  Rea- 
gan and  Treasury  Secretary  James 
Baker  III  argue,  it  could  absorb  more 


goods  from  the  U.S.  and  other  coun 
tries,  thus  helping  reduce  the  U.SI 
trade  deficit  and  putting  more  spend) 
ing  power  into  the  hands  of  the  poorei 
countries.  They  believe  German 
growth  is  one  of  two  keys  to  redress- 
ing  the  U.S.  trade  deficit — the  othei 
key  being,  of  course,  growth  in  Japan 
The  Japanese  at  least  seem  willing) 
the  Germans  less  so.  Why? 

"We  are  obsessed  with  inflation  be- 
cause  of  the  [First  and  Second  World 
Wars,"  says  Heinz-Erich  Seifert 
chairman  of  the  Construction  Associ 
ation  of  Hessen.  "We  want  the  gov 
emment  to  stay  on  its  stable  course 


Tale  of  two  locomotives 


Americans  tend  to  remember  the  Depression  of  the 
1930s  and  are  more  willing  to  risk  inflation  for  job 
creation  than  are  the  Germans,  who  remember  the 


hyperinflation  of  1923.  The  question  is:  Can  two 
strong  economies  with  such  divergent  views  ever  coor- 
dinate their  economic  policies? 
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ven  though  we  know  the 
instruction  industry  has 
to  pay  the  price  for  such 
Dolicies." 

Policy  makers  in  the 
Federal  Republic  of  Ger- 
many are  haunted  by 
more  than  memories  of 
:he  hyperinflation  of 
1923.  They  need  only  re- 
:all  1978,  when  President 
i  Carter,  watching  the  dol- 
ar  sink  from  3.5  marks  to 
I,  asked  then-Chancellor 
Helmut  Schmidt  to  reflate 
the  Federal  Republic's 
economy.  Schmidt 
obliged.  He  pushed  the 
economic  pedal  to  the 
iloor — just  in  time  for 
3PEC's  second  oil 
shock — and  nearly  accel- 
erated the  economy  off 
the  cliff.  By  1981  inflation 
was  6.3%,  unemployment 
5.5%,  and  growth  was  a 
liegligible  0.2%. 

"This  experience 
;:aught  the  Germans  two 
[  important  lessons,"  says 
iHanns  Jacobsen,  an  econ- 
omist with  a  German  gov- 
•l  jemment-funded  research 
I  institute  at  Eberhausen, 
near  Munich.  "First,  the 
West  German  economy  is 
]  ;too  small  to  serve  as  the 
world's  locomotive.  Second,  it  is  run 
itnore  efficiently  when  it  is  not  re- 
sponding to  strong  U.S.  pressure." 
I  Of  course,  there  are  different  defini- 
tions of  efficiency.  After  two  consecu- 
tive quarters  of  falling  GNP,  West 
Germany  is  now  technically  at  least 
-  tin  what  counts  as  an  economic  reces- 
sion. Consumer  and  wholesale  prices 
there  have  been  falling.  Exports  are 
Deing  crimped  by  the  surging  deut- 
>che  mark.  The  number  of  unem- 
ployed has  increased  tenfold  since 
1970,  with  the  unemployment  rate 
now  an  uncomfortably  high  9%.  The 
German  stock  market,  as  measured 
by  Morgan  Stanley  Capital  Interna- 
:ional's  index,  is  down  7.7%  so  far 
:his  year — the  worst  performance 
among  all  world  markets  save  Aus- 
tria's, which  follows  the  German 
market. 

Such  relatively  sluggish  growth  is 
perfectly  acceptable  to  the  West  Ger- 
mans— provided  it  is  coupled  with 
low  inflation.  Even  a  gentle  recession 
is  preferable  to  a  return  to  the  discred- 
ited Keynesian  policies  that  got  West- 
em  Europe  in  such  trouble  in  the 
1960s  and  1970s.  "What  can  we  hope 
to  do  by  putting  the  foot  on  the  gas?" 
demands  Eckard  Pieske,  deputy  assis- 


Better  slow  growth  than  inflationary  growth 
In  1 923  marks  were  cheaper  than  kindling  wood. 


tant  secretary  at  Germany's  Ministry 
of  Finance.  "We  all  have  come  to  the 
position  it  is  futile  to  try  to  fine-tune 
your  economic  policies." 

He  has  a  point.  Thanks  to  falling 
energy  prices  and  U.S.  economic  ex- 
pansion in  the  early  1980s,  West  Ger- 
many had  been  growing  nicely  since 
1983.  Last  year's  growth  rate  reached 
2.4%,  comparable  to  the  U.S.'  2.5%.  A 
slowing  of  the  rate  to  1.5%  this  year 
would  almost  be  welcomed.  "After 
such  a  long  bull  phase,"  says  Pieske, 
"you  can't  always  expect  record  rates 
of  growth." 

In  Frankfurt  barges  loaded  with 
construction  material  plow  the  river 
Main,  now  swollen  and  brown  with 
spring  rains.  Office  workers  eat  liver- 
wurst  sandwiches  on  the  river  banks 
and  then  calmly  stroll  through  azalea- 
lined  paths  back  to  work.  Tranquility. 
Order.  Complacency,  almost. 

"On  the  prosperity  and  enterprise 
of  Germany  the  prosperity  of  the  con- 
tinent mainly  depended,"  John  May- 
nard  Keynes  wrote  of  pre-World  War  I 
Germany,  and  this  seems  true  again 
today.  Since  the  formation  in  1979  of 
the  European  Monetary  System,  the 
deutsche  mark  has  become  the  dc  fac- 
to benchmark  for  Western  European 
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currencies.  A  rising  mark 
pulls  other  European  cur- 
rencies up  with  it;  they 
sink  when  the  mark 
sinks. 

Thus,  Germany's  anti- 
inflationary  policies  since 
the  early  1980s  have 
helped  most  Western  Eu- 
ropean governments  to 
purge  inflation.  But  the 
same  policies  have  also 
forced  these  countries  to 
accept  low  rates  of  eco- 
nomic growth.  France, 
Belgium  and  Italy  are 
growing  more  outspoken 
in  their  criticism  of  Ger- 
man priorities.  But  the 
Germans  will  be  no  more 
likely  to  acquiesce  to  Eu- 
ropean pressure  than  to 
the  pleas  of  Treasury  Sec- 
retary Baker. 

The  Germans  will  not 
turn  an  entirely  deaf  ear  to 
President  Reagan's  en- 
treaties. To  steady  the 
mark,  the  Bundesbank  in 
January  cut  the  discount 
rate  by  50  basis  points,  to 
3%.  Last  month  it 
dropped  the  repurchase 
rate  as  well,  from  3.8%  to 
3.5%.  But  most  econo- 
mists believe  further  cuts 

  will  do  little  to  stimulate 

the  economy  because  German  rates 
are  already  so  low. 

Tax  cuts,  a  la  Reaganomics?  This  is 
perhaps  the  main  source  of  anger  be- 
tween the  U.S.  and  Germany.  At  the 
high-level  economic  meeting  held  in 
February  in  Paris,  Germany  promised 
to  move  DM  5  billion  of  a  planned 
DM  25  billion  net  tax  cut  forward 
from  1990  to  January  1988.  But  that  is 
peanuts  for  a  DM  2  trillion  economy. 
Expect  a  lot  of  pressure  on  Germany 
for  more  concessions  in  Venice. 

But  don't  expect  much  give.  Kohl's 
room  to  maneuver  is  as  limited  as 
Ronald  Reagan's.  Kohl  heads  a  coali- 
tion government  that  can't  agree  on 
defense,  let  alone  cutting  farm  subsi- 
dies in  order  to  cut  taxes. 

So  in  Venice  the  Germans  will 
plead  for  understanding,  and  time. 
"We  don't  decline  our  international 
responsibility,  within  the  limits  of 
the  weight  of  our  economy,"  says 
Pieske.  He  adds:  "The  shift  from  ex- 
ports to  domestic  growth  is  happen- 
ing. It  just  takes  time." 

So  what  you  have  here  is  a  kind  of 
standoff  between  two  different  atti- 
tudes. The  Americans  say:  Let's  get 
moving.  The  Germans  say:  Patience, 
let  nature  take  its  course.  ■ 
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Euphoria  has  engulfed  the  privatization  of 
Rolls-Royce,  Britain's  big  jet  engine  maker. 
But  for  how  long? 

A  spanner 
in  the  works 


By  Howard  Banks 


AMERICAN  INVESTORS  should 
blink  and  be  grateful  that  they 
k  have  not  been  allowed  to  join 
the  frenzied  rush  to  buy  shares  in  the 
newly  privatized  Rolls-Royce.  Lon- 
don trading  in  this  vastly  oversub- 
scribed offering  (demand  boomed  to 
more  than  nine  times  the  shares  avail- 
able) was  scheduled  to  begin  May  19, 
but  only  for  the  Brits.  Ninety  days 
later,  foreigners  will  be  allowed  in, 
but  for  no  more  than  15%  of  total 
shares  outstanding. 

Even  then,  take  a  closer  look.  The 
jet  engine  business  is  nothing  if  not 
highly  risky.  There  are  mines  built 
into  Rolls-Royce's  future  that  are 
glossed  over  in  the  prospectus  (the 
auto  division  was  spun  off  after  Rolls 
went  broke  in  1971).  The  hazards  are 
predominantly  in  Rolls'  civil  jet  en- 
gine business,  around  42%  of  total 
revenues  and  roughly  equal  to  its 
mostly  cost-plus  military  business. 

The  most  immediate  concern  is  an 
engine  called  the  V2500.  This  is  being 
produced  by  an  international  consor- 
tium, in  which  United  Technology 
Corp.'s  Pratt  &  Whitney  subsidiary 
and  Rolls  have  30%  each;  Japanese 
Aero  Engines  Corp.,  23%;  MTU  of 
West  Germany,  11%;  and  Italy's  Fiat, 
6%.  The  engine,  designed  for  Airbus 
Industrie's  competitive  new  short-to- 
medium-range  A320  airliner,  is  in- 
tended to  go  into  service  in  1989. 

But  the  V2500  has  been  plagued 
with  trouble,  and  mainly  because  of 
Rolls'  contribution — the  high-pres- 
sure compressor  that  squeezes  the  air 
before  it  enters  the  combustion  cham- 
ber. Rolls'  new-stock-issue  prospec- 
tus mentions  this  but  blandly  calls  it 
"not  unusual"  with  a  new  engine. 
True,  to  a  point.  The  Rolls'  glitch, 
however,  forced  a  top-to-bottom  rede- 


sign (literally  called  Plan  B)  of  the 
component  in  question  and  still  failed 
to  produce  the  efficiency  needed. 

Pratt,  facing  the  prospect  of  losing 
even  more  market  share  to  archrival 
GE  (with  47%,  and  growing,  of  the 
passenger  jet  engine  market),  lost  pa- 
tience, staged  a  coup  d'etat  within  the 
design  team  and  seized  control  of  its 
leadership.  (Rolls-Royce  says  it  only 
amounts  to  Pratt's  coordinating  the 
engineering. )  In  fact,  the  V2500  needs  a 


least,  on  the  existing  $1.2  billion  pric« 
tag.  Pratt  is  demanding  cash  pay 
ments  from  Rolls  for  its  share  of  thfl 
extra  work.  It's  not  clear  whethe 
Rolls  will  be  able  to  get  away  witl 
contributing  the  extra  work  needed  ai 
its  own  expense,  in  lieu  of  additional 
cash  payments  to  the  other  partners. 

Of  this  liability  the  new  stock  pro 
spectus  says  not  a  word.  Rolls  spokes 
men  vehemently  deny  the  price  tai 
will  be  so  high,  and  reckon  that  an) 
extra  cost  can  be  contained  in  the 
V2500's  "original  budget  plan," 
though  nobody  else  in  the  consortiurc 
has  any  idea  where  that  reserve  mon 
ey  has  been  hidden.  Nor  does  thfl 
Rolls  prospectus  mention  the  cost  oi 
an  entirely  separate  venture — devel 
oping  a  new,  large  engine  for  long 
range  passenger  jets — that  the  compa- 
ny is  working  on  alone.  Recall  thai 
Rolls  already  has  a  major  update  of  its 
RB21 1,  an  engine  that  caused  an  earli- 
er collaboration,  this  time  with  GE,  to 
break  down  (Forbes,  Dec.  16,  1986).  hi 
cost:  around  $400  million  to  $500 
million.  So  now  Rolls  says  it  wants  tc 
do  an  even  larger  version,  the  RB211 
700,  to  go  on  747s,  for  instance.  It^ 
cost:  at  least  another  $700  million. 

Rolls'  line  on  this?  Not  to  worry 
Her  Majesty's  government,  in  its  pe 


redesigned  front  end — including  the 
large-diameter  high-bypass  fan  and  the 
low-pressure  compressor  that  feeds 
Rolls'  high-pressure  compressor.  The 
result  will  be  a  heavier,  slightly  longer 
engine  and  "a  few  months"  tacked  on 
to  the  development  timetable.  Even 
then  it  will  "be  a  struggle  to  meet  the 
performance  specifications  and  reli- 
ability promised  to  Airbus  Industrie 
on  the  first  engines  to  go  into  service," 
admits  Nick  Tomassetti,  president  of 
the  consortium,  International  Aero 
Engines. 

Just  as  ominous,  the  fix  will  add  at 
least  $150  million,  maybe  a  bit  more, 
to  the  cost.  That's  an  extra  10%,  at 


culiarly  British  brand  of  privatization,' 
is  expected  to  continue  ponying  up 
about  half  the  company's  develop- 
ment costs  for  new  engines.  At  least 
for  now.  The  Brits  call  it  "launch  aid," 
and  the  money  is  supposed  to  be  paidi 
back  at  some  point,  from  profits.  I 
Right.  From  1982  through  1986  the 
U.K.  government  handed  Rolls  somel 
£840  million  (about  U.S.  $1.4  billion 
at  current  exchange  rates),  and  Rolls! 
paid  back  just  £71  million  (or  $118 1 
million). 

All  of  this,  please  note,  presents  a 
picture  distinctly  different  from  thel 
one  in  the  prospectus,  which  portrays 
a  competitive,  confident  and  profit- 
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able  Rolls-Royce.  In  truth,  this  newly 
public  company  will  remain  a  ward  of 
the  state  (a  $220  million  pretax  profit 
last  year  on  $2.7  billion  revenues  and 
a  13%  market  share  in  civil  jet  en- 
gines). The  government,  after  all,  will 
retain  a  single,  so-called  special  share 


of  stock  that  gives  it  veto  power  over 
the  firm's  activities. 

So  why  was  the  Rolls  privatization 
so  oversubscribed?  Partly  it's  the  fren- 
zy of  share  buying  that  has  engulfed 
the  Brits.  Partly  it's  that  Rolls-Royce 
is  still  the  crown  jewel  in  what's  left 


of  Britain's  engineering  industry.  And 
that's  why  virtually  nothing  has  been 
said  about  Rolls-Royce's  technical 
problems  and  their  upcoming  costs. 
There  are  still  some  things  in  Britain 
that  are  above  criticism.  But  you  don't 
have  to  invest  in  them.  ■ 


Has  Britain  beaten  the  British  disease?  The 
economy  is  strong,  inflation  and  interest 
rates  are  down,  the  pound  is  up  and  the 
Japanese  are  buying  sterling  bonds. 

New  glitter 
for  sterling 


By  Gary  Slutsker 


In  her  two  terms  as  prime  minis- 
ter, Britain's  Margaret  Thatcher 
has  cut  taxes  somewhat,  sold  na- 
tionalized companies  back  to  the  pri- 
vate sector,  increased  defense  spend- 
ing and  tamed  labor  unions.  But  per- 
ceptions change  slowly.  Because  of 
widespread  feelings  about  the  so- 
called  British  disease — symptoms  of 
which  were  supposed  to  be  nasty 
trade  unions,  a  lazy  work  force  and 
terminal  welfare  statism — foreign  in- 
vestment has  lagged. 

But  now,  with  the  pound  up  more 
than  52%  against  the  dollar  since  Feb- 


ruary 1985,  there's  been  a  resurgence 
of  interest  from  around  the  world  in 
sterling-denominated  assets.  Except 
for  unemployment,  which  hovers  at 
around  11%,  the  news  on  the  British 
economy  has  been  good.  So  has  the 
political  news:  Thatcher's  bumbling 
opponents  look  likely  to  assure  her  a 
third  term  in  the  general  election  she 
recently  called  for  June  1 1 . 

Since  November  prices  of  gilts — as 
British  government  bonds  are  called — 
have  climbed  sharply,  sending  inter- 
est rates  down  fully  2  points,  from 
above  1 1%  to  just  under  9% . 

The  lower  bond  yields  have  already 
made  themselves  felt  throughout  the 


Gilt-edged,  indeed! 
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Week-end  market  price 


Since  last  autumn,  British 
government  bonds  (gilts)  have  risen 
in  price  by  20%,  even  as  U.S. 
Treasury  securities  have  lately 
declined.  Result:  British  interest 
rates  have  fallen  sharply. 
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realm.  Businesses  and  homeowners 
have  lighter  interest  bills,  and  foreign 
firms  find  it  attractive  to  float  bonds 
on  the  Eurosterling  bond  market. 

Behind  the  rally  in  gilts  was  a  spurt 
in  foreign  buying,  primarily  by  Japa- 
nese investors  looking  for  alternatives 
to  U.S.  Treasurys.  Though  foreign  in- 
vestors accounted  for  a  small  minor- 
ity of  gilt  purchases,  their  entry  into 
the  market  intensified  already  strong 
demand  among  domestic  buyers. 

What  did  the  Japanese  see  in  British 
gilts?  First,  firming  oil  prices  have 
boosted  the  pound,  since  Britain  is 
now  a  net  exporter  of  oil,  thanks  to 
the  North  Sea.  Second,  government 
pared  its  borrowing  to  £4  billion  for 
the  year  ended  Mar.  31,  from  £6  bil- 
lion the  year  before,  a  signal  that  the 
budget  deficit  is  moving  in  the  right 
direction.  The  reduction  was  caused 
in  large  part  by  higher  than  expected 
value-added  tax  receipts  from  strong 
consumer  spending.  Finally,  inflation 
has  been  running  at  an  annual  rate  of 
just  3.4%  despite  widespread  fears  it 
would  heat  up.  Clearly,  Thatcher's 
old-fashioned  austerity  measures 
have  been  paying  off. 

Most  Japanese  investors  began  to 
look  at  gilts  last  autumn,  when  the 
plunging  dollar  handed  them  heavy 
losses  and  encouraged  them  to  look 
elsewhere.  The  gilt  market  attracted 
them  because  it  is  liquid  and  inves- 
tors can  hedge  their  risks  with  gilt 
futures  contracts  on  the  London  Inter- 
national Financial  Futures  Exchange; 
they  may  soon  be  able  to  do  the  same 
on  the  Chicago  Board  of  Trade. 

The  timing  of  Japanese  buying  coin- 
cided with  the  deregulation  of  the 
City  of  London's  securities  industry, 
which  changed  the  way  gilts  were 
sold,  replacing  2  principal  jobbers 
with  27  primary  dealers.  Result:  more 
salesmen  out  peddling  gilts.  Says  Mo- 
totoshi  Ogawa,  a  London  bond  trader 
for  Yamaichi  International  (Europe): 
"It  was  like  a  gold  rush  here." 

Will  sterling's  good  fortune  last? 
Much  depends  on  the  elections.  A  La- 
bor victory,  or  even  strong  Labor 
gains,  would  stir  expectations  of  re- 
newed inflation  and  more  socialism, 
and  would  undoubtedly  cause  the 
pound  to  collapse.  Right  now  that 
looks  unlikely:  The  strong  gilt  market 
is  saying  Thatcher  will  win  again.  ■ 
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Willard  May  says  he  is  doing  "the  Lord's 
work  "  With  a  little  help,  of  course,  from 
some  sales  promotion. 


Fear  and 
salvation 


Barbara  Laing  Picture  Group 


By  Rita  Koselka 

Willard  May,  a  fine  orator, 
with  salt-and-pepper  hair  and 
arresting  blue  eyes,  is  pitch- 
ing 100  of  his  salesmen.  "We  have  a 
quality  product,  and  it  deserves  a  dig- 
nified presentation,"  he  tells  the  lis- 
tening salespeople.  But  then  he  sug- 
gests giving  dignity  a  bit  of  promo- 
tional help.  Why  not  send  potential 
customers  an  empty  envelope  via  reg- 
istered mail.  When  the  customer  calls 
to  say  the  envelope  arrived  with  noth- 
ing in  it,  the  salesman  is  to  reply, 
"That's  what  will  be  left  for  your  wife 
and  kids  if  you  don't  sit  down  and 
discuss  your  financial  future  with 
me."  Is  May  selling  life  insurance? 
Mutual  funds?  Penny  stocks?  Nope, 
church  bonds. 

No  hokey  little  business,  this. 
May's  AMI  Investment  Corp.,  which 
claims  to  be  America's  largest  under- 
writer of  church  bonds,  has  nearly 
$400  million  of  them  outstanding.  By 
year-end  AMI  and  its  main  rivals — 
A.B.  Culbertson,  B.C.  Ziegler  and 
Keenan  &  Clarey —  will  have  about  SI 
billion  in  bonds  outstanding  to  fi- 
nance new  churches,  retirement  cen- 
ters and  even  church-owned  TV  sta- 
tions. AMI  says  it  will  underwrite 
$160  million  of  church  bonds  this 
year — triple  the  amount  sold  just  two 
years  ago — and  will  garner  about  $10 
million  in  fees. 

Ideally,  a  church  sells  its  offering  to 
its  own  congregants,  with  AMI  raking 
off  about  6%.  Interest  and  principal 
are  paid  through  the  donations  of 
church  members.  The  members,  in 
effect,  lend  the  church  money  and 
repay  themselves.  What  happens  if 
something  goes  wrong — a  preacher 
leaves  (or  gets  involved  in  scandal),  an 
oil  town  dries  up,  or  the  debt  load  gets 
too  heavy?  May  soothes  the  anxious 


Cburcb  bond  underuriter  Willard  May 
The  Lord's  work  pays  mighty  well. 


with  insurance — through  AMI's  own 
captive  insurance  company,  domi- 
ciled in  the  U.S.  Virgin  Islands. 

Insurance?  Quite  a  pitch,  which  no 
other  church  bond  underwriter  offers. 
But  the  insurance — highlighted  on 
the  front  page  of  the  offering  state- 
ment— is  of  dubious  value.  AMI's  cap- 
tive insurer  has  $2  million  of  assets — 
and  has  issued  more  than  $70  million 
of  insurance.  If  anything  goes  serious- 
ly wrong,  bondholders  may  have  to 
pray  for  their  money. 

Investors  can't  look  to  the  Securi- 
ties &  Exchange  Commission  for  suc- 
cor. Although  AMI  and  the  other  ma- 
jor church  bond  houses  have  been  re- 


quired to  register  with  the  National 
Association  of  Securities  Dealer* 
since  1983,  church  bonds  are  exempt 
from  SEC  registration  because  they 
are  issued  by  nonprofit  institutions. 

The  bonds  currently  carry  rates  ofi 
8%  to  13%,  attractive  to  small  inves- 
tors— and  small  banks — looking  for 
yield.  So  far,  AMI's  underwriting  rec- 
ord has  been  good — one  default 
among  700  or  so  issues — but  the  push 
for  volume  is  bound  to  affect  under- 
writing standards. 

AMI  allows  churches  to  commit  toi 
interest  payments  equal  to  40%  or 
their  projected  annual  take.  And  AMI 
allows  issuers  to  borrow  up  to  75%  ofi 
a  project's  appraised  value,  some  10 
points  more  than  competitor  A.B. 
Culbertson  allows. 

AMI  is  a  financial  supermarket  for 
the  church  set.  The  company,  owned 
primarily  by  May  and  his  colleague 
William  Johnson,  has  the  church 
bond  underwriting  business,  a  full- 
service  brokerage  house  and  a  trust: 
company.  May  is  pushmg  for  a  bank 
charter,  though  the  state  of  Texas  has 
turned  him  down. 

Despite  bleak  times  in  Amarillo, 
Tex.,  its  hometown,  AMI  recently 
opened  a  posh  new  26,000-square-foot! 
office  building. 

AMI  owns  the  Trust  Co.  of  Ameri- 
ca, where  proceeds  of  bond  offerings 
are  deposited.  The  trust  company 
holds  the  money  until  the  church 
needs  it  (seven  months  on  average), 
and  gets  to  keep  the  interest.  The) 
trust  company  also  gets  the  float  on 
bond  payments,  made  weekly  on 
monthly  by  the  church  but  sent  toi 
investors  only  every  six  months. 

If  AMI  can't  get  an  underwriting, 
put  together  quickly,  it  can  broker  an 
interim  loan  through  Church  Loans  & 
Investment  Trust,  a  publicly  traded 
REIT  formerly  managed  by  AMI. 

AMI  was  started  as  the  REIT's  man- 
agement company  in  1959.  May  came 
in  1977,  after  spending  a  year  as  at 
broker  with  A.B.  Culbertson,  a  pio- 
neer in  the  church  bond  business. 
May,  now  56,  wanted  AMI  to  start 
underwriting  bonds  for  churches  that 
weren't  doing  business  with  the  trust, 
which  was  formed  to  finance  projects 
for  the  Churches  of  Christ,  a  funda- 
mentalist denomination. 

The  cozy  relationships  among  the 
bond  underwriters,  the  trust  company 
and  the  REIT  caused  problems  with 
the  SEC.  In  1980  the  commission 
charged  AMI,  Church  Loans,  Johnson 
and  May  with  misrepresentation  to 
potential  clients,  unauthorized  use  of 
the  trust  company's  money  (to  buy 
shares  in  the  trust — thus  increasing 
the  trust's  capital  and  ability  to  do! 
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jusiness)  and  with  making  loans  con- 
ditioned on  purchase  of  trust  shares. 

Church  Loans  and  AMI  separated. 
\nd,  to  settle  the  case,  Bill  Johnson 
vas  permanently  barred  from  being  a 
supervisor  in  the  securities  industry, 
ind  May  was  suspended  for  30  days. 
The  settlement  required  that  May 


and  Johnson  disclose  the  action  for 
three  years,  until  1984.) 

All  these  troubles  are  history  as  we 
interview  May,  who  is  sitting  in  his 
plush  new  office  decorated  with  hand- 
carved  rosewood  furniture  from  Chi- 
na, a  Limoges  tea  service  and  other 
touches    befitting    an  investment 


banker.  "We  are  helping  with  the 
Lord's  work,  and  it  is  paying  us 
mighty  well,"  May  says.  And  it  will 
pay  even  better  if  May,  as  he  hopes, 
takes  his  company  public  soon. 

To  get  returns  like  this,  May 
doesn't  mind  in  the  least  mixing  a 
little  promotion  in  with  the  dignity.  ■ 


One  of  the  biggest  firms  in  the  investment 
business,  Merrill  Lynch  is  only  in  the  mid- 
dle rank  in  profitability. 

Can  Merrill 
catch  up? 


By  Richard  Behar 


espite  a  booming  stock  mar- 
I  ket  and  unprecedented  profits 
B^Fin  nearly  every  aspect  of  the 
^securities  business,  Merrill  Lynch, 
i  he  biggest  retail  brokerage  house  in 
he  nation  and  third  in  capital,  is  a 
lisappointment  to  those  who  expect- 
ed great  things  from  this  investment 
Powerhouse.  The  letdown  predates, 
put  is  accentuated  by,  Merrill's  recent 
15275  million  loss  in  mortgage  bond 
rading. 

Last  year  Merrill  reported  record 
profits  of  $454  million,  or  $4.30  a 
hare,  but  the  earnings  trend  is  not 
•.ncouraging.  Significantly,  Merrill  in 
986  required  nearly  $10  billion  in 
■\  r  evenues  to  generate  operating  earn- 
ngs  about  equal  to  those  earned  by 
ihearson  Lehman  on  less  than  half 
vlerrill's  revenues.  During  the  last  de- 
;ade  Merrill  has  slid  further,  faster, 
han  the  average  of  all  its  rivals.  It  has 
;one  from  pretax  margins  of  19%  in 
1  976  (when  rivals  were  earning  14%) 
o  1986  margins  of  8%  (compared 
vith  an  industry  average  of  10.6%). 
The  first  quarter  of  1987  shows  the 
Irop  continuing. 

In  return  on  stockholders'  equity, 
vterrill  does  not  look  good  either. 
During  the  last  four  years,  the  reign  of 
i:urrent  management,  Merrill  has  av- 
•raged  11%,  vs.  14%  for  the  industry 
is  a  whole.  Moreover,  that  11%  is 
lown  sharply  from  Merrill's  21%  av- 
erage for  the  previous  four  years. 

Merrill  seems  to  have  problems 


controlling  its  costs.  At  48,000  em- 
ployees, the  firm  now  has  roughly 
seven  times  as  many  workers  as  Salo- 
mon, Wall  Street's  most  profitable 
publicly  traded  firm.  Merrill's  defend- 
ers attribute  this  to  a  heavy  retail  ori- 
entation. But  compare  Merrill  with 
Shearson,  its  closest  competitor  as 
measured  by  assets,  capital  and  lines 
of  business.  Last  year,  excluding  spe- 
cial items,  Shearson  earned  nearly  the 
same  as  Merrill  did — $316  million,  vs. 
$349  million,  with  little  more  than 
half  the  employees. 

All  this  raises  a  big  question:  If  Mer- 
rill is  increasingly  less  profitable  than 
major  rivals  in  a  banner  period  for 
Wall  Street,  what  will  happen  to  the 
high-overhead  firm  when  the  busi- 
ness slumps,  as  inevitably  it  will? 

Not  surprisingly,  there  is  discon- 
tent at  Merrill,  much  of  it  focused  on 
the  firm's  affable,  hard-working  chair- 
man, William  Schreyer,  59.  Most  for- 
mer Merrill  executives  declined  to  be 
quoted  for  this  article  but  were  pri- 
vately critical  of  Merrill  manage- 
ment. If  the  criticism  loses  some  force 
because  of  its  anonymity,  it  neverthe- 
less helps  explain  Merrill's  compara- 
tive lag  in  profitability.  Moreover,  a 
fair  sprinkling  of  middle-level  execu- 
tives still  with  the  company  were 
equally  critical — off  the  record. 

To  understand  the  complaints  it's 
necessary  to  know  something  of  Mer- 
rill's history.  The  firm  began  as  the 
creation  of  Charles  Merrill,  the 
founder  of  the  Safeway  chain,  who 
reasoned  that  you  could  make  money 


on  Wall  Street  the  same  way  that  you 
could  in  supermarkets:  by  doing  huge 
volumes  of  retail  trade.  But  that  was  50 
years  ago.  In  the  last  decade  Wall 
Street's  retail  "wire  houses"  have  suf- 
fered as  business  has  spread  to  invest- 
ment banking  firms  like  First  Boston 
and  Salomon,  and  to  discount  broker- 
age firms  like  Quick  &  Reilly  and 
Charles  Schwab  &  Co.,  as  well  as  to 
mutual  fund  specialty  houses  like 
Dreyfus  (Forbes,  Feb.  24, 1986). 

The  trend  toward  specialization  has 
given  rise  to  relative  newcomers  like 
Drexel  Burnham  Lambert,  and  to  Salo- 
mon's successes:  Salomon's  pretax 
margins  last  year  were  50%  higher 
than  Merrill's,  even  though  it,  too,  is 
suffering  this  year.  As  markets  became 
more  institutionalized,  Merrill's 
strength  in  retail  distribution  became 
less  important  than  the  block-trading, 
dealmaking  strengths  of  rivals.  Merrill 
had  plenty  of  time  to  change — and 
plenty  of  money.  Its  capital,  $2.9  bil- 
lion, is  behind  only  Salomon's  and 
Shearson's  and  exceeds  that  of  many 
major  commercial  banks. 

Amid  this  change,  Merrill  has  con- 
tinued to  be  run  by  managers  who  rose 
through  its  core  business  of  stock  bro- 
kerage, people  often  unfamiliar  with 
the  complex  new  markets  their  firm 
was  entering.  Schreyer  himself  fol- 
lowed in  the  footsteps  of  his  father,  a 
stockbroker,  joining  Merrill  as  a 
trainee  after  World  War  II  and  rising 
through  the  retail  ranks  behind  Donald 
Regan.  It  was  Regan,  as  Merrill's  head 
during  the  1970s,  who  launched  the 
firm  into  many  of  the  new  markets  and 
who  proclaimed  that  Merrill  would 
end  up  being  the  best  in  everything. 

Regan  left  to  join  the  Reagan  Ad- 
ministration in  1981,  and  Schreyer's 
rise  accelerated  as  he  first  moved  to 
the  presidency  in  1982,  then  to  chief 
executive  in  1984.  He  became  chair- 
man in  1985,  continuing  in  a  long  line 
of  brokers  who  held  that  office. 

Schreyer  and  his  team  have  cut  back 
on  some  of  Regan's  expansion — get- 
ting out  of  the  residential  real  estate 
business,  for  example.  They  have 
maintained  Merrill's  leadership  posi- 
tion in  mutual  funds,  with  $84  billion 
now  under  management.  They  have 
expanded  Merrill's  international  pres- 
ence. But  critics  insist  Schreyer  and  his 
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closest  aides  are  not  in  touch  with  the 
more  sophisticated  and  risky  lines  of 
business,  such  as  mortgage-backed  se- 
curities and  junk  bonds,  that  Merrill 
has  entered  in  recent  years. 

What  does  Schreyer  say  in  re- 
sponse? "The  day  of  the  one-man 
show  is  over." 

Of  course,  but  with  proper  controls 
the  few  at  the  top  still  get  early  warn- 
ing of  developing  problems.  Merrill 
seems  weak  on  such  controls.  Over- 
head, for  example.  "Hiring  was  taking 
place  all  over  the  firm  without  anyone 
at  the  top  approving  it,"  reports  one 
recently  departed  top  executive.  He 
adds  that  top  management  frequently 
permitted  exceptions  that  blunted  the 
force  of  the  people-cutting  moves. 
Falling  revenues  forced  Merrill  to  cut 
its  work  force  by  4%  in  1984, 
but  the  accretion  has  since  re- 
sumed. Today  employee  ranks 
are  14%  higher  than  the  1984 
trough. 

In  1978  a  newly  installed 
cost-accounting  system  iden- 
tified the  commodities  trading 
unit  as  running  in  the  red  once 
all  operating  costs  were  fully 
allocated  against  the  unit's 
revenues.  Brokerage  execu- 
tives nitpicked  the  study's 
methodology,  and  a  new  study 
was  launched.  It  confirmed 
the  earlier  findings,  but  man- 
agement scrapped  the  cost-ac- 
counting system. 

Five  years  later  an  expensive 
study  by  McKinsey  &  Co.  re- 
vealed that  commodities  unit 
losses  on  a  fully  allocated  ba- 
sis had  swelled  to  nearly  $50 
million  annually.  Management  com- 
missioned yet  another  study,  this  one 
by  a  team  of  in-house  executives. 
Merrill  eventually  closed  much  of  its 
commodities  operation  anyway,  but 
tens  of  millions  of  dollars  later  than  it 
might  have  done. 

In  the  early  1980s  Regan's  immedi- 
ate successor  and  Schreyer's  predeces- 
sor, Roger  Birk,  who  served  as  chief 
executive  for  a  bit  more  than  three 
years,  made  a  proposal.  Merrill  would 
buy  a  small,  bankrupt  college  when- 
ever one  turned  up  and  use  it  as  a 
training  center  for  stockbrokers.  By 
1984  that  modest  notion  had  bal- 
looned into  an  estimated  $120  mil- 
lion complex  on  275  acres  outside 
Princeton,  NJ.  There  the  company 
intended  to  relocate  more  than  5,000 
Wall  Street  retail  employees,  in  addi- 
tion to  the  training  center. 

The  move  was  never  completed. 
When  word  got  out  that  Schreyer  per- 
sonally intended  to  remain  based  in 
New  York,  other  executives  asked  to 


remain  there  as  well.  Today  Merrill's 
Princeton  complex,  planned  on  a  pha- 
raoh-size  scale,  instead  houses  only 
about  1,700  employees,  mostly  in  ad- 
ministrative support  areas. 

What  about  the  huge  loss  in  mort- 
gage bonds  in  April?  The  problem 
seems  to  be  that  Merrill's  managers 
had  inadequate  procedures  for  over- 
seeing when  traders  took  unhedged 
or  "naked"  positions  on  various 
stocks,  bonds  and  mortgage-backed 
securities. 

Lewis  Ranieri,  vice  chairman  of  Sal- 
omon, the  firm  from  which  Merrill 
recruited  the  trader  who  eventually 
was  blamed  for  losing  a  large  chunk  of 
the  $275  million  on  unauthorized 
trading,  says:  "I  don't  think  that  could 
happen  here.  We're  a  trading  firm,  and 
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Merrill  Lynch  Chairman  William  Schrey  er 
"The  day  of  the  one-man  show  is  over.' 


we  think  an  awful  lot  about  making 
sure  we  have  appropnate  controls  on 
our  positions." 

Now,  in  the  wake  of  that  fiasco, 
Merrill  has  again  turned  to  outside 
advisers  to  help  sort  out  its  prob- 
lems— this  time  in  the  person  of  for- 
mer Merrill  director  and  New  York 
attorney  William  Rogers,  who  recent- 
ly headed  up  the  commission  investi- 
gating the  explosion  of  the  Challenger 
space  shuttle. 

If  Rogers  looks  carefully,  he  may 
well  find  that  the  blame  at  Merrill 
attaches  to  its  long-standing  system 
of  putting  administrators,  as  op- 
posed to  executives  with  actual  op- 
erating experience,  in  charge  of  busi- 
ness units.  "I  don't  believe  a  man 
has  to  be  an  investment  banker  to 
run  the  capital  markets  area,"  in- 
sists Schreyer.  This  use  of  adminis- 
trators to  run  technical  operations  is 
a  practice  that  works  well  in  many 
industries  but  may  not  work  in  Wall 
Street. 


Thus,  Brian  Barefoot,  head  of  trad 
ing  when  the  bond  debacle  surface! 
had  little  experience  as  a  trad« 
himself.  Similarly,  Jerome  Kenne* 
Barefoot's  boss  and  the  chief  execu 
tive  of  Merrill's  entire  capital  ma 
kets  sector,  had  limited  operation! 
expenence,  having  spent  most  of  hi 
career  in  securities  research. 

Following  news  of  the  bond  lossei 
Kenney  was  relieved  of  his  tradin 
duties.  The  man  who  has  now  tempo 
rarily  assumed  them,  Merrill  Prest 
dent  Daniel  Tully,  is  a  top-notch  sale 
executive,  but  he  does  not  have  int: 
mate  knowledge  of  the  convolute 
business  of  bond  trading. 

How  does  Merrill  respond  to  a 
this?  We  asked  Bill  Schreyer. 

On  controls?  "We've  come  a  Ion 
uicamp  way  from  the  days  of  the  earl 
1980s,  when  we  expanded  s 
fast  and  into  so  many  proc 
ucts.  Attitudes  are  changing 
and  this  works  its  way  dow 
from  the  top.  Before  we  ag 
prove  anything  now,  there  ha 
to  be  a  business  plan  tha 
moves  five  years  out.  Todai 
there's  as  good  an  operatini 
control  as  ever." 

On  Merrill's  margins 
"We're  making  investments  l 
the  future  toward  globalize 
tion  of  the  markets,  and  w 
have  set  a  target  of  15%  retur 
on  equity  as  our  acceptabl 
minimum." 

A  current  manager  witi 
budget  oversight  duties  undei 
scores  the  claimed  change; 
saying,  "It's  remarkable  wha 
is  beginning  to  happen  here  q 


terms  of  cost-consciousness. 

But  none  too  soon.  Never  has  cost 
consciousness  and  the  need  for  solii 
judgment  and  fast  decision  makin 
been  more  vital.  In  the  past  year  a 
so  Merrill  has  moved  aggressivel' 
into  mergers  and  acquisitions 
committing  huge  amounts  of  its  owi 
capital  to  takeover  deals.  It  recentl' 
agreed  to  lend  more  than  $1.5  billioi 
in  deals  involving  Borg-Warner  an» 
Supermarkets  General.  Committinj 
its  own  capital  in  this  way  ha 
forced  other  firms  to  follow  suit 
raising  the  risks  for  all.  With  deals  o 
this  size,  poor  judgment  or  suddei 
market  volatility  could  cost  hun 
dreds  of  miDions  of  dollars. 

Adding  it  all  up,  Merrill  has  sorm 
notable  strengths  but  also  some  glar 
ing  weaknesses.  In  a  business  as  vola 
tile  and  competitive  as  Wall  Stree 
has  become,  the  weaknesses,  unles: 
soon  checked,  could  have  disastrou; 
results.  As  the  bond  losses  so  clearb 
illustrated. 
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Sterling.  The  Dream  Is  Barn. 


The  style  and  comfort  are  unmistakably  British. 
The  performance  comes  from  a  new  V-6  engine 
specially-built  by  Honda.  Together  they  advanced  the 
state  of  the  European  luxury  road  car. 

Sterling  comes  equipped  with  every  luxury  you 
should  expect  in  a  European  road  car,  and  many  you 
should  demand.  Rich  burled  walnut.  Supple  Connolly 
leather  and  the  Bosch  Anti-lock  Braking  System 
(ABS)1  Electric  moonroof.  Air  Conditioning.  Power 
windows.  Cruise  control.  A  six-speaker  high  fidelity 
system.  Remote  infrared  locking  and  an  advanced 
security  system. 

"A  Mercedes  owner  would  consider  it  keenly 

priced,  especially  when  looking  at  all  the 

goodies  ...I  can  even  see  Sterling  giving 

Jaguar  cause  for  worry:' 

—The  London  Financial  Times. 

The  heart  of  Sterling's  sophisticated  perform- 
ance is  Honda  s  Formula  One  bred  2. 5  liter,  V-6  engine. 


Sterling  sprints  the  traditional  benchmark  of  0-60  in 
8.8  seconds,  and  will  reach  130  should  law  in  the  fast 
lane  ever  permit. 

"With  the  possible  exception  of  the 
Concorde,  no  machine  so  nicely  put 
together  has  ever  before  come  out  of 
England:' 

—Car  &  Driver  Magazine. 

Before  your  Sterling  leaves  the  factory,  it 
receives  over  900  quality  checks.  Then  it's  covered 
by  a  36  month/36,000  mile  limited  warranty"  And 
we've  added  Sterling  PlusSM  Service,  including  a 
24-hour  emergency  road  service  and  travel 
assistance  program.* 

For  the  name  of  your  nearest  Sterling  dealer,  call 
1-800-622-0550.  In  Illinois,  call  1-800-622-0440. 

And  come  drive  beyond 
your  dream  of  what  a  luxury 
road  car  can  be. 


Sterling  825S  $19,200.  Sterling 825SL  $23,900* 


'Both  standard  on  the  825  SL  and  available  at  an  extra  cost  option  on  the  825S.  "See  your  dealer  tor  detail*, 
t Program  ottered  and  administered  by  Cross  Country  Motor  Club.  Inc.  and  Cross  Country  Motor  Club  of  California,  Inc. 
Sterling  Plus  is  a  service  mark  of  Austin  Hover  Cars  of  North  America. 

(Manufacturer's  suggested  retail  prices.  Actual  prices  set  by  dealer.  Taxes,  license,  freight,  dealer  prep,  options  and  other  dealer  charges  extra. 
Prices  may  change  without  notice.  t  1987  Austin  Rover  Cars  of  North  America. 


Beauty  is  in  the  eye  of  the  beholder. 


>ome  beholders  are  irreversibly 
mitten  by  the  new  Beechjet.  While 
)thers  become  strongly  enamored 
)f  Beech's  Super  King  Air  propjet. 

The  dichotomy  is  understand- 
ible.  Because,  while  both  are  strik- 
ngly  handsome  corporate  aircraft, 
iifferent  corporations  have  different 
)riorities.  When  widely  scattered 
lestinations  make  top  speed  imper- 
ii ve.  businesses  can  choose  the  530 
nph  Beechjet.  the  most  advanced, 
omfortable  and  most  recently  cer- 
ificated  jet  in  its  class.  Other  firms 
nay  need  the  advantages  of  the 
>uper  King  Air  300:  operational 
lexibility  for  short  or  long  trips  to 
lirports  big  and  small — plus  the 
*tra  operating  economy  of  a 
)ropjet.  That's  why  half  of  all 
orporate  propjets  in  use  today  are 
eliable  King  Airs. 


Since  Beech  Aircraft  is  a 
Raytheon  subsidiary,  we  can  play 
no  favorites.  But  we  applaud  the 
results.  By  adding  a  pure  jet  to  its 
product  line.  Beech  is  now  able  to 
meet  a  wider  range  of  customer 
needs.  This  approach  to  the  mar- 
ketplace has  been  fundamental  to 
our  business  success.  It's  just 
another  aspect  of  what  we  mean 
when  we  say.  at  Raytheon,  quality 
starts  with  fundamentals. 

Ravtheon  Company,  141  Spring 
Street.  Lexington,  MA  02173. 


Raytheon 


Where  quality  starts  w  ith  fundamentals 


To  most  people,  real  estate  is  tangible.  To 
Jerry  Barton  its  value  is  only  what  people 
think  it  is.  Has  he  carried  fantasy  too  far? 

Just  so  much 
popcorn 


Landmark  Land's  Chairman  Jerry  Barton  at  Carmel  Valley  Ranch 
"None  of  us  knows  what  real  estate  is  worth." 

John  Harding 


By  Ellen  Paris 

When  he  was  young,  Gerald 
Barton  worked  in  his  father's 
Oklahoma  City  movie  the- 
ater and  saw  what  a  powerful  draw 
fantasy  can  be.  For  a  career,  Barton 
chose  real  estate  development, 
where — he  ultimately  discovered — 
fantasy  also  plays  a  leading  role. 
"None  of  us  knows  what  real  estate  is 
worth,"  says  Barton,  now  55.  The 
question  of  value,  he  explains,  "is  all 
perception." 

Not  everyone  would  agree,  but  Bar- 
ton's perceptions  have  built  his  com- 
pany, Carmel,  Calif,  s  Landmark 
Land,  into  one  of  the  country's  largest 
publicly  owned  land  developers. 
Landmark  buys  big  tracts  of  raw 


land,  pretties  them  up  by  building  golf 
courses,  clubhouses,  tennis  courts, 
shopping  centers  and  other  improve- 
ments, and  then  sells  off  lots  to  resi- 
dential builders.  Landmark  earned 
SI 0.4  million  last  year  on  revenues  of 
S238  million.  Toronto's  Reichmann 
family  owns  25%  of  Landmark,  a 
stake  currently  worth  around  S45 
million.  Barton  owns  30%. 

Like  most  developers,  Barton  likes 
leverage.  On  every  $1  of  Landmark's 
equity  is  piled  $4  of  debt.  But  equally 
important  is  Barton's  thinking  when 
it  comes  to  wringing  value  from  his 
land  holdings. 

Barton  hooked  into  Landmark  in 
1971,  when  it  was  still  known  as  Gulf 
States  Land  &  Industries,  a  Louisiana 
real  estate  company  whose  principal 


asset  was  25,000  acres  of  old  sugai 
land,  mostly  swamp  and  wetlands. 
Twelve  years  earlier  New  York  devel- 
oper William  Zeckendorf  bought  60% 
of  the  company,  but  lost  it  when  his 
real  estate  empire  crumbled.  Zecken- 
dorf's  creditors  asked  Barton  to  run  it. 
Barton  put  his  real  estate  assets  into 
Gulf  States  in  exchange  for  20%.  of  the 
company  and  changed  its  name  tc 
Landmark. 

Using  the  Gulf  States  land  as  a  vehi- 
cle, Barton  began  developing  5,00Q 
acres  on  the  Mississippi  between  Bat- 
on Rouge  and  New  Orleans  into  a 
planned  blue-collar  tract  home  com- 
munity called  LaPlace.  There  are  now 
3,000  homes  built  and  occupied  in  La- 
Place;  Barton  says  there  is  room  foi 
10,000  more. 

With  the  profits  from  LaPlace,  Bar- 
ton bought  some  farmland  near  Okla- 
homa City  and,  in  the  pre-oil-bust 
mid-1970s,  developed  the  posh  Oak 
Tree  Country  Club.  Even  now  resi- 
dential land  surrounding  the  country 
club  fetches  $100,000  an  acre,  vs.  the 
S2, 100  an  acre  Barton  paid  in  1974. 
Landmark  still  owns  some  1,200  acres 
at  Oak  Tree. 

Next  came  golf  club  communities 
in  California's  Carmel  Valley,  Mis- 
sion Hills  and  La  Quinta,  20  miles 
from  Palm  Springs. 

At  his  father's  theater,  Barton  often 
manned  the  popcorn  machine.  That 
taught  him  that  fantasy  can  be  used  to 
sell  products  other  than  the  fantasy 
itself.  In  1982  Barton  acquired  failed 
Dixie  Savings  &  Loan,  Louisiana's 
largest  thrift,  from  the  Federal  Sav- 
ings &  Loan  Insurance  Corp.  (FSLIC). 
He  quickly  recapitalized  the  thrift. 
Not  with  money.  With  land. 

First,  Barton  put  all  of  Landmark's 
land  onto  Dixie's  books.  This  land- 
capital  infusion  increased  the  capital 
of  Dixie,  giving  it  greater  borrowing 
power  from  the  Federal  Home  Loan; 
Bank  and  other  banks.  He  then  con- 
verted Dixie's  charter  to  a  state  char- 
ter. This  allowed  him  to  invest  10% 
of  the  thrift's  expanded  asset  base  in 
real  estate. 

With  Landmark's  new  funds,  Bar- 
ton began  developing  additional  prop- 
erties. By  last  year,  however,  it  ap- 
peared that  Dixie's  investments  im 
Landmark  projects  were  close  to 
reaching  the  10%  limit.  Barton's 
hands  were  tied.  He  could  not  write 
up  Dixie's  land  assets  -(some  of  which 
were  carried  at  historic  cost  dating 
back  to  1919)  to  current  market  value, 
because  of  accounting  rules. 

Solution:  Last  August  Barton  ac- 
quired St.  Bernard  Savings  &  Loan, 
another  failed  Louisiana  thrift,  from 
FSLIC.  He  then  transferred  all  of  Dix- 
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I  he  garden  slugs  in  a  microelectronics 
JLlab  at  AT&T  Bell  Laboratories  are  very 
ussy  eaters.They  won't  go  near  their  favorite  foods 
f  they  smell  a  wniff  of  garlic.  Garlic?  Garden  slugs? 
Miat  could  that  possibly  have  to  do  with  making 
:omputers  smarter?  More  than  youd  ever  imagine... 


AT&T  Bell  Laboratory 


uiQlogy  for  the  real  world 


The  common  garden  slug  loves 
the  enticing  odors  of  carrot, 
tomato  and  mushroom.  But  it  hates 
garlic.  When  scientists  at  AT&T  Bell 
Laboratories  "spike"  these  favorite 
f<  )ods  with  garlic,  what  happens? 
The  slug  learns.  It  alters  its  memory 
of  the  foods  it  once  loved  and 
avoids  or  rejects  them. 

Insights  gained  from  studying 
simple  central  nervous  systems  like 
the  slugs  point  to  a  dramatically 
new  approach  to  computing.  An 
approach  that  promises  to  make 
computers  faster,  smarter  and  easier 
for  people  to  use. 

Why  study  slugs?  Though  the  slug 
is  no  Einstein,  its  brains  limited 
ability  to  learn— to  associate  new  in- 
formation with  existing  memories- 
makes  today  s  most  powerful 
computers  seem  primitive. 

Aid  the  slug,  with  its  neural  net- 
works comprised  of  a  mere 
500,000  nerve  cells  or  neurons,  is 
much  less  complicated  to  work 
with  than  people  or  other  animals. 

Microchips  that 
mimic  the  brain 

On  functioning  computer  chips, 
microelectronics  researchers  have 
built  prototype  electronic  neural 
networks. 

Like  biological  networks  of  brain 
nerve  cells,  these  electronic  circuits 
use  associative  memory  to  relate 
incoming  information  to  memories 
already  stored.  So  they  can 
cope  with  information  filled  with 
errors  or  ambiguity  And  they  can 
deal  with  "messy"  information,  col- 
iecting  scattered  facts  to  recognize 
and  remember  from  incomplete 
derails,  much  as  the  brain  does. 

One  test  chip,  containing  54 


Slug  as  savant: 
"Nature  has  shown  us  there 
are  powerful  computer 
designs  very  different  from 
conventional  machines!' 


leurons"  in  such  a  "neural  net- 
>rk"  can  recall  memories  from 
iperfect  data  within  a  few 
illionths  of  a  second— selecting 
imes  Lynn"  from  among  several 
)red  names  as  the  correct 
Isponse  to  the  input  "Jim." 

I     Getting  up  to  speed 

v  studying  simple  central  nervous 
Istems  like  the  slugs,  scientists  at 
til  Labs  are  also  gaining  valuable 
Isights  into  another  brain  function, 
Irallel  processing.  It  offers 
L  answer  to  a  physical  limitation 
I  todays  computers— speed. 
I  Step-by-step  computing  can  only 
rocess  information  one  piece  at  a 


ments  as  well  as  good  calculations. 
Computers  that  can  perceive  and 
learn  in  an  imperfect  world,  much 
as  people  do. 

In  the  future,  working  with  com- 
puters will  be  more  like  working 
with  people.  The  machines  will 
understand  and  respond  to  human 
speech— even  recognize  the 


iday's  computers  can  only  process  neady-stored 
[formation.  A  little  human  ability  to  deal  with  messiness 
light  actually  make  them  a  whole  lot  smarter. 


trie.  Parallel  processing,  the  ability 
I  perform  several  functions 
multaneously  speeds  things  up. 
lid  the  more  things  done  together, 
|e  faster  the  whole  job  gets  done. 

"Thinking"  computers 

here  is  this  research  into  associa- 
te memory  and  parallel 
pressing  leading?  To  "thinking" 
Imputers  that  make  good  judg- 


person  addressing  them. 

Taking  the  longer  view 

Research  scientists  at  AT&T  Bell 
Laboratories  are  expected  to  take 
the  longer  view.  To  look  beyond 
the  impact  of  technology  on  the 
next  quarter  or  the  next  year,  into 
the  next  century. 

It  is  this  perspective  that  has  pro- 
duced seven  Nobel  Prize  winners 


In  the  future, 

people  and  their  computers 
will  have  a  much  friendlier 
working  relationship. 


for  Bell  Labs.  Some  21,000  patents, 
an  average  of  more  than  one  a  day 
And  a  legacy  of  achievement,  from 
the  transistor  and  the  laser  to 
lightwave  communications  and  the 
digital  computer. 

This  longer  view  ensures  that 
the  technology  built  into  all  AT&T 
products  can  evolve  and  adapt  to 
the  changing  needs  of  the  real 
world.  Making  information  easier 
to  obtain  and  use  for  evervone. 
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The  right  choice. 


THE  CHOICE  IS  FLORIDA. 


Eight  states  were  in  the  running  for  their  new  regional  facility. 
They  chose  Florida. 

In  large  part  hecause  of  our  people.  Florida's  work  force  has  earned 
a  reputation  for  heing  highly  skilled  and  reliable.  Along  with  having 
strong  company  loyalty. 

They  chose  Florida  because  of  our  business  climate.  Our  state 
and  local  governments  want  and  welcome  new  businesses.  And  our 
corporate  taxes  allow  businesses  to  be  competitive.  There  is  no  unitary 
tax.  And  no  personal  income  tax. 

And  they  looked  at  the  most  current  data  and  found  Florida  to 
be  the  trend-setting  state  in  the  nation.  So,  when  you're  looking  at 
Florida  today,  you're  seeing  the  state  of  the  future. 

The  bottom  line.  Florida  is  considered  to  be  the  premiere  business 
opportunity  state  in  the  country. 

So,  when  they  set  out  to  open  their  new  facility,  it  was  clear  why 
they  chose  Florida. 

For  more  information,  write  to  Jeb  Bush,  Secretary  of  Commerce, 
Florida  Dept.  of  Commerce,  501  Collins  Building,  Suite  FB, 
Tallahassee,  FL  32301.  Or  call  (904)  488-5507. 


ie's  real  estate  assets  to  St.  Bernard— 
at  the  current  market  value.  ThiJ 
greatly  increased  St.  Bernard's  capital 
and  FSLIC  allowed  the  thrift  to  mako 
real  estate  investments  up  to  $1.5  bil 
lion.  At  Dixie  the  limit  had  been  $221 
million.  Why  do  thrift  regulators  dq 
such  things?  Probably  because  thej 
are  desperate. 

Take  two  busted  thrifts  and  create 
from  them  capital.  That's  carrying 
fantasy  pretty  far,  but  Barton  pulled  i 
off.  He  proceeded  to  pour  much  of  th« 
money  into  his  PGA  West  develop 
ment  at  La  Quinta. 

At  this  point  fantasy  seems  to  bfl 
catching  up  with  Jerry  Barton 
Opened  15  months  ago,  PGA  West 
began  with  a  bang.  But  after  last  year 
heady  growth  sales  at  PGA  West  have 
recently     slowed.     From  Januar) 


Jrida 


i  of  Economic  Development      Based  on  an  ongmal  photo  concept  bv  A  ZanrvBbcfc  Scar. 


Boasts  Barton:  "We're 
getting  some  real  buys." 
Maybe.  But  Landmark's 
debt  cost  about  $92  million 
last  year,  against  cash 
flow  of  $20  million.  If 
interest  rates  keep  rising 
and  the  economy  sinks  into 
recession.  Barton's  real 
buys  will  turn  out  to  be  real 
albatrosses. 


through  April  there  have  been  only  4C 
closed  sales  at  PGA  West. 

Sales  have  been  slow  at  Landmark's 
other  projects,  too.  Real  estate  reve- 
nues were  down  to  $42  million  last 
year,  from  $51  million  in  1985,  Earn- 
ings dropped  to  $1.26  a  share,  from 
$1.87  a  share,  as  Landmark's  tw< 
S&Ls — hit  by  economic  downturn  u. 
the  New  Orleans-Baton  Rouge  mar- 
kets— lost  money. 

Undaunted,  Barton  is  forging  ahead 
In  the  last  14  months  Landmark  has 
spent  $181  million.  Purchases  include 
the  venerable  Palm  Beach  Polo  & 
Country  Club,  some  8,100  acres  oi 
raw  land  in  southern  California's  Riv- 
erside County,  a  5,000-acre  goll 
course  development,  also  in  Louisi- 
ana, a  hotel  and  office  building  in 
Oklahoma  City,  and  First  Oklahoma 
Bancorporation,  a  failed  Oklahoma 
bank  holding  company.  Boasts  Bar- 
ton: "We're  getting  some  real  buys." 

Maybe.  But  Landmark's  debt  cost 
about  $92  million  last  year,  against 
cash  flow  of  $20  million.  If  interest 
rates  keep  rising  and  the  economy 
sinks  into  recession,  Barton's  real 
buys  will  turn  out  to  be  real  albatross- 
es. The  value  of  land,  as  Jerry  Barton 
rightly  points  out,  is  in  the  eye  of  the 
beholder.  ■ 
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In  Switzerland  wealthy  investors  are  mon- 
ey-smart but  over  conservative.  Branco 
Weiss  is  trying  to  change  things. 


a      Swiss  risk 


■ 

! 

I 

By  Richard  C.  Mora  is 

W'e've  got  money  in  Switzer- 
land,"    says  businessman 
Branco  Weiss,  "but  it  is  tired 
money,  administrated  money." 

Weiss  is  right:  When  it  comes  to 
taking  risks  and  funding,  startups,  the 
,, '  sober  Swiss  lag  far  behind  other  Euro- 
peans— let  alone  the  Americans.  Ac- 
.    cording  to  the  U.S.  consulting  firm 
!  Venture  Economics,  the  U.K.  now  has 
125  sources  of  venture  capital  and 
M  about  $5  billion  under  management. 
In  France  total  venture  capital  is  esti- 
mated at  $1  billion.  Even  Holland  has 
|  70  private  venture  capital  sources  and 
total  investments  of  $1.1  billion. 

Switzerland?  Less  than  $35  million 
a  year  is  spent  on  financing  new  ven- 
tures. There  are  only  two  small  pro- 
fessionally managed  venture  capital 
funds  in  Switzerland.  "The  Swiss  are 
afraid  to  dare,"  complains  Weiss.  "In- 
novation is  not  a  technical  problem 
here,  it  is  a  social  problem." 
Weiss,  58,  wants  to  change  all  this, 
i  A  rotund,  bespectacled  man,  Weiss  in 
1984  helped  start  the  Swiss  Venture 
Capital  Association,  a  92-member 
nonprofit  group  that  educates  the 
Swiss  about  venture  capitalism. 

Speaking  to  interested  Swiss,  Weiss 
says:  "As  of  Apr.  30,  I  have  lost  in  the 
U.S.  $1.2  million  on  investments  of 
$5  million."  After  they  cluck  over 
that,  Weiss  casually  mentions  a  win- 
ner: His  $150,000  investment  in  Al- 
dus Corp.,  a  Seattle  software  compa- 
ny, will  be  worth  $1 1.5  million  when 
Aldus  goes  public  shortly.  Now  that 
he  has  the  audience's  attention,  he 
launches  into  his  Venture  Capital  101 
lecture,  much  of  it  drawn  from  per- 
sonal experience. 

Weiss  fled  to  Switzerland  from  Za- 
greb, Yugoslavia,  in  1942,  after  his 
father,  a  rubber  trader,  was  dragged  off 


to  a  concentration  camp.  Making  the 
best  of  a  Swiss  scholarship  during  the 
war,  Weiss  became  an  engineer  at 
Zurich's  prestigious  university,  the 
Eidgenossischen  Technischen  Hoch- 
schule.  With  a  Swiss  partner,  he 
founded  his  first  company  in  1956, 
sold  out  in  1959  and  rolled  his  profit 
($43,000 — a  lot  of  francs  in  those  days) 
into  a  new  company,  Kontron,  which 


Venture  capitalist  Branco  Weiss 
"The  Swiss  are  afraid  to  dare. 


began  manufacturing  medical  equip- 
ment. When  he  sold  Kontron  to  Swiss 
chemical  giant  Hoffmann-La  Roche 
in  1972,  Weiss  pocketed  $60  million. 

After  building  up  La  Roche's  instru- 
ments division,  Weiss  left  in  1979  to 
repeat  the  Kontron  success.  He  is  now 
chairman  of  two  Swiss  technology 
firms  and  vice  chairman  of  a  third. 
The  star  of  these  is  $17  million  (1986 
revenues)  Xmit,  financed  with  $10.2 


million  of  Weiss'  own  money  and  $5.4 
million  of  loans  he  guaranteed.  Six 
years  old,  Xmit  makes  packet  switch- 
ing access  products — devices  that  en- 
able incompatible  computers  to  talk 
with  each  other.  With  sales  com- 
pounding annually  at  55%,  Xmit 
opened  a  California  office.  Xmit's  cus- 
tomer roster  includes  such  presti- 
gious names  as  Hewlett-Packard  and 
3M,  and  even  IBM  is  doing  joint  pre- 
sentations with  Xmit  in  Switzerland. 

Despite  this  success,  Weiss  is  an 
outsider  in  Zurich's  financial  circles, 
where  deals  are  cut  in  hushed  tones 
over  grilled  perch  at  the  Hotel  Baur  au 
Lac.  Why?  Weiss  has  a  couple  of  skel- 
etons: He  left  La  Roche  under  a  bitter 
pay  dispute  that  is  still  in  the  courts, 
and  in  Canada  he  was  involved  in  a 
real  estate  scandal.  A  defunct  Canadi- 
an company  paid  Weiss  a  $15  million 
standby  fee  that  the  receiver  had  "sig- 
nificant concerns  as  to  the  validity 
and  propriety  of."  Says  Weiss:  "Our 
side  thinks  it  was  very  proper." 

Yet  so  strong  is  the  capitalistic  move- 
ment sweeping  Europe — and  the  greed 
of  the  Swiss  bourgeoisie — that  even 
uptight  Zurichers  are  starting  to  listen 
to  investors  like  Weiss.  "I  see  more 
investors  prepared  to  invest  in  venture 
capital,"  says  Richard  Ebling,  a  partner 
at  Peat  Marwick  in  Zurich.  The  move- 
ment, however,  hasn't  translated  into 
laws  encouraging  startups  as  it  has  in 
France  and  England. 

Switzerland's  corporate  laws,  un- 
changed in  a  half-century,  obstruct 
the  creation  of  startups.  Corporate 
shares  must  have  a  minimum  par  val- 
ue of  $70,  while  in  the  U.S.  shares  can 
have  little  or  no  par  value. 

As  a  result,  a  good  idea,  a  garage  and 
hard  work  aren't  enough  to  start  a 
company  in  Switzerland.  An  entrepre- 
neur also  needs  a  lot  of  money  up 
front.  Another  legal  obstacle:  Minor- 
ity shareholders  in  Switzerland  have 
few  rights.  Corporations,  meanwhile, 
are  forbidden  to  buy  back  shares. 

A  measure  of  progress  will  arrive 
this  fall.  That's  when  the  Geneva 
Stock  Exchange  will  open  Switzer- 
land's first  public  stock  market  for 
small  companies.  Modeled  after  the 
London  Stock  Exchange's  successful 
Unlisted  Securities  Market,  the  new 
Geneva  market  will  provide  liquidity 
to  the  venture  capitalists  Weiss  be- 
lieves will  soon  sprout. 

"The  climate  is  about  to  change," 
Weiss  insists.  "The  generation  that  is 
coming  into  power  is  very  realistic, 
and  the  worst  offenders  blocking 
change  are  dying  off."  He  might  have 
added,  but  didn't,  that  in  this  era  of 
rapid  change  not  even  prosperous 
Switzerland  can  afford  to  doze.  ■ 
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The  company  with  80  million  offices. 


Every  home  in  America  has  a  mailbox. 

It  may  be  a  personal  statement  on  a  country 
road  or  simply  a  slot  in  a  door  in  the  suburbs. 

But  when  you're  Capital  Holding,  one  of 
the  nation's  leading  direct  marketers  of  insur- 
ance, every  mailbox  is  a  potential  office. 

We  use  direct  marketing  to  sell  insurance 
and  consumer  banking  products  to  millions  of 
middle-income  Americans  through  three  of 

iubsidiaries-National  Liberty  Corporation, 

Deposit  Corporation  and  Worldwide 
J  nderw  riters. 

National  Liberty  uses  targeted  direct  mail, 


telemarketing,  newspaper  and  television  to  n 
ket  life  and  health  insurance  for  its  subsidiarit 
Veterans  Life  and  National  Home  Life. 

With  its  technologically  advanced  marke 
ing  systems,  National  Liberty  now  has  over  5 
billion  in  annual  revenues  and  more  than  twc 
million  policy  subscribers. 

Our  direct  marketing  expertise  has  also 
helped  produce  dramatic  growth  for  our  con- 
sumer banking  affiliate,  First  Deposit  Corporari 
Using  targeted  direct  mail,  First  Deposit  has  f 
attracted  more  than  300,000  customers  for  its  I 
First  Select"  VISA  cards  and  other  credit  andl 


>osit  products. 
And  Worldwide  Underwriters,  our  newest 

"tpany,  uses  mail  and  telephone  sales  to  offer 
;.i  3  and  homeowners  insurance  to  prospective 
.  tomers. 

These  new  approaches  to  marketing  insur- 
i  e  and  consumer  banking  products  are 
»  mples  of  the  innovative  thinking  that's  helped 
)ital  Holding  Corporation  grow  into  a  finan- 
i  services  company  with  over  $8  billion  in 

5  ?tS. 

If  you  want  to  see  more  of  our  numbers, 
i  te  Bob  Rakich,  President  of  Capital  Holding 


Corporation,  at  680  Fourth  Avenue,  Louisville, 
Kentucky  40202. 

Ask  him  to  send  you  a  copy  of  our  annual 
report. 

Then  watch  your  mailbox. 

CapitaHolding 

Money  managers  for  5  million  people 

Capital  Enterprise  Insurance  Group    Capital  Initiatnvs  Corporation 
Commonwealth  Life  Insurance  Company    hirst  Deposit  Corporation    National  Liberty  Corporation 
National  Standard  Life  Insurance  Company    Peoples  Security  Life  Insurance  Company 
Worldwide  Underwriters  Insurance  Company 


Wall  Street  has  been  quick  to  spot  the  big 
bucks  in  taking  out  the  country's  hazard- 
ous garbage.  Some  of  the  new  issues  smell 
pretty  good.  Others  smell  pretty  ripe. 


Cleaning  up 


By  Burr  Leonard 


Depending  on  how  you  mea- 
sure it,  cleaning  up  the  coun- 
try's hazardous  wastes  is  now  a 
$35  billion  industry.  Only  5%  or  so  of 
this  unpleasant  work  is  farmed  out  to 
the  rapidly  growing  number  of  public- 
ly owned  hazardous  waste  companies. 
But  their  share  is  increasing,  making  a 
number  of  cleanup  entrepreneurs — 
and  their  shareholders — 
very  rich.  According  to 
Robert  Brandl  of  hazard- 
ous waste  consultants 
Roy  F.  Weston,  Inc.  in 
West  Chester,  Pa.:  "We're 
just  now  touching  the  tip 
of  the  iceberg." 

Brandl 's  firm  is  a  good 
example  of  the  new 
wealth  in  garbage.  Found- 
ed 30  years  ago,  it  went 
public  last  July  at  $8.50  a 
share  (split-adjusted)  and 
now  trades  at  17.  That 
values  $98.7  million 
(sales)  Weston  at  $107 
million. 

As  the  table  opposite 
shows,  Weston  is  not 
alone.  Canonie  Environ- 
mental Services  Corp.  of 
Porter,  Ind.  went  public 
last  September  at  $15  and 
now  sells  at  26Vi.  Nor- 
wood, Mass.'  Groundwa- 
ter Technology  has  also 
seen  its  market  value 
nearly  double  since  going 
public  last  July,  to  $144 
million. 

How  about  Miami, 
Fla.'s  $5  million  (sales) 
Enviropact,  Inc.?  It  sold 
its  first  stock  to  the  public 
last  September  at  $3.25. 
The  shares  now  trade  at 
20  Vi — 8  times  revenues, 


137  times  earnings. 

Propelling  these  gains  is  a  giant 
helping  hand  from  Washington, 
which  recently  authorized  $8.5  bil- 
lion for  Superfund's  cleanup  of  old 
sites.  More  important  for  the  future, 
the  new  toxic  waste  cleanup  stan- 
dards set  by  the  government  in  1984 
require  a  level  of  technical  expertise 
and  manpower  lacking  on  the  part  of 
most  manufacturers  that  generate 


A  Chemical  Waste  Management  incinerator 
Clean  solutions  for  dirty  problems. 


toxic  waste. 

"Each  time  a  regulation  is  enact- 
ed," grins  Robert  Fletcher,  presidenj 
of  high-flying  Enviropact,  "it  creates  a 
new  market  opportunity  for  us." 

Caveat  emptor:  Toxic  cleanup  is  a 
complex  industry,  yet  the  brokers  are 
retailing  the  new  issues  like  so  many 
potatoes  in  a  sack. 

This  worries  Thomas  Levis,  the 
managing  director  at  New  York-based 
Investors  Co.,  a  brokerage  firm  that 
specializes  in  environmental  stocks. 
"Since  the  passage  of  [the  government 
cleanup)  laws,  you  have  every  small 
operation  that's  in  any  way  associated 
with  this  business  going  public,"  Le- 
vis warns.  Wall  Street,  he  adds,  "is 
taking  advantage  of  high  earnings 
multiples  and  the  public's  interest  in 
the  field."  It's  the  old  story:  If  toxic 
cleanup  is  in  fashion,  Wall  Street  will 
gladly  retail  it. 

How  to  separate  the  jewels  from  the 
trash?  The  hazardous  waste  industry 
is  best  viewed  as  a  mix  of  three  basic 
subgroups:  landfill  disposal  and  fixed- 
base  incinerator  owners,  remedial  on- 
site  cleanup  companies,  and  purvey- 
ors of  consulting  and  analytical  ser- 
vices. Most  companies  offer  some 
s^e  Leonard    combination  of  the  three,  [ 
but  each  service  comes  I 
with  its  own  risks  and  po 
tential  rewards. 

The  eight  publicly 
owned  commercial  land- 
fill operators  have  a  pow- 
erful ally:  politicians  de- 
termined to  limit  their 
competition.  "About  80% 
of  all  solid  toxic  wastes 
are  dumped  on  landfills, 
at  rates  between  $100  and 
$150  per  cubic  yard,"  says 
analyst  Stephan  Schweich 
of  Alex.  Brown  &  Sons. 
But  in  the  past  five  years 
the  federal  government 
has  shut  about  75  of  the 
country's  100  commercial 
facilities.  Shrinking  sup- 
ply and  increasing  de- 
mand are  usually  favor- 
able for  owners. 

"People  are  always  say- 
ing, 'Gee,  landfills  are  out, 
people  are  going  to  be 
treating  wastes  now,'  and 
so  on,"  agrees  Richard  De- 
fieux,  a  venture  capitalist 
at  Princeton-Montrose 
Partners  in  Princeton,  N.J. 
"But  I'd  be  very  happy  to 
have  a  permitted  landfill 
right  now,  because  there 
aren't  very  many  of  them 
around." 
Pretax  margins  for  per- 


FORBES,  JUNE  1,  1987 


Opportunities  in  refuse 

Below,  a  dozen  toxic  cleanup  companies  that  have 
recently  gone  public,  organized  by  specialty.  But 

note  that  most  companies 
areas  of  expertise. 

are  expanding  into 

new 

Name 

Sales 
($mil) 

Profits 
($mil) 

Offering 
date 

Shares 
outstanding 
(mil) 

Shares 
offered 
(mil) 

Offering 
price 

Recent 
price 

Price/ 
earnings 
ratio 

Where 
traded 

Commercial  landfill  and  fixed-base  incinerator  operators 

Chemical  Waste  Management1 

5418.0 

$52.0 

10/86 

99.9 

18.9 

17'/4 

32'/4 

57 

NYSE 

Envirosafe  Services2 

31.6 

2.3 

5/87 

3.8 

1.4 

15 

15'/e 

25 

Nasdaq 

On  site  cleanup  services 

Groundwater  Technology 

35.0E 

3.3E 

7/86 

4.0 

1.0 

18  Vi 

36 

44 

Nasdaq 

Riedel  Environmental  Technologies 

33.3 

1.3 

5/86 

3.2 

1.0 

17 

im 

51 

Nasdaq 

Canonie  Environmental  Services 

30.0 

3.9 

9/86 

5.56 

1.8* 

15 

26  Vi 

37 

Nasdaq 

Consulting  and  analytical  services 

Roy  F  Weston 

98.7 

2.7 

7/86 

6.3J 

1.7* 

m 

175 

40 

Nasdaq 

Ecology  &  Environment 

30.4 

1.4 

3/87 

3.8 

1.0 

15 

19  Vs 

38 

Amex 

i  Versar,  Inc 

28.4 

0.8 

11/86 

2.4 

0.9 

9?/4 

15 

53 

Amex 

EA  Engineering,  Science  &  Tech 

12.4 

0.9 

10/86 

2.5 

1.0 

10 

m 

24 

Nasdaq 

Hunter  Environmental  Services 

12.2 

0.7E 

12/86 

4.9 

1.1 

5 

9 

63 

Nasdaq 

Enviropact,  Inc 

5.0 

0.2 

9/86 

2.0 

0.6 

3'/4 

20  Vi 

137 

Nasdaq 

Cambridge  Analytical  Associates 

3.8 

0.5 

4/86 

2.7 

1.2 

5 

3'/2 

NA 

Nasdaq 

"81%  owned  by  Waste  Management  Inc.    264%  owned  by  IU  International  Corp.    includes  3  6  million  Series  A  common  stock.  ''Series 
stock.    ''Adjusted  for  a  3-for-2  stock  split,    includes  250,000  additional  common  shares  offered  in  May  1987.    E:  Estimated.       NA:  Not  applicable 

A  common 

manently  burying  toxic' wastes  run 
about  30%,  twice  that  of  a  typical 
remedial  cleanup  job.  This  helps  ex- 
:  plain  why  investors  are  willing  to  pay 
if  [57  times  earnings  for  Chemical  Waste 
Management,  which  has  six  landfills. 
The  bad  news  is  that  landfills  close  to 
.;■  population  centers  are  high-profile 
1  targets  for  regulators,  citizen  groups 
::  and  contingency  fee  lawyers.  Surprise 
(explosions  of  volatile  wastes  have  eat- 
len  the  paint  off  nearby  cars. 
■     Warns  Roy  F.  Weston's  Bob  Brandl: 
i;  :"A  lot  of  those  landfills  go  back  years 
-  and  years,  to  the  time  when  there  was 
:no  criterion  other  than  having  a  large 
.  hole  in  the  ground."  In  April  the  Envi- 
3:  ronmental  Protection  Agency  slapped 
1  Browning-Ferris'  Livingston,  La.  land- 
:  fill  site  with  a  suit  that  could  cost  the 
:ompany  $70  million.  The  2,800  vio- 
lations, cited  in  the  case  date  back  to 
1980,  before  many  wastes  were  rou- 
rinely  tracked. 

Another    cleanup     subgroup  is 
iormed  by  the  so-called  remedial  or 
j  on-site  cleanup  companies.  These 
.  lelp  polluters  minimize  or  recycle 
•  i:oxic  waste  as  it  oozes  from  the  indus- 
r  :rial  process.  Entry  barriers  are  lower 
lere  than  in  the  landfill  business,  but 
1  che  skill  and  equipment  needed  keeps 
lewcomers  at  a  disadvantage. 

"You  go  and  look  at  an  [on-site, 
inobile]  incinerator,  and  it  doesn't 
:ake  you  long  to  realize  that  this  is  a 
iamned  difficult  thing  to  run,"  says 
i-lichard  Fortuna,  executive  director  of 
:he  Hazardous  Waste  Treatment 
Zouncil,  a  trade  group  for  60  hazard- 


ous waste  companies.  "It's  a  real  skill 
to  do  it  right,  to  do  it  consistently,  and 
to  make  money  at  it." 

Riedel  Environmental  Technol- 
ogies, Canonie  Environmental  Ser- 
vices and  Roy  F.  Weston  are  remedial 
firms  specializing  in  treating  wastes 
on-site  with  bacteria,  solar  energy  or 
ozone,  as  well  as  the  now  more  estab- 
lished methods  such  as  mobile  incin- 
eration, which  reduces  waste  bulk 
85%  or  more  by  burning  it,  and  con- 
tainment, which  adds  cement  dust  to 
the  waste,  and  then  creates  a  multi- 
layered  vault  around  the  stuff. 

A  large  submarket  for  the  remedial 
firms  is  groundwater.  Environmental 
Protection  Agency  studies  over  the 
past  few  years  have  shown  that 
around  30%  of  the  country's  1.4  mil- 
lion underground  gasoline  tanks  have 
a  potential  to  leak.  This  endangers 
many  of  the  country's  aquifers  that 
supply  about  one-half  of  the  nation's 
drinking  water.  Canonie  Environ- 
mental, Groundwater  Technology 
and  Hunter  Environmental  Services 
have  profited  handsomely  by  analysis 
and  treatment  of  water  pollutants. 
Groundwater's  revenues  have  grown 
an  average  of  78%  a  year  over  the  past 
three  years. 

The  risks  in  the  remedial  compa- 
nies? Liability  is  a  big  one.  But  the 
availability  of  pollution  liability  in- 
surance for  any  toxic  cleanup  compa- 
ny is  very  limited,  so  in  essence  all  are 
in  the  same  boat. 

Another  risk  for  the  remedial  com- 
panies is  that  treatment  methods  go 


in  and  out  of  favor,  often  taking  small- 
er companies  with  them.  "If  you're 
just  a  one-facility  company,  you  could 
be  making  60%  margins  today  and  be 
shut  down  for  three  months  tomor- 
row," says  Richard  Fortuna.  "There's 
no  way  to  control  the  caprices  of  haz- 
ardous waste  enforcement." 

Finally,  we  have  the  cleanup  busi- 
ness' consulting  and  analytical  com- 
panies, which  feed  mainly  on  mush- 
rooming government  regulations. 
Here  the  liability  risks  are  relatively 
low,  since  consulting  and  analytical 
firms  do  not  deal  directly  with  waste 
materials.  But  barriers  to  entry  are 
even  lower,  and  landfill  operators  and 
remedial  firms  are  already  expanding 
into  the  consultancy  field.  "It's  hard 
to  make  any  money  as  a  consultant," 
says  Princeton-Montrose's  Defieux. 
"The  margins  are  very  small." 

This  has  led  at  least  one  consulting 
outfit,  Cambridge  Analytical,  to  ex- 
pand the  other  way.  Its  research  into 
new  technologies  for  the  coal  tar  gener- 
ated by  utilities,  as  well  as  into  treat- 
ments for  other  wastes,  adds  an  innova- 
tive dimension  to  its  consulting  and 
testing  work.  Enviropact,  too,  is  mov- 
ing into  remedial  work.  At  137  times 
earnings,  it  has  to  do  something. 

The  biggest  threat  to  investors  in  all 
this?  Wall  Street.  As  long  as  the  clean- 
up story  sells  stocks,  the  underwriters 
will  bring  cleanup  companies  of  de- 
creasing quality  to  market.  The  bub- 
ble will  burst,  as  will  many  of  those 
inflated  earnings  multiples.  The  only 
question  is  when.  ■ 


:ORBES,  JUNE  1,  1987 


53 


Honeywell 


Honeywell: 


From  split-levels  to  skyscrapers, 
people  know  who  to  turn  to. 


AUTOMATION  AND 
CONTROL. 

Honeywell  controls  make 
millions  of  homes  more 
comfortable,  safer  and  more 
energy  efficient.  These 
systems  have  become  the 
standard  of  excellence  in  the 
industry.  And  we're  putting 
that  excellence  to  work  for 
businesses  too.  They  look  to 
us  for  their  building  auto- 
mation systems. 

The  builders  of  Houston's 
new  Heritage  Plaza  wanted 
a  building  management 
system  that  could  control  the 
environment,  save  energy 
protect  occupants,  increase 
worker  productivity  and 
assure  maximum  tenant  sat- 
isfaction. In  addition,  they 
wanted  to  protect  their 
investment  in  technology 
with  systems  that 
are  open-ended 
and  flexible 
enough  to  adapt 
to  changing 
technology 
changing  needs. 
That's  exactly 
the  kind  of 
"futureproof" 
system 
Honeywell 
'  delivered. 
Our  busi- 
ness is 

making  your  business  even 
more  productive  through 
automation  and  control.  From 
aerospace  to  manufacturing, 
from  building  control  to 
process  control,  Honeywell 
technology  and  teamwork 
are  ready  to  work  for  your 
company.  Call  800-328-5111, 
extension  1578. 


Together,  we  can  find  the  answers. 

Honeywell 


Regions/New  York 


By  James  Cook 


You  can  try  to  slow  the  pace  of  technologi- 
cal change,  but  you  wind  up  paying  a 
price  for  it.  Look  what  happened  in  the  Port 
of  New  York  &  New  Jersey. 

Losing  jobs 
by  trying 
to  save  them 


lower  Manhattan  and  New  York  Harbor,  1953 
Where  are  the  ships  of  yesteryear? 


Thirty  years  ago,  not  long  as  histoi 
goes,  New  York  was  the  U.S.'  gre. 
international  port  of  entry.  No  few<| 
than  85  piers  fingered  out  into  the  be 
from  lower  Manhattan  and  Brooklyn! 
and  the  harbor  bustled  with  ships- 
railroad  car  floats  and  banana  boat 
oil  tankers  and  garbage  scows,  freigh 
ers,  ocean  liners,  ferries  and  tug) 
New  York  was  a  maritime  town. 

Since  then,  however,  the  port  hJ 
packed  up  and  moved  to  the  Ne1 
Jersey  side  of  the  bay.  Manhattan  hi 
only  two  piers  still  functioning 
Brooklyn  one,  and  the  scale  econc 
mies  of  modern  shipping  have  take 
their  toll  of  the  port's  traffic.  Onl 
6,000  ships  called  at  New  York  la; 
year,  vs.  30,000  thirty  years  back.  "I 
the  Sixties  New  York  had  more  tha 
50%  of  the  high-value  liner  busines 
in  the  country,"  says  Leo  Donovan  c, 
Booz,  Allen  &  Hamilton.  "Today  it  [ 
not  20%." 

In  the  last  year  or  two,  New  Yorl 
lost  first  place  as  a  general  cargo  poil 
in  the  U.S.  to  Los  Angeles/Lonl 
Beach,  and  it  is  steadily  losmg  grounl 
on  the  East  Coast  as  well.  New  York'l 
share  of  the  industry's  growth  majj 
ket — container  cargo — shrank  frorl 
69%  to  57%  between  1972  and  198c 
with  no  end  in  sight. 

Robert  Steiner,  deputy  director  cl 
the  Port  Department  of  the  Port  Au 
thonty  of  New  York  &.  New  Jerseyl 
argues  that  New  York's  long-term  del 
cline  was  inevitable  and  unavoidable 

There  is  no  way,  he  says,  New  Yorl 
could  have  held  its  top  position  givei 
the  shift  in  the  balance  of  economil 
power  from  Europe  to  the  Far  Easl 
from  the  Frostbelt  to  the  Sunbelt,  am 
the  ascendance  of  other  ports  on  th« 
East  Coast. 

True  enough,  but  it's  not  the  whol« 
story.  The  decline  was  greater  than  i 
needed  to  have  been.  Much  greater.  Ii 
many  ways,  the  Port  of  New  Yorl 
provides  both  a  model  and  a  warninj 
of  what  can  happen  when  special  eco 
nomic  interests  attempt  to  hold  bacl 
the  pace  of  technological  change  ant 
to  thwart  market  forces  for  their  owr 
benefit — to  protect  jobs,  to  assur«| 
profit,  to  maintain  the  status  quo. 

The  process  began  in  the  Fifties  anc| 
Sixties  when  containerization  wa; 
just  beginning  to  reshape  the  shipping 
industry.  Ships  had  always  been  un 
loaded  piecemeal  by  small  armies  o: 
workers,  but  with  the  introduction  o: 
containers  a  handful  of  men  coulc 
transfer  cargo  from  ship  to  truck  with- 
out unloading  the  cargo.  That  put  i\ 
large  part  of  the  waterfront  work  force 
in  jeopardy  everywhere. 
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FROM  A  STORIED  TRADITION  OF 

OPEN  MOTORCARS  COMES  ONE  OF  THE 

MOST  EXCITING  V-12  JAGUARS  EVER  BUILT: 

JAGUAR  XJ-S 
CONVERTIBLE  

BY  HESS  &  EISENHARDT 


More  than  half  a  century  ago, 
the  Jaguar  name  first  ap- 
peared on  a  sleek  and  stylish 
open  motorcar:  the  legendary 
SS  Jaguar  100.  That  remark- 
able automobile  inspired  a 
series  of  convertibles  that 
would  forever  link  the  plea- 
sures of  open-air  motoring  to 
the  Jaguar  marque. 

Now,  the  classic  open 
Jaguar  is  reborn.  The  XJ-S 
convertible  is  available  by 
special  order  through  your 
Jaguar  dealer.  Featuring  the 
luxury  and  performance  of  the 
XJ-S  coupe,  this  beautiful  soft 
top  conversion  is  skillfully 
executed  by  Hess  &  Eisenhardt, 
pre-eminent  coachbuilders 
since  1876. 

The  electrically  operated  top 
lowers  at  the  touch  of  a  button. 
With  top  down,  sunshine 
plays  on  polished  walnut  and 
supple  leather.  Fitted  with 
numerous  accessories  and 
equipped  with  both  a  full 
trunk  and  a  luggage  platform 
behind  the  seats,  this  exqui- 
sitely appointed  two  seater 
provides  comfort,  conven- 
ience and  luxury  rivaling  the 


world's  most  elegant  sedans. 

On  the  test  track,  the  con- 
vertible's potent  V-12  engine 
can  bring  it  to  near  140  mph. 
At  highway  speeds,  this  most 
powerful  motorcar  cruises 
smoothly  and  quietly  with 
minimal  effort.  A  fully  inde- 
pendent suspension  system 
gives  the  S-type  handling 
characteristics  that  are  in 
keeping  with  its  performance 
capabilities.  Like  the  proven 
XJ-S  coupe,  this  newest 
Jaguar  is  protected  by  a  three 
year/36,000  mile  warranty. 

For  more  information  on 
this  exciting  open  motorcar, 
see  your  Jaguar  dealer.  He'll 
also  provide  full  details  of  the 
Jaguar  and  Hess  &  Eisenhardt 
limited  warranties  applicable 
to  the  vehicle.  For  the  dealer 
nearest  you,  call  toll-free: 
1-800-4-JAGUAR. 

JAGUAR  CARS  INC.,  LEONIA,  NJ  07605 


ENJOY  TOMORROW. 
BUCKLE  UP  TODAY. 

JAGUAR  XJ-S 


The  International  Long- 
shoremen's Association 
and  its  crusty  boss,  Thom- 
as Gleason,  were  not 
about  to  see  their  mem- 
bership decimated  by  the 
influx  of  a  new  technol- 
ogy. In  the  mid-1960s  the 
union  wrote  a  guaranteed 
annual  income  provision 
into  its  contracts  on  the 
East  and  Gulf  coasts.  Even 
the  steel  and  auto  indus- 
tries never  consented  to 
anything  as  burdensome 
as  that. 

The  guaranteed  annual 
income  provision  was 
American  labor's  greatest 
postwar  victory — and  an 
ultimate  defeat  in  New 
York.  The  International 
Longshoremen's  Associa- 
tion's membership  rolls 
were  closed,  and  the 
members  ever  after  were 

paid  a  year's  salary  wheth-   

er  they  worked  or  not.  And  as  contain- 
erization  spread,  more  and  more 
members  did  not.  They  became  gen- 
tlemen of  leisure — at  the  public's  ulti- 
mate expense. 

"The  price  of  labor's  acquiescence 
to  the  new  technology,"  says  Antho- 
ny Tozzoli,  head  of  the  100-member 
New  York  Shipping  Association, 
"was  an  ever  larger  share  of  the  mone- 
tary benefit  containerization  made 
possible.  It  was  a  price  that  continued 
to  be  paid — and  continued  to  in- 
crease— even  as  profit  dried  up." 

In  New  York  the  guaranteed  annual 
income  was  based  on  2,080  working 
hours — 40  hours  a  week,  52  weeks  a 
year — over  $32,000  a  year  currently. 
Altogether,  that  came  to  $71  million 
last  year  for  workers  on  the  guaran- 
teed annual  income,  vs.  $229  million 
paid  out  in  direct  wages. 

New  York  paid  a  higher  price  than 
most  of  the  35  other  International 
Longshoremen's  Association  ports  in 
the  East.  Attrition  cut  the  New  York 
work  force  from  20,000  to  7,400,  but 
that  was  far  from  enough.  Last  year 
only  4,200  were  actually  working  on  a 
daily  basis.  The  rest  were  on  the 
GAL—  at  $17  an  hour. 

And  the  guaranteed  annual  income 
was  only  the  half  of  it.  Work  gangs 
were  fixed  at  levels  perhaps  twice  as 
high  as  needed,  and  dock  foremen 
were  required  by  the  contract  wheth- 
er they  were  needed  or  not.  In  New 
York  the  total  wage  and  fringe  pack- 
age went  from  $7.60  an  hour  in  1970 
to  over  $30  an  hour  in  1986. 

The  real  crusher  came  in  1974 
when  New  York  broke  with  most  of 


New  York  Shipping  Association 's  Anthony  Tozzoli 
At  long  last,  a  united  front  against  labor. 


the  other  ports  and  began  to  finance 
the  guaranteed  annual  income  and 
other  fringe  benefits  by  an  assessment 
based  solely  on  tonnage  rather  than 
man-hours  or  a  combination  of  the 
two.  As  a  result,  the  less  labor  you 
used,  the  greater  the  share  of  the 
fringe  benefits  you  paid. 

Not  surprisingly,  New  York  found 
itself  at  an  increasing  disadvantage  in 
its  competition  with  other  ports  up 
and  down  the  East  Coast,  in  particular 
with  Baltimore.  In  Baltimore  you 
could  unload  a  23-ton  container  in 
four  hours  for  a  total  man-hour  assess- 
ment of  $41.96.  In  New  York,  with 
the  tonnage  assessment,  it  would  cost 
you  $204.70. 

What  happened  should  have  sur- 
prised no  one.  Rather  than  absorb  the 
tonnage  assessment,  the  steamship 
companies  began  avoiding  New  York 
whenever  they  could.  Companies  as 
various  as  Evergreen,  Maersk  and  Sea- 
Land — whenever  possible — landed 
their  cargoes  bound  for  the  Midwest 
not  at  New  York  but  at  Norfolk, 
Montreal  and  Baltimore.  Even  New 
York's  Daily  News  no  longer  got  its 
Canadian  newsprint  by  water — in- 
stead, it  now  comes  down  by  rail.  As 
containerization  and  diverted  traffic 
threw  more  and  more  men  onto  the 
guaranteed  annual  income,  the  ton- 
nage assessment  shot  up  from  $4  a  ton 
in  1975  to  $8.90  in  1984. 

Then  there  was  the  odious  50-mile 
rule.  Containers  carrying  small  ship- 
ments destined  for  a  number  of  differ- 
ent shippers  were  often  loaded  and 
unloaded  by  workers  who  didn't  be- 
long to  the  International  Longshore- 


men's Association.  To 
stop  that,  beginning  in 
1983,  the  union  began  to 
enforce  rigorously  the  so- 
called  50-mile  rule,  which 
gave  its  members  the 
right  to  load  and  unload 
all  cargo  delivered  or  orig- 
inating within  50  miles  of 
the  port.  This  was  doubly 
costly  to  shippers.  It  not 
only  increased  direct  labor 
costs  but  also  exposed  the 
cargo  to  greatly  increased 
pilferage.  Except  for  Balti- 
more, most  other  ports 
paid  little  attention  to  the 
50-mile  rule,  so  New  York 
provided  yet  another  in- 
centive for  cargo  to  move   

elsewhere.  Such  cargo,  says  Booz,  A] 
len  &  Hamilton's  Donovan,  droppe 
from  5  million  tons  to  1  million  ton 
in  less  than  a  decade. 

By  1984  the  port's  competitive  posi 
tion  had  deteriorated  so  badly  that  th 
Port  Authority  felt  it  had  to  take  ac 
tion.  Over  the  opposition  of  the  Inter 
national  Longshoremen's  Associatioi 
and  the  New  York  Shipping  Associa 
tion,  the  Port  Authority  asked  th< 
Federal  Maritime  Commission  ti 
overturn  the  New  York  tonnage  as 
sessment  formula,  charging  it  was  un 
fair  and  unjustly  discriminatory  t« 
New  York. 

The  Federal  Maritime  Commissioi 
agreed  that  it  was. 

That  decision  may  have  marked  ; 
turning  point  in  the  port's  fortunes 
Two  years  ago  the  New  York  Shippinj 
Association   and   the  Internationa 
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U)e  ports  of  Newark  and  Elizabeth  on  the  Jersey  side  of  the  harbor 

Still  largest  in  the  East,  but  now  behind  the  Los  Angeles  customs  district. 


Longshoremen's  Association  worked 
out  a  new  formula  that  dropped  the 
tonnage  assessment  from  $8.90  to 
$5.85,  added  an  additional  charge  of 
$65  per  container  and,  for  the  first 
time,  levied  a  $40  assessment  on  emp- 
ties. The  result  was  a  9.7%  reduction 
in  the  assessment  overall.  A  move  in 
the  right  direction,  but  far  from 
enough  to  eliminate  New  York's 
competitive  disadvantage.  Says  the 
Port  Authority's  Robert  Steiner:  "It 
still  costs  a  steamship  carrier  $175  to 
$200  more  a  box  to  come  to  New 
York.  If  we  had  the  exact  same  costs 
as  other  ports,  we  would  handle  a  lot 
more  cargo." 

So  the  pressure  is  still  on  to  reduce 
costs.  Then,  too,  as  competition 
mounted  in  shipping,,  rates  went 
through  the  floor.  That  pushed  com- 
panies like  Prudential  Lines  and  U.S. 


Lines  into  bankruptcy.  The  result  was 
that  at  long  last  the  shipping  compa- 
nies were  forced  to  present  a  united 
front  to  the  union.  In  last  summer's 
contract  negotiations  the  New  York 
International  Longshoremen's  Asso- 
ciation finally  gave  a  little.  Among 
other  things,  the  new  contract  re- 
duced the  guaranteed  annual  income 
provision  from  2,080  to  1,900  hours 
(vs.  1,700  in  Baltimore),  put  a  cap  on 
wage  rates,  and  in  effect  cut  container 
work  crews  from  24  to  20. 

In  time,  of  course,  the  assessment 
problem  should  become  a  good  deal 
more  manageable.  Though  3,500  out 
of  7,450  ILA  members  were  still  on 
the  guaranteed  annual  income  at  the 
end  of  last  year,  the  New  York  Ship- 
ping Association  has  been  offering  in- 
centives for  early  retirement  that 
have  reduced  the  work  force  by  anoth- 


er 1,019.  Beyond  that,  the  union 
membership  is  growing  older,  so  that 
most  should  reach  the  retirement  age 
inside  of  a  decade. 

International  Longshoremen's  As- 
sociation President  Gleason,  86,  re- 
tires this  summer  after  24  years  in 
office,  but  he  leaves  behind  a  weak- 
ened union.  The  high  cost  of  the  un- 
ion's labor  encouraged  non-ILA  ports 
to  spring  up  all  over  ILA  territory — 
from  Pennsauken,  N.J.  to  Palm  Beach, 
Fla.  The  result  is  that  for  the  first  time 
last  year  the  Gulf  and  southern  ports 
broke  ranks  with  the  North  Atlantic 
ports  and  bargained  separately,  agree- 
ing to  substantial  givebacks. 

Here  was  a  union  and  a  port  that 
tried  to  ignore  the  fundamentals  of 
economics,  got  away  with  it  for  a 
while,  but  in  the  end  paid  a  heavy 
price.  ■ 
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INTERNATIONAL  AIR  AND  SPACE  TECHNOLOGY 


By  Jack  Aboaf 


Despite  last  year's  depressed  ou 
look  for  the  world's  aerospace  indui 
tries  due  to  such  factors  as  the  Chi 
lenger  disaster  and  its  aftermath,  tt1 
slump  in  transatlantic  flights  and  airljrj 
profits,  and  cutbacks  in  military  spem 
ing  and  hence  arms  sales — the  Eur< 
pean  air  and  space  industry  enters 
1987  in  a  relatively  optimistic  mood. 

The  French  aerospace  industry,  th 
largest  in  Europe,  increased  its  overs 
turnover  last  year  to  74  billion  franc 
from  72.8  billion  francs  in  1985  ar 
68.5  billion  in  1984.  But  exports  wei 
hurt  severely  by  the  fall  in  military  a 
ders  to  37  billion  francs  in  1986  versi. 
44  billion  in  1985. 

Because  of  the  volatile  nature  < 
arms  exports,  however,  the  Frenc 
aerospace  industry  is  increasingly  rel1 
ing  on  the  civilian  sector  for  growth, 
accounted  for  more  than  50  percent  ■ 
the  110  billion  francs  of  orders  lai 
year,  against  36  percent  in  1985. 

But  Europe's  optimism  is  better  illus 
trated  by  its  cooperative  projects: 
space  vehicle  and  mini  space  statioi 
record  orders  for  satellite  launche: 
and  increased  confidence  in  the  Airbi 
program. 
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PACE  PROGRAM 


France  continues  to  be  the  driving 
>rce  behind  Europe's  aspirations  and 
-imbitions  in  the  air  and  space  field, 
■his  is  particularly  true  of  Europe's  de- 
urmination  to  have  an  independent 
nd  dependable  space  program  cur- 
;ntly  built  around  three  major  projects 
heduled  to  be  launched  before  the 
nd  of  the  century. 

At  an  estimated  cost  of  $12.5  billion 
ver  a  ten-year  period,  the  projects  in- 
3lve  the  HERMES  manned  space  ve- 
icle,  the  COLUMBUS  mini  space  sta- 
ei|pn,  and  the  ARIANE-5  rocket  launch- 
r. 

Under  current  plans,  the  20-ton  18- 
leter-long  HERMES  spaceship  will 
ave  a  payload  of  4.5  tons,  with  room 
Iff  six  persons.  It  will  act  as  a  ferry  to 
ind  from  the  international  space  station 
i  lat  is  planned  for  the  late  1 990s  by  the 
i  nited  States,  Europe,  Canada,  and 
sapan.  Scheduled  to  be  operational  by 
996,  the  HERMES  will  supplement  the 
.  .S.  shuttles. 

i  Of  the  1 1  member  nations  of  the  Eu- 
>pean  Space  Agency  (ESA),  France 

till  contribute  45  percent  of  the  design 
DSts  and  West  Germany  30  percent. 

Yith  all  financial  contributions  having 
een  made  available  to  ESA  late  last 
aar,  the  preparatory  program  of  the 
ERMES  is  well  under  way.  Contracts 


have  been  awarded  to  13  European 
firms,  with  Aerospatiale  of  France  the 
prime  contractor. 

Italian  and  German  firms  are  the 
prime  contractors  for  the  COLUMBUS, 
a  small  space  station  designed  to  give 
Europe  a  measure  of  laboratory  auton- 
omy and  experience  in  space  under 
the  international  program. 

Both  HERMES  and  COLUMBUS  are 
to  be  launched  by  the  100-ton  thrust 
Vulcan-powered  ARIANE-5  rocket,  an 
upgraded  version  of  Europe's  success- 
ful Ariane  series.  Scheduled  to  take  off 
from  the  new  $1 50  million  launch  pad  at 
Kourou,  French  Guiana,  the  $2  billion 
ARIANE-5  is  expected  to  be  ready  ear- 
ly in  the  1990's. 

Aeritalia  is  also  becoming  a  pres- 
ence in  the  air  and  space  field.  The 
company  participates  in  Spacelab, 
Ariane,  Sirio,  ECS,  tethered,  Hippar- 
cos,  Telecom,  L-SAT  and  IRIS. 

EUROPEAN  AIRBUS 

Airbus-Industrie,  the  European  con- 
sortium, including  France,  West  Ger- 
many, Britain,  and  Spain  achieved  a 
significant  breakthrough  last  October 
when  Northwest  Airlines  of  the  U.S.  or- 
dered up  to  100  A-320  short-haul  twin- 
engined  airbuses  with  delivery  begin- 
ning in  1990-91.  The  single-aisle  A- 
320,  seating  150  passengers,  is  said  to 


consume  50  percent  less  fuel  than 
most  of  Northwest's  current  domestic 
fleet. 

The  all-new  fly-by-wire  A-320  has  al- 
ready established  a  before-flight  order 
record  for  all  aircraft  in  the  world.. In- 
deed, before  its  maiden  flight  on  Febru- 
ary 22,  1987,  439  orders  for  the  twinjet 
were  on  hand,  including  262  firm  or- 
ders, 157  options,  and  20  commit- 
ments from  16  airlines.  A  number  of 
options  have  now  been  transformed 
into  firm  orders.  The  first  commercial 
flight  of  the  A-320  is  scheduled  for 
spring  1988. 

Other  U.S.  clients  for  Europe's  wide- 
bodied  jets  include  Eastern  and  Conti- 
nental Airlines.  Also  under  a  leasing 
agreement  American  Airlines  an- 
nounced in  March  that  it  will  be  receiv- 
ing 25  Airbus  A-300-600Bs,  seating 
267  passengers.  Deliveries  are  sched- 
uled to  begin  in  April  1988. 

As  expected,  the  consortium's  latest 
incursions  into  the  lucrative  American 
market,  plus  plans  for  the  A-340  long- 
range  jets,  rekindled  charges  and 
counter-charges  of  unfair  trade  prac- 
tices and  direct  and  indirect  govern- 
ment subsidies. 

The  consortium  is  planning  to  en- 
large the  Airbus  family.  It  is  now  press- 
ing member  governments  to  finance  an 
estimated  $3  billion  for  the  develop- 
ment of  the  A-340  long-range  aircraft. 
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More  than  one  quarter 
If  our  sales  goes  into 

esearch  and  development, 


tfj<?  believe  there  is  no  other  way  to  suc- 
nfuUy  compete  in  today's  technology- 
i\ed global  marketplace..." 

Henri  Martre,  CEO  Aerospatiale 

|  When  you  depend,  as  we  do,  on 
e  port  markets  for  80%  of  earnings, 
r  search  and  development  isn't  just 
something  you  pay  lip  service. 


It's  a  matter  of  survival. 

Given  the  competition  we're  up 
against,  only  one  objective  counts. 

Achieving  and  maintaining  the 
strongest  technological  position  possible. 

That's  why  we  invest  a  greater 
percentage  of  sales  in  R&D  than  any 
other  aerospace  company  in  the  world. 

27%  to  be  exact. 


.vrospottoV. 
Aerospatiale 
lerospaf/o" 

>.rosperf/'7// 


Kit's  special. that's  aerospatiale. 
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By  mid-March,  Airbus-Industrie 
claimed  104  commitments  from  nine 
airlines  for  the  new  plane  which  will 
compete  with  both  Boeing's  747  and 
McDonnell  Douglas's  MD-11  trijet. 

The  new  program  calls  for  two  ver- 
sions scheduled  to  begin  service  in 
1992:  the  A-340-200  and  the  A-340- 
300.  Both  crafts  will  have  a  maximum 
takeoff  weight  of  238  tons. 

The  A-340-200  will  have  a  range  of 
7,850  nautical  miles  and  a  seating  ca- 
pacity of  262.  The  A-340-300,  a  longer 
version,  will  seat  295  passengers  and 
has  a  range  of  7,000  NM.  Current  pro- 
jections call  for  500  of  each  plane  to  be 
produced. 

Fiat  Aviazione  of  Italy  and  a  group  of 
five  Australian  aerospace  firms  recently 
agreed  to  participate  in  the  design  and 
production  of  parts  in  high-strength 
materials  and  subassemblies  for  both 
A-340s. 

Prospective  buyers  consider  it  an 
added  attraction  that  the  two  planes  will 
use  similar  equipment,  including  a  vari- 
able camber  wing  and  fly-by-wire  tech- 
nology. 

Airbus  officials  claim  that  the  A-340 
will  be  the  first  serious  challenge  to 
Boeing's  747.  Another  leading  manu- 
facturer, McDonnell-Douglas,  also 
boasts  the  challenge  with  its  MD-1 1 
300  passenger  trijet,  an  advanced  ver- 
sion of  the  MD-10.  The  MD-11  is  ex- 


pected to  have  better  sales  momentum 
and  exposure  because  its  delivery 
date,  1990,  will  precede  the  A-340's  by 
two  years. 

McDonnell  and  Airbus  regularly  bat- 
tle for  second  place  in  a  world  market  in 
which  Boeing  is  the  industry  leader  by 
a  wide  margin.  The  long-range  ques- 
tion is  whether  there  will  be  enough 
room  for  the  three  manufacturers  in  an 
increasingly  crowded  market. 

Airbus-Industrie  has  made  no  secret 
of  its  ambitions.  It  aims  to  capture  30 
percent  of  the  world  market  which,  ac- 
cording to  its  numbers,  will  total  7,275 
new  aircraft,  valued  at  403  billion 
through  the  year  2005.  Of  this  total, 
3,298  will  be  narrow  bodied,  2,005 
wide-body  twins  and  1 ,972  three  to  four 
wide-bodies. 


SPACE  COMPETITION  

While  U.S. -European  competition  in 
civilian  aircraft  is  no  doubt  important  for 
the  near  and  medium  terms,  the  West- 
ern world  is  faced  with  broader  longer 
term  competition  in  space. 

China  has  already  entered  the  lucra- 
tive market  and  is  reported  to  have 
agreed  to  use  its  rockets  to  put  Ameri- 
can, Swedish  and  Brazilian  satellites 
into  orbit.  China  will  become  a  serious 
competitor  early  in  the  1990s  with  its 
more  powerful  rocket,  the  Long  March 


IV,  according  to  industry  experts. 

Another  no  less  serious  competi 
for  the  1 990s  will  be  Japan,  which,  af 
the  success  of  its  H-1  rocket,  is  worki 
on  a  more  powerful  version,  the  H 
expected  to  be  available  in  1994. 

The  Soviet  Union  is  also  eyeing  I 
capitalist  market  and  is  known  to 
wooing  prospective  clients  by  offeri 
launches  at  prices  said  to  be  as  mu 
as  50  percent  below  current  marl 
levels. 


U.S.-EUROPEAN  COOPERATIC 

Although  American-European  co 
petition  and  a  war  of  words  ha 
grabbed  the  headlines,  cooperati 
between  manufacturers  on  both  sid 
of  the  Atlantic  continues  unabated. 

One  of  the  most  successful  assoc 
tions  involves  the  joint  production  I 
aero-engines  by  General  Electric  of  t 
U.S.  and  the  French  state-own 
Snecma  Company. 

The  two  firms  teamed  up  in  1973 
produce  the  CFM-56  series  of  engin<| 
booking  orders  both  by  airliners  sul 
as  the  Airbus  A-320  and  Boeing  7C 
300,  and  for  the  U.S.  and  French  , 
Forces'  fleets  of  Boeing  KC-135  mid 
refueling  and  transport  aircraft. 

Other  joint  efforts  involve  Boeir 
McDonnell-Douglas  and  General  C 
namics  on  the  one  side,  Aeritalia 


aly,  Messerschmit  of  West  Germany, 
lasa  of  Spain,  as  well  as  companies 
om  the  Netherlands,  Belgium,  Den- 
nark  and  Norway  on  the  other. 
And  Airbus-Industrie  officials  repeat- 
dly  point  out  that  at  least  one-third  of 
ie  value  of  their  planes  is  owed  to  U.S. 
ompanies — in  the  form  of  engines 
om  General  Electric  and  Pratt  &  Whit- 
ey. 


YPERSONIC  AIRLINER 


Another  area  in  which  U.S. -European 
ooperation  would  seem  appropriate, 
:cifoth  from  technological  and  financial 
omts  of  view,  is  the  development  of  a 
ypersonic  airliner  for  the  21  st  century. 
S'f  Aerospatiale,  producers  of  aircraft, 
)ckets  and  missies,  and  a  partner  with 
ritish  Aerospace  in  the  development 
f  the  Concorde  SST,  is  expected  to 
nveil  its  plans  for  such  an  aircraft  at 
ie  International  Air  Show  of  Le  Bourget 
i  June. 

The  planned  airliner  will  weigh  300 
)ns,  seat  150  passengers  and  fly  at  an 
Ititude  ranging  between  80,000  and 
8,000  feet.  It  will  have  a  range  of  7,500 
liles  and  a  speed  of  Mach  5 — two  and 
half  times  as  fast  as  the  Concorde.  It 
ould  thus  link  Paris  to  New  York  in  one 
our. 

Aerospatiale's  decision  to  reveal  its 
reliminary  studies  is  the  company's 


way  of  staking  its  claim  to  garnering  an 
important  role  in  any  consortium  which 
might  build  a  hypersonic  plane. 

But  international  competition  is  al- 
ready in  the  offering.  The  United  States 
long  ago  started  research  on  its  Orient 
Express  airliner  that  would  carry  up  to 
300  passengers.  Other  contenders  in 
the  field  include  Britain  with  its  Horizon- 
tal Takeoff  Landing  (HOTOL)  aircraft, 
and  West  Germany,  with  its  Sanger 
project. 

NEW-GENERATION  FIGHTERS 

With  shrinking  world  sales,  notably  to 
third  world  nations,  oil-producing 
states  and  debt-ridden  Latin  America, 
competition  for  new-generation  fighter 
aircraft  is  fierce. 

Unlike  the  norm  of  cooperation  be- 
tween Europe  and  the  U.S. in  the  fields 
of  civil  aviation  and  aerospace,  Euro- 
peans are  teaming  up  to  produce  fight- 


er aircraft. 

Britain,  West  Germany,  Italy  and 
Spain  joined  forces  to  develop  and 
build  800  units  of  the  so-called  Euro- 
fighter,  rather  than  rely  on  U.S.  planes. 
Motorists  from  the  four  nations — Rolls 
Royce  Pic  of  Britain,  MTU  of  Germany, 
Fiat  of  Italy  and  Sener  of  Spain — have 
already  teamed  up  to  build  the  neces- 
sary engines. 

Dassault  was  given  a  much  needed 
boost  when  the  French  government, 
after  dragging  its  feet  for  more  than  a 
year,  decided  to  acquire  330  Rafale  for 
its  Air  Force  and  Navy,  with  first  deliver- 
ies scheduled  for  1996. 

The  dwindling  market  for  costly  new- 
generation  fighter  aircraft  is  already 
crowded.  Aside  from  planes  being  de- 
veloped in  the  United  States,  there  are 
about  half  a  dozen  projects  underway 
in  Europe,  in  addition  to  Israel's  U.S.- 
subsidized  Lavi  along  with  the  likeli- 
hood of  a  fighter  developed  in  Japan. 
Another  entrant  in  the  over-crowded 
market  is  Aeritalia  which  developed  the 
Lactical  fighter  AMX  in  collaboration 
with  Macchi  and  Embraer  of  Brazil,  the 
ATR  42  and  regional  aircraft  links  in 
collaboration  with  Aerospatiale. 

Someone  is  bound  to  crashland.  ■ 

Jack  Aboaf  is  a  freelance  writer.  For- 
merly, he  was  a  Paris  bureau  chief  of 
the  Associated  Press  and  Dow  Jones. 


Generation  3 
rind  beyond. 


The  A  320  Airbus  represents  more 

a  generational  leap  forward 
idvanced  flight  technologies. 
It  symbolizes  an  important  new 
ny  of  thinking  about  how 
rospace  programs  can  be  managed, 
lay  and  in  the  future. 
Partnership  is  the  key. 
Four  major  European  companies 
lped  build  the  A  320. 

A  worldwide  network  of  second- 
r  partners  made  vital  technological 
ntributions  to  the  program. 


A  320  will  be  powered  by 
GE/Snecma  and  International  Aero 
Engines,  both  cooperative  ventures. 

And  a  significant  percentage 
of  the  A  320  is  made  in  the  USA. 

As  prime  technology  architect  for 
A320's  advanced  cockpit  and  fly-by-wire 
concept,  our  unique  store  of  experience 
at  making  partnership  programs  work 
has  helped  make  Generation  3  a  reality. 

Now,  with  your  help,  we'd  like  to 
go  beyond.  And  make  Generation  4 
a  reality,  too. 

jerospat'\o\t 
uerospatiale 
terospafia* 


hat's  special,  that's  aerospatiale. 
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Aeritalia,  a  company  of  the  IRI  -  Finmeccanica  Group,  holds  the  foremost 

position  as  to  the  aerospace  field  in  Italy. 

14.600  people,  working  in  13  plants,  both  in  northern  and  southern  Italy,  are 
actually  looking  forward.  Future  is  their  business.  On  a  par  with  the  world's  major 
aerospace  companies,  Aeritalia  means  research,  design,  development,  production, 
as  well  as  overhaul,  modification  and  maintenance  of  complete  flight  systems 
and  big  space  and  aeronautical  structures.  Furthermore,  participation  in  the  most 
important  international  space  programmes,  realization  of  electronic  and  avionic 
systems,  of  RPVs  and  of  alternative  energy  systems.  Look  forward  with  Aeritalia. 


AERITALIA  IRI  finmeccanica 


societa 
aerospaziale 
Italians 


Numbers  Game 


The  decision  to  scrap  inflation  accounting 
is  making  corporations  happy.  But  inves- 
tors may  pay  the  price. 

Victory  at  last? 


By  Jill  Andresky 


Remember  the  old  saw  about  the 
farmer  who  never  fixed  his  roof? 
When  it  was  raining  he  couldn't,  and 
when  it  was  sunny  he  didn't  need  to. 
That's  how  the  accounting  profession 
has  been  behaving  with  the  long-fes- 
tering question  of  how  to  reflect  the 
effect  of  inflation  on  corporate  finan- 
cial reports.  After  years  of  pressure 
from  corporate  lobbyists,  as  well  as  a 
steady  decline  in  inflation  through 
much  of  the  1980s,  the  Financial  Ac- 
counting Standards  Board  last  Decem- 
ber dumped  its  seven-year-old  infla- 
tion accounting  rules.  But  talk  about 
timing.  Scarcely  had  they  done  this 
than  Labor  Department  statistics  be- 
gan to  suggest  that  inflation  is  again 
starting  to  creep  up. 

Inflation  accounting  has  always 
been  one  of  the  most  controversial 
issues  for  the  industry.  Back  in  the 
1970s,  when  consumer  price  rises 
were  in  double  digits,  the  Securities  &. 
Exchange  Commission  insisted  that 
the  profession  come  up  with  a  formu- 
la for  reflecting  the  effect  of  inflation 
on  financial  statements.  But  large  cor- 
porations resisted,  mostly  out  of  fear 
that  any  such  formula  would  result  in 
useless  information  and  higher  ac- 
counting costs. 

With  the  business  community  op- 
posed to  inflation  accounting,  the  Fi- 
nancial Accounting  Standards  Board 
waffled  on  the  issue  for  two  years, 
ultimately  coming  up  with  its  "exper- 
imental" Statement  33  in  1979.  It  re- 
quired public  companies  with  $1  bil- 
lion or  more  in  assets  and  at  least 
$125  million  worth  of  inventory — 
about  1,300  companies — to  disclose 
the  current  cost  of  inventory,  plant 
and  equipment,  among  other  things. 
But  bowing  to  its  corporate  constitu- 
ents, the  profession  required  that 
these  numbers  appear  only  in  a  "sup- 
plemental" section  to  annual  reports 
rather  than  in  a  more  prominently 
placed  footnote  or  financial  table. 

Yet  companies  still  hated  State- 
ment 33,  since  the  supplementary  dis- 
closures usually  revealed  earnings 
lower  than  those  reported  in  the  front 
of  the  annual.  After  all,  when  infla- 
tion drives  asset  values  skyward,  they 
must  be  depreciated  by  larger 
amounts.  That,  in  turn,  translated 
into  lower  reported  earnings — at  least 
in  the  supplementary  section. 

Corporate  financial  types  never 
stopped  complaining  about  Statement 
33,  and  as  inflation  lessened  over  the 


Klfflberh  link  ken  Kix* 


FORBES,  JUNE  1,  1987 


65 


CIGNA  Companies 
and 
MCA 
welcome 
The  Registry  Hotel 
to 

Universal  City, 
Los  Angeles,  California. 


Get  high  income  overseas! 


T.  Rowe  Price  International  Bond  Fund 

This  Fund  aims  to  provide  high  current 
income  by  investing  in  top-quality  foreign 
bonds.  Yield  and  price  will  vary.  Since 
the  Fund's  inception  on  9/11/86,  the  high 
price  was  $10.77,  the  low  was  $9.65. 
$1,000  minimum  investment  ($500  for  IRAs).  No  sales  charges.  Call 
weekdays  8:30am  to  10pm  EDT:  1-800-638-5660. 


10.56 

CURRENT  YIELD 

(as  of  4/30/87) 


T.RowefricejK. 

Invest  With  Confidence  WUmk 

Mail  to:  T.  Rowe  Price 
100  East  Pratt  Street,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  with  more  complete 
information,  including  management  fees  and  other 
charges  and  expenses.  I  will  read  it  carefully  before 
I  invest  or  send  monev. 

Xame 
Address 

City/State  Zip  IBF174 


itional  bond  fund:  call  1-800-638-5660 


*ield  for  the  30  days  ending  4/30/87,  based  on  an  average  price  per  share  of 
jtity  for  this  period  was  4.5  years.  T.  Rowe  Price  Investment  Services,  Inc., 


past  five  years,  corporate  lobbying  cf 
forts  intensified.  Instead  of  complain 
ing  about  the  negative  effect  of  infia 
tion  accounting  on  earnings  reports 
corporate  officials  more  shrewdly  lob 
bied  against  what  they  pictured  as  the 
needlessly  complex  way  the  Financia 
Accounting  Standards  Board  had  cho 
sen  to  deal  with  calculating  "curren1 
costs."  (Rather  than  simply  ask  wha- 
it  would  cost  to  replace  a  factory,  a*c 
countants  interpreted  the  rules  tc 
mean  that  they  must  come  up  with 
cost  estimates  for  the  newest-style 
factory  that  would  fulfill  the  same 
functions — a  requirement  that,  ir 
theory  at  least,  meant  evaluating 
state-of-the-art  technologies  the  com 
pany  had  no  intention  of  purchasing. 
Says  Eugene  Flegm,  assistant  comp 

When  Statement  33  was  in 
effect  we  had  to  go  through 
laborious  calculations.  .  .  . 
It  was  exhausting,  time- 
consuming  and  expensive." 


troller  for  General  Motors,  "When  33 
was  in  effect  we  had  to  go  through 
laborious  calculations,  set  up  a  com- 
plex computer  program,  and  cluttei 
our  reports  with  unnecessary  infor- 
mation from  all  over  the  country.  It 
was  exhausting,  time-consuming  and 
expensive." 

After  five  years  of  waning  inflation, 
even  the  SEC  had  been  ground  down 
by  such  arguments.  Under  its  new 
head,  John  Shad,  it  reversed  its  posi- 
tion on  Statement  33  last  December. 
With  no  one  to  speak  in  behalf  of  the 
rule,  the  board  voted  by  a  4-to-3  mar- 
gin to  repeal.  The  FASB  claims  it 
didn't  drop  the  statement  but  made 
disclosure  voluntary.  Not  surprising- 
ly, virtually  no  one  chose  to  report  the 
information. 

Too  bad.  With  the  Consumer  Price 
Index  rising  at  an  annual  rate  of  4.3% 
over  the  past  six  months,  inflation 
may  have  been  only  dozing.  "If  infla- 
tion rises  to  even  5%,  you'll  begin  to 
see  significant  price  adjustments," 
says  lohn  Burton,  dean  of  Columbia 
University's  business  school  and 
former  Securities  &  Exchange  Com- 
mission chief  accountant.  "Some 
companies  will  raise  prices  by  20% 
while  others  might  only  raise  them  by 
2%."  Ironically,  those  are  precisely 
the  sorts  of  distortions  that  Statement 
33,  or  any  other  inflation  accounting, 
would  have  helped  investors  compare 
and  evaluate.  It  seems  it  took  seven 
years  before  the  accounting  profes- 
sion finally  decided  to  close  its  infla- 
tion umbrella — just  when  it  looks  as 
though  it  may  rain  after  all.  ■ 
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These  days,  this  can  be  more  money  than 
most  companies  know  what  to  do  with. 

No  matter  how  much  money  vour  company     money  market  or  currency  investments,  w 


No  matter  how  much  money  your  company 
makes,  the  growing  number  of  investment 
options  can  make  it  very  difficult  to  know  what 
to  do  with  it. 

Fortunately,  however,  choosing  the  right 
alternatives  is  not  impossible.  It's  just  hard  work. 
Which  is  a  specialty  of  ours  at  Continental  Illinois 

Before  we  recommend  equities,  a  private 
placement,  a  managed  fund,  or  any  of  a  variety  of 


money  market  or  currency  investments,  we  take 
the  time  to  consider  your  financial  objectives. 

So  if  you  want  to  make  every  penny  count, 
call  Continental  at  312-828-7530.We  can  not  only 
help  you  manage  your  money,  we  can  help  you 
make  more  of  it. 

©  Continental  Illinois 

We  make  money  work."* 

C  1987  Continental  Illinois  National  Hank  and  Irusi  Company  ol  Chicago. 


On  the  Docket 


Steven  Kumble  ran  so  hard  to  build  his  law 
firm  that  he  overlooked  a  key  ingredient — 
nurturing  employee  loyalty. 


Fall  of  a  rainmaker 


By  Deirdre  Fanning 


Steven  Kumble,  cofounder  of  the  law  firm  bearing  bis  name 

The  quintessential  rainmaker,  but  as  a  leader  did  he  have  the  right  stuff? 


February  was  a  busy  month  fo 
many  of  Finlcy,  Rumble's  bluc-chij 
clients.  Citicorp  struggled  with  Latir 
loans,  Donald  Trump  was  battling 
Bally  Manufacturing  Corp.,  ant 
Shearson  Lehman  Brothers  worriec 
over  the  spreading  Wall  Street  scan 
dais.  But  at  the  Park  Avenue  offices  o 
Finlcy,  Kumble,  Wagner,  Heine,  Un 
derberg,  Manley,  Myerson  &  Case) 
the  top  brass  faced  an  even  biggei 
problem:  how  to  depose  their  silver 
haired  partner  and  cofounder,  Stever 
Kumble,  one  of  the  U.S.'  most  influ 
ential,  if  not  best  known,  corporate 
lawyers. 

Kumble's  troubles  stand  as  a  lessor 
for  the  head  of  any  business,  be  it  -< 
law  firm,  a  broadcast  network  or  i 
chain  of  dry  cleaning  establishments 
To  be  a  leader,  a  person  needs  to  in 
spire  confidence  and  loyalty  in  those 
he  expects  to  follow  him.  Withoul 
that,  all  human  institutions  eventual 
ly  decay  into  warring  fiefdoms,  anc 
Finlcy,  Kumble  was  no  exception 

Kumble  was  brilliantly  successful 
in  building  the  firm  from  almosl 
nothing  within  two  decades.  But  he 
never  bothered  to  meld  it  into  a  cohe 
sive,  mutually  supportive  organiza 
tion.  Attorneys  in  at  least  one  office — 
Miami — worked  under  standing  or 
ders  not  to  accept  or  return  telephone 
calls  from  any  New  York  partner  whe 
"called  up  shouting." 

Kumble  and  one  of  his  senior  part 
ners  were  not  even  speaking  to  each 
other,  the  result  of  a  feud  over  how 
the  firm  was  being  run.  The  firm 
with  over  650  lawyers,  12  offices 
around  the  country,  and  more  than 
$165  million  in  1986  revenues,  was 
ripe  for  revolt. 

In  February  the  firm's  29-person 
management  committee  decided 'to 
take  action.  At  a  regularly  scheduled 
meeting  in  Miami,  the  committee 
planned  to  oust  Kumble  as  comanag 
ing  partner  of  the  all-powerful  New 
York  office,  leaving  him  with  only  the 
title  of  "national  cochairman 

Kumble,  who  had  been  slipped  the 
news  of  what  awaited  him  just  before 
the  meeting  began,  angrily  refused  to 
step  aside.  Instead  he  called  for  a  show 
of  hands  on  his  fate.  Of  the  25  people 
in  the  room,  7  raised  their  hands  in 
support  of  their  leader,  18  against 
him.  The  winner  was  one  of  the  key 
plotters  in  his  downfall — a  New  York 
based  litigator  named  Harvey  Myer 


son,  who  Kumble  had  helped  recrui 
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The  Boston  Company  has  a  simple 
approach  to  personal  investment 

BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

to  that  end.  through  our 
subsidiary  Boston  Safe  Deposit 
and  Trust  Company,  we  offer  The 
Boston  Company  Residential 
Mortgage.* 

Our  one-year  adjustable  rate 
residential  mortgages  are 
distinguished  by  exceptionally 
attractive.  competitive  rates. 
You'll  likely  find  our  jumbo 
mortgages  of  over  $500,000  have 
the  most  favorable  terms 
available  anywhere. 

For  a  complete  description. 

CONTACT  US  AT  1-800-CALL  BOS 

(1-800-225-5267.  Ext.  200). 

And  enjoy  the  advantages  of 
being  a  privileged  client. 

'Certain  products  may  not  be  available  in  all  states. 


THE  BOSTON  COMPANY 


Boston  Safe  Deposit  and  Trust  Company 

Member  FDIC.  An  Equal  Housing  Lender.  tS> 


Planning  for  the  future  is  never  easy,  but  especially  so  in  today's  unpredictable 
financial  markets.  In  the  view  of  Trevor  Nicholas,  General  Manager  for  Resources 
at  Barclays  Bank,  London,  the  choice  of  the  right  computer  vendor  is  critical. 
"As  one  of  the  world's  top  15  banks,  with  perhaps  more  branches  worldwide 
than  any  other,  we  realized  we  could  capitalize  on  this  strength.  By  linking  our 
offices  into  a  global  banking  network,  we  could  offer  the  same  range  and  quality 
of  services  to  our  commercial  customers,  no  matter  where  they  do  business. 
Digital's  role  is  fundamental  to  the  success  of  this  venture." 

IHHH|  "To  embark  on  a  5-year 

0  fl  Ji  P^an  to  network  thirty 
M$il^3  countries,  Barclays  needed 
SlK2£g  one  vendor  who  could 
fi^HHi  offer  worldwide  support." 

According  to  Nicholas,  three  factors  were  key.  "Digital  is  known  for  first-class 
communications,  including  the  ability  to  talk  to  the  IBM  world.  Plus,  the  com- 
patibility of  Digital's  products  lets  us  add  hardware  and  software  without  disrupt- 
ing users.  But,  most  importantly,  Digital  works  with  us.  They'listen  to  our  needs 
and  they  respond." 

To  learn  how  your  company  can  get  a  competitive  advantage  now,  write: 
Digital  Equipment  Corporation,  200  Baker  Avenue, 
West  Concord,  Massachusetts  01742.  Or  call  your 
local  sales  office. 


mmsm 


©  Digital  Equipment  Corporation  1987  The  Digital  logo  is  a  trademark  of  Digital  Equipment  Corporal  ion  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation 


HARTMANN'S  TEAM  OF  EFFICIENCY  EXPERTS. 


Hartmann  Hangbags.  Simple  efficient  packing 

for  one  day  or  a  week.  Some  styles  have  an 
ingenious  Grip  Lock  System™  that  allows  you  to 
use  hangers  of  your  choice.  Special  flaps,  pockets  and 
zippers  organize  and  secure  your  belongings.  A  wide 
array  of  fabrics,  colors  and  lengths  are  available. 
Select  the  one  that  meets  your  needs. 

Invest  in  a  Hartmann,  where  the  commitment 
to  quality  has  been  our  tradition  for  over  110  years. 


We  don't  cut  corners.1 


learest  Hartmann  dealers.  Dept.  6151  Hartmann  D: ,  Lebanon.  Tennessee  37087    ©1987  Hartmann  Luggage 


Du  Pont  TEFLON*  *aler  &  stain  reprllci 


Hartmann  Hangbags 
are  available  at  these 
and  other  fine  stores. 


ALABAMA 

Brenner's  Luggage 

and  Gifts 
Gayfers 
Hollis  Clothing 
McRae's 
Mori  Luggage  & 

Gifts 
Pizitz 

Ted's  Jewelers 

CALIFORNIA 

Beckel's  Luggage 
Boots  &  Baggage 
i  H.  Savinar 
j  Peninsula  Luggage 
I  Richards  Luggage  & 

Handbags 
I  Shea's  Luggage 
;  Wiener's  Luggage 

FLORIDA 

Gayfers 
'McRae's 

The  Luggage  Gallery 

GEORGIA 

Deals  Luggage  & 
I  Gifts 

Mori  Luggage  & 
:  Gifts 

IDAHO 

i Quality  Trunk  and 
I  Luggage 

LLINOIS 

Oillards 

imponum  Luggage 
Holiday  Luggage 
-aBonte's  Time  Off 
:  Inc. 

NDIANA 

.uggage  Shop 

(ANSAS 

Oillards 

KENTUCKY 

/IcAlpin's 
aylor  Trunk  Co. 

AARYLAND 


MICHIGAN 

Branoff  Baggage  Co. 
Cobblers  Bench 
Groskopf's 
Hennink's 
London  Luggage 
Shop  of  Detroit 
Travelers  World 
Wellington  Ltd. 

MINNESOTA 

Klein's  Luggage  & 
Leather 

MISSISSIPPI 

Gayfers 
McRae's 

MISSOURI 

Dillards 

Passport  Luggage 

NEW  JERSEY 

Plaza  Luggage 

NEW  YORK 

Lederer  de  Paris, 

N.Y. 
Plaza  Luggage 
Swick  Luggage 

NORTH  CAROLINA 

Lazarus 
OHIO 

Bankhardt's 
Luggage  Shop 

Executive 
Accutrements 

PENNSYLVANIA 

Specialty  Luggage 

SOUTH  CAROLINA 

Belk  Hudson 

Bon  Voyage  Luggage 

and  Leather 
Columbia  Luggage 
Mori  Luggage  & 

Gifts 

TENNESSEE 


Jational  Luggage       Castner  Knott 
1ASSACHUSETTS    WEST  VIRGINIA 

aleGenton  Stone  &  Thomas 


harfe 


mm 

We  don't  cut  corners:™ 


Nancy  Rica  Schiff 


New  head  of  the  New  York  office,  Harvey  Myerson 
"I til  take force-feeding  to  change  our  peer  recognition — it  11  he  a  stuff  job.' 


to  the  firm  three  years  earlier. 

In  1968  Kumble,  a  graduate  of  Yale 
and  the  Harvard  Law  School,  cofound- 
ed  an  eight-man  real  estate  law  firm 
with  the  objective  of  expanding  it  as 
rapidly  as  possible  into  a  major  na- 
tional presence  in  corporate  law.  His 
gimmick?  To  merge  with  existing 
firms  as  well  as  hire  top  lawyers  from 
competitors. 

At  first  the  approach  worked  spec- 
tacularly well.  By  1982  the  firm  had 
either  acquired  or  merged  its  way  into 
offices  in  Los  Angeles,  Miami  and 
Washington.  Its  clients  included  Oc- 
cidental Petroleum  Corp.  and  Giant 
Food  Inc.  Kumble  was  living  in  a  Fifth 
Avenue  duplex  and  enjoyed  occasion- 
al weekends  at  his  Vermont  farm  with 
his  socialite  wife,  Peggy,  who  raises 
Thoroughbred  horses. 

Kumble  insisted  that  his  firm  pur- 
sue the  biggest,  richest  and  fattest  cor- 
porate clients — typically  by  signing 
up  well-connected  politicians,  busi- 
ness luminaries  and  other  such  "rain- 
makers." By  the  early  1980s  the  roster 
of  heavy  hitters  included  former  New 
York  Governor  Hugh  Carey,  former 
Maryland  Senator  Joseph  Tydings 
and,  more  recently,  former  Louisiana 
Senator  Russell  Long. 

But  arguments  over  who  had 
brought  which  client  to  the  firm  fre- 
quently broke  out  between  the  part- 
ners. In  one  notable  case  involving 
American  Bakeries  Co.,  a  prestigious 


Finley,  Kumble  client,  Kumble  and 
New  York  corporate  department  head 
Andrew  Heine  fought  viciously 
through  a  series  of  memos  over  who 
had  met  the  client  first  and  who  was 
personally  closer  to  American  Baker- 
ies' chairman. 

Despite  its  highly  paid  superstars, 
the  law  firm  still  lacked  the  respect- 
ability that  its  partners  craved.  "We 
had  a  terrible  reputation  in  New 
York,"  confesses  Heine. 

In  early  1985  Kumble  made  the 
problem  worse.  Along  the  way  he  had 
quietly  invested  $1.8  million  of  his 
own  money  in  over  100,000  shares  in 
American  Bakeries.  But  he  failed  to 
alert  two  of  his  colleagues,  who  sat  on 
American's  board  and  also  held  shares 
of  its  stock,  and  he  failed  as  well  to 
file  a  voluntary  13-D  notification 
with  the  Securities  &  Exchange  Com- 
mission. The  omission  proved  acutely 
embarrassing  to  the  two  Finley,  Kum- 
ble lawyers  involved,  as  well  as  to  the 
firm  as  a  whole. 

Myerson  is  determined  to  change  the 
firm  by  turning  the  New  York  office 
around.  "You  have  to  attract  the  people 
who  are  quality- work-oriented,"  he 
says.  "We  are  not  just  rewarding  the 
'finders'  anymore.  We're  now  in  a  posi- 
tion to  reward  the  'minders.'  "  Will  it 
be  easy?  No,  admits  Myerson.  "Our 
peer  recognition  and  reputation  is  less 
than  good.  It'll  take  force-feeding — it'll 
be  a  stuff  job."B 
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THE  BEST  Wff 
THE  INSURANC 

? i -'9ERST AND  HOV 

A  number  of  factors  combined  to  bring  about  the 

current  insurance  crisis. 

First,  some  insurers  forgot  that  their  financial 
health  depended  on  sound  underwriting— the  basic 
*mg  insurance  coverage.  And  they 
•.'  *s  in  a  ruinous  price  war. 
-  -  '"k  ■  -2v  .         >(  rates  were  high ,  they 
<  >me  to  make  up  for  their 


Third,  an  explosion  in  litigation  fueled  by 
enormous  liability  awards  in  our  civil  courts  n 
it  virtually  impossible  for  insurers  to  predict  f 
losses  and  therefore  set  realistic  rates. 

It's  time  to  learn  from  our  mistakes.  The 
mistakes  weren't  made  by  insurance  companies 
alone.  By  demanding  ever  lower  rates  and  by 
allowing  the  civil  courts  to  award  ever  higher  lia 
judgments,  society  itself  helped  create  the  crisis 


IUT  OF 
RISIS  IS  TO 

ifE  GOT  INTO  IT. 


j  if  we  allow  it  to  continue,  society  itself  will 
biggest  loser.  Because  the  very  capacity  of 
ts  to  write  future  insurance  depends  on  their 
to  build  financial  reserves  and  to  reasonably 

:  :t  losses.  In  fact,  we've  already  seen  reduced 

;  ity  in  many  kinds  of  insurance, 
i  purpose  of  insurance  is  simply  to  spread 
Vhen  the  cost  of  covering  the  risks  becomes 

!  itant,  we  all  pay.  Through  higher  premiums 


and  ultimately  through  higher  costs  for  the  prod- 
ucts and  services  provided  by  insured  businesses. 

At  AIG,  we  feel  that  the  crisis  won't  be  over  until 
all  of  us  in  society  stop  pulling  apart.  And  start 
pushing  together  to  solve  the  problem. 

/im  AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 

Our  Policies  Are  Your  Best  Insurance. 


The  Up  &  Coiners 


Ideas 


As  concern  about  the  nation 's  blood  supply 
grows,  Dr.  Joseph  Feldschuh's  Daxor  Corp. 
stands  to  be  an  early  beneficiary. 


Seeing  red 


By  Subrata  N.  Chakravarty 

TIhe  more  we  know,  the  less  attrac- 
tive becomes  the  country's  blood 
supply.  The  National  Institutes  of 
Health's  blood  disease  expert  Dr.  Har- 


vey Alter  says  the  risk  of  getting  hepa- 
titis from  transfused  blood  is  between 
4%  and  8%.  And  hepatitis  is  but  one 
serious  transfusion  risk.  Says  Mount 
Sinai  Medical  Center's  Dr.  Louis  Ale- 
dort:  "The  only  blood  that  is  100% 


risk-free  for  you  to  get  is  your  own. "I 

For  years,  Dr.  Joseph  Feldschuh,  5  111 
has  possessed  an  intensely  personal 
interest  in  the  idea  of  using  autolal 
gous  (one's  own)  blood.  When  he  wa  I 
at  New  York  University  Medical 
School,  his  father  almost  died  from  I 
transfusion  reaction.  Feldschuh  began 
investigating  techniques  for  storinjl 
autologous  blood.  "I  was  aware  that  il 
had  no  good  prospect  as  a  commercial 
service  because  the  public  believeol 
that  the  blood  supply  was  relatively 
safe,"  says  Feldschuh,  now  a  clinical 
assistant  professor  at  New  York  Hosil 
pital-Comell  Medical  Center  in  Manl 
hattan,  of  his  research.  "It  wasn't  unl 
til  the  AIDS  crisis  that  people  began 
to  look  for  what  was  always  there— I 
the  knowledge  and  the  statistics  tha 
the  blood  supply  is  very  unsafe." 

A  cardiologist,  internist  and  endo 
crinologist,  Feldschuh  is  also  an  en  I 
trepreneur.  He  took  over  a  little  fro 
zen-sperm  banking  company  namec 
Daxor  Corp.  after  signing  on  as  a  con 
sultant  in  1974.  Feldschuh  estimate; 
the  company  has  supplied  the  sperrr 
for  13,000  successful  pregnancies,  bu 
Daxor's  revenues  from  the  sperm 
storage  business  peaked  at  a  mere  $1.1 
million  in  1984  and  have  declined 
slightly  in  the  past  two  years.  (Thanks 
to  Feldschuh's  spectacularly  success 
ful  investment  program,  Daxor  rei 
ported  net  income  of  $2. 1  million  on 
revenues  of  $3.5  million  last  year.) 

From  its  sperm  banking  line,  Daxoi 
has  become  a  leader  in  cryopreserva 
tion,  or  tissue  freezing.  As  the  public's 
concern  for  the  blood  pool  deepened 
Feldschuh  thought,  why  not  use  his 
cryopreservation  techniques  or 
blood?  In  1985  Daxor  opened  the  firsi 
blood  bank  for  the  extraction,  freezing 
and  storage  of  autologous  frozer 
blood  by  the  general  public. 

Daxor  operates  one  blood  bank  ir 
Manhattan,  a  second  on  Long  Island 
and  plans  to  open  a  third  in  Los  Ange- 
les. Eventually  Feldschuh  plans  tc 
have  a  nationwide  network.  As  things 
now  stand,  should  you  end  up  in  al 
Wyoming  hospital  and  your  blood  is 
in  New  York,  your  blood  will  have  tc 
be  air-expressed  to  your  doctors. 

Daxor  charges  donors  up  to  $85  per 
one-pint  unit  for  collection  and  test- 
ing.' Thawing  costs  up  to  $65  per  unit. 
Storage  charges:  $150  per  year  pei 
unit.  Three  stored  units,  says  Feld- 
schuh, is  "true  life  insurance." 

Aware  that  his  prices  would  put  off 
most  people,  Feldschuh  markets  his 
service  primarily  to  companies,  con- 
vincing them  to  offer  blood  storage  as 
a  fringe  benefit.  Several  have  agreed, 
most  prominently  Warner  Communi- 
cations, I. M.S.  international  and  D.HJ 


John  Made  re 


Joseph  Feldschuh  with  bis  wife,  Daxor's  executive  vice  president,  Roxanne 
sqpplg  ;  ■  Kfj|  unsafe." 
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PORESM 
PUREPO 
PUREZ. 


PURE  SHAPE.  Make  an  already  superb 
sports  car  better.  That's  the  challenge  the 
Nissan  300  ZX  presents  to  its  designers.  For 
1987,  they  met  the  challengeby  refining  its 
shape.  Lowering  the  rocker  panels.  Round- 
ing the  front  end.  integrating  the  front  air 
dam.  Smoothing  every  line.  Flushing  every 
seam.  Nissan  calls  it  ground  effects  styling. 
You'll  call  it  sleek.  Slippery,  sensuous.  It  turns 
you  on  even  before  you  turn  it  on. 

Nissan  didn't  stop  at  the  sheet  metal,  they 
tightened  the  suspension.  With  firmer ; 
shocks  and  springs.  A  re-engineered  power 
steering  system  for  quicker  response.  And  a 
beef  ed-up  sway  bar  for  giued-to-the-ground 
stability.  The  result:  a  Z-car  of 
unprecedented  handling. 


PURE  POWER.  Power.  That's  what  a  z-car 
is  really  all  about.  Convincingly  delivered  by 
one  of  the  World's  most  advanced  engines: 
Nissan  s  3.0-liter  v-6.  Electronic  multiport 
fuel  injection.  5-speed  manual.  Or  4-speed 
automatic  overdrive.  Turbo.  Or  non-turbo. 
The  1987  300  ZX  moves  fast.  Stops  quick, 
without  fade.  Thanks  to  vented  disc  brakes 
now  at  all  four  wheels. 

Feel  the  need  for  speed?  Take  the  200  hp 
turbocharged  z.  With  a  lower  rear  axle  gear 
ratio  to  get  off  the  line  quicker  than  ever. 

PURE  z.  it  s  a  driver's  car.  For  the  driver 
who  understands  shape.  Demands  perfor- 
mance. Respects  power  ^^^^^^^^ 

The  1987  300  ZX.  Pure  Z.    ■  mssan]  111  I^WIl  111 

Your  z.  Awesome.  ^hhjjwih 


THE  QUALITY  AND  PERFORMANCE  IS 300 ZX. 

THE  NAME  IS  NISSAN 


be  apart  for  long.  And  in  Fort  Collins, 
Colorado,  they  seldom  are,  because  the 
city's  Meridian  SL-1*  Integrated  Services 
Network  is  more  than  a  PBX.  It's  a  way  to 
know  which  boy  belongs  to  which  bike. 
And  more. 

It  networks  200  workstations,  two  DEC 
and  two  Hewlett-Packard  minicomputers, 
a  Sperry  mainframe  and,  of  course,  their 
entire  phone  system.  And  it  prepares 
them  for  a  future  where  sharing  voice, 
data,  text  and  image  will  be  as  easy  as 
using  a  phone.  Call  (800)  328-8800. 


northern 
fclccum 


The  Up  &  Comers 


High  Performers 


Short-sellers  are  whispering  nasty  things 
about  Reggie  Fountain,  but  the  shorts 
themselves  may  end  up  underwater. 

Full  throttle, 
damn  the  shorts 


Blair — whose  securities  research  di- 
rector, Stevens  Monte,  banks  with 
Daxor  and  says,  half  in  jest:  "There 
aren't  any  other  companies  I  follow  to 
whom  I've  given  my  blood."  The 
companies  signed  on  so  far  give  Daxor 
a  potential  donor  base  of  up  to  15,000 
employees. 

Daxor  has  booked  no  substantial 
revenues  from  blood  banking.  But  the 
stock  market  doesn't  mind.  In  a  fit  of 
AIDS  hysteria,  Daxor  jumped  from  $6 
to  $37  in  just  two  weeks  in  February, 
before  settling  back  to  a  recent  \3Vi. 
(Note  that  $5  of  that  price  reflects 
Daxor's  investment  portfolio.)  Feld- 
schuh  and  his  wife  own  about  67%  of 
the  company's  5.3  million  shares;  the 
stake  is  worth  $50  million. 

Fearful  that  public  blood  donations 
might  slow,  strong  voices  within  the 
blood  banking  industry  are  outraged 
when  entrepreneurs  like  Feldschuh 
impugn  the  safety  of  the  public  blood 
supply.  Dr.  S.  Gerald  Sandler,  for  ex- 
ample, is  associate  vice  president  for 
medical  operations  of  the  American 
Red  Cross.  It  supplies  over  half  the  12 
million  units  of  blood  used  each  year 
in  the  U.S.,  and  last  year  earned  $35.4 
million,  before  major  equipment 
costs,  on  revenues  of  over  $485  mil- 
lion from  sales  of  blood  products. 

Sandler  acknowledges  the  threat  of 
contracting  AIDS  and  hepatitis  from 
transfused  blood  from  the  public  sup- 
ply. But  he  insists  that  recently  intro- 
duced tests  on  donated  blood  will  re- 
duce such  risks  significantly. 

"It  is  important,"  says  Sandler, 
"that  anyone  who  intends  to  scare  the 
public  use  statistics  that  apply  to  the 
current  situation  and  not  to  events 
that  took  place  prior  to  the  introduc- 
tion of  corrective  measures." 

The  Food  &  Drug  Administration 
permits  the  storage  of  frozen  red  blood 
cells  for  only  three  years.  Sandler  con- 
tends that  the  likelihood  of  a  healthy 
person's  requiring  blood  in  a  given 
three-year  period  is  minuscule,  so 
much  of  the  frozen  blood  will,  trag- 
ically, be  thrown  away.  The  FDA's 
three-year  rule,  however,  is  based  on 
research  done  in  the  1970s  by  Dr.  C. 
Robert  Valeri,  of  the  Naval  Blood  Re- 
search Laboratory.  On  the  basis  of 
new  research  he  recently  submitted, 
Valeri  is  confident  that  the  FDA  will 
increase  frozen  blood's  allowable 
shelf  life  to  as  much  as  21  years. 

Growls  Feldschuh  of  Sandler  and 
other  critics:  "They  are  against  people 
storing  blood  when  they  don't  need  it, 
but  we  think  that  the  most  logical 
time  to  store  blood  is  when  you  don't 
think  you  need  it."  From  flimsier  ar- 
guments than  that,  mighty  insurance 
ive  grown.  ■ 


By  Richard  L.  Stern 

Reggie  Fountain,  three-time 
world  champion  speedboat  rac- 
er, hands  us  a  crash  helmet 
"just  in  case."  We  grip  the  wheel  of 
Fountain  Powerboats  Industries'  40- 
foot  sports  cruiser.  Price:  $250,000. 
Her  immaculate  pair  of  630hp  Mer- 
Cruiser  engines  growl  as  we  head  into 
the  Pamlico  River  from  Fountain's 
Washington,  N.C.  headquarters. 

Once  in  the  middle  of  the  river,  we 
open  the  throttles,  adjust  the  trim  and 
the  cruiser  skims  at  60  miles  per  hour 
across  the  choppy  water.  The  high- 
speed ride  is  so  smooth  we  could  be 
cruising  along  Interstate  95.  We  throt- 
tle up  to  83mph.  The  exhilaration  is 
unadulterated. 

We  went  to  see  the  Fountain  boat 
company  on  a  dare.  Late  last  year  the 
company  raised  $4.6  million  in  a  pub- 
lic offering,  selling  230,000  units  con- 
sisting of  two  common  shares  and  a 
warrant  for  $20  per  unit.  Almost  im- 
mediately, the  short-sellers  began  try- 
ing to  sink  Fountain's  new  shares. 
Shorts  have,  of  course,  been  known  to 
stoop  low  to  achieve  their  ends.  Pho- 
ny negative  stories  planted  in  friendly 
media  are  not  uncommon.  A  nasty 
whispering  campaign  about  Fountain 
quickly  followed  the  boat  builder's 
equity  offering. 

Did  the  shorts  have  a  point?  Foun- 
tain stock  has,  after  all,  recently  been 
trading  over-the-counter  at  ll3/4  bid, 
pretty  steep  for  a  company  that  manu- 
factured 59  boats  and  lost  money  last 
year.  The  offering  prospectus  was  of 
little  comfort. 
Then  a  friend  we  usually  trust  (and 


who  is  long  the  stock)  dared  us  to  do  a 
little  firsthand  research.  "Just  go 
there,  get  off  your  duff,"  he  insisted. 
"I  just  want  you  to  go  there  to  see  for 
yourself."  So  we  did.  It's  a  tough  job, 
but  somebody's  got  to  do  it. 

Reggie  Fountain  picked  us  up  at  the 
airport  in  his  black  Mercedes.  A 
courtly  Southerner,  he  graduated 
from  the  University  of  North  Caroli- 
na Law  School  at  Chapel  Hill  in  1965, 
went  into  insurance  and  made  a  lot  of 
money  in  real  estate.  He  still  owns 
more  than  300  apartment  units  and  a 
shopping  mall  in  his  hometown  of 
Tarboro,  N.C. 

But  Fountain's  big  love  was  racing 
boats.  In  the  1970s  he  roared  to  three 
world  and  seven  national  speed  cham- 
pionships. A  spectacular  high-speed 
accident  in  1975  turned  three  boats  to 
splinters  at  115mph  and  produced  a 
memorable  Associated  Press  photo  of 
Fountain  hurtling  from  his  boat.  "I 
should  have  died,"  drawls  Reggie, 
"but  I  wasn't  even  in  the  hospital 
overnight." 

Fountain's  racing  reputation — and 
his  real  estate  holdings — enabled  him 
to  start  Fountain  Powerboats  in  1979. 
His  boats  caught  on.  "If  Bo  Derek  is  a 
perfect  10,  then  Fountain  is  a  12," 
raved  Australia's  Pouercraft  Monthly 
last  year.  Jordan's  King  Hussein  and 
Indonesian  President  Suharto's  son 
Bambang  Trihamodjo  placed  orders. 
Five  high-speed  33-foot  Fountain 
boats  went  to  Kuwait.  One  prototype, 
something  straight  from  the  laborato- 
ries of  an  Ian  Fleming  novel,  is  being 
built  under  a  S5  million  contract  from 
the  U.S.  government. 

Despite  the  favorable  reception, 
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Fountain  Powerboats  Industries'  Reggie  Fountain 

Some  more  good  news  and.  the  snorts  will  need  gills. 


Will  &  Deni  Mclntyre 


says  Fountain,  "I  never  had  enough 
capital  to  really  get  this  company 
flying."  Hence  that  $4.6  million  pub- 
lic offering  in  January.  The  cash  infu- 
sion has  meant  that  Fountain  has 
been  able  to  triple  his  payroll  (to  151, 
soon  to  be  200)  and  can  boost  output 
to  140  boats  this  fiscal  year,  300  boats 
in  1988  and  500  in  1989,  as  the  com- 
pany staffs  up  its  assembly  lines  to 
meet  the  demand. 

Sales  are  now  running  at  $1  mil- 
lion-plus monthly,  and  Fountain  says 
they  should  reach  $2  million  a  month 
by  the  fall.  "There's  not  a  boat  in 
stock  at  any  of  our  23  dealers,"  he 
says.  "Every  boat  we  can  build 
through  the  fall  has  been  sold."  That 
includes  a  29-foot,  60mph  fishing 
boat  that  sells  for  between  $46,000 
and  $68,000,  depending  upon  engines. 
(The  shorts,  by  the  way,  have  been 
whispering  that  Boating  magazine 
panned  the  Fountain  Sports  Fisher- 
man. Wrong  boat,  guys.  The  Sports 
Fisherman,  Boating  recently  said,  is  a 
winner.) 

In  its  fiscal  year  ending  in  Septem- 
ber, Fountain  will  gross  something 
like  $11  million  and  earn  around 
29  cents  a  share,  aftertax,  on  its  4.4 


million  shares.  With  the  stock  at 
11%,  it's  hard  to  differentiate  Foun- 
tain's P/E  from  the  boats'  top  speeds. 
But  in  initial  public  offerings,  you  are 
evaluating  earnings  prospects — and 
these,  Reggie  Fountain  avers,  could 
not  be  brighter.  He  believes  that  in 
1988  the  steady  demand  for  his  boats 
should  push  sales  to  more  than  $25 
million,  on  which  Fountain  will  net 
some  84  cents  a  share.  The  following 
year,  he  promises,  will  be  even  better 
as  volume  increases  and  overhead 
decreases. 

Thanks  to  that  Wall  Street  capital, 
Reggie  explains,  Fountain  has  been 
able  to  broaden  its  product  line  up 
market  and  down.  This  will  help  him 
satisfy  both  the  speed  freaks,  who  like 
their  boats  to  do  112mph,  and  the 
more  sensible  mariners  who  are  will- 
ing to  pay  up  for  the  fine  styling  and 
handling  of  Fountain's  high-perfor- 
mance craft.  Sports  boats  of  29  feet,  33 
feet  and  40  feet  will  be  joined  by  23-, 
27-  and  36-footers.  (The  23-footer 
should  do  65mph  and  sell  for  a  rela- 
tively modest  $35,000.)  For  the  high 
rollers,  Fountain  has  tooled  up  for  a 
45-foot  cruiser  that  will  sleep  four  and 
do  60mph.  Price:  $400,000. 


What  makes  people  pay  so  hand- 
somely for  Fountain's  boats?  The 
same  thing  that  makes  people  spend 
$10,000  for  fine  Swiss  wristwatches 
and  $50,000  for  German  sports  cars: 
the  feeling,  usually  justified,  that 
quality,  price  and  exclusivity  do  cor- 
relate positively. 

Take  a  walk  through  Reggie's  fac- 
tory. His  boats'  hulls  are  specially  de- 
signed, modified  V-hulls  with  a  pad 
along  the  center  keel  and  a  set-back 
transom.  From  a  design  standpoint, 
Fountain  boats  are  something  else. 

Likewise  from  a  production  stand- 
point. For  example,  many  boatmakers 
screw  their  hulls  and  decks  together 
at  the  end  of  the  assembly  line.  But 
Fountain  bolts  and  bonds  its  hulls  and 
decks  together  with  fiberglass  at  the 
beginning  of  the  assembly  process. 
This  is  more  expensive  but  produces  a 
much  tougher  boat. 

So  back  we  came  from  North  Caro- 
lina, exhilarated  and  more  than  a  lit- 
tle concerned  for  the  welfare  of  Foun- 
tain's short-sellers.  It  is  no  secret  that 
much  of  the  shorting  appears  to  be 
naked.  Some  more  good  news  out  of 
Fountain  and  the  shorts  will  need 
gills.  ■ 
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XEROX"  and  THE  FINANCIAL  MACHINESM 
are  marks  of  XEROX  CORPORATION. 


THE  XEROX 
FINANCIAL 
MACHINE. 


Take  a  closer  look.  Xerox  has  created  va  new 
nachine  geared  to  make  life  a  little  simpler. 

It's  Xerox  Financial  Services,  a  network  of 
omponent  companies  that  together  form  the  basis 
>f  a  financial  machine  even  stronger  than  the  sum  of 
I  parts. 

Crum  and  Forster.  A  multiple- line  property/ 
^ability  insurance  organization  with  total  assets  of 
ver  $8.5  billion. 

Van  Kampen  Merritt.  An  investment  banking 
frm  that's  sponsored  over  $20  billion  in  unit 
westment  trusts  and  mutual  funds. 

Xerox  Credit  Corporation.  A  major  provider  of 
nancing  for  capital  equipment  purchases,  with 
ver  $2.5  billion  in  assets. 


And  a  select  group  of  other  financial  and  joint 
venture  companies;  clearly  a  monetary  mechanism 
designed  to  create  powerful  new  opportunities  in  the 
world  of  business. 

They  are  all  part  of  Xerox  Financial  Services, 
a  machine  with  many  solutions  to  make  your 
complex  financial  needs  more  manageable. 

Simple,  isn't  it? 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 
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Taxing  Matters 


Edited  by  Laura  Saunders 

It's  easy  to  get  personalized  tax  breaks  put 
of  Congress.  All  you  need  are  influential 
connections  and  a  good  story. 

Personalized 
taxes 


At  31,  Xavier  Roberts,  the  in- 
ventor of  Cabbage  Patch  dolls, 
b  is  doing  pretty  well  for  him- 
self. His  former  30-bedroom  mansion, 
which  he  has  turned  into  the  head- 
quarters for  his  toy  business,  has  a 
slide  from  a  second-story  walkway 
that  empties  into  a  heated  Olympic- 
size  swimming  pool.  There's  a  pent- 
house with  three  Picassos  and  a  coffee 
table  that  moves  up  and  down  at  the 


touch  of  a  button.  Roberts'  own  toys 
include  antique  cars  and  a  vintage 
Wurlitzer  jukebox. 

Most  impressive  of  all,  he  has  his 
very  own  tax  break,  worth  at  least  $6 
million  to  him  and  a  few  friends  and 
relatives,  courtesy  of  the  tax  writing 
committees  in  Congress. 

It's  no  secret  that  Congress  hands 
out  favors  to  big  employers  and  popu- 
lar projects  when  it  enacts  a  tax  bill. 


Among  the  beneficiaries  of  more  than 
600  "transition"  rules  costing  over 
$10  billion  in  last  year's  tax  act  were 
Chrysler,  Texaco,  Avon,  Deere  &  Co. 
and  professional  sports  stadiums  prac- 
tically everywhere. 

But  what  escaped  notice  when  the 
tax  law  passed  last  fall  was  the  large 
number  of  wealthy  individuals  like 
Roberts  who  were  granted  personal 
tax  favors.  Even  more  favors  are  on 
the  way.  A  "technical  corrections" 
addendum  to  the  tax  act  based  on  a 
similar  bill  that  died  last  December  is 
scheduled  to  be  out  shortly.  It  is  sure 
to  contain  dozens  of  additional  breaks 
for  privately  held  corporations  and 
partnerships.  And  these  lucky  recipi- 
ents are  just  as  likely  to  be  overlooked 
as  their  counterparts  were  last  fall. 
Congress  makes  sure  of  that  by  identi- 
fying those  who  get  special  breaks  in 
nearly  impenetrable  code  instead  of 
naming  them  outright. 

The  favor  that  lawmakers  awarded 
to  Roberts,  for  example,  was  tucked 
away  on  page  219  of  the  1986  Tax 
Reform  Act.  But  the  law  never  men- 
tions Cabbage  Patch,  Xavier  Roberts 
or  Original  Appalachian  Artworks  by 
name.  Instead  it  obliquely  cites  a 
"taxpayer  who  incorporated  on  Sept. 
7,  1978,  which  is  engaged  in  the  busi- 
ness of  manufacturing  dolls  and 
accessories." 

Besides  Roberts,  beneficiaries  of 
last  fall's  tax  breaks  include  New  En- 
gland Patriots  owner  William  Sulli- 
van, who  won  a  $6  million  break. 
New  Orleans  Saints  owner  Thomas 
Henson  and  partners  got  a  break 
worth  $1  million.  Heirs  of  the  late 
Samuel  A.  Horvitz  control  a  family 
fortune  estimated  at  $400  million; 
they  received  a  special  rule  worth  $1 
million.  Hardage  Enterprises,  a  Wich- 
ita, Kans. -based  real  estate  develop- 
ment company  owned  by  Samuel 
Hardage,  enjoyed  tax  favors  worth  $6 
million.  Paramount  Cards,  a  private 
Pawtucket,  R.I.  greeting  card  compa- 
ny owned  by  Charles  Davison,  got  $7 
million  worth.  And  so  on. 

Such  favors  are  nothing  new,  of 
course.  Past  beneficiaries  of  private 
tax  legislation  include  movie  mogul 
Louis  B.  Mayer  and  the  du  Ponts, 
among  others  (see  box,  p.  86).  But  the 
game  has  gotten  more  intense  than 
ever.  Notes  Thomas  Field,  executive 
director  of  Tax  Analysts,  "The  more 
retroactive  provisions  there  are  in  a 
tax  bill,  the  greater  the  pressure  to 
give  private  relief.  And  nowadays 
there  are  more  retroactive  provisions 
than  ever  before." 

New  England  Patriots  owner  Sulli- 
van was  exempted  from  paying  higher 
taxes  that  would  have  resulted  from 
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TOSHIBA. 
LOGICALLY  ENTERTAINING. 


mpjl  "It's  human  nature  to  make  decisions  on  emotion,  rather 
ptsjfen  fact. 

But  when  you're  dealing  with  sophisticated  electronic 
n  ij*uipment,  nothing  could  be  more  illogical, 
rival  J  If  you're  searching  for  the  best  home  entertainment 
noristem  available,  reason  dictates  that  you  choose  Toshiba, 
'ontfis  the  best  I've  ever  encountered, 
jttl 

k  i  Toshiba's  new  color  TV's  and  VCR's  are  techno- 

uti  ncal  masterpieces.  And  represent  the  world's  first  digital 

me  leo  system. 

:in 

ire  i     Toshiba  TV's  actually  enhance  the  broadcast  signal  to 

radi; 
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give  you  optimum  sharpness,  clarity,  contrast  and  color. 
The  VCR's  reproduce  crystal-clear  images.  The  picture  is 
vivid  and  completely  noiseless— with  excellent  slow- 
motion  and  stock-still  freeze  frames. 

They  are  an  example  of  the  broad-based,  total  technology 
found  in  all  of  Toshiba's  creations. 

Over  100  years  of  innovation  have  made  Toshiba 
one  of  the  largest  electric  and  electronics  manufacturers  in  the 
world.  But  Toshiba  is  looking  towards  tomorrow. 

Clearly,  of  the  hundreds  of  alternatives  available  in  home 
video,  Toshiba  is  the  most  logical  choice." 


In  Touch  with  Tomorrow 

TOSHIBA 

For  further  information  write;  Toshiba  America.  Inc.,  82  Totowa  Road,  Wayne.  N  J  07470  or  Toshiba  Hawaii,  Inc..  327  Kamakee  St.,  Honolulu,  HI  96814. 
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repeal  of  the  General  Utilities  doc- 
trine, should  he  sell  the  Patriots  to  a 
group  that  has  had  an  option  to  pur- 
chase the  team  since  April  1986.  Why 
the  special  treatment  for  him?  Replies 
Sullivan:  "I  was  told  that  my  provi- 
sion would  be  decided  purely  on  its 
merits." 


Or  consider  the  tax  break  won  by 
the  Horvitz  family.  They  hold  their 
assets  in  a  family  trust  that  is  now  in 
the  midst  of  a  court-ordered  breakup. 
The  assets  would  have  been  sold  un- 
der favorable  provisions  of  the  old 
law — were  it  not  for  the  judge's  foot- 
dragging,  says  Harry  Horvitz.  Ex- 


plains he,  not  unreasonably:  "We 
didn't  think  that  we  should  be  penal- 
ized because  the  judicial  process  is  so 
slow." 

Hardage  Enterprises'  Samuel  Har- 
dage  agrees.  His  company  received  its 
break  in  the  form  of  deliverance  from 
tighter  depreciation  rules.  "We  had 


"Five-eight  and  bald-headed" 


H  few  tax  experts  still  in  practice  remem- 
A  ber  the  "Louis  B.  Mayer  amendment" 
of  1951.  In  that  year  the  movie  mogul  per- 
suaded a  friendly  congressman  to  classify 
his  reported  $2.6  million  retirement  settle- 
ment from  Metro-Goldwyn-Mayer  as  capi- 
tal gains  rather  than  ordinary  income.  That 
saved  old  Mayer  $1.7  million. 

The  heirs  of  Tosiah  K.  Lilly,  grandson  of 
drug  company  founder  Eli  Lilly,  got  a  spe- 
cial break  in  1968.  In  exchange  for  giving 

Lilly's  collection  of  gold  coins  worth  $5.5   

million  to  the  Smithsonian,  the  estate  received  a  dollar- 
for-dollar  tax  credit  for  the  same  amount. 

Perhaps  the  granddaddy  of  breaks  went  to  the  du  Pont 
family  in  1962.  As  told  in  Joseph  Goulden's  The  Su- 
perlauyers,  Washington  lawyer  Clark  Clifford  helped 
the  family  holding  company,  Christiana  Securities,  get 
a  special  bill  passed  that  saved  about  $500  million  in 
taxes  on  a  court-ordered  divestiture  of  $3  billion  worth 
of  GM  stock.  A  later  ruling  approved  by  Treasury  Secre- 


l.ouis  B.  Mayer 


tary  C.  Douglas  Dillon  saved  the  du  Ponts 
another  $50  million  to  $100  million. 

Ironically,  not  all  private  acts  are  so  ex- 
clusive as  they  are  meant  to  be.  Rumors 
among  tax  practitioners  led  Forbes  to  pro- 
bate court  in  Trenton,  N.J.  and  the  follow- 
ing sequel  to  the  Louis  B.  Mayer  amend- 
ment. It  seems  that  in  1966  Bernard  Kilgore, 
longtime  chief  of  Dow  Jones  and  creator  of 
the  Wall  Street  Journal  in  its  modern  form, 
retired  because  of  failing  health.  His  lawyer 
noticed  that  the  terms  of  his  retirement 
agreement  exactly  matched  the  circumstances  that 
were  set  forth  in  the  Louis  B.  Mayer  amendment.  As  a 
result,  Kilgore's  $3.5  million  settlement  qualified  for 
capital  gains  treatment. 

The  Mayer  amendment  didn't  get  a  third  chance. 
Congress  excised  it  after  Kilgore's  use.  "Nowadays," 
notes  Price  Waterhouse  tax  expert  Leon  Nad,  "a  second 
person  would  never  get  the  benefit.  The  bill  would  also 
say  you  had  to  be  five-eight  and  bald-headed." — L.S. 


PLAINLY  MORE. 

Canon's  new  FAX-620  brings  the  convenience  of  plain  paper  facsimile 
to  more  businesses  than  ever  before. 

Now  there's  a  plain  paper*  facsimile  within  reach  of  most  any  budget.  The  new  Canon  FAX-620. 
It  not  only  prints  your  messages  with  superb  clarity  on  paper  as  good  as  the  original, 

it  transmits  halftones,  too.  And  speed-dials  up  to  49  locations,  sending  a  crisp,  clear  page 
in  seconds.  It  also  sends  confidential  messages  and  relay  commands  to  another  Canon  fax  with 

compatible  features.  All  for  a  price  that  makes  plain  paper  facsimile  just  plain  affordable. 
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made  investments  based  on  certain 
tax  laws,  and  they  changed  the  rules 
in  midstream,"  protests  Hardage.  "It 
wasn't  fair."  Enough  congressmen 
agreed  with  Hardage  to  make  it  fair, 
for  him. 

Xavier  Roberts,  the  Cabbage  Patch 
king,  got  help  from  Representative  Ed 
Jenkins  (D-Ga.).  Jenkins  represents 
Cleveland,  Ga.,  where  Roberts  lives 
and  works.  Roberts'  company,  Origi- 
nal Appalachian  Artworks,  was  hav- 
ing to  pay  taxes  of  up  to  70%  of  its 
income  because  it  was  classified  as  a 
personal  holding  company  by  the  IRS. 
But  now  Roberts'  licensing  fees  from 
toymaker  Coleco  for  Cabbage  Patch 
dolls  will  be  free  from  personal  hold- 
ing company  taxes  going  back  to  1982 
and  forward  to  forever,  thanks  to  Jen- 
kins' good  offices.  The  artwork  com- 
pany can  now  collect  tax  refunds  for 
the  years  1982-85. 

How  did  Roberts,  who  owns  virtu- 
ally all  of  Original  Appalachian 
Artworks'  stock,  rate  such  help?  Rob- 
erts declines  to  discuss  the  matter.  A 
staffer  for  Representative  Ed  Jenkins 
was  more  helpful.  "[Roberts']  attor- 
ney screwed  up,"  he  said,  "and  it  was 
unfair  for  him  to  be  caught  in  a  tax 
trap  for  the  unwary." 

Should  all  incompetent  attorneys 
be  bailed  out?  "We  didn't  bail  out  the 
attorney,"  counters  the  staffer.  "We 


helped  a  constituent." 

Don't  imagine  all  constituents  are 
equal.  "There  are  thousands  of  people 
out  there  who  have  gotten  hurt,"  says 
Ernst  &  Whinney  tax  expert  David 
Berenson.  "To  some  of  them  a 
$50,000  hurt  is  even  more  devastating 
than  the  $5  million  hurt  is  for  some- 
one who  can  afford  big-time  legal 
counsel  and  big-time  involvement 
with  a  congressman." 

Congressional  revenue  estimators 
say  taxpayers  will  pay  about  $6  mil- 
lion to  fund  the  Cabbage  Patch  provi- 
sion. But  estimates  tend  to  fall  on  the 
low  side.  Bangor,  Me. -based  Peat 
Products  of  America,  a  cogeneration 
project,  got  a  depreciation  tax  break 
that  its  chief  executive  officer,  Law- 
rence Gerahian,  quickly  estimates  at 
$3  million  to  $4  million.  Revenue  es- 
timators for  the  break  put  it  down  as 
costing  $1  million. 

How  did  the  lucky  recipients  of 
these  breaks  actually  come  by  them? 
Insiders  note  that  for  every  break  that 
made  it  into  the  bill,  dozens  didn't. 
"These  things  were  pure  pork  barrel/' 
says  Ernst  &.  Whinney's  Berenson. 
"They  were  ladled  out  to  the  con- 
gressmen who  played  the  game  ac- 
cording to  the  rules." 

Getting  a  favor  appears  easier  if 
your  congressman  happens  to  be  well 
placed.   Representative   Don  Pease 


(D-Ohio),  who  helped  the  Horvitz 
family  get  their  special  break,  is  a 
member  of  the  House  Ways  &.  Means 
Committee.  He  says  that  he  got 
"nearly  all"  of  the  "10  or  12"  breaks 
that  he  asked  for. 

Presumably  it  did  not  hurt  their 
cause  that  the  Horvitzes  own  two 
newspapers  that  have  endorsed  Don 
Pease  for  Congress,  though  he  insists 
that  they  "get  plenty  of  editorial  licks 
in,  too." 

Ed  Jenkins,  who  aided  Roberts  with 
his  Cabbage  Patch  problem,  is  also  on 
the  committee.  And  Roberts  just  hap- 
pened to  ship  300  original  Cabbage 
Patch  dolls  (retail  value:  $135  each)  to 
Jenkins'  office  this  past  Christmas; 
the  congressman  gave  them  to  his 
best  friends  in  the  House  and  Senate 
as  Christmas  presents.  Was  there  a 
connection  with  Roberts'  transition 
rule?  "No  connection  at  all,"  insists  a 
staffer  for  Jenkins. 

Sometimes  the  path  is  less  direct. 
Patriots  owner  Sullivan  says  his  spe- 
cial rule  was  effected  by  Ropes  & 
Gray  partner  Eric  Elfman,  who 
worked  at  the  Treasury  Department 
before  joining  the  Boston  law  firm. 
Ropes  &  Gray,  says  Sullivan,  "are  re- 
puted to  be  the  best  law  firm  in  Bos- 
ton, and  I  can  tell  you  that  they  are 
the  most  expensive."  Money,  it 
seems,  well  spent.  ■ 


SIMPLY  MORE. 

For  its  small  size  and  price,  Canon's  new  FAX-230  outperforms 
every  other  facsimile  in  its  class* 

Small  enough  to  fit  on  any  desk,  the  new  FAX-230  does  things  no  other  fax 
in  its  price  range  can.  Like  send  picture-perfect  halftones.  Even  confidential  messages  and 
relay  commands  like  the  FAX-620.  And  with  speed-dialing  plus  transmission  in  seconds, 
it's  simply  the  most  reasonable  way  to  .put  big  fax  performance  in  any  office. 


FAX-620  and  FAX-230  shown  wilh  optional  telephone 
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Want  to  buy  a  piece  of  Sylvester  Stallone's 
next  film?  You  can,  but  remember,  Stal- 
lone is  first  in  line. 


Is  there  life 
beyond  Rambo? 


By  Alex  Ben  Block 


If  the  exploits  of  Sylvester  Stal- 
lone's supercommando  John 
Rambo  have  been  a  smash  at  the 
box  office,  they  have  been  a  flop  on 
Wall  Street. 

We  are  talking  here  about  Carolco 
Pictures,  the  company  that  produced 
the  first  two  Rambo  shoot- 'em-ups 
and  which  owns  the  rights  to  as  many 
more  as  it,  and  the  public,  can  stom- 
ach. Carolco  raised  $29  million  when 
it  went  public  last  November  at  $9  a 
share.  But  since  then  it  has  traded  as 
low  as  67/s  and  is  now  about  7. 


At  first  glance,  it  is  not  too  hard  to 
see  why.  By  the  time  the  public  was 
cut  into  the  deal,  the  big  profits  from 
the  first  two  Rambos  had  already  been 
carted  away.  The  first  two  films 
grossed  $390  million  between  them, 
but  last  year,  with  no  new  releases, 
Carolco's  revenues  fell  to  $32  million, 
and  profits  were  $12  million  (49  cents 
a  share). 

Now  Carolco  is  spending  an  extrav- 
agant $40  million  to  make  the  third 
Rambo,  as  much  as  it  cost  to  make 
the  first  two  combined.  But  look 
where  the  money  is  going:  A  major 
chunk  is  Stallone's  $16  million  salary 


o  Cochairmen  Mario  Kassar  and  Andrew  Vajna 

at  the  box  office,  but  so  far  a  flop  on  Wall  Street. 


(he  also  gets  a  hefty  percentage  of  an1 
profits).  In  short,  the  investors  are  a 
the  end  of  a  very  long  line.  Unless  th 
next  movie  is  a  supersmash,  they  ma' 
never  see  a  dime. 

Shooting  on  the  third  film  has  al 
ready  been  delayed  twice  because  ou 
muscular  hero  can't  make  up  hi 
mind  where  he  wants  to  film  it.  Mexi 
co  was  the  first  choice,  then  Las  Ve 
gas;  now  it's  Morocco,  or  is  it  Israel 
To  make  matters  worse,  Hollywoot 
rumors  say  that  Stallone  was  si 
shocked  by  the  negative  critical  an« 
listless  box  office  reception  for  hi 
latest  movie,  Over  the  Top,  that  he  i 
rewriting  the  next  Rambo  to  be  mon 
philosophical,  in  the  vein  of  Oscar 
winner  Platoon.  Such  talk  elicit 
quick  denials  from  Andrew  Vajna  anc 
Mario  Kassar,  the  industry  veteran: 
who  own  87%  of  Carolco.  They  insis 
that  Stallone  cannot  turn  the  movi« 
into  a  talky-thinky  film  punctuatec 
with  a  little  machine-gun  fire 
"Rambo  is  an  action/adventure  film 
so  if  you  take  out  the  action,"  say) 
Vajna,  "you  don't  have  a  film." 

When  completed,  the  new  Rambc 
is  almost  certain  to  do  well  at  the  boj 
office,  but  will  it  do  well  enough  tc 
get  back  Carolco's  $40  million  plu.' 
Tri-Star  Pictures'  distribution  costs 
Probably,  but  nothing  is  guaranteed  ir 
this  business. 

The  only  non-Rambo  films  Carolcc 
has  produced  have  hardly  beer 
smashes.  The  $17  million  cul 
mystery  Angel  Heart,  starring 
Mickey  Rourke  and  Lisa  Bonet 
with  a  longish  cameo  by  Rober 
De  Niro,  stirred  up  lots  of  con 
troversy  but  not  much  box  of 
fice.  Extreme  Prejudice,  a  moderr 
western  with  Nick  Nolte  as 
taciturn  Texas  Ranger,  cost  $2c 
million  and  met  with  a  tepic 
reception  when  it  opened  ir 
April.  Carolco's  upcoming  film 
seem  slightly  more  promising 
Dimitri  is  a  $20  million  detec 
tive  adventure  set  in  Chicagc 
and  starring  the  very  bankabk 
Arnold  Schwarzenegger;  and  An 
America  is  an  action-comed> 
that  likely  will  star  Bill  Murray 
What  then,  besides  Rambo 
does  Carolco  have  going  for  it  i 
Savvy  management  has  founc 
ways  to  keep  a  lid  on  overheac 
by  farming  out  movie  distribu- 
tion and  marketing.  Toy  licens- 
ing, mainly  on  Rambo,  has  done 
okay.  And  an  increasing  chunk 
of  sales  comes  from  licensing 
movies  made  by  others  in  for- 
eign markets.  Which  plays  right 
to  the  strength  of  Carolco's  twc 
principals.  Andrew  Vajna,  42> 
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"We're  spending  $100  milliiL 
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1986  Agency  Premiums 


Circle  Agents 


$1.6  Billion 


All  Agents 


%12  Billion 
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It's  The  Time  Machine®  Plus.  And  we're  giving  it  to  1 ,70( 
top  independent  agents— our  "Circle"  Agents.  This  com- 
puter-to-computer link  delivers  personal  policies  over- 
night. And  quotes  in  minutes.  Soon  it  will  do  the  same  fa 
commercial  policies  and  become  a  marketing  tool  as  we 
The  payoff  is  stronger  ties  to  Circle  Agents,  better  servic 
and  productivity  gains.  Our  1 ,700  Circle  Agents-43%  c 
our  independent  agency  force — produced  over  70% 


n  a  new  automation  system  and  giving  it  away." 


1  "Smart." 

>1 .6  billion)  of  our  1 986  agent  premiums.  By  the  end  of 
987  most  Circle  Agent  business  will  be  processed  via 
he  Time  Machine®  Plus. 

The  Time  Machine®  Plus.  Just  one  of  our  initiatives  to 
uild  market  leadership  positions  by  focusing  on  dis- 
ibutor  needs.  For  our  latest  annual  report,  write:  The 
ontinental  Corporation,  Dept.  CCRG,  180  Maiden  Lane, 
Jew  York,  NY  10038.  Or  call  (212)  440-7747. 


The  Continental  Corporation 

We  have  the  future  covered 
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Since  the  late  1970s  California  s  Humboldt 
County  has  depended  on  a  lovely  cash 
crop.  The  problem?  The  crop  is  illegal. 

Getting  straight 


was  born  in  Hungary,  raised  in  Los 
Angeles  and  made  his  first  fortune  in 
Hong  Kong,  manufacturing  wigs  and 
later  blue  jeans.  In  the  early  1970s 
Vajna  bought  two  Hong  Kong  movie 
theaters,  which  led  him  to  become  a 
film  licensing  agent  in  the  Far  East. 

Mario  Kassar,  35,  born  in  Beirut  and 
raised  in  Rome,  became  a  sales  agent 
for  movies  at  age  18,  specializing  in 
the  Middle  East.  He  teamed  up  with 
Vajna  in  1975  because  they  could  get 
better  terms  by  buying  rights  to  mov- 
ies for  both  the  Far  East  and  the  Mid- 
dle East. 

And  then  there  is  Peter  Hoffman, 
37,  a  top  tax  attorney  who  was  named 
president  of  Carolco  last  year.  A  tax 
attorney?  But  of  course.  Carolco  is 
structured  to  take  maximum  profits 
from  its  foreign  sales.  While  U.S. 
movie  revenue  flows  into  the  U.S. 
parent  company,  which  pays  some 
taxes,  all  foreign  income  (half  of  Car- 
olco's  revenue)  goes  to  a  subsidiary  in 
the  Netherlands  Antilles,  owned  by 
another  subsidiary  in  Holland.  Those 
funds,  currently  just  over  $90  million, 
show  up  as  income  for  the.  U.S.  com- 
pany but  are  not  taxed  so  long  as  the 
money  isn't  brought  back  for  distribu- 
tion as  dividends.  Carolco  has  no  in- 
tention of  bringing  the  money  home. 
Carolco  uses  that  money  to  make 
movies  with  tax-free  dollars. 

Carolco's  latest  move  was  designed 
to  give  it  a  bigger  share  of  video  reve- 
nues. For  just  $350,000  cash  plus  as- 
sumption of  a  $3  million  note  and  a 
guarantee  for  $25  million  in  bank 
credit,  Carolco,  last  year,  bought  In- 
ternational Video  Entertainment,  a 
videocassette  distributor.  Carolco  in- 
stalled Jose  E.  Menendez,  42,  former 
chief  operating  officer  of  RCA  Rec- 
ords, as  chairman  about  eight  months 
ago  and  turned  sales  and  distribution 
over  to  MCA,  which  has  an  option  to 
buy  20%  of  IVE.  Menendez  has  come 
up  with  innovations  that  sharply  cut 
production  costs,  helping  Internation- 
al Video  boost  its  share  of  the  lucra- 
tive business  of  reproducing  cassettes 
for  others.  This  year  it  could  do  $45 
million  in  sales,  with  $7  million  in 
profit.  Menendez  predicts  sales  of 
$120  million  next  year. 

Carolco  says  it  hopes  Stallone 
wants  to  play  Rambo  for  many  years, 
but  Vajna  seems  convinced  the  box 
office  will  support  a  Rambo  IV,  V,  VI .  .  . 
with  or  without  Stallone.  "We  have 
always  designed  it  to  be  like  the  James 
Bond  series,"  says  Vajna. 

He  had  better  be  right.  With  a  mar- 
ket capitalization  of  $200  million, 
Carolco  remains  essentially  a  bet  on 
Rambo 's  durability.  Gentlemen,  place 
our  bets.  ■ 


By  Blare  Beauchamp 

Come  summer  the  backcountry  of 
California's  north  coast  fills  with 
legions  of  vacationers,  come  to  gape  at 
300-foot-tall  redwoods,  to  fish  the 
clear-running  streams  and  coastal  wa- 
ters for  trout  and  salmon,  and  to  ad- 


mire the  charming  century-old  Vic- 
torian homes  of  Eureka  and  Areata. 
This  summer,  as  for  the  past  four, 
another  group  will  settle  in  for  the 
season:  an  army  of  heavily  armed  law- 
men in  bullet-proof  vests  who  buzz 
the  wooded  hills  in  helicopters. 
Since  1983  the  Campaign  Against 


Humboldt  County  Sheriffs  Sergeant  Frank  Burkliart  and  seized  marijuana 
Pot's  costs  outweighed  its  benefits. 
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Competition  - 

the  incentive  to  do  better. 


UBS  -  committed  to  excellence. 


USA  in  the  United  States:  Branch  Offices  in  New  York,  Chicago,  Houston  and 
Los  Angeles;  Representative  Office  San  Francisco.  Subsidiary:  UBS  Securities  Inc. 
New  York.  UBS  in  Canada:  Toronto,  Montreal,  Calgary.  Head  Office:  Union  Bank 
of  Switzerland,  Bahnhof strasse  45,  CH-8021  Zurich. 
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ComputerLand 

The  one  thing  to  know  about  computers? 

ComputerLand  Corporation. 


Marijuana  Planting  (CAMP)  has  speni 
more  than  $9  million  of  federal  and 
state  money  in  an  effort  to  curb  Cali- 
fornia's burgeoning  pot  crop,  estimat- 
ed to  be  worth  between  $1  billion  and 
$3  billion  (wholesale)  a  year.  State- 
wide, CAMP  has  arrested  or  issued, 
arrest  warrants  for  757  people  andl 
seized  more  than  half  a  million  plants 
with  an  estimated  wholesale  value  of 
$1.2  billion. 

Nowhere  has  CAMP's  hand  been 
heavier  than  Humboldt  County  (pop. 
1 13,000)  in  the  so-called  Emerald  Tri- 
angle (Humboldt,  Mendocino  and 
Trinity  counties),  which  produces  a 
high-octane  marijuana  known  as  sin- 
semilla.  Spanish  for  "seedless,"  sinse- 
milla  is  many  times  stronger  than  the 
famed  Panama  Red  and  other  mind- 
blowers  of  yesteryear.  It  is  also  many 


Confiscated  sinsemilla 
Big  growers  have  left. 


times  as  expensive,  as  much  as  $85  for 
an  eighth  of  an  ounce  at  retail.  Over 
the  past  three  summers  CAMP  has 
made  more  than  400  raids  in  Hum- 
boldt, arrested  117  people,  seized 
$500,000  worth  of  real  and  personal 
property  and  ripped  up  nearly  200,000 
plants  worth  more  than  $400  million. 

The  result:  Big-time  growers,  no 
longer  able  to  grow  100  to  200  plants 
in  a  clearing,  have  either  quit  the 
business  or  moved  out  of  the  area. 
Many  are  rumored  to  have  moved 
north  to  Oregon. 

For  residents  CAMP  is  a  mixed 
blessing.  Drug-related  violence  is 
down:  In  1981  Humboldt  reported  13 
drug-related  murders.  Last  year  there 
were  none.  But  since  the  late  1970s 
the  money  from  marijuana  had  also 
propped  up  an  otherwise  teetering 
economy.  Car  dealers  did  a  booming 
trade  in  four-wheel-drive  trucks  and 
luxury  import  sedans.  Garden  supply 
stores  sold  miles  of  plastic  pipe  for 
irrigation,  tons  of  organic  fertilizer 
and  hundreds  of  water  pumps  and 
generators.  Travel  agents  booked 
growers  on  South  Sea  cruises  after  the 
fall  harvest.  Local  bars,  restaurants 
and  hotels  played  host  to  "harvest 
parties"  paid  for  with  rolls  of  hun- 
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Four  reasons  why  Upjohn's  commitment  to  improving 
the  quality  of  life  is  greater  than  ever. 


Four  lives,  filled  with  potential.  For  over  100 
ears,  The  Upjohn  Company  has  devoted  itself  to 
improving  the  quality  of  life. 

Now,  with  the  dawn  of  its  second  century, 
Jpjohn  is  renewing  its  commitment.  In  keeping 
/vith  a  long  history  of  caring,  we  are  rededicating 
Jpjohn's  worldwide  resources  to  a  fresh  struggle 
against  life's  most  serious  diseases. 

Already,  it  is  producing:  a  new  way  to  stimulate 
the  body's  own  defenses  against  cancer;  a  new 


anticoagulant  for  coronary  clots  that  doesn't 
leave  the  body  vulnerable  to  bleeding;  and  a 
whole  new  approach  to  relief  of  hypertension. 

As  modern  science  surges  ahead,  all  lives 
benefit.  But  the  real  beneficiaries  are  the 
generations  to  come.  Theirfuture  is  Upjohn's 
future. 

We  can  hardly  lT»%Stf*liwi 
wait  for  our  new  Upjtfllll 

century  to  unfold. 


dred-dollar  bills.  Nearly  everyone 
benefited — except  perhaps  for  the  end 
consumers. 

"Marijuana,"  maintains  Wallace 
Martins,  a  pawnbroker  in  Eureka 
(pop.  25,000),  "is  what  kept  this  town 
alive.  The  business  people  here,  they 
benefited.  They  won't  talk  about  it, 
though."  One  who  will  is  car  dealer 
Danney  Harper.  "I'm  still  selling 
cars,"  says  Harper,  but  now  it's  maybe 
25  BMWs  a  year,  down  from  40  a  few 
years  ago.  And  fewer  buyers  are  pay- 
ing cash:  Federal  authorities  have 
been  looking  at  transactions  wherein 
automobiles  and  rural  land  are  bought 
for  cash. 

The  underground  economy  has  long 
been  important  in  Humboldt. 
During  Prohibition  there  were 
the  moonshiners.  Today  fisher- 
men who  work  the  waters  for 
salmon  and  other  fish  out  of 
Humboldt  Bay  are  said  to  trade 
videotape  recorders  and  televi- 
sion sets  for  fish  with  Russian 
fishermen  in  the  trawlers  that 
ply  the  international  waters, 
200  miles  off  the  coast.  Marijua- 
na came  along  in  the  early 
1970s,  first  grown  by  long- 
haired, back-to-the-land  drop- 
outs. Humboldt  County  pot 
quickly  became  famous  as  the 
"primo  of  the  primo"  among 
the  nation's  20-million-plus  pot 
smokers,  thanks  to  the  area's 
rich  soil  and  mild  climate. 

By  the  late  1970s  big-time 
growers  had  moved  in  on  the 
amateurs.  The  economics  were 
compelling.  It  costs  around 
$200  to  grow  one  mature  sinse- 
milla  plant  outdoors.  That  plant 
can  yield  a  pound  or  more  of 
resinous  buds  that  last  year 
went  for  $3,400  at  wholesale. 
Those  margins  tempted  not 
only  the  professionals  and  so- 
ciety's dropouts.  A  prominent 

Eureka  jeweler  was  convicted  in   

1985  of  growing  more  than  300  sinse- 
milla  plants  in  his  barn.  "For  a  time," 
says  CAMP  commander  Jack  Bee- 
cham,  "growing  pot  was  a  high-profit, 
low-risk  enterprise." 

Are  Humboldt  residents  more 
crime-prone  than  people  elsewhere? 
Not  necessarily,  but  they  have  to  live, 
and  the  federal  government  has  made 
it  difficult  for  them  to  live  by  legiti- 
mate means.  Timber,  still  the  main- 
stay industry,  has  declined  steadily 
since  the  1960s,  when  large  parts  of 
Humboldt  County  were  set  aside  as 
national  parks  and  forests.  By  1985 
real  wages  in  the  manufacturing  sec- 
tor jmainly  wood  products)  were  38% 
-  distant  1967  dollars)  than  in 


1972.  In  the  1970s  the  federal  govern- 
ment, concerned  about  overfishing, 
set  quotas  on  many  of  the  fish  caught 
by  boats  working  out  of  Humboldt 
Bay.  The  county's  unemployment 
rate  is  chronically  well  above  the 
state  average. 

Laments  Robert  Auker,  who  owns  a 
Eureka  bike  store:  "Growers  used  to 
come  down  and  buy  five,  six  bikes  at  a 
time — twelve  hundred  bucks.  No 
more."  Hardest  hit  have  been  the  tiny 
towns  of  Garberville  and  Redway 
(combined  pop.  3,000),  in  southern 
Humboldt  County,  the  center  of  pot 
cultivation.  In  CAMP's  wake,  recalls 
Stanton  Templeton,  a  sergeant  with 
the  California  Highway  Patrol,  "It 


Eureka  car  dealer  Danney  Harper 
Selling  fewer  BMWs. 


seemed  like  there  was  a  business  a 
week  closing."  He  ticks  off  a  Radio 
Shack,  a  furniture  store  and  a  radio 
station. 

While  the  local  papers  still  run  pro- 
vocative advertisements  for  40-acre 
parcels  with  "year-round  water, 
locked  gates  and  southern  exposure," 
prices  are  off  15%  to  30%  or  more 
from  the  pre-CAMP  peaks. 

Local  merchants  are  doing  what 
they  can  to  survive.  Restaurants  and 
other  retail  stores  are  coping  by  cut- 
ting back  on  hours.  At  Garberville's 
Orange  Cat  bookstore,  which  carries  a 
rack  of  titles  like  Marijuana  Botany 
and  The  Secret  Garden-Marijuana  be- 
tween the  Holy  Bible  and  books  on 


child  care,  Kathy  Epling  says  business 
is  down  and  would  be  worse  if  she 
hadn't  started  a  mail-order  service.  At 
Astral  Travel  Service,  Paul  Hoeflich, 
the  Samoan-born  manager,  recently 
installed  a  toll-free  number  to  try  to 
expand  his  business  out  of  the  area. 

Still,  despite  the  economic  distress 
and  the  paramilitary  presence,  Hum- 
boldt County  residents  these  days 
generally  support  CAMP.  This  is  a 
turnaround  from  the  late  1970s  when 
Humboldt  turned  down  federal  anti- 
narcotics  money.  What  turned  public 
opinion,  residents  say,  was  the  vio- 
lence that  came  along  with  the  good 
times.  "Public  lands,"  says  Humboldt 
County  Sheriff  David  Renner,  "were 
becoming  inaccessible  to  the 
public,  what  with  booby  traps, 
electronic  alarms  and  confron- 
tations at  gunpoint." 

Like  a  recovering  addict, 
Humboldt's  economy  is  show- 
ing some  modest  improvement. 
Unemployment,  last  year  9.1%, 
is  down  from  16.7%  in  1982, 
reflecting  the  recovery  in  the 
timber  industry.  A  plan  to  in- 
crease the  timber  harvest  on  na- 
tional forest  land  would  create 
hundreds  of  jobs,  but  environ- 
mentalists are  fighting  it.  The 
fishing  industry  is  expecting  a 
good  year  after  several  disas- 
trous seasons  because  of  the  El 
Nino  current.  Eureka  is  build- 
ing a  shopping  mall  south  of 
downtown  and  a  large  hotel  on 
Humboldt  Bay,  the  latter  in 
hopes  of  attracting  convention 
trade.  Garberville  is  hoping  to 
build  a  similar  conference  facili- 
ty. Retirees  are  flocking  to  the 
area,  snapping  up  relatively 
cheap  land  and  homes. 

Despite  CAMP,  marijuana 
still  grows.  But  the  growers  are 
more  discreet.  To  avoid  suspi- 
cion, growers  are  making  big- 

  ticket  purchases  outside  the 

county.  There  are  still  200  to  300  full- 
time  growers  in  the  county  and  "sev- 
eral thousand"  people  who  raise  a  few 
plants  each  year  to  supplement  their 
incomes,  estimates  Sheriff  Renner. 

Little  wonder  people  are  willing  to 
take  their  chances:  Shortages,  or  fear 
of  shortages,  have  driven  the  whole- 
sale price  for  a  pound  of  Humboldt 
sinsemilla  from  $400  in  the  mid- Sev- 
enties to  $3,400  in  1986.  CAMP 
claims  to  have  seized  more  than  40% 
of  last  year's  crop,  believed  to  be 
worth  more  than  $340  million.  To 
elude  CAMP,  growers  are  widely  dis- 
persing plants,  hiding  them  with  cam- 
ouflage netting  or  moving  production 
indoors  under  artificial  lights.  ■ 


96 


FORBES,  JUNE  1,  1987 


it  she 
ice.  At 


try  to 
area, 
istres! 
Hum. 
!  days 
is  is  a 
'When 
lanti- 


iddict, 
show- 
mem 
9.1% 
198] 
ii  tlx 
to  iff 
on  nj' 
create 
raoo- 
:.  Tht 


Because  without 
the  right  tools  you  can't 
get  ahead. 


The  Canon  AP  500  Electronic  Typewriter  will  bring  your  office  up  to  speed. 

For  starters  the  AP  500  comes  with  a  long  list  of  time  saving  features  like  automatic 
d  print,  centering  and  line  framing  for  charts-everything  you'd  expect  from  an  electronic. 
Then  the  AP  500  zooms  into  high-gear  with  a  full  page  correction  memory,  plus  a 
memory  that  stores  up  to  16  pages.  And  our  global  search  and  replace 
•  r  1  block  move/copy/delete  functions  make  editing  a  breeze. 

Now,  add  on  the  options-a  half-page  CRT  screen  for  flawless  typing, 
a  90,000  word  dictionary  that  catches  spelling  errors  and  suggests 
ions-and  you've  got  one  powerful  machine. 
For  even  more  power  there's  the  AP  550,  with  a  memory  that  goes  up 
>4K.  For  simpler  typing  needs,  there's  the  AP  400.  And  with  over  750 
ion  dealer  locations  coast  to  coast,  service  is  never  a  problem. 

So  remember:  Four  wheel  drive  won't  help  if  you're  riding  a  tricycle. 
Canon  typewriters.  With  Canon  you're  sure  to  take  the  lead. 

For  more  information  on  Canon's  full  line  of  electronic  typewriters 
800453-1900.  CailOll. 
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Enioy  easy  extended  payments  with  Canon  Credit  Card 
Ask  lot  details  al  participating  Canon  dealers  and  retailers  Available  only  in  U  S 
Canon  USA..  Inc..  One  Canon  Plaza,  Lake  Success.  NY  11042  ©  1987  Canon  U  SA.  Inc 


HOW  SUCCESSFUL  COMPANIES  TYPE 


California's  crop  innovators  and  farm  en- 
trepreneurs are  producing  a  harvest  richer 
and  more  resilient  than  before.  More  rea- 
son for  midwestern  brethren  to  be  envious. 


Designer 
tomatoes 


By  Ellen  Paris 


T|  he  old  line  is  that  someone 
once  tipped  the  U.S.  and  all  the 
fruits  and  nuts  rolled  into  Cali- 
fornia. For  most  farmers  elsewhere 
it's  no  joke.  California's  richly  diverse 
harvest  of  fruit  and  nuts,  as  well  as 
artichokes,  asparagus,  broccoli,  ol- 
ives, cauliflower  and  brussels  sprouts, 
makes  it  the  largest  and  most  prosper- 
ous agricultural  state  in  the  nation. 
And  its  lead  is  widening. 

Last  year  California  farmers'  cash 
receipts  totaled  an  estimated  $14.4 
billion,  up  from  $13.9  billion  the  year 
before,  and  bushels  ahead  of  Iowa,  the 
number  two  farm  state,  with  $8.8  bil- 
lion. Fresno  County,  the  raisin  capital 
of  the  country — and  probably  the 
world — and  the  state's  largest  produc- 
ing county,  last  year  cultivated  its 
biggest  total  gross  return  ever,  some 
$2.1  billion. 

Blessed  with  soil  and  climate  that 
allow  a  stunning  and  lucrative  diver- 
sification, California  produces  more 
than  250  different  crops,  including  or- 
anges, lemons,  cherries,  raisins  and 
onions,  plus  flowers  and  other  nurs- 
ery products.  It  is  essentially  the 
country's  sole  supplier  of  almonds, 
walnuts  and  pistachios.  This  bounti- 
ful variety  has  kept  California  from 
falling  into  the  horrendous  boom  and 
bust  cycles  that  have  afflicted  farmers 
in  the  Midwest.  There,  in  the  coun- 
try's wheat  and  corn  belts,  hopes  of 
better  times  are  only  beginning  to  re- 
appear. California  agriculture  is  snap- 
ping back  sure  and  strong.  "Right  now 
we  have  more  business  than  we  can 
keep  up  with,"  says  Jeff  Brothers,  a 
Watsonville,  Calif,  flower  grower, 
\  ho  says  his  business  has  blossomed 
0,000  in  sales  in  1 982  to  $  1 .4 
million  this  year. 

Ith  conscious  Americans  have 


themselves  nourished  the  market  for 
traditional  veggies.  Now,  innovative 
California  farmers  are  taking  diversi- 
fication an  important  and  profitable 
step  further.  Radiccio  (similar  to  Ital- 
ian endive),  Venetian  broccoli,  cheri- 
moya  (a  subtropical  fruit),  chayote  (a 
Mexican  squash),  jujube  (a  Chinese 
date),  feijoa  (a  tropical  fruit  similar  in 
flavor  to  a  pineapple)  are  just  a  few  of 
the  exotic  fruits  and  vegetables  Cali- 
fornia growers  have  added  to  their 
crop  list.  "More  Americans  are  travel- 
ing abroad.  They  eat  radiccio  in  Italy, 
they  come  home,  find  it  in  upscale 
restaurants  and  eventually  it  filters 
down  to  retail,"  explains  Roberta 
Cook,  an  agricultural  economist  at 
the  University  of  California  at  Davis. 

Beyond  that  is  the  growing  mini- 
industry  in  what  you  might  call  de- 
signer fruits  and  vegetables.  Take  Sun 
World  International,  a  large  Califor- 
nia fruit  and  vegetable  marketer  in 
Indio.  Sun  World's  hottest  additions 
to  the  produce  section  these  days  are 
the  DiVine  Ripe  tomato  (which  cost 
over  $1  million  to  develop)  and  the  Le 
Rouge  Royale  red  pepper.  The  usual 
supermarket  tomato,  at  about  49 
cents  to  69  cents  a  pound  wholesale 
(during  the  summer),  is  a  tasteless 
article  with  a  juiceless  center  and  can- 
vas-thick skin,  bred  for  shipping  in- 
stead of  eating.  Sun  World's  DiVine 
Ripe  tomato,  in  contrast,  is  succulent, 
tastes  almost  as  good  as  homegrown, 
is  not  ripened  artificially  and  whole- 
sales for  around  99  cents  to  $1.29  a 
pound.  Sun  World  is  selling  all  it  can 
ship.  And  salad  lovers  are  willing  to 
pay  from  25  cents  to  50  cents  more 
per  pound  for  Sun  World's  Le  Rouge 
Royale,  a  sweet  and  mild  flaming  red 
pepper,  than  for  ordinary  bell  peppers. 
Next  from  the  Sun  World  stable:  a 
seedless  watermelon  with  more  ed- 
ible fruit  than  ordinary  watermelons. 


Bob  Holmgren 


Faced  with  chronically  weak  export 
markets,  California  growers  of  tradi- 
tional commodity  crops — cotton, 
wheat,  rice,  barley,  alfalfa  and  hay — 
are  also  getting  the  diversification 
message.  In  Fresno  last  year  gross  pro- 
duction value  for  field  crops  like 
grain,  hay,  rice  and  cotton  were  all 
down  more  than  11%,  but  there  were 
big  production  gains  in  fruits,  nuts 
and  nursery  products.  "What  we're 
seeing  now  is  crop  shifts  from  wheat, 
cotton  and  barley  with  increases  in 
acreage  into  broccoli,  cauliflower,  let- 
tuce and  peppers,"  says  Cosmo  Insa- 
laco,  Fresno's  agricultural  commis- 
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Stephen  Dilg  in  his  almond  grove 

Last  year  he  received  the  highest  price  in  six  years. 


sioner.  Salyer  American,  one  of  Cali- 
fornia's largest  cotton  producers,  with 
over  45,000  acres  and  $100  million  in 
sales,  has  added  another  10,000  acres 
growing  broccoli,  cauliflower  and  oth- 
er vegetables.  "We  wanted  to  spread 
the  risk,"  says  Rick  Gambnl,  Salver's 
director  of  marketing.  "We  expect  to 
double  our  vegetable  acreage  over  the 
next  18  months." 

Vegetables,  in  addition,  offer  more 
efficient  land  use  (in  the  Mediterra- 
nean climate  of  California  they  pro- 
duce three  crops  a  year  instead  of  one 
for,  say,  cotton)  as  well  as  higher  mar- 
gins. That's  a  key  consideration  since 


land  in  the  West  is  under  constant 
pressure  from  real  estate  developers. 
Between  1981  and  1985,  the  most  re- 
cent figures  available,  total  California 
acres  under  cultivation  dropped  from 
9.7  million  to  8.7  million,  in  part  be- 
cause of  real  estate  development.  In 
addition,  specialty  crops  can  be  raised 
on  small  plots  of  land.  So  in  southern 
California's  Orange  County,  where 
farmland  has  been  turning  into  office 
buildings  and  tract  homes  for  several 
decades,  farmers  are  looking  for 
"crops  that  produce  the  most  money 
on  the  smallest  amount  of  land,"  says 
Thelma  Moses,  executive  director  of 


Sun  World's  Le  Rouge  Royale 
One  hot-selling  pepper. 
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Being  the 
#2  no-load 
mutual  fund 
isn't  bad. 


Especially 
when  you're 
also#l. 


Twentieth  Century's  Select  Investors  and  Growth 
Investors  were  recently  rated  the  #1  and  #2  no-load 

mutual  funds  in  the  country  by  Lipper  Analytical  Services 
for  their  performance  over  a  15 -year  period  ending 
March  31,  1987*  To  learn  more  about  the  winning 
performance  of  Twentieth  Century's  family  of  10  funds, 
just  call  or  write  for  a  free  Prospectus.  Please  read  the 
Prospectus  carefully  before  investing. 


Call  toll-free: 


1-800-345-2021 


Please  send  a  free  Pi 
|  Name  


Prospectus  to: 


Address_ 


City  

tl     State  ZIP  

EO.  Box  419200,  Kansas  City,  MO  64141-6200 

No-Load,  No-Minimum  Mutual  Funds 


-.is  tanking  tellecis  past  performance  and  is  not  a  projection  for  the  future. 


Jeff  Brothers,  flower  grower 
Business  is  blooming. 


the  Orange  County  Farm  Bureau. 

Another  attraction  of  many  specia 
ty  crops  is  that  they  lend  themselve 
so  nicely  to  export,  particularly  wit 
the  weak  dollar.  And  since  1986  th 
state,  in  a  joint  venture  with  industr 
has  spent  some  $10  million  on  promc 
tion  and  marketing  programs  abroat 
Results?  Last  year  California  sol 
65%  of  its  almond  crop  to  Japan  an 
Europe.  Stephen  Dilg,  a  Sacrament 
Valley  almond  grower,  got  $1.30 
pound,  the  highest  price  in  six  year 
up  from  83  cents  the  year  before.  A 
mond  land  values  have  increased  t 
$5,000  to  $6,000  an  acre,  up  froi 
around  $4,000  in  1985. 

Many  U.S.  industries  have  found 
virtually  impossible  to  crack  Japa 
but  California  has  managed  to  wc 
that  market.  Last  year  in-shell  wa 
nuts  and  this  year  cherries  made  the 
Japanese  debuts.  Oranges  are  also  d< 
ing  well.  In  1985  California  shippe 
$72  million  worth  of  fresh  oranges  j 
Japan,  up  from  $61  million  in  198 
So,  too,  California  wine.  Three  yea 
ago  the  U.S.  had  only  5%  of  the  Jap 
nese  wine  market;  today  it  has  22% 

Farming  will  always  be  risky,  eve 
in  California.  And  though  the  agricu 
tural  economy  is  regaining  strengt 
it  has  a  long  way  to  go  before  pric 
and  export  volume  reach  the  heyd; 
of  the  early  1980s.  But  diversificatic 
is  obviously  the  right  road.  ■ 
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This  is  a 
Motorola 
semi-custom 
chip. 


Our  Application  Specific  Integrated  Circuits  offer 
an  economical  path  to  a  wide  variety  of  devices. 
Using  Computer  Aided  Design,  our  customers 
can  develop  instructions  that  we  can  transform 
into  fully-tested  prototype  chips  in  as  little  as 
three  weeks. 

<  iy^7  Molurula,  Inc  Motorola  and  to  are  «•  i>isiered  trademarks  ut  Muturola.  Inc. 
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It  counts. 
It  compares. 
It  almost  thinks. 

It  makes 
new  products 

more  helpful, 

friendly, 
courteous, 
kind  and, 
saleable. 


MOTOROLA 


Advanced  Electronics  for 
a  More  Productive  World. 


HUH 


I 


The  Money  Men 


who  live  in  the  spotlight  suffer  in  it. 
Witness  the  unpleasant  discounts  cropping 
up  on  the  name-brand  closed-end  funds. 


Famous  artists 


By  Richard  Phakm 


Fred  Ward/Black  Star 


imon 


Ksither  bull  nor  bear,  but  a  chicken  be. 


The  nice  thing  about  celebrity  i 
that  it  brings  in  money.  The  unfortu 
nate  thing  about  celebrity  is  that  ii 
creates  unrealistic  expectations.  Loofl 
at  Charles  Allmon,  Mario  Gabelli  anC 
Martin  Zweig — superstar  money  merj 
who  pop  up  regularly  on  television,  iij 
the  financial  pages  and  on  the  invest) 
ment  lecture  circuit. 

Thanks  in  major  part  to  their  higfj 
recognition,  the  three  in  the  last  yea] 
or  so  have  brought  three  big  closed! 
end  underwriting  successes  to  mar 
ket:  Allmon's  Growth  Stock  OutlooH 
Trust,  the  Gabelli  Equity  Trust  anC 
the  Zweig  Fund.  Investors  eagerly  pul 
their  money  on  what  they  hoped 
would  be  a  magic  touch.  Allmon 
initial  target  was  $60  million.  The 
underwriters  managed  to  place  $144 
million  of  Growth  Stock  Outlook. 
Mario  Gabelli  set  his  sights  on  $20C 
million  and  brought  in  more  than; 
twice  that  amount.  The  Zweig  Fund, 
originally  pegged  for  a  modest  $6a 
million,  closed  the  subscription 
books  on  more  than  $340  million.! 
Not  far  from  $1  billion,  all  told. 

Disillusionment  was  quick  to  se 
in — and  not  surprisingly  so,  since  th 
performance  of  the  three  greats  ha 
just  not  been  living  up  to  their  press! 
clippings.  From  the  market  lows  of) 
early  January,  Growth  Stock  Out-i 
look's  net  asset  value  is  up  not  much| 
more  than  1%;  Gabelli  and  Zweig 
16%  and  15%,  respectively.  The  mar-' 
ket  as  a  whole,  measured  by  the  New 
York  Stock  Exchange  Composite  In- 
dex, is  up  about  18%. 

All  three  funds  are  selling  for  a 
point  or  so  under  their  original  $10-a- 
share  offer  and  have  slipped  to  dis- 
counts below  net  asset  value  ranging 
from  7%  (Growth  Stock  Outlook)  to 
around  14%  for  the  Gabelli  and  Zweig 
funds.  Everyone  who  bought  and  held 
from  the  offering  price  up  is,  for  now 
at  least,  out  of  pocket. 

Taps  for  the  celebrities?  By  no 
means.  All  three  have  highly  individ- 
ual management  styles  that  really 
cannot  be  judged  over  the  short  term. 
A  stubborn  Chuck  Allmon  is  70%  in 
cash  and  clings  tenaciously  to  princi- 
ple: If  he  can't  find  undervalued 
growth  stocks  now,  he  will  wait  until 
he  can.  "I'm  not  a  bull  or  a  bear,  I'm 
just  chicken,"  he  says. 

Market  timer  Martin  Zweig  watch- 
es some  leading  indicators  turn  bad 
and  brings  a  portfolio  75%  invested  in 
common  stocks  down  to  53%  stocks. 
Aggressive  Mario  Gabelli  is  on  the 
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THE  EASIEST  WAY  TO 
GO  ABOUT  YOUR  BUSINESS 
IN  I ATIM  AMERICA, 


day  you  want  to  fly,  Pan  Am  is  the  easiest 
We  fly  to  more  Latin  American  cities  with 
re  747s  than  any  other  U.S.  airline.  And  you 
fly  from  over  25  cities  in  the  U.S. ,  including 
.a  istop  service  from  Los  Angeles,  New  York 
rVi  1  Miami. 

For  comfort,  nothing  compares  to  a  Pan  Am 
There's  First  Class,  with  our  luxurious 
eperette®  Seats.  Clipper®  Class  (six,  not 
ht  seats  across)  has  bigger,  wider  seats  and 
of  extra  legroom . 

And  every  time  you  fly  Pan  Am,  you  can 
n  mileage  credit  in  your  A^Advantage® 
ount.  As  you  earn  credits  and  if  you  are 


enrolled  in  Pan  Am's  WorldPass®  program,  you 
also  earn  upgrades  and  free  travel  awards.  For 
reservations  call  your  Travel  Agent  or  Pan  Am . 

Buenos  Aires  •  Caracas  •  Guatemala  City  •  Guayaquil 
Maracaibo  •  Mexico  City  •  Montevideo  •  Panama  City 
Rio  de  Janeiro  •  San  Jose  •  San  Salvador  •  Santiago 
Sao  Paulo.  ... 


EXPECT  MORE  FROM  PAN  AM 


Schedules  subject  to  change  without  notice.  A'Ad vantage 
service  mark  of  American  Airlines.  Inc. 


is  a  registered 


Today,  more  than  ever. . . 

YOU'RE  BETTER  OFF 
UNDER  THE  UMBRELLA! 

In  today's  financial  universe,  extraordinary  changes  are  happening. 

Changes  that  affect  everything  you  do  financially. 

That's  why  you're  better  off  with  the  experience  and  expertise  you'll 
find  under  The  Travelers  Umbrella. 

Better  off  with  innovative  approaches  to  insurance.  Approaches  that 
help  you  get  the  exact  coverage  you  need  for  your  life,  property  or  business. 
For  example,  The  Travelers  new  group  individual  Universal  Life 
combines  the  insurance  protection  you  need  with  the  tax-deferred  investment 
growth  you  want. 

Better  off  with  diversified  financial  expertise.  As  a  leading  financial 
expert,  The  Travelers  builds  financial  strength  with  a  dynamic  balance  of 
products  and  services  designed  to  meet  your  ever-changing  financial  needs, 
including  mortgage  financing,  annuities,  retirement  programs  and  access 
to  over  200  mutual  funds. 

Better  off  with  comprehensive  health  services.  All  across  America, 
we're  unfolding  a  new  level  of  excellence  in  affordable  health  services — 
including  growing  networks  of  HMOs  and  PPOs.  In  addition,  our 
Taking  Care  health  promotion  program  shows  employees  how  to  reduce 
costs  through  healthier  living. 

Find  the  answers  to  your  needs  under  the  Umbrella  of  one  of 
America's  strongest  insurance,  financial  and  health  services  experts. 

You'll  be  better  off  for  it. 

The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


irh  Norfolk  Southern,  the  search  for  new 
industrial  sires  is  far  less  harrowing.  The 
Thoroughbred  of  Transportation  has  thorough 
knowledge  of  potential  sites  in  its  region.  Its 
industrial  development  experts  know  how  to 
match  available  resources  with  your  needs — from 
access  to  highway  systems  or  navigable  waterways 
to  special  utility  services.  They'll  find  areas  where 
the  work  force  is  right.  They'll  do  it  efficiently. 
In  confidence. 


Once  your  site  is  selected,  you'll  have  access 
to  Norfolk  Southern's  far-reaching  rail  system 
and  all  the  benefits  of  Thoroughbred  Service: 
excellent  equipment  and  quick  responses  to 
your  needs. 

For  more  information,  and  a  copy  of  our 
Capabilities  brochure,  call  John  Anderson, 
Norfolk  Southern's  Assistant  Vice  President, 
Industrial  Development,  at  (404)529-1591.  With 
the  pathfinder,  exploring  new  terrain  is  easy. 


PATHFINDER. 


Famed  money  managers  have  been  capitalizing  on  their  reputations  by 
memorializing  themselves  in  closed-end  funds.  To  the  degree  it  locks  in 
sizable  pools  of  assets,  the  vanity  play  annuitizes  management  fees. 
Shareholders  thus  far  have  fared  less  well. 


Price  per  share- 


Fund 

offer 

high  since 
offer 

recent 

Net  asset 
value 

% 

discount 

Gabelli  Equity  Trust 

$10 

$10.37 

$9.50 

$10.99 

-13.6% 

Growth  Stock  Outlook  Trust 

10 

10.75 

9.12 

9.81 

-7.0 

Royce  Value  Trust 

10 

11.37 

K  87 

10.04 

-11.6 

Schafer  Value  Trust 

9 

10  00 

8.50 

10.09 

-15.9 

Zweig  Fund 

10 

10.37 

9.25 

10.74 

-13.9 

Martin  Zweig  (top)  and  Mario  Gabelli 
'hat's  in  a  name? 


prowl  for  "special  situations"  but  is 
25%  in  cash  because  "it  is  getting 
harder  to  find  good  ideas  at  prices  that 
meet  our  hurdle  rates." 

So  the  celebrities  are  sticking  to 
their  disciplines,  grinding  out  as 
much  yardage  as  they  can  in  a  high- 
priced  market. 

Trouble  is,  the  discounts  mar  the 
celebrity  image  and  make  it  harder  to 
sell  performance  to  big  private  and 
institutional  accounts. 

It's  a  matter  of  professional  pride.  "I 
feel  miserable  about  this  discount," 
says  Martin  Zweig.  "I've  got  my  name 
on  this  fund.  I've  got  my  mother  in 
the  stock,  my  aunts.  We're  up  in  total 
appreciation,  the  stock  is  down  and 
I'm  very  unhappy." 

What's  to  be  done?  The  celebrity 
funds — like  most  of  the  new  closed 
ends — permit  management  to  buy  in 
underlying  stock  if  the  discount  drops 
to  10%  or  more.  The  Growth  Stock 
Outlook  Trust  board  recently  broad- 
ened the  buy-in  limit  to  5%,  and 
Chuck  Allmon,  without  being  more 
specific,  says  only  that  "we're  going 
to  start  shrinking  our  capitalization." 
Mario  Gabelli  is  unwilling  to  tip  his 
hand  at  the  moment,  and  Martin 
Zweig  says  he  has  so  far  "bought  in 
just  under  $1  million  worth." 

Of  course,  the  sponsors  of  the  three 
funds  have  considerable  balm  for 
their  wounds.  Management  fees  for 
these  closed  ends  are  twice  as  high  as 
the  0.5%  common  to  most  older 
funds:  1%  a  year  at  Growth  Stock, 
Gabelli  and  Zweig.  Each,  moreover, 
has  a  thicket  of  antitakeover  provi- 
sions designed  to  give  the  most  deter- 
mined breakup  artist  pause.  If  man- 
agement stumbles,  shareholders  are 
not  likely  to  get  help  from  hungry 
outsiders.  It  boils  down  to  this:  Since 
the  shareholders  can  neither  redeem 
their  shares  nor  look  to  a  takeover 
artist  to  bail  them  out,  the  three  spon- 
sors have  a  lock  on  a  good  sum  of 
money  under  management — a  kind  of 
annuity  for  each. 

There's  a  lesson  in  all  this  for  inves- 
tors: Never  pay  asset  value  or  above 
asset  value  for  a  closed-end  fund. 
Thomas  J.  Herzfeld  is  a  Miami  money 
manager  who  specializes  in  closed 
ends.  He  points  out  that  new  closed 
ends  often  zip  to  a  premium  mainly 
on  the  strength  of  underwriting  sup- 
port. When  that  temporary  support 
evaporates,  the  funds  slip  to  a  dis- 
count, especially  with  high  manage- 
ment fees  and  takeover  barriers. 

"The  enormous  supply  of  new 
closed  ends  coming  to  market,  rela- 
tive to  demand,  means  that  discounts 
are  .going  to  widen,"  he  says. 

Moral:  Don't  be  star-struck.  ■ 
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Customizing  commercial  loans. 
At  Irving  Trust,  it's  everyday  business 

"Rigid  thinking  and  'off-the-shelf  loans  may  be  customary  at  other  banks, 
it's  not  the  way  we  do  business  at  Irving  Trust."  says  Richard  Henshaw.  Senio 
Vice  President. 

"Our  goal  is  to  be  flexible,  innovative  and  perceptive  in  responding  to  each 
client's  special  needs.  And  because  we  spend  intensive  time  up  front  with  a 
client,  defining  actual  needs,  we  can  structure  the  most  appropriate  terms,  c<j 
ditions  and  pricing  for  a  given  situation." 

Irving  Trust's  commercial  bankers  provide  financing  for  a  wide  range  of  gene 
business,  with  heavy  emphasis  on  financing  for  the  apparel  and  textile  mark( 
and  the  broadcasting  and  cable  TV  segments  of  communications.  This  inclu( 
financing  trade  acquisitions,  buyouts  and  tax  shelter-related  transactions 

Irving  Trust,  One  Wall  Street.  New  York,  NY  10015.  212/635-7610. 
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Greedy  lawyers"  and  "gullible  juries" get  blamed for  the  current 
tigation  explosion.  But  what's  really  new  is  the  way  judges  are 
ehaving.  Quietly,  the  U.S.  is  moving  into  a  constitutional  crisis. 


Judicial 
imperialism 


By  Peter  Brimelow 

Exactly 200 years  ago,  in 
May  1 787,  some  55  dele- 
gates from  12  of  the  13 
original  states  met  in 
Wadelphia  to  begin  the  convention  that 
fa  to  draft  the  U.S.  Constitution.  They 
ne  together  largely  because  of  fears 
out  what  was  ahead  for  business — 
I'erstate  conflicts  were  threatening  eco- 
mic  disruption. 

The  convention  succeeded.  It  estab- 
i>ed  a  framework  of  law  and  institu- 
\ns  within  which  the  American  econo- 
\  had  the  freedom  to  achieve  its  epochal 
nansion.  But  the  balance  among  the 
Vcutive,     legislative    and  judicial 
'inches  of  the  government  has  never 
m  quite  stable.  The  latest  development, 
inhering  momentum  since  the  1950s.- 
i  imperial  judiciary — the  assertion  by 
'era!  and  state  judges  of  increasing 
ver  over  wider  areas  of  national  life, 
udicial  imperialism  goes  largely  un- 
Hcized  because  it  has  made  possible 
ny  popular  liberal  reforms  without 
V  of  the  acts  of  Congress,  constitutional 
•endments  and  other  tiresome  demo- 
tic details  that  would  normally  have 
m  required.  And  it  is  applauded  by 


academics  at  elite  law  schools.  Most  are 
so-called  noninterpretivists,  who  argue 
that  judges  should  not  be  constrained  by 
the  mere  letter  of  the  law  but  instead 
should  implement  "higher  values"  (i.e., 
those  favored  by  academics  at  elite  law 
schools).  But  by  substituting  judges'  per- 
sonal values  for  the  law,  judicial  imperi- 
alism is  creating  a  dangerously  uncer- 
tain legal  environment  for  American 
business.  And  it  is  provoking  a  litigation 
explosion — of  which  Texaco  is  a  recent 
and  particularly  spectacular  victim. 

A  spring  day  in  Washington,  and  the 
cherry  trees  are  in  blossom.  So  is  Sen- 
ator Patrick  J.  Leahy  (D-Vt.).  He  is 
chairing  the  Senate  Judiciary  Com- 
mittee's hearing  into  federal  judge 
David  B.  Sentelle's  nomination  to  the 
D.C.  Circuit  Court,  and  is  charmingly 
telling  Sentelle's  family,  in  atten- 
dance, not  to  miss  the  display. 

Abruptly,  astonishingly,  the  sea- 
sons go  into  reverse.  A  suddenly  win- 
try Leahy  demands  to  know  if  Sen- 
telle  belongs  to  any  discriminatory 
group.  Sentelle  says  he  is  a  Mason  and 
that  Masons  do  not  admit  women. 
Leahy  then  reads  icily  from  a  refer- 
ence book  that  says  Masons  also  ex- 
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by  Peler  de  Seve 

elude  blacks.  When  Sentelle  protests 
that  there  are  black  Masons,  Leahy 
quotes  a  further  passage  saying  that 
black  Masonic  lodges  are  strictly  un- 
official. Sentelle  agrees  to  see  if  his 
lodge  has  any  policy  against  admit- 
ting blacks.  And  then  Leahy  is  all 
flowers  again,  his  questions  for  the 
session  over. 

Because  it  hears  many  cases  filed 
against  federal  regulatory  agencies, 
the  D.C.  Circuit  Court  is  often  de- 
scribed as  the  second-most-important 
court  in  the  country.  That  Leahy's 
questions  did  not  focus  on  legal  issues 
might  seem  surprising — or  worse,  giv- 
en that  Senator  Robert  Byrd 
(D-W.Va.)  and  Representative  James 
Wright  (D-Tex.),  the  present  majority 
leaders  in  the  Senate  and  the  House, 
are  both  Masons,  as  were  eight  of  the 
nine  Supreme  Court  justices  who 
signed  the  1954  Brown  v.  Board  of 
Education  decision  outlawing  school 
segregation.  But  liberals  like  Leahy, 
searching  for  ways  to  oppose  Presi- 
dent Reagan's  nominations,  know  it's 
hard  to  pillory  someone  because  he 
thinks  judges  should  stick  to  the  law 
rather  than  to  "higher  values,"  where- 
as  in  contemporary  politics  any  hint 
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of  racism  is  a  live  rail 
issue,  sudden  death  to 
anyone  maneuvered 
into  contact  with  it. 
Reagan  nominees  have 
found  their  private 
conversations  and  even  jokes  resur- 
rected by  hearsay  years  later. 

By  early  May  David  Sentelle's 
nomination  had  been  reported  out  of 
committee,  although  the  American 
Bar  Association  had  been  asked  to 
rule  on  the  propriety  of  Masonic 
membership.  Of  Reagan's  judicial 
nominees,  21  are  now  waiting  for  con- 
firmation by  the  Democratic-con- 
trolled Senate.  So  far  this  year  just  10 
have  been  allowed  through. 

The  Senate's  traditional  nonparti- 
san pose  toward  judicial  nominations 
is  showing  strain.  Although  senators 
still  try  to  couch  their  objections  to 
nominees  as  much  as  possible  in 
terms  of  qualifications  and  character, 
they  are  paying  increasingly  frank  at- 
tention to  "ideology" — which  conve- 
niently conflates  jurisprudential  and 
political  philosophy,  although  the 
two  are  not  necessarily  the  same.  A 
good  judge  is  supposed  to  be  able  to 
subordinate  his  political  beliefs  to  the 
demands  of  the  law.  That's  why  in 
1979  Senator  Joseph  Biden  (D-Del.),  a 
presidential  hopeful  and  member  of 
the  Judiciary  Committee,  denounced 
the  idea  that  then  Illinois  Representa- 
tive Abner  Mikva's  liberal  activist  po- 
litical record  meant  he  could  not  be 
an  impartial  D.C.  Circuit  Court 
judge.  But  in  1986  Biden  told  Reagan 
nominee  Daniel  A.  Manion  that  he 
would  vote  against  his  confirmation 
to  the  Seventh  Circuit  Appeals  Court 
precisely  because  of  Manion's  conser- 
vative politics. 

This  politicization  is  the  inexorable 
result  of  more  than  three  decades  in 
which  virtually  every  major  social  re- 
form has  come  not  from  legislatures 
but  from  the  bench.  For  example, 
courts  have  limited  capital  punish- 
ment, ended  school  prayer,  caused 
one-man,  one-vote  state  legislative  re- 
apportionment, allowed  abortion  on 
demand,  and  watered  down  residency 
laws  for  welfare  eligibility — all  by 
"discovering"  them  in  the  Constitu- 
tion. Not  one  of  these  basic  changes 
was  actually  voted  into  law  by  elected 
legislators. 

The  courts  are  often  said  to  follow 
the  election  returns.  But  modem  judi- 
cial imperialists  actually  anticipate 
the  electorate — indeed,  as  in  the  case 
of  busing,  often  ignore  it.  Their  liberal 
activism  is  often  said  to  be  the  mirror 
image  of  the  period  of  so-called  con- 
• stive  activism  earlier  in  this  cen- 


tury. Then,  the  Supreme  Court  sys- 
tematically struck  down  attempts  by 
politicians  to  regulate  the  economy 
despite  Oliver  Wendell  Holmes  Jr.'s 
quip,  in  his  famous  Lochner  dissent, 
that  the  Constitution  "does  not  enact 
Mr.  Herbert  Spencer's  Social  Statics" — 
classical,  free  market  liberalism. 
Eventually,  this  laissez-faire  doctrine 
precipitated  a  constitutional  crisis  in 
which  Roosevelt  attempted  to  pack 
the  Court  with  his  supporters.  This 
earlier  judicial  "activism,"  however, 
had  only  consisted  of  reviewing  the 
actions  of  reforming  legislatures. 
Nowadays,  modern  activism  itself 
originates  reforms. 
Business  people  often  do  not  recog- 

Although  senators  still  try 
to  couch  their  objections  to 
nominees  in  terms  of 
qualifications  and 
character,  they  are  paying 
increasingly  frank, 
attention  to  "ideology" — 
which  conveniently 
conflates  jurisprudential 
and  political  philosophy, 
although  the  two  are  not 
necessarily  the  same. 

nize  the  effect  judicial  imperialism 
has  had  on  their  own  affairs.  They 
tend  to  blame  Texaco-style  atrocities 
on  ignorant  juries  and  greedy  lawyers, 
forgetting  that  judges  control  court- 
rooms and  that  appeals  are  heard  by 
judges  alone.  Thus: 

•  Judges  have  invaded  personnel 
management  in  the  course  of  the  pro- 
tracted struggle  over  affirmative  ac- 
tion. The  Supreme  Court  recently 
ruled,  in  Santa  Clara,  that  the  law  pos- 
itively requires  discrimination 
against  white  males,  thus  completing 
the  process  by  which  the  antidiscrim- 
ination language  of  the  1964  Civil 
Rights  Act  has  been  stood  on  its  head. 
In  another  labor  law  development, 
judges  are  on  the  verge  of  creating  a 
right  not  to  be  fired  without  "just 
cause" — whatever  that  means.  "This 
one  legal  doctrine  could  do  more  dam- 
age to  the  business  community  than 
any  laws  Congress  is  likely  to  pass," 
says  Walter  Olsen,  senior  fellow  of 
the  Manhattan  Institute,  a  free-mar- 
ket-oriented think  tank. 

•  Judges  have  effectively  invented 
the  class  action  weapon  since  the 
1960s.  Previously  most  courts  would 
simply  have  thrown  such  cases  out. 

At  the  same  time,  judges  have  com- 
pletely transformed  the  concept  of 
torts,  so  that  manufacturers  find 
themselves  liable  for  any  injury  and 


insurers  find  themselves  paying  an 
claim  regardless  of  the  terms  of  di^ 
claimers  and  agreements  signed  b' 
customers,  apparently  on  the  RobrJ 
Hood  theory  that  big  business  ha 
deep  pockets  and  can  afford  to  rigbj 
all  wrongs,  however  caused. 

•  Similarly,  judges  have  begun  t 
intrude  upon  the  sanctity  of  contract 
they  find  disagreeable.  In  the  Texacq 
Pennzoil  case,  a  Texas  judge  instruct 
ed  the  jury  in  such  a  way  as  to  lead  tl 
a  verdict  virtually  dismantling  a  ma 
jor  American  corporation.  Robii 
Hood  with  a  drawl. 

•  Judges  overseeing  regulator 
agencies  have  taken  it  upon  them 
selves  to  make  rulings  positively  rt 
quiring  various  regulations,  such  a 
the  imposition  of  automobile  airbagi 

The  Reagan  Administration  has  a 
official  antidote  to  judicial  imperial 
ism.  Attorney  General  Edwin  Mees 
has  repeatedly  called  for  a  return  to  a 
impartial  law — to  a  "jurisprudence  c 
original  meaning,"  a.k.a.  "original  ill 
tent"  or  "interpretivism."  He  want 
to  revive  the  idea  that  laws  should  b 
construed  according  to  their  plai 
meaning,  illuminated  where  necej 
sary  by  the  debate  surrounding  the: 
enactment. 

The  Administration's  screening  < 
nominees'  legal  philosophies  is  ui 
questionably  intense.  But  officials  bii 
terly  resent  the  canard  that  they  a: 
just  looking  for  judges  who  will  11 
activists  for  conservatism.  They  sa 
that  impartial  law  by  no  means  guai 
antees  results  that  conservatives  wi 
enjoy.  Thus  Justice  Antonin  Scali 
President  Reagan's  Supreme  Coul 
appointee,  concurred  in  the  majorii 
decision  in  CTS  Corp.  v.  Dynamics  Cot] 
of  America  upholding  an  Indiana  ant 
takeover  statute  with  the  comma 
that  "a  law  can  be  both  econom 
folly  and  constitutional."  In  a  parall 
instance,  Solicitor  General  CharL 
Fried  has  filed  a  brief  supporting  til 
Communications  Workers  of  Amei 
ca  in  a  union  dues  case  where  it  as 
pears  to  be  required  by  what  anoth 
Reagan  official  calls  "a  lousy  statute 
despite  being  fiercely  attacked  by  coi 
servative  politicians. 

Reaganism  has  already  reached  tl 
bench.  In  his  six  years  in  office,  Pres 
dent  Reagan  has  appointed  some  40' 
of  the  741  federal  judges;  his  total  m; 
eventually  reach  half.  (However,  1 
may  not  get  to  appoint  another  S 
preme  Court  justice:  The  present  i 
cumbents  appear  determined  to  ou 
last  him,  although  three  of  the  acti 
ist  bloc  and  the  one  swing  vote  will  1 
over  80  when  Reagan's  term  ends,  ai 
two  are  already  in  poor  health.) 
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This  tally  of  judges 
is  not  unprecedented. 
President  Jimmy  Car- 
ter appointed  39%  of 
the  bench  in  four  years, 
counting  new  posts 
created  by  the  1978  Omnibus  Judge- 
ship Act.  Nor,  according  to  a  survey 
by  University  of  Massachusetts  Pro- 
fessor Sheldon  Goldman  in  the  April- 
May  issue  of  Judicature  magazine,  are 
Reagan's  judges  much  different  in  for- 
mal qualifications  than  his  predeces- 
sors'. None  of  Reagan's  choices  has 
actually  been  rated  "unqualified"  by 
the  American  Bar  Association.  Three 
of  Carter's  were.  Nor,  as  yet,  have  any 
been  indicted  and/or  im- 
peached (Carter:  two). 
Even  the  controver- 
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sial  Seventh  Circuit  Appeals  Court 
nominee  Daniel  Manion,  who  sub- 
mitted sample  briefs  containing  mis- 
spellings, was  found  "qualified"  by 
the  ABA. 

Qualifications  aside,  several  studies 
have  shown  the  Reagan  judges  are  sig- 
nificantly more  likely  to  support  the 
"conservative"  side  in  a  variety  of 
areas  than  Carter  or  Nixon  appoin- 
tees. For  example,  Professors  C.K. 
Rowland,  Robert  A.  Carp  and  Bridget 
Todd  reported  in  a  recent  paper  that 
Reaganites  were  less  than  half  as  like- 
ly to  support  civil  rights  claims  as 
Carter  choices,  and  only  slightly  more 
sympathetic  to  labor  claims. 


Moreover,  the  same  studies  show 
that  the  Carter  appointees  leaned  at 
least  as  far  in  the  other  direction. 
Through  direct  questioning  and  the 
use  of  racial  and  gender  quotas,  Carter 
officials  were  able  to  appoint  a  re- 
markably uniform  group  that  shared 
liberal  politics  and  a  willingness  to 
judiciahze  them — the  heady  brew 
once  described  by  Yale  Law  Professor 
Alexander  Bickel  as  "legalitarianism" 
or  legal  egalitarianism.  Stephen  J. 
Markman,  the  assistant  attorney  gen- 
eral for  legal  policy,  recalls  that  one 
Carter  nominee,  Henry  Pregerson, 
told  the  Judiciary  Committee  that, 
confronted  with  a  conflict  between 
conscience  and  the  letter  of  the  law, 
he  would  rule  in  favor  of  the  former. 
He  was  confirmed  anyway. 

Democrats  in  control  of  the 
confirmation  process  are 
besieged  by  labor,  civil 
rights  and  assorted  other 
special  interest  lobbyists 
to  appoint  prolabor,  **pro- 
consumer"  liberal  judges. 
Incredibly,  judicial  nomi- 
nations are  completely 
ignored  by  the  main 
business  associations. 

And  Carter  appointees  are  indeed 
expanding  the  ambit  of  activism.  One 
example:  In  Washington  State,  Judge 
Jack  Tanner  found  that  paying  market 
rate  wages  was  inherently  discrimi- 
V    natory  and  that  the  state  govern- 
\    ment  should  compensate  employ- 
ees  according  to  the  "comparable 
\     worth"  of  work.  As  the  Appeals 
\    Court  pointed  out  in  reversing, 
\    Tanner's  decision  meant  that 
the  free  market  was  in  viola- 
's     tion  of  the   1964  Civil 
l  \     Rights  Act. 

■  "Maybe  the  Constitu- 

tion doesn't  enact  So- 
cial    Statics,"  says 
Markman,  "but  it  sure  didn't  enact 
Dewey's  Liberalism  either." 

Still,  Reagan  has  some  killer  bees  of 
his  own.  These  are  members  of  the 
"Law  and  Economics"  movement, 
who  tend  to  agree  with  their  noninter- 
pretivist  colleagues  that  "original  in- 
tent" is  too  confining.  The  "higher 
values"  they  would  invoke,  however, 
are  those  of  classical  liberalism.  Some 
essentially  think  the  Constitution  did 
enact  Social  Statics.  One  of  their  con- 
tentions is  that  many  common  forms 
of  regulation  are  prohibited  by  the 
Fifth  Amendment's  "takings"  clause, 
the  issue  in  a  rent  control  case  about 
to  be  heard  by  the  Supreme  Court.  A 


particularly  fierce  law  and  econom 
exponent,  Professor  Bernard  Siega 
has  been  nominated  to  the  Ninth  C 
cuit.  His  confirmation  hearings  ha 
been  delayed,  apparently  while  Dei 
ocrats  read  galleys  of  his  forth  comi 
book — but,  typically,  will  probafc 
turn  on  heretical  thoughts  he  is  I 
leged  to  have  uttered  about  the  lej 
issues  in  Brown. 

Since  the  1986  elections,  the  Dei 
ocrats  have  control  of  the  Senate  a; 
the  confirmation  process.  As  usui 
they  are  besieged  by  their  labor,  cv 
rights  and  assorted  other  special  intt 
est  lobbyists  to  appoint  friend 
judges.  But  Siegen  and  all  Reagan 
nominees  have  to  get  by  without  ai 
support  from  business.  Incredibly,  j| 
dicial  nominations  are  ignored  by  t 
main  business  associations. 

"It  simply  hasn't  come  up  as 
issue.  At  all.  I  don't  know  what  else 
tell  you,"  says  John  Motley,  legisl 
tive  director  of  the  National  Fedei 
tion  of  Independent  Business.  "V 
have  no  involvement  in  the  issue  rea 


ly,"  says  Quentin 
Riegel,  assistant  gener- 
al  counsel  of  the  National 
Association  of  Manufac-  ^ 
turers.  "I  haven't  found  any 
bias  in  the  judiciary  either  for  or 
against  us."  Adds  Richard  Antho- 
ny of  the  Business  Round  Table:  "Vi 
have  11  task  forces — accounting,  ant 
trust,  torts — but  none  that  covers  aj 
pointments,  even  as  it  pertains  l 
their  agendas." 

With  lobbyists  like  these,  busines 
doesn't  need — or  anyway  certain! 
can't  make  any  use  of — a  sympatheti 
President. 

And  liberals  would  do  well  to  rt 
member  that  when  judges  learn  t 
subvert  the  law  in  one  direction,  the 
can  subvert  the  law  in  another.  "Oi 
peculiar  security,"  wrote  Thomas  Je 
ferson,  "is  the  possession  of  a  writte 
Constitution.  Let  us  not  make  it 
blank  paper  by  construction."  ■ 
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"Whoever  said, 
'It's  not  whether  you  win 
I  or  lose  that  counts', 
probably  lost." 

Martina  Navratilova,  Tennis  World  champion 

"There  are  winners,  and  there  are  losers.  And 
if  you  chose  to  be  one  of  the  former,  the 
through  life  can  be  a  little  lonely. 

When  you're  a  winner,  you  have  to  set  the  standard 
for  excellence  wherever  you  go. 

You  have  to  battle  against  the  fatigue,  the  intimi- 
dation, the  human  tendency  to  just  want  to  take  things 
a  little  easier.  You  have  to  be  able  to  come  up  with, 
time  and  again,  one  consistently  great  performance 
after  another 

It's  grueling.  And  I  don't  know  many  people  willing  to 
make  the  effort.  But  it's  those  few  true  professionals 
you  meet  along  the  way  that  help  make  the  journey 
just  a  little  easier  to  manage." 


At  Lufthansa,  we  understand  the  pressures 
involved  in  maintaining  high  standards.  But  we  also 
know  the  rewards.  For  us,  they  include  an  outstanding 
on-time  arrival  record,  a  meticulously  maintained 
fleet  and  friendly,  courteous  service. 

Perhaps  that's  why  in  82  countries  Lufthansa  is 
considered  by  many  to  be  the  very  best  in  the  world. 

People  expect  the  world  of  us. 


Lufthansa 

German  Airlines 


1 


Lufthansa  is  a  participant  in  United's  Mileage  Plus  program  and  Delta's  Frequent  Flyer  program.  See  your  Travel  Agent  for  details 


If  this  country  is  serious  about  improving  economic  productivity 
and  keeping  its  business  competitive,  it  had  better  do  something 
to  prevent  the  spread  of  megaton  liability.  As  Texaco  goes,  so 
could  go  the  whole  economy. 

Megatort  mania 


By  Edwin  A.  Finn  Jr. 

Convince  a  jury  that 
you  have  been  wronged 
by  somebody  among 
The  Forbes  500s,  and 
you  can  walk  off  with  the  riches  of 
Croesus.  That's  the  message  from  the 
Texaco- Pennzoil  case  to  negligence 


Gary1  Hallgren 


lawyers — who  have  a  keen  smell  for 
money — and  for  spurned  corporate 
suitors.  It's  open  hunting  season  on 
America's  biggest  corporations. 

This  bizarre  decision — decreeing 
the  virtual  destruction  of  a  giant  cor- 
poration over  an  alleged  alienation  of 
corporate  affections — threatens  to 
paralyze  corporate  decision  making  in 
a  number  of  areas.  No  longer  can  deci- 
sions be  judged  on  the  basis  of:  Is  this 
sound  business?  There  is  the  further 
hurdle:  Will  it  put  us  at  the  mercy  of 
lawsuits? 

When  Sperry  Corp.  issued  a  routine 
press  release  not  long  ago  describing 
its  tentative  agreement  to  merge  with 
Burroughs  Corp.,  lawyer  Klaus  Eppler 
offered  some  amazingly  cau- 
tious advice:  Referring  to  the 
Pennzoil  precedent  that  a 
mere  "agreement  in  princi- 


ple" can  amount  to  an  enforceable 
multibillion-dollar  contract,  Eppler 
advised  Sperry  directors  that  simply 
having  issued  the  release  might  be 
viewed  by  a  jury  as  making  the  merger 
agreement  binding. 

Such  advice  is  not  just  a  case  of  a 
lawyer  making  himself  important.  It 
simply  reflects  the  new  reality  of  do- 
ing business  post-Pennzoil:  Every- 
thing can  suddenly  be  at  risk  if  a  com- 
pany somehow  lets  itself  get  dragged 
before  a  jury  by  a  clever  plaintiff's 
attorney  expounding  on  complex 
business  issues.  "You've  got  12  ordi- 
nary people  up  there,  and  they  are 
being  inundated  day  after  day  with  all 
this  technical  data.  ...  It  strains  the 
system,"  says  John  Sheehy,  a  senior 
litigating  partner  with  the  New  York 
law  firm  Rogers  &  Wells. 

Manipulation  of  juries  over  tort 
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NOT  JUST  TOUGH.  TOUGH  TO  BE  At 


O  KDNICA  BUSINESS  MACHINES 

1-800-528-6050,  ext.  2246 


.ou've  arrived. 


Conveniently,  the 
Beverly  Hills  home  of  the 
rich  and  recognized  is  also 
its  hest  business  address. 
The  corner  of  Rodeo 
Drive  and  Wilshire 
Boulevard. 


Beverly  Wilshire 

BEVERLY  HILLS 
A  REGENT  -  INTERNATIONAL  HOTEL 


M  \  M  ANI>  MN<  'kl'k  Hi  \  I  KM  Hill  v  I  Hh  M  « <  IH  'SStl  lt«  I  III  Ml  IM  .  M  'SI.  M'AIMI  MO  R  Ml  I  IV  H  KM    SI  w  V>Kk  Hkl\AU  A  SYHNtV 


800-545-4000 


\N  PARADISE 

An  island  paradise  that  offers 
jLjL  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

T>UT  JUST  FOR  A  FEW  . . . 

-L>  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 

So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,950 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1001 1 
or  call  212/620-2461. 


damages  goes  back  to 
s\  t^e  1960s,  when  virtu- 
ifrJ  f  J  oso  negligence  lawyers 
like  Melvin  Belli,  using 
doubtful  accounting 
gimmicks,  wrung  exor- 
bitant damage  awards  from  juries  in 
medical  malpractice  cases.  A  favorite 
trick  was  projecting  then-robust  infla- 
tion trends  endlessly  into  the  future 
to  pump  up  the  awards.  Early  settle- 
ment judgments  of  even  $100,000 
seemed  spectacular  at  the  time,  but 
today  such  malpractice  verdicts 
sometimes  reach  into  the  tens  of  mil- 
lions of  dollars. 

Equally  crippling  have  been  product 
liability  cases,  which  forced  compa- 
nies like  Manville  Corp.  and  A.H„ 
Robins   Co.    into   the  bankruptcy 


The  most  outrageous 
megatort  of  all  comes 
courtesy  of  the  Hunt 
brothers,  whose  $13  billion 
case  claims  that  banks 
didn't  lend  enough  money 
when  the  Hunts  were  up 
against  the  wall.  After  the 
banks,  why  not  go  after 
Wall  Street? 


courts.  The  latest  surge  has  come 
from  disgruntled  shareholders,  whose 
mounting  lawsuits  (see  chart,  p.  120) 
have  sent  directors  and  officersi 
scrambling  for  insurance  protection. 

Amid  this  litigation  explosion 
came  the  Pennzoil-Texaco  decision — 
the  largest  civil  court  award  in  Ameri- 
can history.  Says  Dan  Bailey,  a  Co- 
lumbus, Ohio-based  partner  in  the 
law  firm  of  Arter  &  Haddan,  "The 
decision  drives  home  the  point  that 
this  liability  crisis  is  for  real." 

Can  anyone  doubt  the  nation  is  in 
the  midst  of  a  liability  crisis  of  tre- 
mendous proportions?  "A  judgment 
like  Pennzoil  does  indeed  bring  out  a 
certain  bloodlust,  whereby  trial  court 
lawyers  are  saying,  'By  God,  if  they 
can  do  it,  I  can  do  it,'  "  says  West 
Virginia  Supreme  Court  Justice  Rich- 
ard Neely. 

Thus,  scarcely  had  Pennzoil  fin- 
ished presenting  its  case,  when  Brit- 
ain's Allied-Lyons  Pic.  filed  a  copycat 
$6.5  billion  lawsuit  against  Gulf  Can- 
ada which  had  just  beaten  Allied-Ly- 
ons in  a  battle  to  buy  Hiram  Walker's 
liquor  business.  Fortunately,  that  case 
was  settled  out  of  court  quickly.  But 
no  sooner  was  the  judgment  against 
Texaco  turned  in  than  TransAmeri- 
can  Natural  Gas  Corp.  sued  Coastal 
Corp.,  a  creditor,  for  $2  billion — in- 
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The  aircraft  here  are  all  exactly  the  same  size. 

What  makes  one  appear  larger  than  another  is 
perspective. 

And  it  is  perspective -a  new  perspective  -that 
sets  Ryder  System  apart.  In  highway  transportation 
services.  Insurance  management  services.  And,  yes, 
aviation  services. 

Our  Aviation  Sales  Company  is  die  world's  largest 
independent  supplier  of  reusable  aircraft  parts,  and  a 
growing  force  in  the  leasing  of  commercial  jets. 

Aviall,  Inc.,  a  major  part  of  our  company  since  1985, 
is  the  largest  wholesale  distributor  of  new  aviation  parts 
and  supplies.  They'll  also  repair  some  2,000  turbine  jet 
engines  for  commercial  and  business  aircraft  this  year. 

And  they'll  do  it  with  a  quality  that  lets  our  airline 
and  business  aviation  customers  more  efficiently  focus 
their  time,  capital  and  resources  on  their  principal 
businesses. 

And  thus,  not  simply  appear  larger. 

But  actually,  be  larger. 


RYDER  SYSTEM 

Highway  transportation,  aviation,  and  insurance  management  services.  ©1987  Ryder  system,  mc 


What's  behind  this  new 
name  on  the  NYSE? 


One  of  the  most  dynamic 
financial  services  and 
specialty  retailing  firms 
in  the  country. 


Last  year,  when  Americar 
sold  its  packaging  business,  th( 
year-old  name  went  with  it. 

We  are  now  Primerica  Co 
ration,  following  one  of  the  mos 
successful  restructurings  ever! 
major  U.S.  corporation. 


{$  billions 


In  1986,  life  insurance  in  force  of  Primerica 
insurance  subsidiaries  rose  31%  to  $193  b#\ 

Primerica  (pronounced 
pry-MER-i-ca)  is  engaged  in  fii| 
cial  services  and  specialty  retail 
where  we  have  strong  market  fl 
tions,  excellent  growth  potent! 
and  the  resources  to  fund  our 
expansion. 

($  billions) 
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Primerica's  investment  advisory  operatioi 
more  than  doubled  then  assets  under  mar^ 
ment  in  1986,  to  $26  billion,  through  growtl 
and  acquisitions. 


a  trademark  of  Primerica  Corporation 


rica  We  are  a  company  whose 
is.tl  ngs  have  grown  substantially 
t.  ir  consecutive  years  and 
:a0  e  common  stock  value  has 
era  ithan  tripled  since  1982. 
v ;  Primerica's  Financial 
■ices  Sector,  providing  life 
since,  asset  management  and 
r  ;age  banking  services,  was 
,  i  d  in  1982.  By  1986  it  had 
,J  i  to  $1.5  billion  in  revenues  and 
nillion  in  operating  income. 
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iginations  of  Primerica's  mortgage 
1  unit  doubled  to  $2.5  billion  in  1986. 

'or  three  straight  years, 
rica  subsidiaries  have  sold 
ace  amount  of  individual  life 
nee  than  any  other  company, 
vestment  advisory  operations 
han  doubled  their  assets 
management  last  year 
!f  igh  growth  and  acquisitions. 
!  lur  mortgage  banking  subsid- 
one  of  the  nation's  largest 


providers  of  single  family  home 
mortgages,  with  $2.5  billion  in  loan 
originations. 


($  millions) 
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stores  nationwide,  we  are  also  the 
largest  retailer  of  recorded  music 
and  audio/video  products  in  the 
country. 

At  Primerica,  there's  no  such 
thing  as  "business  as  usual."  We're 
continually  looking  for  opportuni- 
ties to  leverage  our  financial 
strength  and  marketing  expertise, 
and  to  provide  rewards  for  our 
shareholders.  Primerica.  A  name  to 
remember.  NYSE  symbol:  PA. 


Primerica's  revenues  from  direct  mail  marketing 
increased  15%  to  $904  million  in  1986. 

Primerica's  Specialty 
Retailing  Sector,  consisting  of 
direct  mail  marketing  and  specialty 
stores,  also  achieved  impressive 
results  in  1986.  Revenues  grew  to 
$1.4  billion,  and  operating  income 
rose  to  $111  million. 

We  are  one  of  the  largest 
direct  mail  marketers  in  the  U.S., 
growing  at  a  20  percent  annual 
compound  rate — twice  the  indus- 
try average.  With  more  than  525 


($  millions) 
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Specialty  store  revenues  were  up  29%  last  year 
to  $4  76  million,  aided  by  the  expansion  of 
The  Musidand  Group. 


PRIMERICA 


Primerica  Corporation.  Greenwich.  CT  06836-3610 

Financial  Services:  American  Capital  Manage- 
ment &  Research,  Inc.,  Berg  Enterprises.  Inc.; 
Insurance  Marketing  Corp.  of  America  (a  co- 
venture),  Mass  Indemnity  and  Life  Ins  Co.;  Mar- 
garetten  &  Co.,  Inc.;  National  Benefit  Life  Ins. 
Co.,  PennCorp  Financial.  Inc.,  Penn.  Life  Ins.  Co.; 
RCM  Capital  Management  (a  partnership),  Sat- 
ellite Conference  Network,  Inc  ;  Transport  Life 
Ins.  Co.,  Triad  Life  Ins  Corp.;  Voyager  Group,  Inc. 
Specialty  Retailing:  Current.  Inc.;  Dunham's 
Athleisure  Corp  ,  Figi's,  Inc  ,  Fingerhut  Corp.; 
Michigan  Bulb  Co  ,  The  Musicland  Group,  Inc 


eluding  an  astounding 
$1  billion  in  punitive 
damages — charging 
that  Coastal  had  tor- 
tiously  interfered  with 
Trans  American's 
bankruptcy  proceedings. 

Perhaps  the  most  outrageous  mega- 
tort  of  all  comes  courtesy  of  the  Hunt 
brothers,  who  are  claiming  in  a  Dallas 
court  that  their  bank  creditors  com- 
mitted a  tort  by  refusing  to  keep  lend- 
ing them  money  when  their  backs 
were  to  the  wall.  For  this  bizarre  "of- 
fense" the  Hunts  ask  $13  billion  in 
damages.  Will  they  get  it?  It  defies  all 
reason  that  they  might,  but  so  does 
the  Texaco-Pennzoil  case. 

After  the  banks,  why  not  Wall 
Street?  In  April,  in  fact,  California's 
Unocal  Corp.  oil  company  spotted 
that  very  opportunity  and  sued  its 
own  investment  bankers,  Goldman, 
Sachs,  as  well  as  another  firm,  Kidder, 
Peabody,  for  a  stunning  $2.4  billion. 
Unocal  argued  in  part  that  advice 
from  Goldman,  Sachs  caused  it  to  buy 
back  too  many  shares  in  a  stock  buy- 
back  scheme  launched  to  thwart  a 
takeover  attempt  by  Texas  raider  T. 
Boone  Pickens. 

No  matter  how  outrageous  such 
claims,  no  company  can  any  longer  be 
confident  a  jury  won't  find  for  the 
plaintiff  out  of  sheer  antibusiness 
bias,  spite  or  regional  chauvinism. 
Nor  can  it  be  confident  that  a  preju- 
diced or  ignorant  judge  won't  so  in- 
struct a  jury  that  a  verdict  is  almost 
foreordained. 

Look  at  Pennzoil's  tactics  with  its 
Texas  jury.  Lead  counsel  Joseph  D. 
Jamail  Jr.  portrayed  New  York-based 
Texaco  as  an  untrustworthy  company 
from  a  despicable,  distant  city  that 
had  little  if  anything  in  common  with 
the  decent  village  of  Houston.  In 
questioning  Texaco  Director  Laur- 
ence Tisch,  Jamail  asked  if  Gordon 
Getty,  head  of  Getty  Oil,  considered 
Tisch  a  friend. 

"Define  'friend'  and  I'll  answer  the 
question,"  said  Tisch. 

"Sir,  I  can't  define  New  York  friend- 
ship," Jamail  retorted. 

Pandering  to  regional  prejudices 
promises  to  become  a  standard  device 
of  these  "jury-charming"  plaintiff's 
lawyers.  Take  Michael  Beatty,  chief 
counsel  for  Coastal  Corp.,  the  Hous- 
ton-based gas  concern.  Seven  months 
ago  Beatty  convinced  a  Wyoming  jury 
that  an  Occidental  Petroleum  unit 
had  horned  in  on  a  Coastal  gas  con- 
tract. His  reward?  A  $549  million 
judgment  against  Occidental.  Predict- 
ably, Beatty  porn  aye:  j  Coastal  as  an 


Troublesome  trends 


America's  love  affair  with  lawsuits  has  escalated  from  medical  malprac- 
tice, to  product  liability,  to  suits  against  corporate  directors  and  officers. 
Meanwhile,  megatort  damage  awards  have  also  multiplied.  The  sharp  rise 
in  lawyers  may  simply  be  feeding  the  frenzy. 
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Director  &  officer  liability  cases' 


'Estimates  from  Wyatt  Co.  study  based  on  responses  by  1,047  companies.  JBased  on  product 
liability  claims  died  in  U.S.  district  courts.  'Based  on  50,000  physicians  and  surgeons  insured  by 
St.  Paul  Fire  &.  Manne  Insurance  Co.  4As  estimated  by  the  American  Bar  Association. 


important  Wyoming  employer  and 
contributor  to  the  local  economy. 
What's  more,  adds  a  source  close  to 
the  case,  "I  don't  think  the  jury  liked 
Oxy's  high-powered  law  firm  from 
Chicago." 

Wise  corporate  lawyers  are  already 
counseling  their  clients  to  watch  out 
for  the  pitfall  of  regional  chauvinism. 
Reports  Georgetown  law  professor 
Donald  Schwartz:  "A  client  talked  to 
me  about  this  a  short  while  ago.  He 
wanted  to  make  a  topping  bid  in  a 
takeover  battle  but  he  was  worried 
about  the  Texaco-Pennzoil  prece- 
dent." What  did  Schwartz  advise?  "I 
did  not  see  any  Texas  companies  in- 
volved, so  I  told  him  to  go  ahead."  In 
other  words,  if  the  target  company 
fxid  been  Texan,  Schwartz  would  have 
advised  his  client  to  steer  clear  of  the 
fray,  and  the  target  company's  share- 
holders would  never  have  received 
the  higher  bid. 

That  is  exactly  the  fate  suffered  by 
Eastern  Air  Lines  shareholders  when 
Eastern's  chairman,  Frank  Borman,  in 
the  midst  of  negotiating  a  merger 
with  Texas  Air,  effectively  blocked 
any  rival  bids  by  simply  mentioning 
the  Texaco-Pennzoil  precedent. 

Megatort  mania  promises  trouble 
aplenty  for  business  in  the  decade 
ahead,  says  West  Virginia  Supreme 
Court  Justice  Neely — and  not  just 


from  juries:  "So  often  the  decision 
facing  local  judges  will  be,  'Do  you 
want  to  redistribute  wealth  from  a 
Michigan  auto  manufacturer  to  a 
West  Virginia  worker  or  a  West  Vir- 
ginia company?'  The  decision  will  al- 
most always  favor  the  locals." 

Justice  Neely  wants  federal  courts 
to  take  over  more  business  cases  from 
state  courts,  just  as  the  federal  bench 
did  in  the  1960s,  using  the  1964  Civil 
Rights  Act  to  intervene  in  state  crimi- 
nal actions  throughout  the  South 
when  it  was  clear  that  local  law  en- 
forcement was  not  about  to  protect 
the  rights  of  victims  in  racial  attacks. 
By  intervening  in  these  megatort 
cases,  the  federal  judiciary  could  help 
establish  a  cohesive  body  of  national 
commercial  law  that  sets  some  sensi- 
ble limits  on  these  preposterous  dam- 
age awards.  In  the  Texaco-Pennzoil 
fiasco,  the  Supreme  Court  will  likely 
get  its  chance  next  year. 

Often,  lawsuits  can't  be  avoided. 
But  by  placing  business  at  the  mercy 
of  fee-obsessed  lawyers  who  pose  as 
populists,  megatort  mania  does  more 
than  create  uncertainty  in  board- 
rooms and  shortchange  shareholders; 
it  endangers  the  U.S.  economy  at  a 
time  when  businessmen  should  be 
worrying  about  how  to  stimulate 
growth,  not  how  to  defend  them- 
selves in  court.  ■ 


ssues  of  the  Information  Age: 


The  way  beyond  Babel. 


Imagine  trying 
to  build  a 
railroad  system  if 
every  locomotive 
manufacturer 
used  a  different 
track  gauge. 
Every  local  stretch 
of  railroad  had 
its  own  code  of 
signals.  And  in 
order  to  ride  a 
train,  you  needed 
to  know  the 
gauges  and  the 
signals  and 
the  switching 
procedures  and 
the  route  and  the  conductor's 
odd  pronunciation  of  the 
station  names. 

The  business  of  moving 
and  managing  information  is 
in  a  similar  state  today 
Machines  can't  always  talk  to 
each  other.  Proprietary  sys- 
tems and  networks  abound, 
with  suppliers  often  jockey- 
ing to  make  theirs  the  de 
facto  standard.  The  enormous 
potential  of  the  Information 
Age  is  being  dissipated  by 
incompatibility 

The  solution,  as  we  see  it,  is 
common  standards  which 
would  allow  electronic  systems 
in  one  or  many  locations  to 
work  together.  People  will  be 
informed  and  in  control, 
while  the  systems  exchange, 
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process,  and  act  on  informa- 
tion automatically 

AT&T  is  working  with 
national,  international,  and 
industry-wide  organizations 
to  set  up  comprehensive, 
international  standards  to  be 
shared  by  everyone  who  uses 
and  provides  information 
technology  We  think  it's  time 
for  everyone  in  our  industry 
to  commit  to  developing  firm, 
far-reaching  standards.  The 
goal:  to  provide  our  customers 
with  maximum  flexibility  and 
utility  Then,  they  can  decide 
how  and  with  whom  to  work. 

We  foresee  a  time  when  the 
promise  of  the  Information 
Age  will  be  realized.  People 
will  participate  in  a  world- 
wide Telecommunity  through 
a  vast,  global  network  of  net- 
works, the  merging  of  com- 
munications and  computers. 
They'll  be  able  to  handle 


information  in  any  form- 
conversation,  data,  images, 
text— as  easily  as  they  make  a 
phone  call  today 

The  science  is  here  now. 
The  technology  is  coming 
along  rapidly  But  only  with 
compatibility  will  the  barriers 
to  Telecommunity  recede. 

Telecommunity  is  our  goal- 
Technology  is  our  means" 

We're  committed  to  leading 
the  way 


AT&T 


In  most  places,  judges  who  take  money  from  litigants  end  up  in 
jail.  In  Texas,  they  win  elections,  and  its  all  perfectly  legal. 


The  best  justice 
money  can  buy 


By  William  P.  Barrett 

Since  1984  all  nine  jus- 
tices now  sitting  on 
Texas'  highest  civil 
bench,  the  Supreme 
Court,  have  accepted  at  least  $6,000 
each  from  lawyers  on  both  sides  of 
Pennzoil's  $11.1  billion  verdict 
against  Texaco. 

In  Texas  this  passing  of  money  to 
judges  is  called  campaign  contribu- 
tions and  is  perfectly  legal  as  long  as  it 
is  reported.  This  is  all  part  of  a  system 


which  forces  judges  here,  far  more 
than  in  most  other  states,  to  run  fre- 
quent, and  increasingly  costly,  elec- 
tion campaigns. 

What  makes  Texas  different — and 
so  blatant?  In  most  states,  high  court 
judges  are  appointed  by  the  governor. 
In  some  states  the  voters  elect  lower 
court  judges,  but  often  on  a  nonparti- 
san basis,  meaning  political  party  in- 
fluence is  minimized.  Other  states  let 
the  voters  say  yes  or  no  once  appoint- 
ed judges  have  served  a  minimum 
length  of  time.  But  Texas  is  the  larg- 


est of  just  a  handful  of  states  that  still 
elect  their  judiciary  top  to  bottom  in 
highly  partisan,  and  increasingly  ex- 
pensive, campaigns. 

The  terms  of  office  are  relatively 
short,  six  years  or  less.  So  Texas  judges 
always  have  their  hands  out — some- 
times way  out.  Their  biggest  and  most 
reliable  contributors?  Lawyers  who  try 
cases  in  the  Texas  courts,  of  course. 

So  it  is  somewhat  disingenuous  of 
Texaco,  for  example,  to  be  screaming 
about  the  $10,000  that  lead  Pennzoil 
lawyer  Joseph  D.  Jamail  Jr.  gave  An- 

Garv  Hjllgren 


IN  GOD  WE  TRUST 


FORBES,  JUNE  1,  1987 


^est- Bahrain -Natives,.^ 


NatWest-F  fl 


Stl 

mi 
fa 

m 
m. 


Record  profits  from  the  international 

Action  Bank 


lecord  profits  in  1986  have  again  shown 
lat  the  NatWest  Group  is  one  of  the  most 
uccessful  banks  in  the  World!' 

Lord  Boardman,  Chairman 
National  Westminster  Bank  PLC 

NatWest  is  now  represented  in  37  countries,  and 
strong  links  with  many  of  the  world's  leading 
rporate  institutions. 


inancial  Highlights  1986  (US  GAAP) 

Net  Income  £663m  $980m 

Return  on  Equity  21.8%  21.8% 

tockholders  Equity  £3,837m  $5,669m 

Total  Assets  £84.6bn  $125bn 

(£1= US  $1.4775) 


With  an  asset  base  of  US$125  billion,  and  top 
credit  ratings,  we  have  a  firm  and  growing 
commitment  to  the  North  American  marketplace. 

We  have  offices  in  most  major  US  cities,  all 
of  which  are  supplemented  by  our  subsidiaries 
NatWest  USA  and  NatWest  Commercial  Services  Inc.. 

We  were  the  first  commercial  banking  group 
to  obtain  permission  to  provide  a  combined  research 
and  brokerage  service  in  the  US.  And,  in 
October  1986,  we  made  an  issue  of  American 
Depository  Shares  which  are  now  listed  on  the 
New  York  Stock  Exchange. 

For  a  complete  review  of  NatWest's  activites  in 
1986,  please  complete  and  return  the  coupon  below. 


By  building  long-term,  lasting  relationships  with 
lir  customers,  we  can  ensure  that  we  are  always  well 
jaced  to  provide  the  international  financing  many  of 
em  need.  And,  as  more  and  more  international 
pmpanies  look  to  the  world's  capital  markets  for 
:eir  financial  needs,  we  are  ready  to  provide  the  right 
Solutions. 


IT. 


: 


In  the  USA,  represented  by  National  Westminster  Bank  PLC,  NatWest  USA  and 
NatWest  Commercial  Services  Offices  in: 
ATLANTA  (SOUTH  EAST  REGIONAL  OFFICE)  (404)  584  7388 
BOSTON  (617)  439  3160  •  CHICAGO  (312)  621 1500  ■  DALLAS:  (214)  922  9420 

HOUSTON:  (713)  227  5001  •  LOS  ANGELES  (213)  624  8555  •  MIAMI 
[305)  372 1400-  NEW  YORK:  (212)  602 4000 ■  SAN  FRANCISCO  (415)  956 8304 


To:  Gordon  Taylor,  SVP  and  Investor  Relations  Executive, 
National  Westminster  Bank  PLC, 
175  Water  Street,  New  York  NY10038. 
Please  send  me  a  copy  of  the  NatWest  Annual  Report  1986. 

Name  


Address. 


-Zip_ 
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&  National  Westminster 

The  Action  Bank 


COMPUTER  SIMULATION 
IS  MAKING  WHITE 
ELEPHANTS  EXTINCT. 


It  starts  innocently  enough.  Someone  gets  an  ides 
A  decision  is  made.  And  before  anyone  realizes  it,  thoi 
sands  of  dollars  and  innumerable  hours  have  been  spe 
on  a  system  that  may  not  work  as  intended. 

That's  how  white  elephants  are  born.  And  why 
Martin  Marietta  uses  computer  simulation  to  help  avoi 
them.  With  the  aid  of  some  of  the  world's  most  power- 


SI 


puters,  telecommunications  and  computer  soft- 
e're  able  to  put  designs  to  the  test  while  they're 
s. 

e  advantages  are  obvious.  We  can  fine-tune  an 
tion  network  or  predict  the  behavior  of  a  spacecraft 
re  a  penny  is  spent  on  design  and  development, 
ter  simulation  even  helps  us  train  users  in  advance 


so  that  they're  up  to  speed  by  the  time  a  system  is  ready. 

At  Martin  Marietta,  we  apply  the  same  creative  intel- 
ligence to  information  management  that  we  bring  to 
other  systems  and  products  in  communications,  space, 
defense  electronics,  energy  and  materials. 

Because  a  bad  idea  can  end  up  costing  a  lot  more  than 
peanuts. 


TERMINDING  TOMORROW'S  TECHNOLOGIES  EE^^^^BZiBl 

6801  ROCKLEDCE  DRIVE,  BETHESDA,  MARYLAND  20817 


Gannett  Co.,  the  nationwide  news  and  information  com- 
pany, reported  an  18  percent  gain  in  earnings  per  share  for  the 
13  weeks  ended  March  29,  1987,  the  78th  consecutive  increase 
in  comparative  quarterly  earnings  since  the  company  went 
public  in  1967. 

Period  Ending 
March  29 

13  Weeks 

Earnings  Per  Share         + 18% 

Net  Income  +17% 

Operating  Income  + 16% 

Net  Revenues  + 14% 

Revenues  and  earnings  for  the  first  quarter  include 
results  of  recently  acquired  operations,  including  The  Detroit  News, 
The  Courier-Journal  in  Louisville,  the  Arkansas  Gazette  in 
Little  Rock,  local  newspapers  in  California  and  New  Jersey, 
W*USA-TV  in  Washington,  D.C.,  KVUE-TV  in  Austin,  KHIT-FM 
in  Seattle,  and  KCMO/KCPW-FM  in  Kansas  City. 

Gannett  publishes  90  daily  newspapers,  including 
USA  TODAY,  39  non-daily  newspapers,  and  USA  WEEKEND, 
a  newspaper  magazine.  The  company  owns  eight  television 
stations  and  16  radio  stations.  Gannett  also  owns  the  largest 
outdoor  advertising  company  in  North  America. 

For  more  information  about  Gannett,  write  Corporate 
Communications,  P.O.  Box  7858,  Washington,  D.C.  20044. 

*J 
GANNETT 

A  WORLD  OF  DIFFERENT  VOICES 
VHERE  FREEDOM  SPEAKS 

©  Gannett  1987 


thony  Farris,  the  origi- 
nal trial  judge.  After 
all,  Texaco's  legal  team 
has  parked  at  least 
$72,000  over  the  last 
two  years  with  Texas 
Supreme  Court  judges,  who  could 
well  turn  out  to  be  the  most  impor- 
tant stop  on  its  appeals  route.  Texa- 
co's people  are  just  cheapskates.  Dur- 
ing that  same  period,  Pennzoil  law- 
yers, led  by  Jamail,  have  contributed 
four  times  as  much,  more  than 
$300,000. 

This  situation,  with  its  built-in  po- 
tential for  corruption,  arises  out  of 
Texas  history.  The  system  is  rooted  in 
the  state's  traditional  populism,  its 
intense  suspicion  of  government  in 
general  and,  especially,  of  centralized 


Since  1 980  the  Texas  Su- 
preme Court  has  greatly  ex- 
panded tort  liability, 
throwing  out  decades-old 
precedents.  And  the  Court 
of  Criminal  Appeals  regular- 
ly throws  out  convictions 
on  technicalities  that  out- 
Warren  the  Warren  Court  in 
protecting  criminals. 


appointive  power.  So  it  treats  its 
judges  like  politicians,  making  them 
subject  to  the  popular  will.  In  a  sim- 
pler world,  that  led  to  a  responsive  if 
idiosyncratic  judiciary;  today  it  opens 
the  door  to  tremendous  abuses  and 
certainly  the  appearance  of  judicial 
impropriety. 

The  recent  rise  of  the  Republican 
Party  in  what  had  been  a  one-party 
state  has  created  more  and  more  con-1 
tested  races.  One  study  by  the  Univer-; 
sity  of  Texas  found,  to  no  one's  sur- 
prise, that  the  top  spender  wins  two- 
thirds  of  the  time. 

Justices  insist  that  their  money- 
grubbing  never  influences  their  deci- 
sions in  specific  cases.  There's  plenty 
of  evidence,  though,  that  the  judges 
are  more  than  a  little,  shall  we  say, 
"responsive"  to  their  biggest  contrib- 
utors, plaintiff  tort  lawyers  and  crimi- 
nal defense  attorneys.  Texas'  split  ju- 
dicial system — the  Supreme  Court 
hears  only  civil  cases  while  the  co-t 
equal  Court  of  Criminal  Appeals  han- 
dles criminal  matters — makes  it  easy 
for  attorneys  to  target  their  contribu- 
tions for  maximum  effect. 

The  result?  Dramatically  pro-plain- 
tiff civil  court  decisions  that  are 
sharply  at  odds  with  Texas'  pro-busi- 
ness reputation;  and  a  breathtakingly 
liberal  criminal  court  that  defies  thel 


FORBES,  JUNE  1,  1987 


Very  Dependable. 
Accurate.  And  Swiss. 


Very  American,  too.  Proud.  Inventive.  And 
involved. 

It's  that  perfect.blend  of  American  innovation  and 
Swiss  exactness  that  makes  us  the  best  insurance 
protection  for  your  valued  business. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 


Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
dependability 


Zurich-American 

American  Creativity.  Swiss  Dependability. 

ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company*  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg.  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 

©  1987  Zurich  Insurance  Company 
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state's  other 
wise  conser- 
vative bent 

Put  it  this 
way:  In  the 
name  of  popu- 
lism, the  Texas  court  system 
actually  thwarts  the  will  of 
the  electorate.  The  electorate 
says  that  it  wants  a  pro-busi- 
ness climate;  the  judiciary  en- 
courages exactly  the  opposite. 

Since  1980  the  Texas  Su- 
preme Court  has  greatly  ex- 
panded tort  liability  in  gener- 
al, regularly  tossing  out  de- 
cades-old precedents.  It  has 
made  it  much  easier  to  col- 
lect punitive  damages,  al- 
lowed interest  to  accrue  from 
the  date  of  injury  rather  than 
the  date  of  the  verdict  and 
permitted  parents  to  collect 
for  mental  anguish  over  their 
children's  wrongful  deaths 
without  having  to  show  fi- 
nancial loss.  The  justices 
have  defended  their  actions 
by  noting  that  top  courts  in  most 
states  adopted  these  rules  years  ago, 
asserting  that  Texas  was  simply 
catching  up  with  the  times.  The  pace, 
however,  has  been  astonishing. 

The  Court  of  Criminal  Appeals,  for 
its  part,  regularly  invalidates  convic- 
tions on  technicalities  that  out-War- 
ren the  Warren  Court  in  protecting 
criminals.  Virtually  alone  among  the 
states,  Texas  makes  oral  con- 
fessions in  Texas  illegal  as 
evidence.  In  1980  the  court 
threw  out  a  theft  conviction 
on  grounds  the  indictment  re- 
ferred to  "Montgomery  Ward 
&  Co."  while  trial  testimony 
referred  only  to  "Montgom- 
ery Ward." 

How  good  are  the  judges? 
How  qualified  is  the  average 
voter  to  judge  legal  qualifica- 
tions? In  1976,  for  example, 
Texas  voters  elected  one  Don 
Yarbrough  to  the  Supreme 
Court.  Many  voters  mistak- 
enly thought  they  were  voting 
either  for  the  Don  Yarborough 
who  had  already  run  for  gover- 
nor twice  or  for  Ralph  Yarbor- 
ough, the  state's  former  U.S. 
Senator.  Six  months  after  his 
election,  Don  Yarbrough,  the 
judge,  resigned  under  threat  of 
impeachment  and  later  went 
to  jail  for  perjury,  bond-jump- 
ing and  bribery. 

Judges  with  historically 
resonant  names  like  Sam 


Texas  Supreme  Court  Justice  C.L.  Ray 
Did.  he  help  out  a  political  supporter? 


Houston  Clinton  and  John  Marshall 
win  by  fabulous  margins.  Former 
Chief  Justice  Robert  Calvert  figured 
he  picked  up  votes  from  the  public's 
fondness  for  Calvert  Whiskey  (no  re- 
lation). An  exit  poll  of  Dallas  voters 
that  appeared  in  Tfje  Texas  Lawyer  last 
year  found  that  81%  didn't  recognize 
the  name  of  a  given  judicial  candidate 
on  the  ballot  they  had  just  voted  on. 


Justice  William  Kilgarlin 

Merely  ''too  accessible,"  his  lawyer  says. 


Which  could,  sorrowfully, 
probably  be  said  for  most 
voters  in  most  elections  in 
most  states,  but  the  situation 
is  worse  in  Texas,  where  all 
the  judges  are  elected. 

Wining  and  dining  of  judges 
and  their  staff  by  lawyers  of- 
ten goes  to  extremes  in  Texas. 
Supreme  Court  judges  have 
been  known  to  accept  free 
airplane  trips  from  attorneys 
who  appear  before  them.  In 
1985  newly  elected  Chief  Jus- 
tice John  Hill  had  to  issue  a 
memo  suggesting  his  breth- 
ren avoid  lunching  with  law- 
yers appearing  before  them 
the  same  day. 

Since  the  beginning  of  last 
year,  the  public  focus  on  pos- 
sible state  court  corruption 
has  sharpened  as  a  Texas  leg- 
islative committee  heard 
some  pretty  gamey  testimo- 
ny about  goings-on  in  the 

  high  court.  Justice  C.L.  Ray 

allegedly  intervened  on  be- 
half of  a  political  supporter  to  transfer 
a  slow-moving  case  in  a  lower  court. 
During  the  deliberations  of  pending 
cases,  Ray  and  another  justice,  Wil- 
liam Kilgarlin,  were  said  to  have  had 
contacts  with  lawyers  for  one  side. 
One  witness,  Houston  investor  Henry 
Taub,  told  the  committee  Ray  ap- 
proached him  at  a  judicial  campaign 
fundraiser  and  promised  him  help  in 
pending  and  future  cases. 

The  investigation  is  con- 
tinuing—but in  secret — by 
the  state  Judicial  Conduct 
Commission,  a  thinly  staffed 
panel  with  5  of  1 1  members 
appointed  by  the  Supreme 
Court.  Randall  Buck  Wood, 
the  lawyer  for  Ray  and  Kil- 
garlin, denies  any  impropri- 
eties, calling  several  of  the 
witnesses  liars.  He  defends 
campaign  contributions  and 
elected  judges  as  true  democ- 
racy and  says  at  worst  his 
clients  are  guilty  of  merely 
being  "too  accessible." 

Certainly,  the  Texas  sys- 
tem isn't  all  bad.  Many  ex- 
tremely intelligent,  respect- 
ed and  competent  judges  find 
their  way  to  the  Texas  judi- 
ciary. Besides,  there  is  a  re- 
freshing candor  about  a  pro- 
cess that  doesn't  try  to  pre- 
tend the  judicial  process  is 
apolitical.  Only,  in  Texas,  it 
is  a  good  deal  less  apolitical 
than  in  most  other  states.  ■ 
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SCOTLAND 
An  economy 
ready  for  the 
1990s 


Scotland  has  an  economy  poised  for  expansion.  As  the  growth  in 
world  trade  starts  to  accelerate,  Scottish  industries  are  well  placed  both 
geographically  and  commercially  to  take  an  increasing  share 

of  the  action. 


The  present  favored  position, 
wever,  has  not  been  won  easily, 
iroughout  the  60s  and  70s  Scotland 
tw  its  traditional  smokestack 
dustries-steel,  coal,  shipbuilding, 
gineering  and  textiles-run  down  fast. 
>zens  of  plants  were  closed, 
usands  of  jobs  were  lost  and  as  they 
:ed  up  to  the  fact  that  after  decades  of 
minance  they  had  become  uncom- 
titive  with  the  Far  East 
3ut  taking  these  blows  on  the  chin 
ly  meant  that  the  country  was  able  to 
:k  itself  up  sooner  than  many  of  its 
ropean  neighbors.  What  was  left  of 
old  industries  became  leaner  and 
er-they  had  to  just  to  survive.  And  on 
;  ground  they  vacated,  new  industries 
rang  up:  the  largest  oil  industry  in 
rope,  one  of  the  biggest  concentra- 
ns  of  electronics,  a  financial  center 
:ond  only  in  Britain  to  the  City  of 
ndon. 

In  employment  there  has  been  a 
issive  shift  away  from  manufacturing 
the  service  sector.  Two-thirds  of  Scots 
w  work  in  services,  compared  to  55% 
England.  Yet  output  in  the  economy 
s  risen-the  result  of  impressive 


productivity  gains. 

In  the  UK  as  a  whole  output  per  man 
grew  by  an  average  5.2%  a  year  in  the 
period  1980-5,  a  bigger  increase  than 
any  of  the  other  members  of  OECD.  In 
terms  of  output  per  hour,  the  average 
annual  rise  was  5.7%,  a  figure  bested 
only  by  Japan. 

Scotland  played  its  part  in  this 
performance,  particularly  in  its  high 
technology  industries.  Output  per 
employee  shot  up  by  109%  between 
1980  and  1984.  In  the  information 
systems  companies,  where  Scotland  is 
particularly  strong,  the  hike  was  nearly 
double,  at  213%. 

Underpinning  this  growth  has  been  a 
dramatic  improvement  in  labor 
relations.  Many  high  tech  companies 
regularly  report  zero  downtime  as  a 
consequence  of  disputes,  and  the  new 
climate  has  spread  to  the  smokestack 
areas.  Shipyards  and  steel  works,  once 
plagued  by  wildcat  walk  outs  and 
multiple  labor  unions,  have  developed  a 
new  spirit  of  co-operation  between 
management  and  workforce. 

Investment-both  public  and  private- 
has  also  been  stepped  up.  Across  the 


board  in  the  private  sector,  industrial 
investment  has  been  made  to  increase 
the  range  and  quality  of  products  and 
reduce  unit  costs.  Scottish  manufac- 
tured goods  now  compete  on  keener 
terms  than  they  did  even  ten  years  ago. 

Public  investment  has  upgraded  road, 
rail  and  airports  and  helped  to  bring 
down  electricity  costs  by  replacing  oil 
and  coal  fired  stations  with  nuclear 
power  stations.  Scotland  has  an  energy 
surplus.  Its  oil  resources,  which  supply 
the  whole  of  the  UK  and  help  keep 
Britain's  balance  of  payments  healthy 
and  it  is  a  net  exporter  of  electricity, 
through  the  British  national  grid. 

Change  has  had  to  come,  too,  in  the 
Scottish  education  system-one  of  the 
oldest  and  best  respected  in  Europe. 
Scottish  universities  still  produce  the 
pure  scientists  and  mechanical 
engineers  which,  from  James  Watt  to  Sir 
Ian  McGregor,  made  the  country  world 
famous.  But  it  is  now  also  a  center  for 
research  into  electronics  and  electrical 
engineering,  artificial  intelligence  and 
biotechnology.  The  first  SDI  research 
contract  to  be  awarded  outside  the  U.S. 
went  to  a  Scottish  university. 


ADVERTISEMENT  2 

Why  Scotland 
is  a  good 
investment 


Rifkind:  Scotland  now 
more  broadly  based. 


"Scotland  gives  access  to  what  is  quite  literally  a 
vast  potential  market. " 


Malcolm  Rifkind  is  the  Secretary  of 
State  for  Scotland.  At  41  he  is  the 
youngest  member  of  Prime  Minister 
Margaret  Thatcher's  cabinet.  A  lawyer 
and  former  lecturer  in  politics,  today  he 
carries  one  of  the  more  demanding  jobs 
in  the  British  Government,  taking  on  the 
whole  gamut  of  economic,  political  and 
social  problems  facing  the  five  million 
people  in  Scotland.  He  has  had  to  face 
the  legacy  of  declining  heavy  industry, 
the  demands  of  struggling  new  sunrise 
sectors  like  electronics  and  the 
awkwardness  of  being  a  Conservative 
minister  in  a  part  of  Britain  which  by 
and  large  votes  Labor.  Here  are  his 
views  on  the  outlook  for  business  in 
Scotland. 

Q:  Mr  Rifkind,  is  Scotland  a  good 
investment? 

A:  I  would  never  ask  an  American 
investor  or  anyone  else  to  do  us  a  favor 
but  to  do  themselves  a  favor.  I  think  that 
evidence  of  the  importance  of  that 
conclusion  has  been  more  than 
manifested  by  American  companies 
themselves.  There  recently  was  a 
survey  of  450  electronics  companies 
which  looked  at  the  whole  of  Europe 
and  identified  Scotland  as  the  most 
attractive  place  to  invest.  That  was 
obviously  a  conclusion  based  on  their 
own  assessment  of  their  own  interests 
rather  than  on  sentimental  or  romantic 
reasons. 

They  identified  the  quality  of  the 
work-force  in  Scotland,  the  general 
economic  climate,  the  attitude  of  the 
government  to  the  promotion  of 
enterprise,  the  extent  to  which  various 
government  and  private  sector  agencies 
in  Scotland  are  able  to  work  together  to 
provide  an  attractive  package  for  those 
contemplating  investment  in  Scotland. 
The  dramatic  changes  to  industrial 
relations  that  have  effected  the  United 
Kingdom  as  a  whole  have  meant  that 

te  reputation  of  the  UK  for  industrial 
■  iiitely  better  than  it  has 
■  r  many  many  years. 

these  considerations  is 


the  fact  that  Scotland  is  an  integral  part 
of  the  Common  Market  and  therefore  a 
location  in  Scotland  is  one  of  the  few 
English-speaking  parts  of  the  European 
Community  that  gives  access  to  what  is 
quite  literally  a  vast  potential  market 
throughout  Western  Europe. 

If  one  thinks  of  the  extent  to  which 
Edinburgh  in  particular  and  Scotland  as 
a  whole  is  a  very  prominant  center  for 
financial  institutions;  that  is  of  particular 
importance  not  just  to  that  sector  but 
also  to  that  manufacturing.  The  easy 
availability  in  Scotland  of  banks, 
insurance  companies  or  investment 
fund  managers  is  something  one  will 
find  nowhere  else  in  Britain  outside 
London  and  indeed  not  to  the  same 
extent  in  many  other  parts  of  Europe. 

Q:  Do  you  see  Scotland's  image 
changing  radically  in  the  next 
10  years.  More  to  the  point,  how 
would  you  like  to  see  Scotland 
changing? 

A:  I  think  people  will  look  back  on  the 
last  few  years  as  being  the  time  when 
Scotland  developed  from  being  a  rather 
narrowly- based  economy,  highly 
dependent  on  older  traditional  heavy 
industries,  and  became  an  economy 
which  was  much  more  broadly- based. 
An  economy  with  a  continuing,  albeit 
smaller,  traditional  heavy  industrial 
sector  but  with  an  increasing  emphasis 
on  lighter  industries,  on  more 
technologically  orientated  industries, 
financial  institutions  and  other  sectors 
of  that  kind. 

I  am  an  enthusiast  for  developing  the 
manufacturing  sector  but  you  do  not  do 
that  by  a  sentimental  attachment  of  an 
exclusive  kind  to  traditional  heavy 
industries.  Their  relevance  is  bound  to 
be  less  than  it  used  to  be.  But  we  want  to 
retain  a  viable  but  smaller  heavy 
traditional  sector  but  supplement  it  in 
two  ways:  in  part  by  the  growth  of  new 
manufacturing  industries-and  the 
electronics  industry  is  as  important  as 
an  example  of  this  solution-and 
second,  by  maximum  encouragement 


to  small  businesses,  many  of  which  will 
be  manufacturing. 

Q:  Shouldn't  we  market  that 
particular  "Scottish"  quality? 

A:  No.  Don't  ask  people  to  buy 
something  because  it  is  Scottish.  That 
may  be  attractive  to  Scots.  The  vast 
majority  of  our  markets  must  be 
assumed  to  be  people  with  no 
sentimental  or  romantic  association  to 
Scotland.  We  can  only  sell  our  products 
if  they  are  of  a  sufficient  quality  and  at 
an  attractive  price  to  make  it  worth  theii 
while.  You  cannot  have  a  successful 
economy  based  on  sentiment. 

Q:  Should  we  emulate  the 
United  States? 

A:  Scotland  and  the  United  Kingdom  as 
a  whole  are  not  the  United  States  and 
therefore,  will  not  succeed  through  the 
same  approaches.  But  there  are  certain 
minds,  attitudes,  and  aspirations  which 
are  not  national  in  their  origin.  What  I 
admire  most  in  the  United  States  is  the 
entrepreneurial  spirit;  the  realisation 
that  it  is  pointless  to  discuss  how  wealth 
can  be  used  until  wealth  is  created.  And 
the  great  pride  is  that  this  economy  has 
been  able  to  create  a  very  high  standarc 
of  living  for  the  vast  majority  of  its 
people. 

Q:  How  can  you  convince  Scots 
about  popular  capitalism  in  a 
country  which  traditionally  votes 
Socialist? 

A:  Political  habits  tend  to  be  the  last 
things  that  change.  But  what  we  already 
see  is  a  tremendous  change  in  attitudes, 
which  actually  point  in  the  same 
direction.  We  can  show  how  the 
concept  of  a  property-owning 
democracy  has  now  become  extremely, 
relevant  to  the  holding  of  shares,  and 
the  participation  in  shares-the  number 
of  shareholders  in  the  United  Kingdom 
has  gone  up  from  three  million  to  nine 
million  in  the  last  few  years.  Scots  have 
been  involved  in  that  in  a  very 
significant  extent 

Q:  Is  it  still  true  that  a  Scot  has  to 
leave  Scotland  to  be  a  real  success') 

A:  No  he  does  not  And  one  of  the  most) 
encouraging  developments  is  that  in 
some  cases,  the  reverse  is  true.  When 
you  take,  for  example,  the  most  fragile 
part  of  the  economy,  the  Highlands  and 
Islands.  For  the  first  time  in  over  100 
years  the  population  of  the  area  has 
actually  gone  up.  That  means  that  the 
perception  of  Scots  as  to  where  they 
can  develop  their  talents  has  changed. 
1  would  be  sad  if  all  Scots  insisted  in 
remaining  in  Scotland  because  part  of 
Scotland's  great  contribution  to  the 
world  has  been  that  some  of  its  sons 
and  daughters  have  gone  elsewhere 
and  made  their  contribution.  The  exten 
to  which  they  had  to  do  that  and  that 
they  choose  to  do  is  far  less  now  than 
for  many  years. 
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LOCATE  IN  SCOTLAND. 

r  THE  CENTRE  OF  EUROPEAN  ACHIEVEMENT. 

In    Scotland    you    will    find  five 

)lanned  communities-Cumbernauld, 
ast  Kilbride,  Glenrothes,  Irvine  and 
ivingston.   Each   new  communit) 
las  its  own  distinctive  characteristics 
>ut  they  have  certain  vitally  impor- 
ant  qualities  in  common.  Firstly,  they 
11  have  young,  highly  educated  and 
ommitted  workforces  that  thrive  on 
hallenge.    Secondly,    these  skilled 
porkers  are  so  dedicated  to  develop- 
ing high  technology  industry  that 
recent  study  of  the  top  American 
ompanies     already     located  in 
cotland  showed  how  they  had  won  | 
ieir  overwhelming  respect.  Just  as 
ioneering  Scots  found  that  America 
rovided  fertile  soil  for  Scots  enter 
rise  so  American  corporations  are 
ow  looking  to  these  new  com 
^unities    in    Scotland    for  their 
uropean  bases.  Corporations  like 
Rockwell,  Beckman,  Hyster  and 
'ameron  have  all  successfully  located  in  the  new  communities.  For  the  business  leaders 
f  tomorrow  Scotland  is  the  key  to  Europe.  Come  to  Scotland  and  you'll  never 
,ok  back.  Call  toll-free  1-800  The  Scot 
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Scottish 
Development 
Agency 


THE  SCOTTISH  DEVELOPMENT  AGENCY,  THROUGH  A  SINGLE  ENTRY  POINT,  OFFERS  U.S.  COMPANIES  ALLTHE  Y  NEED  TO  KNOW  ABOUT 
GATING  IN  SCOTLAND.  CALLTOLL-FREE  1-800  THE  SCOT,  OR  SEND  YOUR  BUSINESS  CARD  TO  I  LANDMARK  SQUARE,  SUITE  810,  STAMFORD,  CONNECTICUT  06901 

TEL:  (203)  32  5  852  5.  SDA  OFFICES  ALSO  IN  HOUSTON,  CHICAGO  AND  SAN  FRANCISCO, 
his  material  is  published  by  the  Scottish  Development  Agency.  1  Landmark  Square,  Suite  810,  Stamford,  Connecticul  06901.  which  is  registered  under  the  Foreign  Agents  Registration  Act.  as  an  agent  ol  the  Scottish  Development 
3ncy.  Glasgow,  Scotland  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  this  material  by  the  United  States  Government 


Money  men  export 
their  skills  to  the  U.S. 

"Sometimes  we  may  sell  too  early,  but  we  do  get 
performance  with  less  risk  Americans  appear  to 
like  it." 


Alan  Kemp  has  been  picking 
American  stocks  for  ten  years:  "We  are 
looking  for  the  embryo  growth  stocks," 
he  says.  "That's  the  joy  of  the  US-they 
keep  appearing." 

Kemp  likes  nothing  better  than 
seeking  out  the  lesser  known  American 
growth  stocks.  He  prefers  the 
recommendations  of  smart  regional 
brokers  to  those  of  the  big  New  York 
houses,  but  before  putting  in  cash,  one 
of  his  team  always  follows  up  by  doing 
his  own  research  and  usually  visiting 
the  company  to  look  the  management 
in  the  eye.  It's  the  classic  Scots  style  of 
investment:  away  from  the  herd  and 
with  a  heavy  emphasis  on  people. 

For  most  of  his  career  Kemp  has  been 
managing  the  American  portfolio  of  the 
Edinburgh  Investment  Trust,  a  $900 
million  closed-end  mutual  fund 
managed  by  Dunedin  Fund  Managers. 


Hammond-Chambers:  Long  run. 


Now  he  also  picks  US  investments  for 
American  investors. 

Like  many  of  the  other  major  Scottish 
fund  management  houses,  Dunedin  is 
getting  an  increasing  amount  of  its 
business  from  the  US  through  a  joint 
venture  marketing  agreement  with  a  US 
partner.  In  Dunedin's  case  with  Key  Trust 
Co.,  the  investment  management  arm  of 
Key  Corp.  (Although  it  also  manages 
non-US  funds  for  Harris  Trust  of 
Chicago.) 

It  is  an  arrangement  which  appears  to 
work  well:  The  Americans  handle  the 
marketing  and  administration  and  the 
Scots  do  what  they've  traditionally  been 
good  at,  managing  global  portfolios. 

Alex  Hammond  Chambers,  chairman 
of  Ivory  &  Sime  (over  $4  billion  under 
management),  admits  frankly:  "There  is 
no  doubt  that  our  style  of  investment  is 
out  of  fashion.  Markets  are  speculative 


Kemp:  Stock  picker. 


at  the  moment  and  dominated  by  a  few) 
large  companies.  We  are  very  selective 
and  we  look  for  the  long  run." 

Ivory  &  Sime  has  its  joint  venture  witl 
Jamison  Eaton  and  Woods,  a  fund 
management  house  of  a  similar  size  to 
itself,  based  in  Chatham,  New  Jersey. 
The  Scots  managers  make  300-400 
company  visits  a  year,  says  Hammond 
Chambers,  and  keep  in  regular  touch 
with  the  companies  in  which  they  place 
money. 

Hammond  Chambers,  who  recently 
completed  a  three-year  term  on  the 
board  of  NASDAQ,  sees  the  amount  of 
business  coming  to  Scotland  from  the 
US  increasing  rapidly  over  the  next  ten 
years  as  Americans  come  to  realise  the 
value  of  putting  a  large  proportion  of 
their  savings  overseas.  The  Scots,  with  a 
hundred  years  of  international 
investment  experience  behind  them  art 
ideally  placed  to  manage  it 

Dunedin's  Grant  Cochrane 
comments:  "In  the  global  stockmarket 
you  don't  want  to  be  on  the  same 
aircraft  as  everybody  else.  The  locals 
can  spot  a  foreigner  with  money  a  mile 
off,  and  the  prices  go  up  accordingly. 
We  travel  alone  and  sniff  out  the 
situation  on  the  ground.  We've  been 
doing  it  for  decades.  We  come  with  buil 
in  contacts." 

Other  Scots  groups  with  American 
links  include  Edinburgh  Fund 
Managers,  through  its  Edinburgh- 
Wilmington  joint  venture,  and  Stewart 
Ivory,  through  its  join  up  with  Babson  & 
Co  of  Boston. 

Japan,  with  its  huge  personal  savings] 
is  also  seen  as  a  growing  source  of 
business  and  two  companies  have 
already  forged  links  there.  Murray 
Johnstone  with  Yamaichi  International 
Capital  Management  and  Ivory  &  Sime 
with  Sumitomo  Life  and  Sumitomo 
Trust  &  Bank. 


The  new  team 
leading  The 
Scotsman. 


n  is:  Expanding. 


Roger  Ridley -Thomas  and  Chris  Baur 
make  a  formidable  team-and  they  need 
to  be.  They  lead  the  management  of 
"The  Scotsman"-one  of  Scotland's 
oldest  daily  newspapers-at  a  time  of 
maximum  change  and  challenge. 

To  Ridley-Thomas  falls  the  task  of 
shepherding  the  Edinburgh-based 
business  successfully  through  the 
introduction  of  the  latest  developments 
in  newspaper  technology  including 
high  quality  four  color  printing  in  an 
industry  famous  for  its  ability  to  resist 
change  and  modernisation. 

As  Editor,  Baur  is  changing  both  the 
physical  look  of  the  paper  at  the  same 
time  as  broadening  its  editorial  appeal 
with  the  help  of  a  team  of  senior  writers 
he  has  brought  in  during  the  last  year, 
including  the  paper's  first  woman 
assistant  editor,  Ruth  Wishart,  imported 
to  Edinburgh  from  the  city's  arch-rival, 
Glasgow,  with  the  specific  brief  to  help 


ensure  the  paper  will  appeal  to  more 
women  readers. 

Both  Baur  and  Ridley-Thomas  seem 
to  thrive  on  their  considerable 
workload,  and  rumors  abound  that  they 
are  already  running  feasibility  studies 
on  new  products  they  intend 
introducing  to  their  distinguished  stable| 
during  the  next  twelve  months. 


Baur:  New  products. 


A  GATHERING  OF  WORLD  LEADERS. 


Take  a  look  at  the  whiskies 
you  see  before  you. 

Different  though  each  is,  they 
all  have  one  thing  in  common. 

They  are  all  United  Distillers 
Group's  Brands. 

With  29  malt  and  4  grain 
distilleries,  we're  the  world's  largest 
producer  of  Scotch  Whisky. 

We're  also  one  of  Scotland's 
largest  employers,  with  more  than 
6,000  people  working  from  John 
O'Groats  to  the  Borders. 

But  although  our  home  is 
Scotland, our  market  is  the  world. 


A  perfect  example  being  the 
legendary  Johnnie  Walker,  which 
sells  more  than  any  other  Scotch 
worldwide. 

Then  there  is  Bell's. 

Not  only  the  leading  brand  in 
the  whole  of  the  UK,  it's  also  the 
number  three  in  the  world. 

While  in  Japan,  they're  ob- 
viously partial  to  a  drop  of  White 
Horse,  since  it  is  now  their  top 
selling  brand. 

Also  continuing  to  gain  popu- 
larity is  Cardhu,  which  is  regarded 
in  some  70  countries  as  arguably 


the  finest  Speyside  single  malt 
whisky 

And  here  in  America,  Dewar's 
White  Label  outsells  every  other 
Scotch  Whisky. 

Obviously  we  are  delighted 
with  our  success  as  an  inter- 
national company. 

But  we  are  equally  proud  of 
the  contribution  this  success  is 
making  to  Scotland's  economy. 

UNITED  DISTILLERS 
GROUP 

A  member  of  Guinness  PLC 


AUVCKlISEiIVICiPi]  " 


The  Royal  starts  its 
shopping-for  a  U.S.  bank. 


"A  decade  ago  it  would  not  have  been  possible  to 
do  what  we  are  doing  now.  We  can  run  an 
international  group  and  still  stay  in  Edinburgh. " 


The  Darien  Scheme,  a  disastrous 
piece  of  colonial  speculation  whose 
collapse  led  the  Scots  into  union  with 
England  in  1707,  was  the  last  item  of 
South  American  debt  to  have  a  serious 
impact  on  the  balance  sheet  of  the 
Royal  Bank  of  Scotland.  Since  then  cool 
Scottish  prudence  has  overruled  any 
urge  to  gamble. 

"We  could  write  off  every  penny  of 
sovereign  debt  in  our  loan  book  and  still 
be  in  business,"  says  group  chief 
executive  Charles  Winter.  "There  aren't 
many  international  banks  that  can  say 
that" 

The  strength  of  the  Royal's  balance 
sheet  (assets  $26  billion)  is  one  reason 
why  it  is  being  taken  seriously  in  its 
stated  ambition  to  build  an  international 
financial  services  group  headquartered 
in  Edinburgh.  Its  retail  banking  activities 
already  extended  throughout  the  British 
Isles,  it  has  moved  into  leasing  finance, 
insurance  and,  through  its  purchase  of 
Charterhouse,  one  of  London's  select 
band  of  blue-blooded  merchant  banks, 
corporate  finance  and  investment 


banking. 

Overseas,  the  Royal  has  an  office 
network  which  stretches  from  Tokyo  to 
Sao  Paulo.  But  it  is  in  the  US  that  it  still 
has  unfulfilled  dreams.  Although  the 
Royal  has  a  full  branch  in  New  York  and 
agencies  or  rep  offices  in  Chicago,  San 
Francisco,  Los  Angeles  and  Houston, 
Winter  hankers  after  an  acquisition. 

"We  are  big  enough  to  buy  a 
significant  regional  bank  in  the  US,  but 
we  have  been  taking  our  time  in  looking 
for  one,"  he  comments.  "When  we 
looked  at  the  position  at  the  beginning 
of  1986  any  bank  we  would  have  had 
the  slightest  interest  in  was  changing 
hands  at  two  to  two-and-a-half  times 
book.  When  we  dusted  down  the  hie  a 
month  ago,  that  had  come  down  to  one- 
and-a-half  or  one-and-threequarters. 
That  is  starting  to  become  a  little  more 
comfortable." 

Kidder  Peabody  has  been  appointed 
to  help  with  the  search,  but  the  Royal's 
requirements  are  demanding.  It  wants  a 
bank  with  sufficient  prestige  to  act  as  its 
flagship  in  the  US,  but  is  still  keen  to  be 


Winter:  balance  sheet  strength. 


able  to  use  its  own  expertise  to  add 
value  to  the  cash  it  spends. 

"We  are  looking  for  a  bank  which  is 
cash  rich,  but  doesn't  have  the  skill  in 
commercial  lending  or  in  the  use  of 
technology  which  we  do.  Obviously 
there  are  not  many  banks  in  that 
position,  but  with  14,000  to  choose  from 
if  you  look  long  enough  you  find  somei 

Technology  is  the  key  to  the  Royal's 
UK  banking  operation.  Transactions 
through  900  branches  and  an  inter- 
bank network  of  3,500  automatic  cash 
dispensing  machines  are  processed  by 
two  IBM  Sierra  3090  computers  in 
Edinburgh.  The  group  also  makes 
heavy  use  of  sophisticated  telecom- 
munications and  video-conferencing  to 
link  its  offices  in  London  and  the 
Scottish  capital. 

"A  decade  ago  it  would  not  have  beej 
possible  to  do  what  we  are  doing  now, 
you  would  have  had  to  have  been  in 
London,"  says  Winter.  "But  now  the 
technology  is  so  good  that  we  can  run 
an  international  group  and  still  stay  in 
Edinburgh." 


mi 


:  (seated)  Deputy  Chief  Executive  Rob  Farley,  Chairman  Sir  Michael  Herries,  Chief  Executive  Charles  Winter. 
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Ivory  &  Sime  is  one  of  Britain's  and  Europe's  leading  investment  houses,  % 


with  funds  of  approximately  $4.5  billion  under  management  worldwide, 
and  with  particularly  strong  connections  in  North  America. 
In  this  age  of  the  financial  conglomerate,  we  continue  to  be  independent  and  , 
c\.  single  -  minded  specialists  in  investment  management. 
c  \  Our  business  is  the  management  of  other  people's  money,  Xs 
:<\  and  our  clients  include  major  investment  trusts,  pension  funds  - 

including  a  number  in  the  United  States  -  t^X" 


and  other  international  corporate  clients. 


The  Company's  revenue  and  its  success  depend  solely  on  how  well  we  fulfil  s 


0*1 


our  obligations  to  those  who  entrust  their  money  to  us. 
x/'    .  This  powerful  incentive  is  the  basis  of  a  long  term  performance  record 

'   /  c;  that  has  spoken  for  itself  for  generations  and  will  continue  ::.A 
op  to  do  so  in  the  future 


v 


For  more  information  on  Ivory  &  Sime,  write  or  telephone  David  Ross. 
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DEPENDENT  INVESTMENT  MANAGEMENT  WORLDWIDE 

i  ME  CHARLOTTE  SQUARE  EDINBURGH  EH2  4DZ  SCOTLAND  TELEPHONE  031-225  1357.  < 


INDEPENDENT'S  DAY 
7th October 1986. 


Not  since  the  4th  of  July  1776 
had  a  start-up  venture  so  surprised 
the  British  establishment. 

Only  this  time  it  wasn't  a  nation's 
Declaration  of  Independence,  it  was 
a  national  newspaper's. 

The  Independent. 

Its  founders  were  determined  it 
should  be  independent  of  mind  as 
well  as  in  name.  And  that  meant 
independent  of  means. 

No  Press  Barons  calling  the 
shots.  No  political  parties  throwing 
their  weight  around.  No  editorial 
strings  attached. 

Initially,  its  only  prospective 
shareholders,  were  the  journalists 
prepared  to  write  for  the  paper.  Its 
only  assets  -  their  good  names  and 
professional  skills. 

It  really  did  seem  more  idealistic 
than  practical. 

After  all,  venture  capital  for  an 
industrial  start-up  of  this  scale  from 
scratch  had  never  been  raised  before 
in  the  City  of  London. 

Fortunately  The  Independents 
founding  father  was  the  ex-City 
Editor  of  The  Daily  Telegraph.  He 
knew  what  he  was  doing. 

He  approached  Charterhouse,  the 
investment  banking  arm  of  The 
Royal  Bank  of  Scotland  Group,  a 
company  with  a  reputation  few  can 
match  for  raising  unquoted  equity 
through  private  placings. 

For  a  change,  it  was  the  City  put- 
ting the  tough  questions  to  the  Press. 

Could  a  market  opportunity  be 
identified?  Could  a  paper  be  pro- 
duced to  answer  the  need?  What 


made  him  think  he  was  the  man  to 
do  it? 

The  Editor  and  his  colleagues  put 
their  case  well.  First,  to  Charter- 
house. Then,  through  one  presenta- 
tion after  another,  to  a  number  of 
the  City's  leading  financial  insti- 
tutions. 

The  writers  got  their  under- 
writers. 

All  that  remained  for  us  to  do,  at 
our  London  City  Office,  was  to  pro- 
vide the  full  banking  service  request- 
ed by  the  new  venture-and  break 
open  the  champagne. 

Not  the  biggest  deal  we've  pulled 
off,  by  any  means,  but  one  very  close 
to  our  hearts. 

Being  an  international  financial 
services  organisation,  with  our  own 
retail  and  investment  banking  groups, 
plus  our  own  investment  manage- 
ment, finance,  leasing  and  insurance 
divisions,  we  honour  independence 
and  self-sufficiency  when  we  see  it. 

As  any  entrepreneurial  manage- 
ment team  will  find  out  if  it  contacts 
us  in  New  York. 

John  Barclay,  Executive  Vice- 
President  of  The  Royal  Bank  of 
Scotland  at  63  Wall  Street,  NY  10005, 
(212)  269  1700.  Or  Peter  Wisher, 
Managing  Director  of  Charterhouse 
Inc  at  535  Madison  Avenue,  NY 
10022,  (212)  421  3125. 

If  you  get  your  Declaration  of 
Intent  together  as  well  as  the  foun- 
ders of  The  Independent  did,  we'll  do 
for  the  eagle  on  your  masthead  what 
we  did  for  theirs. 

Send  it  soaring. 


The  Royal  Bank  of  Scotland  Group  pic 

Finance  without  frontiers. 
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A  single  door  brings 
industry  to  Scotland. 

"The  UK  is  one  of  the  big  three  markets  of  the 
European  Community.  That  gives  us  a  very,  very 
solid  home  base." 


SDA  Chief  George  Mathewson:  Making  connections. 


In  the  upcoming  British  general 
election  campaign  one  tiling  on  whic  h 
the  Labor  and  Conservative  parties  in 
Scotland  will  be  totally  agreed  is  that  the 
Scottish  Development  Agency  (SDA) 
will  continue  to  form  a  key  part  of  their 
policy  toward  industry. 

Set  up  by  a  Labor  Administration  as 
an  intervention  agency,  the  SDA  has  not 
only  survived  the  scrutiny  of  Mrs 
Thatcher's  Government,  but  recently 
emerged  from  a  major  investigation 
with  a  glowing  recommendation. 

The  secret  of  its  success  is  the  way 
SDA  chief  executive  Dr  George 
Mathewson  has  interpreted  his  role.  He 
has  kept  the  agency  clear  of  no  hope 
rescue  operations  and  always  worked 
with  private  investors  to  gear  up  the 
SDAs  $150  million  a  year  budget  to 
make  it  more  effective.  Last  year  private 
banlcs  and  funds  put  $11  into  SDA 

>r  every  $1  put  up  by  the  SDA 

lob  is  helping  to  make 

s    tiie  marketplace,"  he 
ren't  perfect  We  have  to 
:  uind  the  barriers." 


One  of  the  SDA's  key  roles  is  helping 
to  bring  investment  into  Scotland  from 
overseas,  a  task  handled  by  its  specialist 
bureau  Locate  in  Scotland  ( LIS  ). 
Foreign  investment,  particularly  from 
the  US,  has  been  important  in  the 
Scottish  economy  for  more  than  10 
years  and  now  employes  18°  6  of  the 
manufacturing  workforce. 

"Despite  one  or  two  failures,  the 
record  of  US  plants  in  Scotland  has 
been  very  good,"  says  lain  Robertson, 
who  has  headed  up  LIS  for  the  past  five 
years  and  is  shortly  to  take  over  as  chief 
executive  of  the  SDA  when  Mathewson 
returns  to  the  private  sector.  "Their 
record  of  job  creation  and  job  preserva- 
tion matches  that  of  indigenous  industry 
and  increasingly  they  are  using 
Scotland  as  a  base  for  research  and 
development  as  well  as  manufacturing." 

In  a  survey  of  US  professionals  in  the 
inward  investment  business,  LIS  was 
recently  rated  as  the  top  foreign  agency, 
above  the  Irish  IDA,  which  has  many 
more  people  on  the  ground  in  the  US 
and  more  money  to  spend. 
Robertson  puts  this  down  to  an 


approach,  which  seeks  out  those 
companies  which  would  be  best  suite* 
to  Scotland,  and  an  ability  to  offer  thee 
what  they  need.  "The  Irish  can  offer  a 
better  financial  package  than  we  can," 
he  admits,  "but  before  a  company 
makes  a  decision  to  set  up  in  Europe, 
has  to  ask  itself  whether  it  is  going  to  b 
successful  in  its  chosen  location. 

"The  UK  is  one  of  the  big  three 
markets  in  the  European  Community. 
That  gives  us  a  very,  very  solid  home 
base-something  the  Irish  don't  have." 

LIS  has  pioneered  the  "one-door" 
approach  to  attracting  inward 
investment,  persuading  other 
authorities  in  Scotland,  like  the  five  ne 
towns,  Livingston,  Glenrothes, 
Cumbernauld,  Irvine  and  Last  Kilbrid' 
all  of  whom  are  home  to  American 
plants  already-to  pool  resources. 
A  company  coming  to  Scotland  has  to 
deal  with  only  one  agency  to  do 
everything  from  negotiating  govern- 
ment grants  to  finding  the  right  locatio 

"We  have  spent  a  lot  of  time  getting 
together  the  right  people-people  who 
can  deliver,"  adds  Robertson.  "We  hav 
trained  the  people  in  LIS  to  be  project  | 
managers,  whether  it  is  helping  a 
company  negotiate  the  right  financial 
package,  or  finding  European  investoil 
or  a  suitable  site,  or  the  right  skilled 
personnel,  or  arranging  links  with 
universities. 

"We  look  at  each  development  as  a 
total  package:  all  the  costs  which  a 
company  has  to  bear  when  it  sets  up  a| 
facility  in  this  country,  and  we  try  to  dc| 
as  much  as  we  can  to  help. 

"But  that  is  when  we  have  to  stop.  V«| 
can't  create  jobs.  It  is  only  the 
companies  coming  here  that  can  do 
that." 


East  Kilbride  Xcic  Town:  40  veurs  old  this 


fere  yesterday,  here  tomorrow. 


Among  a  significant  number  of  financial  firsts, 
)tland  can  rightly  claim  to  have  initiated  the  investment 
st  movement 

And  at  Dunedin,  we  take  some  pride  in  the  fact  that 
founding  fathers  had  the  acumen  and  vision  to  be 
i'olved  actively  from  the  start 

Over  the  generations,  things  haven't  changed. 
I  day  by  the  application  of  the  same  attributes,  Dunedin 
i>ne  of  Scotland's  leading  independent  investment 
r  :  nagement  houses  and  with  its  subsidiaries,  manages J^; 
!  ds  of  around  $2.5  bnon  behalf  of  a  wide  variety  of 
i?rnationally  based  clients. 

In  an  age  of  transition,  we  make  it  our 
\  nkiness  to  keep  pace  with  the  times,  but  we  keep 
h  also  with  our  traditions.  These  are  of  long 
:n  success,  based  on  the  experience  and 
tinuity  of  our  directors,  managers  and 
linistrative  staff  who  personify  the 
lewdness,  probity  and  stability  that  has  made 
global  reputation  of  Scottish  investment  ^ 
.nagement 

Our  investment  objective  is  long  term 
A  we  seek  to  buy  fundamental  value  within 
gorously  monitored  policy  framework.  We 
!  je  developed  our  own  research  and  fund 
nagement  database  covering  companies  worldwide  and 


we  maintain  our  own  research  office  in  Tokyo. 

You  might  say  it  all  adds  up.  An  investment  in 
The  Edinburgh  Investment  Trust  Dunedin's  largest  client 
would  have  produced  a  compound  annual  return  of  21.9% 
over  the  ten  years  ended  28  February  1987  in  US  Dollar 
terms. 

At  Dunedin,  our  watchword  is  independence.  Our 
method  is  sole  and  absolute  concentration  on  investment 
management  and  every  single  client  we  serve  is  looked 
after  by  a  director  or  senior  manager,  with  every 
decision  they  make  based  on  a  century  of  experience 
that  is  sure  and  solid. 
As  a  rock. 

For  more  information  on  the  services 
Dunedin  have  to  offer  contact 
Graham  McGeorge  or  Alan  Kemp. 


r£  : 

DUNEDIN 


r  income,  for  growth,  capital  management  worldwide.    FUND  MANAGERS  LTD 


3  Charlotte  Square,  EDINBURGH  KH2  4DS,  Scotland. 
Telephone  031-225  4571.  Fax  031-225  2738. 


mmn 


EDINBURGH,  Scotland's  capital,  is  recognised  as  the  UK's  second  cerJI 
of  financial  excellence  with   unrivalled   expertise   in   life  assurance  a 

fund  management. 


Locate  In  Scotland. 

THE  CENTRE  OF  EUROPEAN  ACHIEVEMEN' 
Scotland  is  an  open  country.  v 

Its  people  are  direct  in  their 

welcome.  Ninety  per  cent  of 

its  population  live  in  an  area 

the  size  of  greater  Boston.  One 

hundred  and  fifty  miles  span 

its  four  main  cities.  There  is  a 

strong  sense  of  community.  The 

Scots  are  partners  in  excellence 

who  have  long  recognised  the 

importance  of  embracing  new 

ideas  and  responding  to  new 

challenges.    A    seventy  mile 

radius  circles  eight  universities 

producing  more  graduates  per 

capita   than   any   country  in 

_^  .  GLASGOW,  Scotland's  largest  city,  was  recently  voted  European  City  of  Cultl 

Western      Europe.      People      are      1990- II  is  home  to  major  corporate  headquarters  and  to  Europe's  most  ad van< 

exhibition  and  conference  centre. 

Scotland's  best  resource,  and  it  is  their  commitment,  enthusiasm  and  skj 
that  drive  the  high-tech  businesses  of  tomorrow.  With  all  the  necessai 
support  industries  in  place  and  easy  access   to  Europe-the  work 


TECHNOLOGY.  Scottish  scientists  and  engineers  are  at  the  forefront  of  h  i 
technology  and  are  pioneering  advances  in  artificial  intelligence  at  the  Turl 
Institute,  in  fibre  optics  and  photonics. 


ii  tied  by  ihe  Scottish  Development  Agency,  1  Landmark  Square.  Suite  810,  Stamford.  Connecticut  06901,  which  is  registered  under  the  Foreign  Agents  Registration  Act,  as  an  agent  ot  the  Scottish 
i  I     material  is  filed  with  the  Department  of  Justice  where  the  required  registration  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  this  material  by  the  United  Stat 
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■  5ERDEEN,  the  oil  capital  of  Europe,  also  boasts  food,  textiles  and  whisky 
ipanies  of  international  stature.  Its  hinterland  includes  Royal  Deeside  and 
some  of  Scotland's  finest  scenery. 

t 


BOO  The  Scot. 


largest  developed  marketplace - 
Scotland  is  the  ideal  location 
for  your  company.  Scottish 
scientists  are  at  the  forefront 
of  the  new  technologies  and  are 
pioneering  major  advances  in 
health  care,  sensory  robotics, 
photonics,  artificial  intelligence 
and  silicon  logic.  Over  half  of 
the  US  electronics  industry 
leaders  are  thriving  in  Scotland 
and  five  of  the  top  six  infor- 
mation systems  companies  are 
also  here.  With  a  highly 
sophisticated  communications 
network,   a   developed  infra- 

1NDEE,  on  the  River  Tay,  with  its  diverse  manufacturing  and  service 

labilities,  has  attracted  world  leaders  in  new  technologies  such  as  NCR    StrUCtUTC      and    an  independent 
and  WL  Gore.  * 

iancial  community,  Scotland  is  the  perfect  stepping  stone  into 
rope.  Come  to  Scotland  and  you'll  never  look  back.  Call  toll-free 


M 

Scottish 
Development 
Agency 


I  III  SCOTTISH  DEVELOPMENT  AGENCY,  THROUGH  A  SINGLE  ENTRY  POINT,  OFFERS  U.S.  COMPANIES  ALLTHEY  NEED  TO  KNOW  ABOUT 
MATING  IN  SCOTLAND.  CALL  TOLL-FREE  1-800  THE  SCOT.OR  SEND  YOUR  BUSINESS  CARD  TO  I  LANDMARK  SQUARE,  SUITE  810,  STAMFORD,  CONNECTICUT  06901. 

TEL:  (203)  32  5  8  52  5.  SDA  OFFICES  ALSO  IN  HOUSTON,  CHICAGO  AND  SAN  FRANCISCO. 
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Scotch  off  the  rocks. 

Something  had  to  happen  to  reverse  the  decline- 
and  it  did  in  the  form  of  a  wave  of  takeovers 
never  before  seen  in  the  industry. 


"Scotch  on  the  Rocks":  over  the  last 
nine  years  that  phrase  has  come  to 
haunt  Scotland's  whisky  industry  as 
headline  writers'  shorthand  for  the 
downturn  in  its  fortunes. 

Since  the  heydays  of  the  last  decade- 
in  1978  the  world  sank  an  impressive 
322  million  liters  of  Scotch-Scotland's 
most  famous  product  has  been  on  the 
slide.  Changing  trends  in  consumers' 
drinking,  leaning  towards  white  spirits 
or  wine,  have  combined  with  fierce 
competition  and  increased  protection- 
ism in  key  markets  like  Japan  to  hit 
Scotch  from  all  sides.  It  has  not  helped 
that  the  industry  had  grown  fat  and 
complacent  from  decades  of  expansion, 
and  was  unable  to  react  to  these 
challenges  by  devising  more  innovative 
marketing  methods. 

In  the  US,  traditionally  Scotch's  most 
prosperous  market,  sales  dived  to  a 
25-year  low.  In  the  UK  its  share  of  the 
spirits  market  dipped  below  50  per  cent. 

The  slump  was  painful.  Almost  a  third 
of  Scotland's  malt  distilleries  closed 


between  1979-84,  leaving  81  in  produc- 
tion. Stock's  of  ageing  whisky  rose 
alarmingly,  to  a  peak  of  8.9  years' 
consumption.  Arid  thousands  of  skilled 
workers  were  paid  off  to  face 
unemployment  in  their  small  rural 
communities. 

Something  had  to  happen,  and  it  did 
in  the  form  of  a  wave  of  takeovers  never 
seen  before  in  the  industry.  Brewing 
group  Guinness  swooped  on  first  the 
independent  UK  market  leader,  Arthur 
Bell,  before  winning  the  big  one, 
Distillers,  in  a  brutal  tussle  with  rival 
bidders  Argyll. 

In  the  process  Whyte  &  Mackay,  the 
Glasgow-based  subsidiary  of  multi- 
national conglomerate  Lonrho, 
snatched  up  five  brands  holding  a  joint 
ten  per  cent  stake  in  the  UK  market  Not 
to  be  outdone  UK  food  group  Allied 
Lyons,  who  already  owned  Teachers, 
secured  a  controlling  51  per  cent  stake 
in  Canadian  drinks  company  Hiram 
Walker,  whose  Ballantines  brand  has 
around  nine  per  cent  of  the  total  Scotch 
export  market. 


The  net  result  of  these  fundamentally) 
important  ownership  changes  has  yet  t| 
be  seen  in  the  market  place,  but  most  I 
observers  believe  that  they  could  injecj 
sufficient  imagination  and  drive  into  thj 
selling  of  Scotch  to  reverse  the  sales 
slump. 

The  picture  has  been  clouded  by  the! 
scandal  over  the  potentially  illegal 
methods  used  by  Guinness  under 
disgraced  former  chairman  Ernest 
Saunders  to  support  its  share  price  in  j 
the  battle  for  Distillers.  But  behind  the 
scenes  radical  changes  have  been  mac) 
to  the  crumbling  empire  of  brands 
gained  from  the  inefficient  Distillers. 

A  new  company,  United  Distillers,  ha 
been  set  up  to  handle  the  Guinness 
portfolio  of  whiskies-which  hold  a 
25  per  cent  share  of  the  world  market 
Instead  of  a  raft  of  30  companies  doingj 
their  own  thing,  which  was  the  Distiller] 
formula,  there  is  now  a  single  marketin 
organisation  working  to  an  overall 
strategic  plan  for  each  brand  in  each  oil 
its  markets.  While  the  Arthur  Bell 
company,  based  at  Perth,  now  handles 
Guinness'  UK  whisky  marketing. 

"Everything  starts  from  the 
marketplace  now  and  works 
backwards,"  says  James  Espey  deputy 
marketing  director  of  United  with 
responsibility  for  marketing.  "As  the 
industry  leader  we  have  to  pull 
ourselves  up  and  build  back  a  better 
image  into  Scotch  whisky  I  believe  we 
are  in  the  fashion  business." 
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SCOTLAND'S  PREMIER  NATIONAL  DAILY. 
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i  im  First  Class  designed  for  the  frequent 
i  ternational  traveler. 

I  am  First  Class  service  that  caters  to  executives  who  travel 
lently,  and  who  expect  the  ultimate  in  comfort  and  convenience. 
I  serve  the  finest  in  vintage  wines  and  champagnes,  and  full-course 
lers  you  would  expect  in  a  gourmet  restaurant. 
My  SkyloungerSM  seats  stretch  out  to  parallel  the  comfort  of  your 
bed. 

I  am  the  best  of  Great 
lin. 

We  never  forget  you 
a  choice. 

For  reservations  and 
ils,  call  your  travel  agent 
ritish  Caledonian  at 
-231-0270,  in  Texas 
-392-6650. 


I  am  British 
Caledonian 
Airways 

Daily  non-stop  service  to  London  from  Atlanta,  Dallas/Ft.  Worth 
Houston,  Los  Angeles  and  New  York. 
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Glasgow's  miles  better. 

A  cartoon  character  called  Mr  Happy  formed 
the  basis  of  a  campaign  to  change  perceptions  of 
the  city. 


Glasgow 's  Mitchell  Library. 

About  this  time,  the  UK  subsidiary  of 
one  of  the  top  ten  US  banks  has  to  make 
up  its  mind  where  to  locate  a  new 
snares  processing  operation.  It  has 
looked  at  the  UK's  major  regional  cities 
to  find  which  one  is  best-suited  to  house 
a  back-office  settlement  execution  and 
clearing  house.  Up  to  200  high-grade 
jobs  are  likely  to  be  created  over  two 
years. 

There  has  been  stiff  competition  for 
the  project,  one  of  a  number  that  has 
spun  out  the  UK  Stock  Exchange's  "Big 
Bang"  last  year.  But  despite  the  claims  of 
such  cities  as  Birmingham  and 
Manchester,  or  even  the  Scots'  own 
financial  center  of  Edinburgh-the 
project  looks  likely  to  end  up  in 
Glasgow. 

Glasgow?  Isn't  that  the  place  they  call 
Red  Clydeside;  where  rampant  strikes 
brought  heavy  industry  to  its  knees  and 
gang  warfare  flourishes  unchecked 
amid  some  of  the  worst  housing 
conditions  in  Western  Europe?  It  was. 
But  a  lot  of  water  has  flowed  down  the 
River  Clyde  that  bisects  the  city  since 
that  nadir  of  the  '60s  and  70s. 

As  the  center  for  more  than  a  century 
of  Scotland's  heavy  industry,  Glasgow 
had  declined  in  line  with  the  fortunes  of 
shipbuilding,  steel-making  and  railway 
engineering.  Unemployment  was  rife 
and  dereliction  widespread. 

But  today  Glasgow  is  on  the  way  back 
up,  thanks  in  part  to  a  cartoon  character 
called  Mr  Happy.  He  formed  the  basis  of 
a  campaign  launched  four  years  ago. 
Using  the  slogan  "Glasgow's  Miles 
Better",  the  campaign  set  out  to  change 
people's  perceptions  of  the  city.  It 
stressed  its  culture-Giasgow  is  home  to 
Scotland^  national  orchestra,  opera  and 
ballet  companies;  its  setting-20  miles 
'  i  Lomond  and  the  Trossach 
and  its  people-reckoned  to  be  the 
est  in  Scotland,  but  also 
burial  and  hard-working. 


The  campaign  was  spread  far  and 
wide.  "Glasgow's  Miles  Better"  bumper 
stickers  appear  in  China,  Japan  and 
Russia  and  anywhere  its  relentless 
ambassadors  have  visited.  The  city's  PR 
chief,  Harry  Diamond,  even  took  the 
word  into  Israel's  Negev  desert  while 
explaining  Glasgow's  mission  to  curious 
developers. 

Mr  Happy  did  the  trick,  and  not  just 
outside  Glasgow.  Critically,  the 
campaign  persuaded  the  city's 
community  to  pull  together.  Local  and 
regional  politicians  buried  their 
traditional  rivalries  and  committed 
funds  for  industrial  and  infrastructural 
investment,  and  Glasgow's  businessmen 
joined  with  commitment  in  cash  and 
energy.  In  particular  an  umbrella  body 
called  Glasgow  Action  was  formed  with 
the  bold  aim  of  rejuvenating  the 
rundown  city  center  by  creating  new 
attractions  for  shoppers,  tourists  and 
employees  alike.  The  fact  that  it  was 
chaired  by  local  self-made  businessman 
Sir  Norman  Macfarlane,  who  leapt  to 
international  prominence  when  he  was 
catapulated  into  the  chair  at  drinks  giant 
Guinness  in  the  wake  of  the  scandal 
over  its  campaign  to  buy  Distillers,  has 
not  done  Glasgow's  cause  any  harm. 

Now  there  is  a  sense  of  purpose  about 
the  city  that  strikes  the  visitor  with  an 
almost  physical  impact  It  is  generated 
by  the  hum  of  activity  about  its  streets; 
by  the  mass  of  small  thrusting 
companies  that  have  been  spawned, 
many  started  by  workers  paid  off  from 
older  industries,  and  by  an  unpre- 
cedented wave  of  investment  in  new 
buildings  and  roads. 

In  the  last  five  years  close  on  $1  billion 
has  been  spent  or  committed.  The 
largest  sum,  $300  million,  has  gone  into 
the  GEAR  project  which  pioneered 
urban  renewal  in  Europe  with  an 
imaginative  rebuilding  of  the  city's  near- 
derelict  East  End.  A  $60  million  national 


exhibition  and  conference  centre,  a  $ 
million  glass-enclosed  plaza  shoppini 
and  leisure  development  and  $130 
million  concert  hall  and  offices  comp) 
are  amongst  other  developments  buil 
or  under  construction. 

Further  investment  has  come  in 
hotels,  with  more  on  the  drawing  boa; 

Latest  area  to  attract  attention  from 
developers  is  Glasgow's  rundown 
waterfront  along  the  Clyde.  The 
Japanese  construction  group  Kumare 
Gumi  are  planning  a  $160  million 
scheme  covering  shops,  offices  and 
another  hotel. 

"Our  problem  now  is  one  of  choice 
between  the  competing  proposals  we 
have  for  virtually  every  development 
opportunity  in  the  city,"  says  Lord 
Provost  (Mayor)  Robert  Gray. 

Impressive  though  this  rapid  progn 
has  been,  two  major  events  in  the  ne> 
three  years  look  certain  to  put  Glasgu 
on  the  international  map  as  never 
before.  Next  year  the  city  plays  host  to 
the  bi-annual  International  Garden 
Festival,  won  against  stiff  competition 
from  other  UK  cities.  Four  million 
visitors  are  expected  to  pour  in  over  i 
four-month  run. 

While  in  1990  Glasgow  will  proudly 
hold  the  title  of  European  City  of 
Culture,  which  immediately  puts  it 
alongside  Berlin,  Amsterdam  and  oth 
previous  holders  of  this  honor. 

These  festivals  will  be  used  to  the  fi 
to  promote  the  city  to  the  growing  tid- 
of  tourists  pouring  into  Scotland  from 
the  south,  and  by  air.  They  will  also 
underscore  its  claim  for  consideration 
by  international  companies  seeking  a 
location  for  a  European  headquarters 
or  a  cheaper  alternative  in  the  UK  to 
London. 

"There  is  a  renaissance  culture  in 
Glasgow  today",  says  David  Macdona 
the  youthful  Scot  who  is  director  of 
Glasgow  Action.  "People  here  feel  the 
are  in  the  most  interesting  city  at  its 
most  interesting  time,  and  they  wantt 
be  involved". 

Glasgow  has  come  far  fast  It  still  ha 
long  way  to  go  to  make  a  serious  imp 
on  the  squalid  deprivation  that  still 
engulfs  many  of  its  council  housing 
estates.  The  plan  is  to  spread  the  new 
found  prosperity  of  the  city  center  ou 
towards  those  oases  of  unhappiness. 


"Tlie  private  sectors  know  that  they  can  ge 
practical  decisions  from  our  administrate 
The  business  of  rebuilding  the  city  is  our 
common  objective,  "says  Lord  Provost  Gro 
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'z  are  a  commercial 
television  station  which  produces 
over  600  hours  of  programming  each 
year  to  its  audience  in  Scotland  and 
many  hours  of  programming  to  the 
UK  network,  including  one  of  the 
highest  rating  drama  series  in  the 
UK,  a  very  popular  twice-weekly 
"soap  opera",  a  major  documentary 
series  and  a  co-production  that  has 
proved  one  of  the  biggest  successes  in 
Canadian  television  history  Scottish 
Television  has  won  14  major  awards  at 
The  International  Film  and  Television 
Festival  in  New  York  since  1980. 

Through  our  subsidiary,  Airtime 
International,  we  sell  advertising 
campaigns  for  international 
companies  throughout  Europe,  the 
Middle  East,  Asia  and  Africa. 

On  30th  August  1987  Scottish 
Television  celebrates  its  30th 
Anniversary  as  the  second  longest- 
established  commercial  TV  station  in 
the  UK. 


Over  the  last  3  years  growth  in 
Pre-tax  Profit  (+212%)  and 
Earnings  per  Share  (+125%)  has 
established  us  as  top  performer  of 
the  15  IT V  companies  in  Great 
Britain.  Our  strength  in  Sales, 
Marketing  and  Programmes  within 
the  UK  has  contributed  in  a  major 
way  to  this  growth. 

We  are  now  looking  for 
expansion  opportunities  within 
television  through  co -productions 
or  acquisitions.  We  also  seek  to 
diversify  into  businesses  in  related 
fields  such  as  Design;  Market 
Research;  Leisure. 

If  you  think  your  business 
might  fit  with  a  fast -growing 
Scottish  company,  the  number  to 
call  is:  01144-41-332-9999. 
ASK  FOR: 

Bill  Brown  Managing  Director 

Or  Alan  Montgomery  Finance  Director 

Scottish  Television  pic,  Cowcaddens, 
Glasgow  G2  3PR,  Scotland. 
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The  task  of  selling  the  attractions  of 
Glasgow  and  the  rest  of  Scotland's 
potential  visitors  from  the  U.S.  and  ott 
overseas  locations  falls  to  Alan 
Devereux,  chairman  of  the  Scottish 
Tourist  Board. 

A  former  senior  manager  in  industr 
Devereux  brings  a  hard  headed 
approach  to  the  promotion  of  tourism 
is  not  enough  to  push  Scotland's 
undoubted  scenic  beauty  or  the 
friendliness  of  its  people,  he  argues. 
Those  attractions  have  to  be  backed  u 
by  excellent  service  and  first  class  trav 
and  accommodation  facilities. 

To  tell  you  about  the  attractions  of 
Scotland,  the  Scottish  Tourist  Board  is 
producing  a  prestigious  quarterly 
magazine,  Scottish  Quest.  The  board 
will  be  delighted  to  present  an  elegamj^ 
Library  Edition  of  all  four  issues  of 
Scottish  Quest  from  1986  to  new 
subscribers  to  Scottish  Quest  magazir 
who  quote  this  advertisement  in  Forbi 
Magazine.  (This  offer  of  the  rare  Librj 
Edition  is  subject  to  availability.  ) 
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ESTABLISHED  1876 

THE  FINE  ART  SOCIETY  PLC 


148  NEW  BOND  STREET,  LONDON  W1Y  OJT 
12  GREAT  KING  STREET,  EDINBURGH  EH3  6QL 
134  BLYTHSWOOD  STREET,  GLASGOW  G2  4EL 


01  629  5116 
031  556  0305 
041  332  4027 


Specialists  in  Scottish  Art 

When  we  acquired  this  pic- 
ture it  was  tentatively  dated 
1870  and  the  artist  was  un- 
known. David  Walker,  the  ar- 
chitectural historian,  pointed 
out,  however,  that  since  there 
were  men  finishing  the  roof  of 
the  building  in  the  foreground - 
in  fact  the  Stamp  Office 
opened  in  May  1820,  which 
was  the  precurser  of  the  Post 
Office  -  the  picture  must  be 
much  earlier.  Research  led  to 
the  list  of  works  exhibited  at  the 
British  Institution  in  1820  and 
the  artist  and  title  identified. 


ofec 


E  VINCENT  1796-183K  ?)  Oil  on  canvas  54  ins.  x  76  ins. 
burgh  from  The  C  si  ton  Hill,  Evening" 
Yhe  British  Institution  1820  no.  41. 


Adam's  airline  spreads 
its  wings. 


Sir  Adam  Thomson  is  a  Scot 
nning  British  Caledonian  Airways, 
lich  sounds  Irish.  The  airline's  planes 
rry  names  such  as  "Robert  Burns"  or 
e  "Isle  of  Tiree".  So  what  is  the 
■mpany  doing  away  from  the  glens 
th  its  headquarters  close  to  London's 
itwick  airport?  Answer:  to  succeed  as 
le  of  the  very  few  international  air 
rriers  in  Europe  not  owned  by 
ivernment,  you  have  got  to  be  close  to 
e  action  and  London  is  one  of  the 
ain  hubs  in  world's  air  travel. 
Sir  Adam,  who  is  61,  and  a  former 
ot,  has  required  Scottish  terrier-like 
lalities  to  turn  his  small  charter 
leration  into  the  only  real  challenger 
the  UK  to  the  powerful  British 
rways  for  scheduled  air  traffic.  British 
iledonian  today  earns  over  $800m 
d  plans  to  expand  on  the  2.5  million 
«  ssengers  a  year  it  carries  on  routes  to 
2  US,  Africa,  the  Middle  East  and 
thin  Europe. 

The  first  customer  for  nine  of  the  new 
iFor|  ties  of  McDonnell-Douglas  MD-lls  in 
Lib  "ee  years  time  will  be  British 
ledonian,  whose  planned  $1.3bn 
/estment  in  new  aircraft  also  covers 

first  10  new  European  Airbus  A320s 
lich  start  to  emerge  from  the  pro- 
ction  line  next  year. 
New  aircraft  and  license  applications 
r  a  string  of  new  routes  in  Europe  and 

Far  East  are  to  equip  B-Cal  for  the 
;ors  of  forthcoming  deregulation 
thin  Europe's  airline  market 
This  has  already  started  with  the 
itish  government's  sell-off  of  shares  in 
itish  Airways  this  year.  Other 
iropean  governments  are  thinking  of 
1  or  partial  private  investment  in  their 
lines  as  well. 
Furthermore,  the  Common  Market's 
ti-trust  regulations  threaten  the 
oled  profit-sharing  arrangements  of 


European  state-owned  carriers  on 
many  routes.  Sir  Adam  is  not  alone  in 
wanting  to  crack  this  open  and  allow 
open  competition  within  Europe. 

"The  deregulation  process  is 
complete  now  in  the  United  States 
resulting  in  megacarriers  being  formed- 
as  predicted-and  they  dominate  the 
market  The  US,  having  sorted  out  its 
domestic  quarrels,  will  be  looking  to 
increase  market  share  in  the  rest  of  the 
world,"  he  says. 

Profits  of  possibly  $50m  are  forecast 
for  this  year  after  British  Caledonian's 
second  loss  in  10  years  in  1986  (down 
over  $34m  pre-tax).  The  airline  says  the 
slump  in  US  tourist  traffic  to  Europe  last 
year  was  partly  to  blame. 

Scottish  investors  account  for  about  a 
third  of  the  backers  of  Sir  Adam  and 
British  Caledonian  and  rely  on  him  for 
further  good  profits.  But  it  may  be  1989 
and  the  planned  full  floatation  of  B-Cal 
on  the  stock  market  before  they  realise 
their  investments. 


Thomson:  $1.3  billion  investment. 


WHAT  DO  GLASGOW. . . . 


Murray 


Heading  for 
expansion. 

Scottish  Television  is 
capitalizing  on  its 
success  by  looking  for 
acquisitions. 


Montgomery:  Finance  chief. 


The 


Collins 

Publishing  Group 


The  superb  range  of  books  from  the 
Collins  Publishing  Group 
encompasses  over  6,000  hardback 
and  paperback  titles,  including: 
outstanding  fiction  from  some  of 
the  world's  greatest  authors, 
atlases,  maps,  bibles,  children's 
books,  DIY,  gardening,  humour, 
craft,  computer  books,  sport, 
natural  history,  biography, 
business  and  management 
books,  photography,  travel, 
diaries — and  the 
internationally  successful  — 


^ay  in  the  Life  of  America. 


"The  number  one  priority  I  have  in 
negotiating  diversification  is  the 
acquisition  of  a  first- rate  managemer 
team,"  says  Alan  Montgomery,  hnanc 
director  of  Scottish  Television,  "If  we 
don't  find  the  right  team,  we  won't 
go  in." 

Finding  the  right  people  is  Scottish^ 
way  of  protecting  itself  from  the  mista 
made  by  other  television  companies 
which  took  the  diversification  road  ai 
found  to  their  cost  that  they  did  not  h 
the  management  strength  to  make  th< 
new  acquisitions  work. 

Montgomery,  a  tough  36-year-old 
Scots  accountant,  is  determined  not  t< 
fall  into  the  trap,  but  he  is  equally  sur« 
that  broadening  Scottish  Television's 
range  is  the  right  way  to  capitate  on 
considerable  success. 

In  the  last  three  years  sales  and  pro 
have  boomed.  At  the  pre-tax  level 
earnings  were  less  than  $6  million  in 
1984.  For  1987  Scottish  has  just  report« 
a  figure  topping  $12.8  million.  Earning 
per  share  have  raised  solidly,  despite 
rights  issue  last  year  which  raised  $9 
million  and  the  enfranchisement  of  n< 
voting  shares  to  make  the  equity  mor 
marketable. 

But  earnings  in  the  British  televisioi 
industry  are  subject  to  the  fickle  whin 
of  government  as  well  as  the  econom 
climate.  Scottish,  like  all  other  UK 
television  companies,  has  to  pay  a 
government  levy  on  its  earnings,  in 
addition  to  its  taxes,  and  to  help  pay  fj 
Channel  4,  the  second  independent 
network. 

Hence  the  desire  to  reduce  the 
dependence  on  television  programm 
making  and  selling  air-time  to 
advertisers,  which  account  for  93%  o 
revenues  currently.  Montgomery  and 
his  team  have  indentihed  three  areas 
special  interest:  marketing  services; 
media,  including  newspapers  and 
magazines;  and  leisure  industries, 
including  food,  drink,  entertainment 
and  travel. 

"We  have  done  a  lot  of  our  own  in- 
house  research  analysing  these  secto 
and  dovetailing  that  work  with  our 
merchant  bankers,"  he  comments.  "V 
now  have  a  fairly  good  idea  of  the 
companies  we  are  interested  in." 


Glasgow-based  Murray 
Johnstone  forges  links 
in  east  and  west 

anny"  Scots  sometimes  err  on  the  side  of 
ution-but  they  get  performance  with  less  risk 
^ind  Americans  seem  to  like  it 


Murray  Johnstone,  Scotland's  largest 
;iU  i:  ependent  fund  manager,  with  $5.5 
i|  ion  under  management,  sees  itself  as 

•  -i' international  business,  despite  a  firm 
Mention  to  stay  rooted  in  Glasgow. 

;  •  ■  |  jr  vision  of  the  future,"  says  director 

I  ;  d  Dalgarno,  "is  to  continue  to 
i^elop  our  international  investment 

;  nagement  expertise,  but  we  always 
~-  the  company  being  Scottish  led  and 

*  )ttish  controlled". 

Murray  Johnstone,  founded  by 

II  /mond  Johnstone,  now  the 
npany's  chairman,  started  by 

i  naging  investment  trusts  (closed- 
i-i'io  1  mutual  funds)  the  vehicle  most 

ored  by  Scotland's  money  men.  But 
i)    'ears  ago  it  took  the  decision  to 

ersify  into  unit  trusts  (open-ended 
m  tual  funds)  and  is  now  launching 
)  new  funds  a  year-the  latest  being 
successful  Olympiad  European 
wth  fund,  which  attracted  $50 
lion  in  three  months  when  it  was 
o '  nched  at  the  beginning  of  1987. 
'he  third  leg  of  the  business  is  the 
nagement  of  pensions  funds  and  it  is 
which  is  fuelling  Murray's  rapid 
t    ;rnational  expansion.  Through  a  joint 
i  j  lture  with  Kemper  Financial  Services 

Chicago,  Murray  is  providing 
vs  jrnationa!  fund  management 
utr  )ertise,  while  Kemper  provides  the 
keting  and  administration, 
is  a  partnership  that  is  working  well, 
i  l  has  already  attracted  $500  million 
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RBA funds.  Murray's  style  of 


management  is  typical  of  Scot's 
investment  houses. 

"We  are  searchers  of  value.  We  look 
for  stocks  which  are  good  on 
fundamentals  and  have  good  growth 
prospects  and  we  have  our  own  system 
or  relative  value  analysis  which  keeps 
hundreds  of  stocks  under  constant 
assessment,"  comments  director  Fred 
Dalgarno. 

The  "Canny"  Scots  also  err  on  the  side 
of  caution.  "Sometimes  we  may  sell  too 
early,"  adds  Dalgarno,  "but  we  do  get 
performance  with  less  risk.  Americans 
appear  to  like  it." 

But  although  risk  is  something 
Murray  Johnstone  likes  to  keep  to  a 
minimum,  it  is  also  concious  of  the  need 
to  keep  its  funds  at  the  head  of  the 
performance  league  tables.  "You  can 
never  afford  to  relax,"  comments 
Dalgarno.  "It's  extremely  difficult  to 
sustain  good  performance  month  after 
month,  but  we  have  to  do  it  to  maintain 
our  credibility  and  reputation." 

Murray's  style  is  also  appearing  to  go 
down  well  with  Far  Eastern  investors. 
Through  a  second  joint  venture,  this 
time  with  Yamaichi  International  Capital 
Management  of  Japan,  Murray  is 
investing  funds  on  behalf  of  Japanese 
and  other  eastern  funds.  So  far  $200 
million  has  come  along  this  route,  much 
of  it  from  Australia.  Again,  Murray 
provides  the  investment  experience  and 
expertise,  while  Yamaichi  markets  the 
products  being  jointly  developed. 


Sc  CHICAGO  HAVE  IN  COMMON? 
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temper  of  Chicago,  specialises  in  mutual  funds,  segregated  equity  and  bond  portfolios.  For  de 

KEMPER- 
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Publisher  Collins  goes 
from  Bibles  to  bestsellers. 


A  Day  in  the  Life  of  America  is  a  smash  hit  for 
Scots  publisher  William  Collins.  Can  they  repeat 
the  trick  in  Russia  ? 


There  aren't  many  men  who  can  say 
they  have  fought  a  takeover  battle 
against  Rupert  Murdoch  and  won,  yet 
that  is  what  Ian  Chapman,  chairman  of 
publishers  William  Collins  did  in  1981. 

Chapman  had  just  taken  over  at  the 
top  of  the  business,  bringing 
professionalism  to  the  management  of  a 
family  firm  which  had  been  near 
disaster  in  the  1970s.  But  disgruntled 
members  of  the  family,  who 
disapproved  of  the  change,  sold  their 
holdings  to  Murdoch,  giving  him  a 
platform  to  launch  his  bid. 

Chapman,  who  started  in  the  Bible 
department  of  the  business  and  worked 
his  way  through  the  management  to  the 
top,  fought  a  fierce  campaign,  backed 
by  Collins'  top  class  list  of  authors,  and 
held  Murdoch  to  a  42%  stake-a  position 
the  Australian  newspaper  tycoon  has 


been  content  to  hold  to  since  then. 

Having  a  known  predator  like 
Murdoch  as  a  major  shareholder  has 
not,  however,  stopped  Chapman  from 
developing  the  business.  Under  his 
leadership  Collins  has  moved  from 
being  a  highly  respected,  but  small 
publishing  house,  whose  reputation  was 
founded  on  its  Bible  sales,  to  being  a 
major  force  in  British  and  international 
publishing. 

Profits  in  1986  topped  $29  million 
before  tax-a  hike  of  20° o  on  the 
previous  year-and  there's  lots  more 
room  to  grow.  Collins  recently  made  its 
debut  in  the  US  with  a  spectacular 
success,  the  photo  book  A  Day  in  the 
Life  of  America  and  is  planning  a  series 
of  specialised  follow-ups.  Russia,  too,  is 
seen  as  a  growth  market,  with  Collins 
planning  a  similar  publication  there. 


Chapman:  US.  bestseller. 


The  writers: 

RAY  PERMAN  is  publisher  of  the 
magazine  Scottish  Business  Insider. 

ALASTAIR  BALFOUR  is  editor  of 
Scottish  Business  Insider. 

MARK  MEREDITH  is  a  freelance  writt 
specialising  in  business  and  industry. 


What's  the  best  way  to  break  into  the  Scottish  market? 


Kilchum  Castle.  Argyll  Picture  courtesy  of  the  Highlands  and  Islands  Development  Boaro 


Tactical  guile,  resourceful  colleagues  and  excellent 
products:  they  will  sink  without  trace  if  you  don't  ally  them  with 
advertising  in  Scotland's  best-selling  qualirv  morning  newspaper. 

All  over  Scotland,  the  Glasgow  1  lerald  is  bought  for  its 
authority,  wit  and  breadth  of  reporting.  Its  unrivalled  business 
and  finance  pages  include  the  country's  most 
up-to-date  Stock  Market  data.  Circulation  has  risen 
constantly  for  the  last  18  months,  to  120,344  - 
e  hi  chest  ever  -  and  is  still  rising.  The  nearest 


GLASGOW 

HERALD 


competitor.  The  Scotsman,  has  declined  to  95,337. 

The  1  ferald's  success  has  its  foundations  in  Scotland's 
largest  city,  Glasgow,  which  dominates  the  country 's  industrial 
heartland.  Glasgow  has  also  won  the  coveted  role  oi  European 
City  of  Culture  for  1990. 

For  your  biggest  break  yet,  contact  Ken  R(  >bb, 
\dverdsement  Manager,  Glasgow  1  lerald, 
195  Albion  Street,  Glasgow,  Scotland  G1  1QP. 
Telephone  Oil  4441  552  6255.  Telex:  779818. 


Ml  figures  July-Dec  ABC  certified. 


Tale  of  two  cities 


Take  any  city  in  the  world  and  put  it 
alongside  Glasgow. 

You'll  discover  that  Glasgow  is 
rich  in  assets  that  compare 
favourably  with  the  best. 
It's  more 


than  a  tale  or  two. 
As  any  visitor 
to  Glasgow  will  tell 
you,  there's  a  lot 
to  smile  about. 


The  Burrell  Collection  Glasgow 


New  York/Glasgow 

New  York  is  one  of  the  world's  leading  art 
centres  with  its  many  exquisite  galleries  and 
masterpieces. 

On  Glasgow,  R  W  Apple  Jnr.,  wrote  in  the 
New  York  Times  "The  Burrell  Collection  is  one 
of  the  most  remarkable  assemblages  of  works 

Theatre  Royal  Glasgow      Of  art  ever  brought 

together". 

It's  not  sur- 
prising that  the 
Burrell  Collection 
is  now  Scotland's 
leading  tourist 
attraction. 


3* 


Park  Circus  Glasgow 


San  Francisco/ 
Glasgow 

The  world  traveller  will 
know  that  San  Francisco 
has  much  in  common 
with  Glasgow.  Not  least  being  its  many 
superb  eating  places,  and  its  not  dissimilar 
architecture.  The  traveller  will  also 
know  that  Glasgow  almost  certainly 
has  the  finest  Victorian  architecture 
in  Europe. 


COpenhagen/GlaSgOW   Kelvingrove  Park  Glasgow 

Copenhagen's  Tivoli  Gardens  are  truly  magnificent. 
There's  no  doubt.  There's  also  no  doubt  that  there  is  only 
one  other  city  in  Europe  that  boasts  as  many  parks 
and  recreation  grounds.  Glasgow;  (and  fourteen 
golf  courses!) 


Sydney/Glasgow 

The  famous  Sydney  Opera 
House  attracts  the  world's  greatest 
performers.  But  so  too,  does  the 
Theatre  Royal  in  Glasgow. 
It's  not  surprising  that 
Glasgow  is  the  home  of  Scottish 
Opera  ( and  Scottish  Ballet  and  the 
Citizen's  Theatre  Company!) 


With  its  renaissance  now  in  full  swing 

Glasgow  is  blooming  with  a  new  pride 
and  vigour.  And  with  the  Garden  Festival 
in  1988  is  surely  now  the  Flower  of  Scotland. 


MILES  BETTER 


^  City  °f  Glasgow 


Should  Michael  Buchsbaum  lose  Holly 
Sugar  to  Shamrock  Holdings,  cry  not  for 
Michael  Buchsbaum. 


Arb  makes  good 


By  Phyllis  Berman 
and  Christie  Brown 


ARBITRAGERS  AND  THEIR  ILK  are 
gamblers,  not  managers.  What 
k  happens  when  an  arb  actually 
runs  a  company?  Ask  Michael  Buchs- 
baum. He  may  wince  at  the  question, 
considering  what  he's  been  through 
the  past  eight  years. 

In  1979  Buchsbaum  was  38, 
and  consistently  doubling  his 
money  every  year,  he  bragged  to 
the  Wall  Street  Journal,  as  head  of 
arbitrage  at  Ladenburg,  Thal- 
mann  &  Co.,  a  second-string 
Wall  Street  firm.  There  he  dis- 
covered Holly  Sugar,  a  Colorado 
Springs,  Colo. -based  sugar  pro- 
ducer and  processor.  It  looked 
underpriced.  Through  a  limited 
partnership  of  which  he  is  gen- 
eral partner,  he  assembled  what 
has  become  8.8%  of  Holly: 
around  97,000  shares,  at  an  av- 
erage of  $40  per  share. 

In  1981  Buchsbaum  won  a 
proxy  fight  for  control  of  Holly, 
named  himself  chairman  and 
began  a  long  effort  to  take  Holly 
private,  at  a  price  then  of  around 
$65  a  share  or  $96.5  million  for 
the  stock  he  didn't  own. 

Almost   immediately  com-   

modity  prices  collapsed,  making  it  dif- 
ficult for  Buchsbaum  to  find  financing. 
He  would  announce  a  backer — Repub- 
licBank  of  Dallas  in  April  1 982,  Gener- 
al Electric  Credit  Corp.  a  few  months 
later — only  to  have  the  deals  dissolve. 
By  March  1983  Holly's  stock  had  tum- 
bled back  into  the  low  30s. 

As  Buchsbaum's  credibility  and 
Holly's  price  sagged,  other  sharks 
moved  in.  By  the  spring  of  1983,  Jef- 
Erey  Picower,  an  investor  who  would 
ter  pat  $28  million  into  Ivan  Boe- 
;   age  fund,  had  accumulated 


129,000  shares  at  an  average  price  of 
$52.  Picower  greenmailed  Buchsbaum 
for  a  $1  million  profit.  Buchsbaum 
later  paid  Charles  Hurwitz,  another 
dealmaker,  to  go  away. 

In  March  1983  Buchsbaum  attract- 
ed another  Wall  Street  operator:  Ed- 
ward Moore,  a  partner  at  New  York's 
Brookehill  Equities  Inc.,  a  money 
management  firm. 


Holly  Sugar's  Michael  Buchsbaum 
Would  he  have  done  better  on  Wall  Street? 


Moore  joined  the  party,  and  kind  of 
took  charge.  Proclaiming  that  Holly 
was  "a  $100  stock,"  he  bought  over 
1 1  %  of  Holly  at  around  $35  a  share  for 
his  clients,  presumably  on  the  belief 
that  Buchsbaum's  LBO  would  quickly 
take  them  out.  It  didn't  happen,  but 
the  stock  still  didn't  collapse. 

Moore  frequently  bought  and  sold 
small  amounts  of  the  thinly  traded 
stock  (after  company  repurchases  of 
stock,  there  are  now  only  1 . 1  million 
shares  outstanding).  A  former  inves- 
tor says  this  well-timed  trading  by 


Moore  may  explain  why  the  stock 
rarely  dropped  far,  even  when  the  as- 
sorted buyouts  fell  through. 

In  January  1984,  with  Holly  at  46, 
Buchsbaum  halted  trading  to  an- 
nounce plans  to  merge  with  a  compa- 
ny owned  by  the  Hunt  "brothers. 
Nothing  came  of  this,  either.  Yet  the 
stock  kept  rising. 

While  he  dealt  with  the  hot  money 
types  moving  in  and  out  of  Holly's 
stock,  Buchsbaum  also  managed  to 
keep  his  head  and  run  Holly  quite 
efficiently.  He  upgraded  its  refining 
equipment  and  boosted  cash  flow 
from  $2.70  a  share  in  1981  to  over  $11 
last  year — though  there  have  been 
higher  peaks  and  deeper  valleys  in  the 
interim.  This  plus  Holly's  land  in  Cal- 
ifornia, Colorado,  Wyoming  and  Tex- 
as lent  credence  to  Moore's  stories. 

In  March  1985  Moore  convinced 
well-respected  Patrick  Regan  of  BEA 
Associates  to  buy  18%  of  Holly,  at 
around  $60  a  share.  "Moore  is  a  very 
persuasive  salesman, "  says  Regan.  "He 
was  coming  out  with  very  high  figures 
on  the  overfunded  pension  plan,  values 
of  the  real  estate  and  other  hidden 
assets."  But  rather  than  wait  for  the 
buyout,  Regan  sold  out,  at  around  1 00  a 
share,  in  the  fall  of  1985. 

Comes  now  Shamrock  Hold- 
ings, Roy  Disney's  investment 
vehicle,  which  began  buying 
Holly  early  last  year.  It  now 
owns  9%  of  Holly,  at  an  average 
price  of  $104  per  share. 

With  Shamrock  in  the  pic- 
ture, Buchsbaum  suddenly 
faced  the  prospect  of  losing  the 
company  he  still  hoped  to  take 
private.  Last  December  he  said 
he  would  like  to  buy  the  91%  of 
Holly  he  doesn't  own  for  an  as- 
sortment of  cash  and  paper 
nominally  worth  $106  million, 
or  $1 15  a  share. 

End  of  story?  Not  yet.  On  Apr. 
8,  Shamrock  said  it  would  like  to 
buy  Holly  for  about  the  same 
price  Buchsbaum  proposed.  Salo- 
mon Brothers  is  evaluating  the: 
two  proposals.  While  neither! 

  Buchsbaum  nor  Shamrock  has 

said  how  their  respective  offers  would 
be  financed,  well-capitalized  Sham- 
rock (Forbes,  Oct.  6,  1986]  can  swing 
the-deal. 

Ed  Moore?  He  continues  to  talk  up 
Holly.  "This  company  is' worth  in  ex- 
cess of  $175  per  share,"  he  now  as- 
serts, and  promises  a  proxy  fight 
against  his  former  friend  Buchsbaum 

If  Shamrock's  offer  succeeds,  Mi- 
chael Buchsbaum  stands  to  make  $7.4 
million  on  his  Holly  stock.  Would  he 
have  done  better  sticking  to  Wall 
Street  and  arbitrage?  Who  can  say?  ■ 


FORBES,  JUNE  1,  1987 
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WE  SHOW  YOU  HOW  TO  COMMAND  A 
"OMMUNICATIONS  NETWORK,  WITHOUT  BUILDING  ONE, 


en  you  want  fuller  control  of  your  com- 
lications,  the  Ameritech  Business 
work  can  help.  We've  created  a  fiber 
c  based  network  with  digital  switching 
ability  and  the  intelligence  to  adapt 
respond  to  your  commands, 
hrough  our  investments  in  state-of-the- 
technology  we're  prepared  to  meet 
r  needs  with  a  growing  range  of  digital 
iducts  that  handle  voice,  data  and  video 
i  amazing  speed,  volume  and  accuracy. 
!/e'll  be  investing  even  more,  almost  $  1 0 
on  between  now  and  1 990,  to  expand 
of  the  world's  most  advanced  communi- 
ons networks. 

he  Ameritech  Bell  companies  of  Illinois, 
ana,  Michigan,  Ohio  and  Wisconsin  will 


work  with  you  to  tailor  our  network  to 
your  requirements.  Our  people  are  experi- 
enced in  designing  network  systems  that 
provide  flexibility  and  choices. 

We're  committed  to  meeting  your  total 
communications  needs,  from  service  and 
products  to  technical  support  and  com- 
petitive financing. 

To  put  the  Ameritech  Business 
Network  at  your  command,  contact 
any  of  our  Ameritech  Bell  companies. 
Or  phone  us:  1  800  562-2444. 


JimERi  t  ECU 


AMERICAN  INFORMATION  TECHNOLOGIES 


Helping  you  communicates, 


t  Official  communications  company  for  the  Tenth  Pan  American  Games  •  Indianapolis  •  7-23  August  1987 
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The  Triple-A  Team. 

Thomas  Saccardfs  thorough 
this  children's  hospital  he 


homas  Saccardi  is  a  member  of  our 
Triple-A  Team.  That's  the  name  we  give  to  our 
research  staff  of  74  specialists  in  business,  govern- 
ment and  finance. 

It's  the  largest,  most  experienced  group  in  the 
municipal  bond  insurance  industry.  And,  like  other 
team  members,  Thomas  goes  beyond  simply  ana- 
lyzing the  bonds  we  insure. 

For  instance. 

St.  Christophers  Hospital  in  Philadelphia 
applied  for  a  $30  million  improvement  loan.  The 
loan  was  to  be  from  a  pool  of  funds  raised  by  a 
bond  issue  insured  by  us. 

On  paper  the  hospital  didn't  meet  the  criteria. 
But  Thomas  went  to  Philadelphia,  interviewed  hos- 
pital management  and  surveyed  the  community. 

What  he  found  was  a  very  well  managed  hos- 
pital with  solid  community  support  and  a  bright 
future.  And  his  strong  recommendation  helped 
make  possible  the  largest  hospital  pool  bond  loan 
ever  approved  by  MBIA  Corporation. 

What  does  all  this  mean  to  you? 

More  viable  bonds  for  issuers. 
More  valuable  bonds  for  buyers. 

As  a  municipal  bond  issuer,  you  enjoy  a  more 
favorable  interest  rate,  help  in  structuring  complex 
issues,  and  more. 

As  a  municipal  bond  buyer,  you  get  our  guar- 
antee that  principal  and  interest  will  be  paid  on  time 
and  in  full. 

And  all  our  bonds  receive  the  Triple-A  ratings 
from  Standard  &  Poor's  and  Moody's  that  we've 
earned  as  an  insurer. 

Municipal  Bond  Insurance  Association  began 
as  a  several  liability  association  in  1973.  In  1986 
MBIA  Corporation  was  formed  as  a  limited  liability 
corporation,  with  the  same  experienced  staff  and 
the  same  high  standards. 

For  more  information  call  914  681-1300. 
Or  write  to  445  Hamilton  Avenue, 
Box  788,  White  Plains.  NY  10602. 

Municipal  Bond  Investors 
Assurance  Corporation 
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The  baby  boom  generation  is  big  on  spiri- 
tual- and  self-awareness.  How  do  you  use 
this  fad  to  sell  everyday  products? 

Mainstream 
metaphysics 
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It  is  1 1  a.m.  on  most  any  Sunday 
morning  in  New  York  City.  Al- 
most all  the  2,738  seats  in  Lin- 
coln Center's  Avery  Fisher  Hall  are 
filled  with  a  well-dressed  crowd  that 
ranges  from  miniskirted  teenagers  to 
elegantly  frocked  grandmothers.  Each 
week,  for  more  than  ten  years,  they 
have  come  to  this  low-key  Unity 
Church  service  to  listen  to  the  gentle 
voice  and  reassuring  message  of  slen- 
der, white-haired,  Reverend  Eric  But- 
terworth.  The  host  of  a  daily  radio 
show  and  the  author  of 
ten  books  with  such  ti- 
tles as  Life  is  for  Living 
and  Discover  the  Power 
Within  You,  Butter- 
worth  sells  one  of  to- 
day's hottest  products: 
self-help  through  spiri- 
tual awareness. 

"It  is  our  purpose  to 
let  people  discover 
their  divine  depths,  to 
challenge  you  to  break 
down  barriers  and  be 
rid  of  worry  and  fear," 
he  tells  his  audience. 
Then,  paraphrasing 
Shakespeare:  "There's 
nothing  good  or  ill  but 
thinking  makes  it  so." 

The  message  is  that 
we  alone  have  the  pow- 
er within  us  to  solve 
our  problems,  relieve 
our  anxieties  and  pain, 
heal  our  illnesses,  im- 
prove our  golf  game  or 
get  a  promotion. 


Reverend  Butterworth  charges  no 
admission  for  his  sermons  even 
though  the  Sunday  morning's  rent  for 
the  hall  is  $3,750.  How  does  he  re- 
coup? By  passing  the  collection  plate 
and  selling  inspirational  tape  cas- 
settes ($6  each)  or  books  ($4  to 
$12.95),  and  by  recruiting  prospects 
for  seven  days  this  summer  at  his 
twenty-second  annual  retreat  at  Ce- 
dar Crest  College  in  Allentown,  Pa. 
Price:  $365,  including  transportation, 
lodging  and  food. 


Steven  Finando,  associate  director  of  the  Wholistic  Health  Center 
"Our  approach  is  to  do  the  least  that  we  can." 


There  have  been  Reverend  Butter  5. 
worths  for  as  long  as  anyone  cai 
remember,  of  course.  His  messag 
is  one  short  step  from  that  of  Mar 
Baker  Eddy.  She  founded  tin 
Church  of  Christ,  Scientist  in  1879* 
based  on  teachings  in  the  New  Tes 
tament.  Today  Christian  Scientist 
in  3,000  churches  in  59  countries 
still  rely  primarily  on  prayer  fo 
healing,  rather  than  doctors  anc 
modern  medicine. 

In  the  1920s  pharmacist/hypnotis 
Emile  Coue  became  a  cult  figure  witl 
his  power-of-positive-thinking  branc 
of  optimistic  psychotherapy.  Amonj 
other  things,  Coueism  required  sub 
jects  to  repeat  the  words  "Every  day 
and  in  every  way,  I  am  becoming  bet 
ter  and  better."  The  basic  theme  is  the 
same:  Great  powers  lie  within  you 
we  will  help  you  tap  them. 

So,  what's  new?  The  numbers 
chiefly.  What  for  Emile  Coue  and  Ai 
mee  Semple  McPherson  (a  1920s  anc 
1930s  radio  evangelist)  was  a  cottage 
industry  is  becoming  big  business 
Last  year  $300  million  worth  of  audio 
and  videotapes  were  sold  demonstrat 
ing  various  ways  of  harnessing  the 
power  of  the  mind  to  influence  thfl 
body.  New,  too,  is  the  broad  accep 
tance  of  this  power  by  the  decidedl)| 
nonkooky.  Olympic  diver  and  two 
time  gold  medal  winner  Greg  Lou-, 
ganis,  for  example,  was  the  first  mar^tl 
since  1928  to  capture  Olympic  gold  ir: 
both  platform  and  springboard  diving 
In  interviews,  he  freely  discusses  the 
meditation  and  mental  visualization 
exercises  he  uses  during  training  anc 
competition.  He  is  con 
vinced  these  have 
helped  him  perform 
better. 

No  longer,  then,  are 
the  chief  customers  foi 
self-help  the  aged  anc 
the  sick  or  the  supersti- 
tious. Many  of  the  con 
sumers  today  are 
among  the  most  sought 
after  in  America:  25  tc 
50,  achievement-ori 
ented,  with  high  in 
comes.  These  are  the 
buyers  of  BMWs  anc 
Gucci  loafers,  French 
wines  and  escargots. 

What  seems  to  be  in- 
volved here  is  the  feel- 
ing, naturally  conge 
nial  to  Americans,  that 
individuals  can  indeed 
be  masters  of  their 
fates — through  how 
they  live,  what  they 
eat,  what  music  they 
listen  to  and  how  they 
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link.  The  marketers 
:  self-help  products 
»w  include  such  big- 
ame  players  as 
ifeway  (with  its  ex- 
,  emely  successful  su- 
;rmarket  natural  food 
xtions),  RCA  Ree- 
ds ("new  age"  music 
'oduced  under  its  fast- 
owing  new  Novus  la- 
;1)  and  Bantam  Books, 
hich  has  published  5 
lillion  copies  (retail 
l,Iat  due,  $30  million)  of 
lirley  MacLaine's  last 
vo  books.  MacLaine 
-  rote  other  stuff,  but  it 
asn't  until  she  began 
:vealing  her  thoughts 
id  experiences  in- 
dving  extraterrestri- 
s  and  reincarnation 
J  lat  she  became  so 
a  jritroversial. 

A  crop  of  periodicals 
»       sprouted  to  tap 

J   zvf  age  readers  and  ad-   

W!i  jrtisers.  The  New  Age  Journal  in  Bos- 
1    >n,  for  instance,  is  a  bimonthly  mag- 
-    cine  with  150,000  readers.  It  publish- 
1    >  articles  stressing  the  connection 
2tween  body,  mind  and  spirit.  Price: 
1  '*  14  a  year.  Whole  Life,  basically  an  ad 
L  irowaway,  is  a  magazine  of  holistic 
1    salth  and  natural  living  packed  with 
v  j  Is  for  chiropractors,  body  oils  and 
i    leditation  retreats.  It  is  distributed 
>esti  ee  in  health  food  stores  and  other 
itlets  eight  times  a  year  to  about 
'  3,000  readers. 
Look  also  at  the  Na- 
onal  New  Age  Yellow 
r ;  2ges,  which  boasts  450 
stings  and  150  catego- 
t,   es,  ranging  from  "A 
i    ourse    in  Miracles 
:udies"  to  "Zen  Stu- 
es."  Publisher  Mar- 
a  Gervase  Ingenito  of 
llerton,  Calif,  says 
e    has    sold  2,000 
pies  nationwide  at 
4.95. 

The  American  Holis- 
Medical  Associa- 
n  counts  10,000  doe- 
rs practicing  some 
rm  of  holistic  medi- 
e  in  the  U.S.,  or 
out  2%  of  all  doctors 
re.  Holistic  doctors 
more  than  address 
ticular  symptoms 
d  treat  illness.  They 
so  insist  on  evaluat- 
g  their  patients'  diet, 
estyle,  exercise  pro- 
ams  and  stress.  "Our 


Unicorn  Village  owner  Terry  Dalton 

Grilled  dolphin,  six-grain  breads  and  body  lotions, 


approach  is  to  do  the  least  that  we 
can,  and  to  have  the  patient  do  the 
most  that  he  can,"  says  Steven  Fin- 
ando,  associate  director  of  the  Wholis- 
tic  Health  Center  in  Manhasset,  N.Y., 
a  nonprofit  organization  that  claims 
to  treat  1,000  patients  a  month.  "That 
might  involve  diet,  biofeedback  to 
control  stress,  acupuncture.  We  pre- 
scribe medicines,  but  that  is  seen  as  a 
dramatic  thing,  something  not  done 
lightly." 

Certainly  all  this  has  put  new  juice 


Gerald  Davis/Oudir 


Dan  Bergeson,  buyer,  B.  Dalton  Bookseller 

Readers  want  astrology,  reincarnation  and  extraterrestrials 


in  the  booming  natural 
food  business,  which 
had  hit  a  plateau  in 
1985-86.  Today  there 
are  more  than  6,000 
natural  food  stores  in 
this  country,  with  sales 
estimated  at  $3.3  bil- 
lion. Self-help  again: 
Eat  the  right  things  and 
you  will  live  longer, 
avoid  cancer,  have 
more  orgasms  and  get 
ahead  faster  at  the  of- 
fice. Annual  volume 
from  the  five  Mrs. 
Gooch's  natural  food 
stores  in  Los  Angeles 
tops  $40  million. 
Safeway  Stores  Inc.  has 
770  stores  with  natural 
food  sections,  up  from 
90  in  1980.  Terry  Dal- 
ton, who  opened  a  nat- 
ural food  restaurant  in 
a  strip  center  in  North 
Miami   Beach   a  few 

  years  back,  has  doubled 

his  store  space  and  does  $5.3  million 
in  sales.  Dalton  markets  his  complex 
under  the  name  Unicom  Village.  It 
includes  a  natural  food  store,  a  natural 
food  deli  (no  red  meats,  but  lots  of 
chicken,  linguini  pesto  salads,  grilled 
shrimp  and  dolphin).  Unicorn  has  a 
bakery  that  sells  whole-grain  wheat 
breads  and  six-grain  breads,  a  nutri- 
tion boutique  that  sells  vitamins  and 
body  lotions  and  herbs  with  such 
names  as  Golden  Seal  and  Echinacea 
(which  supposedly  strengthens  the 
immune  system).  Its 
gift  store  alone,  selling 
books,  crystals  and 
music  by  such  artists 
as  Alex  Jones  and  Steve 
Halpern,  does  $400,000 
a  year  in  900  square 
feet. 

Publishers  estimate 
that  total  sales  of  new 
age  titles  today  are  at 
least  $100  million  at 
retail.  These  books 
range  from  Astrology 
and  Your  Past  Lives  by 
Jeanne  Avery  to  The 
Road  Less  Traveled  by 
bestselling  author  M. 
Scott  Peck  (Forbes, 
Apr.  20). 

The  Bodhi  Tree  in 
West  Hollywood, 
Calif,  claims  it  stocks 
nearly  25,000  new  age 
book  titles.  Earlier  this 
year,  Dan  Bergeson, 
buyer  for  B.  Dalton,  re- 
ported in  that  chain's 


»  Harm/Quest 
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Merchandise  Bulletin 
that  sales  of  books 
about  such  occult  top- 
ics as  reincarnation, 
ESP  and  extraterrestri- 
al beings  increased 
95%  the  week  ABC  ran 
a  miniseries  based  on 
Shirley  MacLaine's 
book  Out  on  a  Limb. 
Sales  in  that  area  had 
been  growing  at  a  4% 
rate  prior  to  that  broad- 
cast. Recently  a  Dalton 
representative  said 
sales  of  such  books  are 
running  60%  ahead  of 
last  year  and  that  the 
chain  is  running  its  sec- 
ond new  age  book  pro- 
motion this  month. 
Coming  in  August,  It's 
All  in  the  Playing,  further 
tales  of  MacLaine's  spir- 
itual search,  and  anoth- 
er shoo-in  for  the  best- 
seller list. 

If  Shirley  MacLaine's   

stuff  deals  with  alleged  spiritual  expe- 
rience, some  of  the  self-help  material 
is  downright  mercenary:  The  Night- 
ingale-Conant  Corp.  in  Chicago,  a 
major  producer  of  audiocassette  pro- 
grams, now  does  $32  million  a  year 
with  such  titles  as  management  con- 
sultant Brian  Tracy's  "The  Psycholo- 
gy of  Success:  Ten  Proven  Principles 
for  Winning."  Nightingale-Conant's 
offerings  are  usually  packages  of  six 
lecture  tapes.  Retail  price:  $50.  Most 
major  publishers — Simon  &  Schuster, 
Bantam,  Random 
House — have  jumped 
into  this  growth  area 
of  turning  books  into 
cassettes. 

New  age  music  began 
primarily  as  an  aid  to 
meditation  and  relax- 
ation, and  is  now  a  hot 
little  industry.  Wind- 
ham Hill  Productions, 
the  Palo  Alto,  Calif. - 
based  record  company, 
is  perhaps  most  closely 
associated  with  this 
type  of  music.  This  year 
Windham  Hill's  cata- 
log of  instrumental,  of- 
ten moody  solo  perfor- 
mances will  generate 
over  $35  million  in 
sales.  That  is  more  than 
half  of  the  $50  million 
plus  this  category  will 
do  at  retail.  The  music 
is  serene  and  introspec- 
tive The  category  is  so 
fast  growing  that  this 


Richard  Berger,  owner  of  Crystal  Resources 
Are  quartz  crystals  better  than  gold? 


Shonna  ValcskiAj' 


year  the  first  new  age  Grammy  Award 
was  given  to  Andreas  Vollenweider,  a 
Swiss  harpist  and  popular  concert  per- 
former who  records  on  the  CBS  Re- 
cords label. 

And  then  there  are  quartz  crystals. 
Crystals,  of  course,  can  be  startlingly 
beautiful  and  are  used  in  jewelry  and 
coffee-table  conversation  pieces. 

But  crystals  are  also  touted  as  pos- 
sessing healing  and  energy-channeling 
properties.  The  public  now  buys  $100 
million  worth  of  crystal  a  year.  Ron 


Dr.  Stephan  Rechtschaffen,  cofounder,  Omega  Institute 
Selling  peace  and  quiet  to  financial  professionals. 


Coleman,  a  partner  ii 
Coleman's  Crysta 
Mines  in  Jessieville 
Ark.  (99%  of  U.S 
quartz  is  mined  in  tha 
state),  says  his  whole 
sale  business  in  speci 
men-quality  quart 
two  years  ago  grosset 
$350,000.  This  year  hi 
is  predicting  more  thai 
$1  million.  Adds  Rich 
ard  Berger,  owner  ol 
Crystal  Resources,  a  ra 
tail  store  in  New  York) 
"If  business  continue 
to  explode  like  this,  I 
could  hit  $250  million 
worldwide  in  five  years 
Japan  has  just  discovi 
ered  crystals." 

There  is  more.  Self 
help  and  inspirational 
vacation  retreats,  from 
the  80-acre  Omega  Inj 
stitute  in  Rhinebeclq 
N.Y.  to  an  old  favoriti 

  of  the  cosmically  con) 

scious,  Esalen  in  Big  Sur,  Calif.,  repon 
that  enrollment  is  wait-listed  foj 
many  summer  programs. 

Says  Dr.  Stephan  Rechtschaffen,  co) 
founder  of  Omega,  "More  and  mon 
people  are  looking  for  purpose  and 
meaning  in  their  lives.  We  will  draw 
6,000  people  this  summer  and  we'r 
opening  a  new  center  in  Lenox,  Mass 
to  attract  an  upscale  clientele."  Salej 
this  year  will  top  $2  million,  up  from 
$1.8  million  last  year. 

Smart  folks  in  marketing  an 
watching  this  closer] 
and  are  trying  to  figun 
how  to  apply  some  0 
this  appeal  to  a  wide 
range  of  products.  Say: 
Kurt  Willinger,  vic| 
chairman  of  Saatchi  & 
Saatchi,  Compton 
"These  [the  new  self 
help  consumers]  an 
the  leading  edge  of  thi 
baby  boomers,  the  mar 
ket  we  all  want  te 
reach.  Now  this  gener 
ation  is  learning  tha 
finding  themselves  ii 
not  enough,  and  the; 
are  reaching  out  to  oth 
er  stuff.  The  question 
then,  is,  how  do  yoi| 
tap  into  it?" 

For  starters,  advertis 
ing  agencies  could  adt 
astrologers  to  thei| 
staffs  and  perhaps  i 
couple  of  nice,  plum) 
Hindu  gurus. — J.A.T 
and  Edward  Giltenan 
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WHAT  MAKES  ONE 
STEREO  SOUND  BETTER 
THAN  THE  OTHER? 


tanasonic  heard  the  difference.  Loud  and  clear.  That's  why  their 


tsc:    of-the-line  Technics""  speakers  are  made  in  Puerto  Rico,  and 
ped  Made  in  the  United  States. 

vVhich  means  Panasonic's  parent  company,  Matsushita  Electric  of 
n,  is  getting  the  same  high-quality  production  they're  accustomed 
\\ong  with  the  beautiful  sound  of  Puerto  Rico's  substantial  U.S.  fed- 
tax  credit,  duty-free  access  to  the  U.S.  market,  and  an  average 
ttronic  industry  labor  cost  of  $4.05  per  hour  less  than  that  on  the 
mainland. 

\nd  more  music  to  the  ears,  like  fast  shipping  and  flying  time  to  the 
3s.  Factory  space  starting  at  $1 .25/sq.  ft./yr.  And  most  important  of 
)  productivity-  and  quality-conscious  companies  like  Matsushita,  a 
)  ly  skilled  hi-tech  labor  and  management  force  that's  receiving  a  lot 
hms  and  ahhs  from  such  names  as  General  Electric,  Wang, 
/lett-Packard  and  a  whole  beautiful  island  of  U.S.  and  international 
ufacturers  of  everything  from  baby  shampoo  to  pacemakers, 
o  hear  all  the  details,  without  obligation,  mail  in  the  coupon  or  call 
ia  Lopez  today  in  New  York  at  212-245-1200,  Ext.  230. 


FEDERAL  TAX  CREDITS. 
LOCAL  TAX  INCENTIVES. 
NO  DUTIES. 
NO  QUOTAS. 
LOW  LABOR  COSTS. 


Yes,  I  want  to  know  more.  Please  send  my  Climate  is  Right  information 
immediately. 

NAME.  


ouid 

[ 


TITLE  

COMPANY. 

ADDRESS  

CITY  


.STATE. 


.ZIP. 


TELEPHONE  | 


PRODUCT  or  SERVICE. 


□  Current  expansion  project     □  Future  expansion  planning  FOB.0601 

Mail  to:  COMMONWEALTH  OF  PUERTO  RICO    Or  call 

Economic  Development  Administration       Maria  Lopez 
1290  Avenue  of  the  Americas  212-245-1200 


New  York,  N.Y  10104-0092 


Ext.  230 


PUERTO  RICO 

The  climate  is  right. 


Science  &  Technology 


Edited  by  Gail  Bronson 


Scientists  are  using  synthetic  proteins  to 
speed  wound  healing.  The  results  will  dra- 
matically transform  injury  treatment. 

Beyond 
the  Band-Aid 


Medicine 


Every  year 
200,000  Ameri- 
cans are  burned 
badly  enough  to  require  a  rush  trip  to 
the  hospital.  About  a  million  bedrid- 
den people  suffer  from  chronic 
wounds  that  won't  heal.  In  1986  the 
economic  bill  for  these  traumas  alone 
reached  into  the  billions  of  dollars. 
But  research  now  under  way  at 
schools  such  as  Vanderbilt  Universi- 
ty, the  University  of  California  and 
Harvard  promise  not  only  to  trans- 
form the  treatment  of  these  injuries 


but  also  to  cut  dramatically  the  heal- 
ing time,  and  thus  the  dollar  loss  to 
everyone  involved. 

The  keys  to  moving  beyond  treat- 
ments such  as  bandages  and  skin 
grafts  are  naturally  occurring  proteins 
known  as  growth  factors.  Through  ge- 
netic engineering,  it  is  now  possible 
to  produce  this  material  synthetical- 
ly, and  researchers  at  a  number  of 
medical  laboratories  are  using  it  to 
test  healing  treatments  on  animals 
and  even  humans. 

"Growth  factors  have  the  potential 


to  revolutionize  wound  care,"  sal 
Alan  Levy,  vice  president  of  resear 
and  new  technology  for  Johnson 
Johnson's  Ethicon  Inc.,  the  large 
U.S.  maker  of  surgical  sutures.  "Tl 
is  something  that  could  rival  the  18 
discovery  by  Joseph  Lister  tl] 
wounds  should  be  kept  bacteria-free 

Each  growth  factor  affects  differe 
parts  of  skin  cells — some  promc 
new  tissue  growth  while  others  ac 
vate  blood  vessel  regeneration.  Exa< 
ly  how  they  trigger  these  healing  pi 
cesses  remains  a  mystery.  But  what 
known  is  that  when  applied 
wounds,  the  factors  cause  cells 
multiply  much  faster  than  th 
would  ordinarily  and  thus  speed  t 
healing  process. 

The    front-runners     to  mark 
growth  factors  are  Chiron  Corp 
Emeryville,  Calif,  and  Ethicon 
Somerville,  N.J.  Both  are  testing  \ 
netically  engineered  proteins  in  h 
mans  in  order  to  obtain  Food  &  Dr 
Administration  marketing  approv 
Chiron  was  the  first  to  clone  an  e] 
dermal  growth  factor  in  1983.  Ethic 
has  licensed  the  marketing  rights 
Chiron's  epidermal  growth  factor  i 
wound-healing  applications  and  is  u 
derwriting  their  multimillion-doll 
research  collaboration. 

Earlier  this  year  the  two  firr 
launched  a  joint  study  that  will  eve 
tually  include  approximately  21 
burn  patients  to  measure  to  what  c 
gree  epidermal  growth  factors 
speed  healing  of  wounds  that 
caused  by  removal  of  patches  of  skfcldie 


Courtesy  Dr  Eisinger,  Sloan -Kettering  Cfl 
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Magdalena  Eisinger,  head  of  Memorial 
Sloan-Kettering  Cancer  Center's  cuta- 
neous cell  biology  lab,  is  directing 
studies  of  growth  factors  derived from 
epidermis.  Above  is  a  cross  section  of 
pigskin  treated  with  a  skin  cell  extract 
containing  growth  factor.  Visible  are 
cells  moving  up  from  a  hair  follicle, 
through  old  connective  tissue  to  the 
new  top  layer  of  skin. 
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fibroblast  cells  migrate  from  the  surrounding  tissue 
into  the  wound  and  start  to  multiply.  The  fibroblasts 
produce  collagen,  the  connective  fibers  that  build  ten- 
sile strength.  Meanwhile,  the  epithelial  cells  at  the  edge 


of  the  wound  divide  and  fill  in  the  area  under  the  scab. 
Once  the  wound  is  completely  resurfaced,  the  scab  falls 
off.  Scientists  believe  that  an  injury  triggers  cells  to 
release  a  variety  of  proteins,  called  growth  factors,  that 
stimulate  the  healing  process. 

Source:  CIBA 
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ately   r  skin  grafts.  Ethicon  hopes  to  start 
lling  an  epidermal  growth  factor 
oduct  to  hospitals  by  1990  and  be- 
tna:  isves  that  sales  in  the  first  12  months 
-  :  4>uld  reach  $25  million.  Meanwhile, 
__j]hiron  has  retained  the  rights  to  mar- 
it  its  epidermal  growth  factor  for 
ost  ophthalmic  use.  Last  October 
hiron  began  testing  humans  with 
>e  drops  containing  the  factor  to 
eat  corneal  abrasions  caused  by 
lemical  burns. 

Other  companies,  including  Merck 
Co.,  California  Biotechnology,  Am- 
:n,  as  well  as  Johnson  &  Johnson,  are 
lending  millions  of  dollars  to  study 
lother  protein  as  well — fibroblast 
owth  factor.  This  protein  appears  to 
ork  in  the  deeper  layers  of  a  wound 
ther  than  the  top  layers  of  skin.  The 
aterial  promotes  the  regrowth  of 
y  blood  vessel  cells  and  those  that 
e  the  larger  blood  vessels  in 
ounds. 

At  Merck,  fibroblast  growth  factor 
search  is  now  on  the  fast  track  to 
)mmercial  development.  "Last  year 
was  just  another  research  project," 
iys  Dr.  Kenneth  Thomas,  a  Merck 
search  director.  "But  we've  been 
ipressed  with  the  way  we've  seen 
ds  growth  factor  speed  up  blood  ves- 
\  growth  in  chick  embryos  and  harri- 
er cheeks.  It's  worth  the  gamble." 
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Fibroblast  growth  factors  serve  an 
equally  important  role  in  wound  heal- 
ing by  stimulating  the  secretion  of 
collagen — the  weblike  connective  tis- 
sue that  surrounds  all  skin  cells.  "The 
promotion  of  more  collagen  growth  is 
responsible  for  giving  the  healing  tis- 
sue its  tensile  strength,"  says  Dr.  John 
Fiddes,  vice  president  of  research  at 
California  Biotechnology  of  Moun- 
tain View,  Calif.  Two  years  ago  it  was 
the  first  company  to  synthesize  this 
growth  factor. 

A  third  protein,  called  platelet-de- 
rived growth  factor,  is  also  drawing 
interest  from  researchers.  It  is  be- 
lieved to  play  a  role  similar  to  fibro- 
blast growth  factor  in  inducing  fibro- 
blasts to  move  into  a  wound  and  build 
connective  tissue.  Amgen  Inc.  of 
Thousand  Oaks,  Calif,  expects  to  test 
at  least  one  of  these  three  proteins  in 
humans  some  time  in  the  next  24 
months.  To  underwrite  the  research, 
Amgen  plans  to  raise  $35  million  in 
development  capital  through  a 
PaineWebber-sponsored  limited  part- 
nership offering  this  month. 

At  Rockefeller  University  in  New 
York  City,  upward  of  100  bedridden 
patients,  many  with  nonhealing 
wounds  such  as  festering  bedsores 
and  leg  ulcers  that  often  refuse  to  heal 
for  months  on  end,  are  already  under- 


going limited  human  testing  with 
growth  factors.  The  results  are  en- 
couraging. "These  wounds  didn't  heal 
before  no  matter  what  we  put  on 
them,"  says  Dr.  Alice  Gottlieb,  a  re- 
searcher in  the  investigative  derma- 
tology laboratory.  "Now  they  close  in 
three  to  four  months." 

But  the  use  of  single  growth  factors 
is  just  the  beginning  of  sophisticated 
wound  therapy.  Researchers  agree 
that  more  than  likely  it  will  take  a 
cocktail  of  factors  to  achieve  optimal 
wound  healing.  "In  the  future  you 
will  know  enough  about  each  factor 
to  use  them  in  various  combinations 
or  different  time  intervals  according 
to  the  type  of  wound,"  predicts  Mag- 
dalena  Eisinger,  head  of  the  cutaneous 
cell  biology  laboratory  at  Memorial 
Sloan-Kettering  Cancer  Center  in 
New  York  City. 

While  wound  repair  is  clearly  a 
complex  area  of  research,  the  rapid 
rate  of  progress  scientists  are  making 
may  eventually  make  home  and  hos- 
pital use  of  growth  factors  as  common 
as  the  Band- Aid.  At  the  least,  wound 
healing  appears  to  be  one  area  where 
companies  that  were  willing  to  take  a 
chance  on  research  with  no  obvious 
payoff  now  stand  to  reap  a  handsome 
reward. — G.B. 
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The  new  COMPAQ  PORTABLE  III™ 
represents  the  most  power  and 
performance  ever  to  fit  in  a  package 
this  small.  What  makes  it  remark- 
able is  that  we  sacrificed  nothing  to 
accomplish  this  feat. 

It  feels  like  we 
left  something  out. 
We  didn't. 

At  18  pounds,  it  features  high-speed 
12-MHz  80286  technology  to  run 
industry-standard  programs  up  to 


50%  faster  than  8-MHz  80286- 
based  PC's  without  sacrificing  com- 
patibility. We  offer  640  Kbytes  of 
RAM  standard,  expandable  to  6.6 
Megabytes  without  touching  one  of 
its  two  optional  full-size  expansion 
slots.  Plus  the  choice  of  an  internal 
20-  or  40-Megabyte  fixed  disk  drive 
to  meet  your  mass  storage  demands. 

What's  ingenious  is  that  you  still 
get  a  full-size  standard  keyboard 
with  a  numeric  keypad.  A  high- 
resolution  adjustable  plasma  moni- 
tor displaying  text  and  graphics  on 


one  screen.  An  optional  internal 
modem.  An  industry-standard  5! 
inch  diskette  drive.  Shock  mount fifcb 
for  ruggedness  and  reliability.  An 
more  features  that  other  compa- 
nies, in  order  to  get  their  portable 
more  portable,  left  out. 


Less  weight,  less  wait. 

Beyond  its  fast  12-MHz  80286 
microprocessor,  we  also  includec 
optional  high-performance  fixed 
disk  drives.  And  even  high-speed! 


lift 
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Introducing  a  new  personjn 
no  other  portable  mis  sms 


Most  other  portables 
and  laptops  use  slower 
microprocessors. 
Most  don't  offer  high- 
resolution  text  and 
graphics  or  even  a 
single  expansion  slot. 
Many  don't  offer  high- 
capacity  fixed  disk 
drives.  And  not  one 
offers  shock  mounting 
for  the  ruggedness 
you  need. 


Our  new  industry- 
standard  12-MHz 
80286  micropro- 
cessor runs  popu- 
lar programs  up  to 
50%  faster  than  8- 
MHz  80286-based 
PC's.  Which  is  one 
reason  the  COMPAQ 
PORTABLE  III 
delivers  the  highest 
performance  of  any 
portable  computer. 


Our  smallest  portable  yet  features  a 
standard  full-size  detachable  keyboard 
with  a  numeric  keypad  and  10  program- 
mable function  keys. 


The  COMPAQ  PORTABLE  III  is  actually 
half  the  size  of  our  first  portable  computer, 
yet  it's  considerably  more  powerful. 


Hern 
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\.  These  performance  enhance- 
ts  work  together  to  avoid  bot- 
;cks  and  increase  information 
They  also  make  the  COMPAQ 
TABLE  III  the  fastest  portable 
3uter  in  the  world. 


Once  again, 
/e've  got  a  better  handle 
on  computing. 

COMPAQ  PORTABLE  III  was 
to  survive  the  open  road,  but  it 
also  hold  its  own  on  a  desktop. 


It's  the  ideal  executive  workstation, 
allowing  you  to  network,  communi- 
cate with  your  mainframe,  sort  large 
data  bases  and  run  huge  spread- 
sheets with  ease. 

The  COMPAQ  PORTABLE  III  is 
unique  in  that  it  combines  these 
high-performance  capabilities  with 
a  much  smaller  footprint.  With  the 
advanced  capabilities  you'd  find  in 
a  high-performance  desktop  com- 
puter, the  COMPAQ  PORTABLE  III 
is  clearly  the  ultimate  in  portable 
computing  today.  This  kind  of  inno- 


vative engineering  is  why  Compaq 
is  the  world  leader  in  portable 
computers. 

See  the  new  COMPAQ 
PORTABLE  III  on  a  desktop  near 
you— at  one  of  over  3000  Autho- 
rized COMPAQ  Computer  Dealers 
worldwide.  For  more  information  or 
the  dealer  nearest  you,  call  1-800- 
231-0900  and  ask  for  Operator  32. 
In  Canada,  call  416-449-8741,  Oper- 
ator 32. 

©  1987  Compaq  Computer  Corporation. 
All  rights  reserved. 


» mputer  that  does  something 
undo.  Everything. 


-  j 


TO,  K  I*  \.  I: 


Our 

industry- 
standard  1.2- 
Megabyte  51/*- 
inch  diskette  drive 
means  you're  not 
forced  to  transfer  your  data  to  the  3V2- 
inch  diskettes  most  of  our  portable 
competitors  use. 


We  feature  high- 
performance  20-  or  40- 
Megabyte  internal  fixed 
disk  drives  which  give 
you  plenty  of  storage 
and  deliver  an  average 
access  time  of  less  than 
30  milliseconds. 


comma 


It  simply  works  better 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


California's  second-largest  city  is  worth 
taking  extra  time  to  see,  even  if  you  dont 
have  any  old  Navy  buddies  living  there. 

The  joys 
of  San  Diego 


Hotel  del  Coronado 

Hugging  the  seaside  for  lOO  ye< 


By  Ellen  Paris 


Y1  OU  PROBABLY  WON'T  NEED 
your  arm  twisted  to  visit  San 
Diego.  Few  cities  in  America 
are  as  picturesque,  enjoy  such  fine 
weather  and  manage  growth  so  well. 
It  is  now  the  seventh-largest  city  in 
the  U.S.,  yet  you  can  still  find  execu- 
tives nipping  out  of  the  office  early  to 
take  a  spin  on  their  yachts  or  get  in  a 
quick  nine  holes  before  sunset.  Rec- 
reation is  taken  seriously  here. 

A  car  is  a  must  to  get  around  the 
city,  so  pick  one  up  at  Lindbergh  Field 
or  downtown  if  you  arrive  by 
train — a  good  idea  if  you  are 
coming  from  Los  Angeles. 
(There  are  seven  Amtrak  con- 
nections daily,  Monday  to  Fri- 
day. It's  only  a  2'/2-hour  trip, 
and  part  of  the  route  runs 
along  the  ocean,  with  stops  in 
Del  Mar,  La  Jolla  and  down- 
town San  Diego.) 

A  weekend  is  not  really 
enough  to  enjoy  San  Diego,  es- 
pecially if  you  have  not  been 
there  before.  See  if  you  can 
budget  up  to  four  days  there. 
Even  so,  with  the  broad  range 
of  activities  available,  plan 
your  stay  carefully  to  take  in 
as  much  as  time  allows  you. 


shops,  39  eating  establishments,  7 
movie  screens  and  2  performing  arts 
theaters.  Done  in  49  different  pastels, 
Horton  Plaza  borders  the  historic  gas- 
lamp  quarter,  which  is  also  undergo- 
ing renovation.  If  you  have  business 
in  any  of  the  city's  gleaming  new 
towers,  definitely  stay  downtown. 

Westgate,  1055  Second  Ave.  (619- 
238-1818).  Elegant,  quiet,  ideally  situ- 
ated just  across  the  street  from  Hor- 
ton Plaza.  There  are  223  spacious 
rooms,  and  no  two  are  alike.  The  large 
and  grand  lobby  is  modeled  after  an 
anteroom  at  the  palace  of  Versailles. 


Hotels 

San  Diego's  downtown  is  no 

longer  a  seedy  city  center.  A 
maior  cornerstone  of  its  reviv- 
al is  the  six-block  Horton  Pla- 
za complex,  which  houses  120 
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Horton  Plaza 

A  bit  of  Europe,  downtown. 


Singles:  $114  to  $134. 

US.  Grant,  326  Broadway  (619-23! 
3121).  Down  the  street  from  the  Wes 
gate,  this  newly  renovated,  283-rooi  ipected 
landmark   was   originally   built  \ 
1910.  Wonderful  large  lobby  with  loi 
of  marble  and  inviting  sitting  areajjapu 
where  high  tea  is  served  daily.  Don 
miss  dinner  at  the  Grant  Grill,  rem  itiek 
niscent  of  a  fine  private  club.  Summi  A 
rates — good  until  Sept.  14 — singh 
and  doubles:  $89. 

Omni  International,  1  Broadway  Ci] 
cle  (619-239-2200).  This  452-room  h. 
tel  is  scheduled  to  open  in  Septembe) 
Adjacent  to  Horton  Plaza, 
will  feature  a  health  club  arl 
tennis  courts.  Singles:  $115  i 
$170. 

Horton  Grand,  311  Islan 
Ave.  (619-544-1886).  If  yQ 
don't  mind  staying  in  an  are 
still  in  the  midst  of  gentrific; 
tion,  this  110-room  restore 
Victorian  hotel  is  a  gem.  Sitii 
ated  just  off  the  beaten  path  i 
the  gaslamp  quarter,  the  Ho 
ton  Grand  offers  antique-fille 
rooms,  each  with  its  own  firt 
place  and  some  with  canopie 
beds.  There  are  also  horsi 
drawn-carriage  rides  availabl 
and  a  delightful  Sunda 
brunch.  Singles:  $92  to  $97. 

Hotel  Inter-Continental,  33 
West  Harbor  Drive  (619-234 
1500).  This  gleaming  681-unil 
25-story  hotel  has  its  own  m< 
rina  and  is  next  to  Seaport  Vi 
lage.  Spacious  rooms  with  bai 
conies    and    harbor  views 
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rounds  include  tropical  gardens  and 
'(TO  swimming  pools.  You  can  even 
tit  a  boat  slip.  A  second  tower  is 
cpected  to  open  in  January.  Singles: 
20  to  $160. 

-.Mission  Bay  is  a  4,600-acre  aquatic 
rayground.  You  can  sail,  windsurf, 
uter  ski,  bicycle  or  fly  a  kite  there,  or 
nil  if|)st  relax.  Mission  Bay  is  also  home  to 
Sum:  /  a  World. 

WHyatt  Islandia,  1441  Quivira  Rd. 
,19-224-1234).  Mission  Bay's  only 
gh  rise.  Each  room  has  its  own  bal- 
ny  and  view  of  the  ocean  or  Mission 
ly  Marina.  Singles:  $105  to  $140. 
San  Diego  Princess  Resort, 

04  West  Vacation  Rd  (619- 
4-4630).  A  good  place  to  stay 
th  the  family.  A  Princess 
Tiises  property  with  450 
ingalows  scattered  through 
i  acres  of  tropical  landscap- 
g.  Five  swimming  pools  and 
*ht  tennis  courts.  Doubles: 
20  to  $140. 

San  Diego  Hilton  Beach  & 
mnis  Resort,  1775  East  Mis- 
fcn  Bay  Dr.  (619-276-4010). 
tuated  right  on  Mission  Bay, 
i  offers  guests  a  tennis  club, 
|ness  center,  sailboats  and 
inises  on  a  private  47-foot 
at,  the  Lady  Hilton.  Singles: 

05  to  $155. 


Take  the  bridge  across  the 
y  to  Coronado.  It  is  the  home 
the  Naval  Air  Station  North 
and  and  lovely  beaches  and 
s  a  sleepy  small-town  atmo- 
here    that    keeps  visitors 
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coming  back. 

Hotel  del  Coronado,  1500  Orange 
Ave.  (619-435-6611).  A  national  his- 
toric landmark  celebrating  its  100th 
birthday  this  year.  This  white  clap- 
board, Victorian-era  seaside  resort 
was  where  Some  Like  It  Hot  was  filmed 
and,  rumor  has  it,  where  the  Duke  of 
Windsor  met  his  future  bride,  Wallis 
Simpson.  Request  a  room  in  the  origi- 
nal building.  The  Del  is  right  on  the 
ocean  with  its  own  beautiful  beach. 
Singles  and  doubles:  $105  to  $210. 

If  you  like  sailing  or  any  type  of 
boating,  consider  a  visit  to  Shelter  Is- 
land. Its  few  streets  are  crammed  with 
yacht  brokers,  marine  supply  stores, 
launchings,  slips  and  yacht  clubs. 

Kona  Kai  Beach  &  Tennis  Resort,  1551 
Shelter  Island  Dr.  (619-222-1191). 
This  165-unit  oceanfront  resort  has  a 
health  spa,  private  beach,  tennis  and 
racquetball  courts  and  a  guest  dock. 
Singles:  $95  to  $115. 

Humplyrey's  Half  Moon  Inn,  2302 
Shelter  Island  Dr.  (619-224-3411)  of- 
fers a  tropical  setting,  with  a  choice  of 
bay-  or  harbor- view  rooms.  Singles: 
$79  to  $99. 

If  time  permits  you  only  one  place 
to  visit  near  San  Diego,  make  it  La 
Jolla.  Have  lunch  on  Prospect  Street 
and  enjoy  one  of  the  state's  prettiest 
views,  La  Jolla  Cove. 

La  Valencia  Hotel,  1 132  Prospect  St. 
(619-454-0771).  It  boasts  spectacular 
views  of  the  Pacific,  with  many  of  its 
100  rooms  overlooking  La  Jolla  Cove. 
Its  pink  stucco  exterior,  Spanish-tile 
roof  and  walkways  filled  with  fresh 
flowers  transport  you  to  another  place 
and  time.  Built  way  back  in  1926,  La 
Valencia  was  a  favorite  haunt  of  stars 


Shelter  Island  and  the  downtown  skyline 
Where  the  fleet  and  the  elite  meet. 


like  Garbo.  Make  it  a  point  to  have  a 
sundowner  on  the  patio.  Singles:  $98 
to  $118. 

Restaurants 

Excellent  fresh  seafood  and  Cali- 
Mexican  fare,  as  you  would  expect. 
But  to  our  surprise  we  found  other 
cuisines  well  represented,  too. 

The  downtown  area  and  vicinity 
now  offer  a  very  respectable  selection 
of  restaurants. 

Dobson  sBar  &  Restaurant  is  adjacent 
to  Horton  Plaza  at  956  Broadway  Cir- 
cle. Dobson's  has  great  sourdough 
bread  and  mussel  bisque.  Favored  by 
local  politicians. 

Broadway  Place,  926  Broadway  Cir- 
cle. Features  nouvelle  cuisine  served 
in  a  two-story  art  deco  dining  room. 
The  menu  changes  daily. 

Panda  Inn,  506  Horton  Plaza.  If  you 
get  a  craving  for  spicy  Szechuan  or 
Mandarin  Chinese  food  while  shop- 
ping at  Horton  Plaza,  stop  by  this  pop- 
ular restaurant  for  lunch  or  dinner. 

Mister  A's,  2550  Fifth  Ave.  Continen- 
tal cuisine  and  one  of  the  best  ocean 
views  in  town.  Call  in  advance  with 
your  reservation  and  you  will  be  pre- 
sented with  matches  with  your  name 
on  them.  Jackets  are  required.  If 
you're  not  up  to  dinner,  catch  the 
sunset  in  the  lounge. 

Rainwater's,  1202  Kettner  Blvd.  Tra- 
ditional American  chophouse. 

Anthony's  Star  of  the  Sea  Room,  1360 
North  Harbor  Dr.  Right  on  the  bay, 
its  gourmet  seafood  draws  an  older 
crowd.  Always  busy,  so  make  reserva- 
tions early.  Jacket  and  tie  required. 

Fat  City  Cafe  &  Bar,  2137  Pacific 
Highway.  Houses  three  different  res- 
taurants, serving  California 
cuisine  and  Chinese  fare,  all  in 
one  art  deco,  hot-pink,  neon- 
trimmed  building.  Stars  like 
Billie  Holiday  and  Nat  King 
Cole  performed  there  when  it 
was  a  supper  club.  A  fun  place 
for  casual  dining. 

The  Abbey,  2825  Fifth  Ave. 
Serves  light,  continental  dish- 
es in  a  1910  building,  formerly 
a  church,  near  Balboa  Park. 
Lively  piano  bar. 


Old  Town  was  the  birthplace  of 
San  Diego  in  1821.  Today  it  is 
6V2  square  blocks  of  trees, 
shops  and  restaurants.  Several 
of  the  original  old  adobe 
homes  are  open  to  the  public. 
There  are  historical  buildings 
throughout,  such  as  San  Di- 
ego's first  school  and  newspa- 
per office. 

Casa  de  Bandini,  one  block 
south  of  Bazaar  del  Mundo. 
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Built  in  1829,  this  was  the  former 
home  of  Juan  Bandini,  a  wealthy 
Mexican  don.  It  serves  good  Mex- 
ican food  and  great  margaritas. 
The  lovely  outdoor  courtyard  is  a 
perfect  spot  for  a  long  lunch. 

Cafe  Pacifica,  2414  San  Diego 
Ave.  Latticework  and  twinkling 
white  lights  provide  the  perfect 
atmosphere  for  fresh  seafood. 
There  is  a  large  selection  of  fresh 
fish  prepared  a  number  of  innova- 
tive ways. 

La  Jolla 

George's  at  the  Cove,  1250  Pros- 
pect St.  Go  for  the  beautiful  view 
of  the  La  Jolla  Cove.  There  is  an 
outdoor  deck  where  you  can  en- 
joy a  good  bottle  of  wine  from  the 
large  wine  list. 

Top  O'  the  Cove,  1216  Prospect  St. 
This  42-year-old  restaurant  serves  tra- 
ditional continental  fare. 

Gustaf  Anders,  2182  Avenida  de  la 
Playa.  Fine  dining,  with  a  Scandina- 
vian touch. 

Sports  and  other  attractions 

There  are  70  miles  of  beaches  alone 
in  the  area. 

A  pleasant  way  to  enjoy  the  sights 
of  the  city  is  from  the  water.  A  variety 
of  cruises  are  available.  San  Diego  Har- 
bor Excursion:  whale  watching,  din- 
ner, brunch  and  night  jazz  cruises 
(619-234-4111).  Invader  Cruises:  Sail 
the  bay  in  an  old-fashioned  schooner 
(619-298-8066).  Bahia  Belle:  Tour  Mis- 
sion Bay  on  an  original  sternwheeler 
(619-488-0551. 

For  fishing  charters  and  whale 
watching: 

H&M  Landing  (619-222-11 44); 
Fisherman 's  Landing  (61 9-222-039 1 ); 
Islandia  Sportfishing  (619-222-1 164). 

If  windsurfing  or  sailing  interests 
you,  there  are  plenty  of  rentals 
around.  Try: 

CP  Sailing  Sports  (619-276-4010); 
Harbor  Sailboats  (619-291-9568); 
Seaforth  Boat  Rental  (619-223-1681). 

For  something  really  different,  try  a 
hot-air-balloon  ride  at  sunrise  or  sun- 
set: A  Beautiful  Morning  Hot  Air  Balloon 
Co.  (619-481-6225).  Make  reservations 
one  week  in  advance. 

For  golf,  San  Diego  County  is  para- 
dise, boasting  some  65  courses.  A 
well-known  one  is  the  Torrey  Pines 
Municipal  Golf  Course  in  La  Jolla.  It 
overlooks  the  ocean  and  is  the  site  of 
the  Andy  Williams  Open  (619-453- 
0380). 

San  Diego's  theater  and  performing 
arts  scene  is  rapidly  expanding,  with 
eveiything  from  Shakespeare  to 
chamber  music  concerts  to  opera 
available.  For  a  complete  daily  listing 


George's  at  the  Cove,  in  La  Jolla 
California  wines,  of  course. 


of  what  is  going  on,  call  619-234- 
ARTS. 

If  you  have  kids  in  tow,  a  visit  to 
Balboa  Park,  only  five  minutes  north 
of  downtown,  is  a  must.  The  1,100- 
acre  park  houses  a  wonderful  collec- 
tion of  trees,  gardens,  museums,  gal- 
leries, theaters  and,  of  course,  the 
world-famous  San  Diego  Zoo.  A  good 
way  to  enjoy  the  park  is  by  bicycle. 


Call  Cruise  Bicycle  Rental  at  61 
235-8707. 

The  Mexican  border  is  a  scai 
20  miles  from  downtown  Sa 
Diego.  If  you  have  some  ext) 
time,  take  an  afternoon — thaf 
really  all  the  time  you  need 
spend  in  Tijuana. 

The  easiest  and  safest  way  is 
park  your  car  downtown,  at  tl 
Westgate  or  the  Grant,  and  tal 
the  clean,  shiny,  new  red  troll< 
from  right  behind  the  Westgaj 
directly  to  Tijuana.  It  takes  aboi 
35  minutes,  and  the  round-tr 
fare  is  $3.  It  lets  you  off  at  tl 
border,  where  you  can  grab  a  tai 
to  Avenida  Revolucion.  (Ma] 
sure  you  bargain  with  the  driver.  Far 
can  vary  from  $2  to  $6.)  This  is  tl 
center  of  town,  20  blocks  of  shops  an 
restaurants.  Most  of  what  is  sold 
cheap  junk:  leather  goods,  silver  je^ 
elry  and  clothing.  There  are  a  fe 
bargains  to  be  had,  mainly  tequila  an 
Kahlua. 

Better  to  enjoy  your  time  in  the  Si 
Diego  area. 


Flight  delays  are  at  an  alltime  high.  Here  ar\ 
some  ways  to  minimize  problems  when  you  fly 

The  late  show 


By  Barbara  K  alien 


Outrage  will  get  you  nowhere 
when  it  comes  to  coping  with  air 
travel  today,  but  there  is  plenty  of 
outrage  nonetheless  among  frequent 
fliers  these  days,  for  good  reason.  Air- 
line deregulation,  labor  disputes  and 
slowdowns,  mergers,  more  travelers 
lured  by  bargain  rates — all  these  cou- 
pled with  the  new  brigade  of  air  traffic 
controllers  and  aging  runways  and 
equipment  at  some  airports  have 
made  flight  delays  and  cancelations 
commonplace.  Delays  at  22  major 
U.S.  airports  jumped  25%  from  1985 
to  1986,  from  334,000  to  418,000. 
Complaints  filed  with  the  Depart- 
ment of  Transportation  through  April 
are  up  as  much  as  67%  over  last  year. 
The  major  complaints  are  about  can- 
celations, delays  or  other  deviations 
from  schedule. 

Some  of  the  tales  behind  those  sta- 
tistics are  Kafkaesque.  Take  the  re- 
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HOW  TO 
LIVE  AND  DIVE 
IN  THE 
CAYMAN  ISLANDS 


Ji  ention  the  Cayman  Islands  and  people  think, 
f  1  "Switzerland  of  the  Caribbean-stable  economy, 
income  taxes,  high  standard  of  living. 
Sure,  there  are  some  unique  benefits  to  real  estate 
estment  here. 
But  when  it  comes  to  buying  a  vacation  home  here, 
first  of  powdery  white  beaches,  warm  clear  seas  and 
best  diving  and  water  sports,  some  say,  anywhere, 
nk  of  rolling  fairways  and 
icured  greens.  Tennis  till  you 
p.  Or  just  relaxing  by  the  pool. 
Think  of  The  Village  of 
tannia-a  resort  community  that 
raise  your  expectations  of  what 
sort  community  should  be. 
At  Britannia,  you  have  easy 
ess  to  the  best  diving  and  water 
rts  the  islands  have  to  offer. 
We  can  arrange  your  dive  trips 
ard  spacious  boats  designed  to  take  the  ordeal  out 
iving. 

The  front  door  of  your  Britannia  villa  is  only  a  short 
11  from  Grand  Cayman's  famed  Seven  Mile  Beach.  At  our 
:h  club  there,  you'll  recharge  batteries,  occasionally  rous- 
yourself  for  a  few  quick  strokes  in  the  warm  Caribbean. 
You  can  only  dive  and  swim  so  many  hours  of  the  day. 
n  what? 

Golf,  for  one  thing.  Here  at  Britannia,  you'll  find  a  golf 
rse  unique  to  the  island  and,  for  that  matter,  the  world. 
Jtarts  with  nine  of  the  most  challenging  championship 
les  Jack  Nicklaus  has  ever  designed.  You  can  also  play  it 
fin  18-hole  Executive  course,  or  for  a  real  change  of 
be,  try  your  hand  at  "Cayman  Golf. "  A  special  light- 
'ight  ball  that  travels  half  as  far  as  an  ordinary  ball,  the 


Cayman  Ball  gives  you  all  the  fun  of  18  holes. 

Nor  have  we  forgotten  tennis.  Well-lighted,  hard- 
surface  courts  are  available  right  here  at  Britannia. 

Even  if  they  didn't  come  with  a  Caribbean  island,  the 
villas  at  Britannia  would  be  stunning  by  any  standards. 
Designer  touches  are  everywhere,  including  Roman  tubs 
and  marble  accents.  Outside,  attractive  British  Colonial- 
style  architecture  is  complemented  with  outside  terraces 
and  wraparound  balconies  from 
which  to  survey  your  island 
domain. 

A  new  and  spectacular  addi- 
tion to  our  Village  is  the  recently 
opened  Hyatt  Regency-Grand 
Cayman  at  Britannia.  Its  guest 
facilities  include  a  choice  of  fine 
restaurants  catering  to  the 
discriminating  diner.  Naturally, 
property  owners  have  full  privi- 
leges and  access  throughout. 

The  Hyatt  people  here  offer  one  of  the  best  rental 
management  programs  available.  Through  their  worldwide 
reservations  network,  your  Britannia  property  can  earn 
a  healthy  income  while  you're  away. 

If  you're  considering  a  vacation  home  anywhere  else, 
raise  your  expectations.  You  could  own  a  home  at  The  Village 
of  Britannia  instead.  Let  us  send  you,  without  obligation, 
more  information,  including  our  detailed,  colorful  brochure 
that  tells  how.  Please  write  Information  House  Britannia, 
West  Bay  Road,  Grand  Cayman  Island,  British  West  Indies. 
Or  call  Katherine  G£i£*S3 
Ebanks,  toll-free,  at 
1-800-527-7882 
or  (809)  949-7440. 


BRITANNIA 


GRAND     CAYMAN,  BWI 

This  advertisement  is  not  an  offering  to  New  York,  New  Jersey  or  Illinois  residents.  Offer  void  in  states  where  prohibited  by  law. 


cent  saga  of  Delbert  Tolen,  a  petro- 
leum refinery  engineer  who  flies  an 
average  of  2,500  miles  per  week  out  of 
Denver.  On  Dec.  8,  1986,  Tolen 
boarded  a  Continental  Airlines  flight 
direct  from  Denver  to  Mexico  City. 
The  flight  departed  an  hour  late  and, 
upon  landing  in  Houston,  had  to  be 
evacuated  for  an  equipment  change. 
Tolen,  lugging  his  briefcase  and  suit- 
case, sprinted  from  gate  5  to  gate  37, 
at  the  other  end  of  the  terminal,  to 
catch  another  Mexico  City-bound 
Continental  flight.  "I  ran  because  the 
board  showed  the  flight  to  be  on  time. 
It  turned  out  to  be  75  minutes  late," 
says  Tolen. 

Returning  from  Mexico  City  on 
Dec.  10,  Tolen's  Continental  flight 
was  90  minutes  late.  "My  con- 
necting flight  to  Denver  was,  for- 
tunately, 60  minutes  late,  so  I 
made  it,"  says  Tolen.  After  land- 
ing in  Denver  at  9:10  p.m.,  To- 
len's plane  stopped  on  the  tar- 
mac, and  the  captain  announced 
there  would  be  a  "3-  or  4-minute 
delay"  for  a  gate.  Ten  minutes 
went  by  and  Tolen  offered  to  exit 
by  the  side  door.  "The  flight  at- 
tendants offered  to  have  me 
arrested,"  says  Tolen.  After  20 
minutes,  the  plane  finally  docked 
at  the  gate.  "At  that  time  I  count- 
ed seven  empty  gates,"  he  says. 

The  airline  racking  up  the  most 
complaints  at  the  moment  is 
Continental,  not  surprisingly. 
Having  absorbed  People  Express, 
Frontier  and  New  York  Air  on 
Feb.  1,  Continental  is  grappling 
with  all  sorts  of  problems,  which 
prompted  767  complaints  in 
April  alone — 25  complaints  per 
100,000  passengers.  There  were 
121  complaints  about  flight  de- 
lays or  cancelations,  154  about 
lost,  damaged  or  delayed  baggage, 
66  about  oversales,  103  about 
rude  or  unhelpful  employees  and 
121  about  a  variety  of  other  problems. 
Next  among  the  major  carriers  comes 
Eastern  with  6.98  complaints  per 
100,000  passengers,  or  a  total  of  261, 
followed  by  TWA  with  6.82,  or  a  total 
of  114,  and  Pan  American  World  Air- 
ways with  6.81,  or  a  total  of  67  com- 
plaints. Remember,  these  figures  are 
just  for  the  month  of  April. 

Outrage  aside,  there  are  steps  you 
can  take  to  minimize  your  flying 
problems: 

•  Whenever  possible,  avoid  obvious 
peak  departure  and  arrival  times  at 
"hub"  airports  like  Atlanta  Harts- 
field,  Chicago  O'Hare,  Boston  Logan 
and  Dallas-Fort  Worth.  At  O'Hare,  for 
example,  33  flights  are  scheduled  to 
arrive  at  9:15  a.m.  on  weekdays.  But 


there  are  only  seven  runways.  At  At- 
lanta, which  can  handle  37  flight  op- 
erations in  each  15-minute  period, 
airlines  were  scheduling  between  41 
and  73  operations  in  various  peak  15- 
minute  periods.  The  major  carriers  re- 
cently agreed  to  make  about  1,000 
scheduling  changes  at  five  major  air- 
ports this  summer.  That  should  help. 

Meanwhile,  there  is  a  computer 
program  that  can  help  you  identify 
and  avoid  the  busiest  periods.  The 
Peak  Delay  Guide,  a  software  program 
devised  by  St.  Louis  air  traffic  control- 
ler Wayne  Dimmic,  calculates  the 
probability  of  delay  and  estimated  de- 
lay time  in  minutes,  by  airport,  sched- 
uled departure  and  landing  time  and 
weather  conditions.  In  March,  for  ex- 


The  worst  time  to  depart 

Good  weather 

Bad  weather 

Atlanta  Hartsfield  Intl 

12:20pm 

9:10pm 

Boston  Logan  Intl 

7:05am 

7:05am 

Chicago  O'Hare  Intl 

6:45 

-7pm 

9:10pm 

Denver  Stapleton  Intl 

9:10am 

7:05pm 

Newark  Intl 

9:35am 

8:00pm 

New  York  LaGuardia 

8:30am 

8:30am 

New  York  Kennedy  Intl 

7:05pm 

7:35pm 

The  worst  time  to  arrive 

Good  weather 

Bad  weather 

Atlanta  Hartsfield  Intl 

6 

45pm 

8:20pm 

Boston  Logan  Intl 

4 

40pm 

4:45pm 

Chicago  O'Hare  Intl 

9 

15am 

8:20pm 

Denver  Stapleton  Intl  8 

25am 

8:30pm 

Newark  Intl 

9 

00pm 

10:40pm 

New  York  LaGuardia 

5 

30pm 

5:30pm 

New  York  Kennedy  Intl 

4 

00pm 

6:15pm 

Source:  Peak  Delay  Guide 

ample,  United  Flight  1,  scheduled  to 
depart  from  Newark  at  7:30  a.m.,  ar- 
riving at  O'Hare  at  8:52  a.m.,  had  an 
average  delay  of  31.8  minutes  in  good 
weather  and  1  hour,  6  minutes  in  poor 
weather,  according  to  Dimmic.  But 
United  Flight  951,  scheduled  to  de- 
part at  7:50  a.m.  from  White  Plains, 
another  New  York-area  airport,  and 
arrive  in  Chicago  at  9:11  a.m.,  had  an 
average  delay  of  just  2.2  minutes  in 
good  or  poor  weather.  In  other  words, 
the  later  flight  tended  to  arrive  soon- 
er. The  delay  probability  is  especially 
important  if  you  are  planning  to  make 
connections.  Travel  departments  at 
Wetterau  Inc.,  Emerson  Electric  Co. 
and  McDonnell  Douglas  Corp.  are  us- 
ing the  Peak  Delay  Guide  to  help  their 


employees  plan  business  trips.  t 
Peak  Delay  Guide,  delivered  on  i 
fourth  week  of  every  month  by  Fed 
al  Express,  costs  $3,240  per  year.  Cd 
tact  Peak  Delay  Guide,  P.O.  Box  4- 
Chesterfield,  Mo.  63017. 

•  Make  a  habit  of  calling  the  airp< 
before  you  leave  to  find  out  if  yc 
flight  is  delayed  or  canceled.  Che 
on  any  connecting  flights,  too.  ij 
note:  Even  when  they  are  aware 
some  delays,  airline  personnel  do  i 
always  inform  passengers  until 
flight  is  actually  slated  to  depart.  Tl 
prevents  travelers  from  scooting 
other  carriers. 

•  Remember  to  give  yourself 
least  an  hour  on  the  ground  to  mak 
connecting  flight.  In  the  old  days, 

minutes  was  considered  suj 
cient  time. 

•  Carry  a  copy  of  the  Poc 
Flight  Guide,  published  by  Dun 
Bradstreet,  a  paperback  listing 
scheduled  flights,  so  you  ( 
make  alternate  arrangements 
necessary.  Daniel  T.  Smith  of  t 
International  Airline  Passeng 
Association  says  that  Delta  i 
Lines,  Piedmont  Aviation 
American  Airlines  are  especia 
good  about  helping  passengers 
range  alternate  flights  in  t 
event  of  delays.  Still,  says  Smi 
"Often  passengers  don't  find  c 
about  delays  until  just  before  i 
parture  time  or  until  they're 
ready  on  the  plane  and  the  dot 
are  shut." 

•  Don't  drive  to  the  airpc 
Without  your  car  there,  you  c 
return  to  a  different  airport  se 
ing  your  home  town. 

•  Make  use  of  the  various  s 
clubs,  such  as  American  Airlin 
Admiral's  Club,  TWA's  Amb 
sador  Club,  Eastern's  Ionospb 
Club  and  United's  Red  Carj 
Club.  Xll  have  ticket  agents 
the  premises.  While  the  age 

doesn't  get  delay  information  a 
sooner  than  the  TV  monitor  at  t 
airport,  he  or  she  does  have  a  compi 
er  terminal  and  can  book  you  on  alt 
nate  flights. 

•  Travel  light,  if  possible.  Not  h; 
ing  to  check  luggage  not  only  sa\ 
time  getting  on  your  plane  but  a 
makes  for  easier  last-minute  switct 
and  a  quicker  exit  once  you  rea 
your  destination.  And  the  carr 
can't  lose  what  you  don't  check. 

•  Don't  leave  home  without  a  te 
phone  credit  card  (to  appraise  othi 
of  any  delay).  More  carriers  now  ha 
telephones  on  their  aircraft.  Also, 
ways  take  along  some  paperwork  o 
paperback  or,  even  better,  that  copy 
Forbes  you  haven't  finished  yet. 
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HOW  GM  IS  TAKING  THE  LEAD 

IN  QUALITY 

NOT  JUST  WORLD  CLASS-A  NEW,  SCIENTIFIC  STANDARD  OF  EXCELLENCE. 


coon 


People  were  calling  the 
leartland  of  American  industry 
The  Rust  Belt."  It  was  1980. 
r  We  said  there  would  be  an  Ameri- 
can industrial  renaissance.  And 
toma|ve  meant  it. 

GM  laid  out  a 
bur-part  strategy 
\nd  went  to  work. 


the 


tlsti 


tomer.  It  is  the  most  rigorous 
test  in  the  industry. 

Across  our  entire  1987  pro- 
duction, from  the  Allante  to  the 
lowest  priced  car  we  sell,  96% 


At  the  heart 
,  )f  the  strategy  is 
he  automobile, 
ind  at  the  heart  of 
l'a»  he  automobile  is 
lie  drivetrain.  We 
vere  determined 
senJ  o  set  a  new  stan- 
ts  hi  ^lard  of  excellence 
>avs Sn  vith  the  automobile  in 
operation. 

And  we  decided  to  do  it  the 
lard  way.  Instead  of  using  engi- 
leering  specifications  or  a  sur- 
^  ""J  rey  method  that  fit  well  with 
)ur  strengths  and  minimized  our 
weaknesses,  we  asked  you,  our 
customer,  what  you  want  and 


Make  Your  Own  Comparison 

We  invite  you  to  visit  any  GM  dealer  to  test  drive 
any  new  GM  car.  Compare  its  driveability  to  your  demand- 
ing standards.  Then  compare  it  to  any  of  the  cars  built 
by  our  competitors. 

For  example:  Take  any  expensive  Japanese  car, 
with  air  conditioning,  automatic  transmission,  and  so 
on,  and  compare  it  to  a  medium-priced  GM  car.  You're 
the  customer,  you  decide  which  car  has  the  best  drive- 
ability.  See  for  yourself  how  GM's  vision  is  paying  off. 


re,  you 
irport 


WIN) 


in  An:  need  in  an  automobile  in  oper- 


^Arijition,  what  we  call  driveability. 

Then  we  took  the  desires 
:>:Jpf  the  most  demanding  drivers, 
theijfhe  90th  percentile,  and  called 
| hat  standard  our  minimum.  We 
■aid  that  every  GM  car,  not  just 
""  jhose  that  cost  $25,000  or  more, 
""l.vould  have  to  meet  the  90th 
e  Noilf)ercentile  standard. 

World  class,  which  had 
i  >een  sufficient  during  the 
iarly  stages  of  our  strategy, 
vas  not  a  tough  enough  stan- 
lard  anymore.  The  GM  Uni- 
orm  Test  Standard  is  a  dynamic 

raise  o.  f  r         11  •  • 

neasure  01  excellence  in  engi- 
■  a  leering  and  manufacturing  on  a 

v    cale  determined  by  the  cus- 

thatflj 

ed  yet- 


of  all  GM  vehicles  tested  meet 
the  driveability  expectation  of 
the  most  demanding  customers 
—the  90th  percentile. 

Here  are  some  of  the  tests: 
After  sitting  out  all  night  in  low 
temperatures,  the  cars  are 
checked  for  ease  of  starting  and 
ability  to  back  out  of  the  garage 
and  accelerate  when  cold.  Then 
we  check  for  idling  at  stop  lights 
and  smooth  acceleration  to  15,  25, 
35,  45  and  55  mph  maneuvers. 

Every  car  is  checked  for  per- 
formance in  hard  braking  to  a 
stop  and  then  accelerating  into 
traffic.  And  at  the  same  time, 
the  transmissions  are  evaluated 
for  shift  smoothness,  noise,  and 
overall  operation. 

When  that's  all  done,  we  do 
it  all  over  again  under  hot  oper- 
ating conditions. 

The  result:  so  far  in  1987, 
96%  of  all  GM  cars  tested 
meet  or  exceed  the  demand- 
ing driver's  standard. 

On  other  aspects  of  quality 
—the  fit  and  finish  of  the  parts 
other  than  the  engine  and  trans- 


mission—GM  is  also  making 
enormous  strides  toward  setting 
new  standards  of  excellence. 

And  our  goal  is  to  keep  rais- 
ing the  standard  until  GM  cars 
stand  above  their 
competition  in  every 
category  and  every 
price  range. 

We've  made  this 
leap  in  quality  here 
in  America.  In  Fort 
Wayne,  Ind.,  and  Lin- 
den, N.J.  In  Michigan 
and  Georgia  and 
California.  We  are 
doing  it  here.  With 
the  best  people  and 
the  best  technology  in  the  world. 

We  had  a  vision.  We  believed 
an  American  industrial  renais- 
sance was  possible.  And  it  is! 

We  are  demonstrating  to 
our  fellow  Americans  in  industry 
that  timidity  is  not  the  answer. 
Retrenchment  is  no  solution.  At 
GM,  we  say,  "Go  for  it!"  And  we 
have. 

The  vision  is  paying  off. 

This  advertisement  is  part  of 
our  continuing  effort  to  give 
customers  useful  information 
about  their  cars  and  trucks  and 
the  company  that  builds  them. 


Chevrolet  •  Pontiac 
Oldsmobile  •  Buick 
Cadillac  •  GMC  Truck 


Careers 


Karen  Horn  didnt  get  to  be  the  highest- 
ranking  ivoman  in  U.S.  banking  by  staying 
in  one  place,  hoping  she'd  get  noticed. 

Peripatetic 
banker 


By  Dyan  Machan 


By  the  time  Karen  Horn,  43,  was 
asked  early  this  year  to  become 
chairman  and  chief  executive 
officer  of  Bank  One,  Cleveland,  an 
affiliate  of  Banc  One  Corp.  in  Colum- 
bus, Ohio,  she  was  no  stranger  to  job- 
hopping.  She  had  relocated  four 
times,  jumped  in  and  out  of  the  public 
sector  twice  and  never  hesitated  to 


take  a  headhunter's  call. 

Now  presiding  over  a  bank  with 
$1.4  billion  in  assets  and  50  branch 
locations,  Horn  recalls  that  starting 
out,  she  had  plenty  of  ambition  but, 
contrary  to  what  career  guides  sug- 
gest, no  clear  plan.  Just  the  common 
sense  to  keep  her  options  open,  the 
quickness  to  seize  opportunity  wher- 
ever it  emerged  and  the  guts  to  pick 
up  and  move  when  necessary. 


Ki  Ho  Park/Epstein,  Gulzwiller  &  Partners 


u  Cleveland  Cfxiirman  Karen  Horn 

ee  the  top  of  an  organization,  and  I  liked  what  I  saw.' 


Both  her  parents  were  Californi 
based  teachers,  and  teaching  seemed 
logical  career  choice  for  a  while.  SI 
studied  math — her  favorite  subject 
at  Pomona  College,  married  Jol 
Horn  the  day  before  graduation  ar 
soon  left  for  Baltimore,  where  she  r 
ceived  her  Ph.D.  in  economics  fro 
Johns  Hopkins  University.  Her  hu 
band,  who  was  also  enrolled  in 
Ph.D.  program,  did  not  finish  but  i: 
stead  went  to  work  for  IBM  as  a  sy 
tems  analyst.  By  the  time  she  gradua 
ed,  Horn  had  given  up  the  notion 
academia.  She  thought  she'd  seek  re 
ulatory  or  think-tank  work.  Of  h 
offers,  working  at  the  Federal  Resen 
in  Washington  had  the  most  appe 
But  would  her  husband  move  for  he 
A  transfer  at  IBM  could  be  arrange 
and  so  he  agreed — a  favor  Kare 
would  one  day  get  to  repay. 

Horn  was  soon  on  the  job,  evalua 
ing  banks'  acquisition  plans  and  ma 
ing  recommendations  to  the  Fed 
board  of  governors.  Within  two  yea 
she  was  twice  promoted  and  had  foi 
people  working  for  her. 

But  now  it  was  her  turn  to  reloca 
for  her  mate.  John  wanted  an  M.B.j 
from  Harvard.  Though  disappoints 
at  leaving  a  great  job,  Horn  set  h 
sights  on  Boston  and  began  networ 
ing.  It  quickly  paid  off.  A  colleagu 
knew  James  Howell,  the  chief  econ 
mist  for  Bank  of  Boston,  and  throuj 
the  introduction  Hoi 
was  able  to  join  his  sta; 
As  a  general  economis 
she  set  about  trying 
predict  interest  rate 
monetary  policy  and  oth 
moves  in  the  econom 
But  Horn  was  also  awa 
ened  to  what  she  ult 
mately  wanted  to  do] 
manage  an  organization 
As  one  of  four  econ 
mists  there,  she  would  a 
tend  meetings  with 
nior-level  executives  an 
get  a  firsthand  view 
how  business  decisioi 
are  really  made.  "I  cou 
see  the  top  of  an  organiz 
tion,"  says  Horn,  "and 
liked  what  I  saw." 

Though  being  an  econ 
mist  had  its  charms, 
was  also  a  cul  de  sac  i< 
Horn.  Befriending  some 
the  executives  attendii 
her  meetings,  she  was  £ 
ways  probing  for  more  i 
formation   on   how  u 
bank  really  operated.  ' 
was  an  exciting  period 
growth.  My  life  was  ric 
with   people   who  we 
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AT&T  bring?  you 

a  program 

that  continues  to 
make  history 


The  MacNcil/Lehrcr 


hour 


view 


she  was 
or  more 


lour  years  ago, 
The  MacNeil/Lehrer  NewsHour 
made  history  as  the  first  hour- 
long  evening  news  program 
x    on  national  television. 
^         It  continues  making 
I    history  every  week- 
t|:  J^  night  on  PBS  as  an  ever- 
increasing  audience 
>boks  to  the  program  as  "The  Nation's  Hour  of  Evening  News." 

Consult  your  local  listings  and  join  the  millions  of  dedicated  viewers  who 
|ount  on  Robert  MacNeil  and  Jim  Lehrer  to  give  them  the  news  of  the  day  in  depth. 

We  at  AT&T  began  supporting  the  award -winning  MacNeil/Lehrer  approach 
lb  the  news  in  1980.  We're  still  doing  it  today. 

We  believe  it's  one  more  reflection  of  our  commitment  to  excellence.  In  the 
uality  of  life.  In  the  quality  of  our  products  and  services. 

If  it's  outstanding  performance  you  want,  AT&T  will  see  that 
ou  get  it. 


:'e  was  n 
who  I 


9tT.  AT&T 


AT&T 

The  right  choice. 


Starting  out,  she  had 
plenty  of  ambition  but, 
contrary  to  what  career 
guides  suggest,  na  clear 
plan.  Just  the  common 
sense  to  keep  her  options 
open,  the  quickness  to 
seize  opportunity  and  the 
guts  to  pick  up  and  move 
whenever  necessary. 


willing  to  be  mentors."  Her  mentors 
explained  what  went  on  behind  the 
scenes.  But  she  was  still  only  a  spe- 
cialist, lacking  any  staff  responsibil- 
ity. So  she  went  to  Howell,  the  depart- 
ment head,  to  ask  if  she  might  be  able 
to  give  him  a  hand  with  administra- 
tion. He  was  delighted  to  unload  such 
chores,  and  soon  Horn  was  doing  the 
budget,  helping  with  career  planning 
and  hiring,  coordinating  renovation 
and  a  host  of  other  duties. 

In  her  first  few  months  as  a  manag- 
er, Horn  was  also  keeping  an  ear  to 
the  ground,  chatting  with  executive 
recruiters  when  they  called  and  going 
out  on  interviews  every  six  months  or 
so.  "It  wasn't  so  much  that  I  wanted 
to  leave  the  bank — I  really  enjoyed 
working  there — but  it  was  part  of  my 
education  to  know  what  possibilities 
were  out  there."  But  one  day  Anne 
Hyde,  an  executive  with  Management 
Woman  (since  acquired  by  Boyden  In- 
ternational, Inc.),  offered  her  a  golden 
opportunity — to  become  the  treasurer 
of  Bell  Telephone  Co.  of  Pennsylvania 
in  Philadelphia.  What  about  Mr. 
Horn?  As  a  software  consultant,  his 
office  was  under  his  hat,  so  once  again 
he  agreed  to  pack  his  bags  on  her 
account. 

Then  34,  Horn  figured  she  would 
probably  spend  the  rest  of  her  career 
in  the  Bell  System  and  so  decided  to 
set  down  roots.  After  three  years  a 
baby  was  on  the  way,  and  a  major 
addition  was  started  on  their  house. 
But  only  a  few  months  later  in  that 
year  of  1982  another  headhunter, 
Richard  McAllister  of  William  H. 
Clark  Associates,  called.  The  moving 
truck  was  soon  at  the  Horns'  door 
again.  The  timing  couldn't  have  been 
worse,  but  the  job  was  irresistible. 
Five  months  pregnant,  Horn  was  in- 
terviewed by  the  board  of  directors  of 
the  Federal  Reserve  Bank  of  Cleve- 
land and  was  offered  the  chance  to  be 
the  first  female  president  of  any  Fed- 
eral Reserve  regional  bank. 

But  that  was  no  big  deal  to  Horn, 
hardly  a  crusader  for  feminist  causes. 
"My  whole  career  I  have  never  really 
focused  on  the  fact  that  I  am  a  wom- 
an. Clearly  the  media  is  interested  in 
these  facts,  but  it  isn't  my  particular 
issue,"  says  Horn.  She  threw  herself 
into  the  job  and,  in  the  process, 
wound  up  joining  an  astonishing 
number  of  outside  organizations — in- 
cluding the  Young  Presidents  Organi- 
zation, Case  Western  Reserve  Univer- 
sity's board  of  trustees,  the  Greater 
Cleveland  Growth  Association  board 
of  directors,  the  Council  on  Foreign 
Relations.  In  all,  she  belonged  to  33 
associations  and  organizations,  al- 
though she  has  pared  her  commit- 


ments since  then. 

What  about  time  for  her  famii 
When  the  baby  arrived  in  1982  H« 
managed  to  steal  all  of  five  days  off 
wouldn't  recommend  it.  But  I  had 
choice.  It  was  a  new  job  and  th 
were  pressing  things  to  do,"  she  sa 

Her  biggest  professional  challei 
came  in  1985,  when  the  failure 
Home  State  Savings  Bank  trigge 
the  panicked  closings  of  dozens  of  j 
vately  insured  thrifts  in  Ohio.  Ht 
quickly  dispatched  regulators  acr 
the  state  to  identify  the  troubled  a 
ings  and  loans.  And  realizing  that 
state's  insurance  pool  wouldn't  e^ 
cover  Home  State's  losses,  she  | 
together  a  plan  to  monitor  depoj 
and  withdrawals  and  prevent  a  fur 
crisis. 

A  year  and  a  half  later,  she  \ 
getting  antsy  about  rejoining  the  bi 
ness  world.  But  no  moving  van  t 
time.  She  was  reluctant  to  uproot 
family  from  the  city  she  had  come 
love.  "Cleveland  is  as  nice  as 
place  on  earth,"  she  says.  Besii 
which  her  husband,  after  a  st 
teaching  business  at  Cleveland  St 
University,  was  running  a  profita 
children's  clothing  store  in  a  Cle 
land  suburb — a  business  he  co- 
hardly  fit  under  his  hat. 

Then,  early  this  year,  John  McC 
chairman  of  the  Banc  One  hold 
company,  which  operates  some 
banks  in  four  states,  asked  Horn 
lunch.  The  Cleveland  affiliate's  ch; 
man  was  retiring,  and  McCoy  offe 
her  his  job — at  substantially  m 
money  than  the  $135,800  she  \ 
making  at  the  Federal  Reserve.  (Ht 
won't  say  how  much  more,  but  a  B 
One  chairman  at  another  affilk 
Bank  One,  Dayton,  earned  $241,1 
in  1986.) 

The  money  was  only  part  of 
reason  she  joined  Bank  One.  She  a 
was  intrigued  by  the  autonomy 
promised.   "They  centralize  thii 
that  should  be  centralized,  like 
data  processing  function,  but  tl 
leave  everything  else  to  us,  like 
people  decisions,"  she  explains. 

While  Horn  says  she  is  very  haf 
at  Bank  One,  she  hints  she's  not  m 
ried  to  any  particular  industry.  A 
her  name  often  comes  up  in  artic 
about  which  people  will  lead 
Forbes  500  companies  in  the  futt 
But  with  just  a  few  weeks  under  1 
belt  at  the  bank,  she  dampens  si 
speculation.  "You  shouldn't  belie 
your  own  press  clips,"  she  says.  "'. 
sides,  I  can  only  plan  five  years  ahe 
and  for  the  next  five  years  this  is  i 
job."  But  she  has  said  that  before,  t 
And  this  is  not  a  woman  who  sla 
the  door  on  opportunity.  ■ 
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NOW  THERE'S  A  BUSINESS 

HOTEL  WITH  ITS  OWN 
ITNESS  CENTER.GOLF  COURSE 
AND  AIRLINE  TERMINAL 


One  of  our  big  advantages  is  that  we're  not 
inly  close  to  the  terminals  at  DFW,  we're  actually 
attached  to  one  of  them. 

So  you  can  walk  right  to  your  room.  Besides 
>eing  able  to  have  your  luggage  delivered.  Watch 
Mine  schedules  on  your  in-room  T.V  Or  get  your 
toarding  pass  and  luggage  checked  in  at  the 
\merican  and  Delta  desks  in  our  lobby 

There's  also  every  service  you'd  expect  from 
prime  business  hotel.  Including  meeting  facilities 
Dr  up  to  2,000,  and  a  Regency  Club  floor  with  a 
lozen  executive  conference  rooms. 

All  of  which  makes  us  convenient.  But  what 


makes  us  unique  is  that  we  also  offer  an  AirVita 
fitness  center  complete  with  sunrooms,  steam/ 
sauna,  a  pool,  full  circuit  weight  training  and 
cardiovascular  conditioning  equipment. 

We  can  get  you  on  our  36-hole  golf  course, 
consistently  named  by  Golf  Digest  as  one  of  the 
top  public  courses  in  America.  Offer  you  seven 
tennis  courts.  Or  any  of  ten  racquetball  courts. 

Other  hotels  have  always  bragged  about 
being  near  the  airport.  But,  from  now  on,  you'll 
know  no  one  else  comes  close  with  as  much. 

For  reservations,  call  214  453  8400  or 
800  228  9000. 


HYATT 

INSIDE  DALLAS/FORT  WORTH  AIRPORT 

Thinking  of  you" 
HYATT©HOTELS  &  RESORTS 
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Kdited  by  Lisa  Gubernick 


The  Hollywood  Way 

The  film  Wall  Street,  the  soon-to-be- 
released  offering  directed  by  Pla- 
toon's Oliver  Stone,  is  described  in 
promotional  literature  as  "a  tale  of 
greed,  avarice  and  ambition."  Anyone 
interested  in  seeing  just  how  strong  a 
grip  those  qualities  have  on  the  mon- 
eymen  behind  the  movie  can  skip  the 
film  and  go  straight  to  a  prospectus 
now  making  the  rounds. 

In  a  Pirandelloesque  echo  of  life  im- 
itating art,  the  producers  of  Wall  Street 
plan,  of  all  things,  to  take  public  the 
company  that's  producing  it.  The 
plot's  a  familiar  one:  The  producer 
makes  a  bundle  while  those  investors 
who  put  up  the  money  will  be  lucky 
to  get  a  ticket  to  a  screening. 

The  powerhouse  be- 
hind both  the  prospec- 
tus and  Wall  Street  is 
New  York-born  Ed- 
ward Pressman,  44,  a 
Stanford  University 
graduate  and  son  of  a 
prosperous  toy  mer- 
chant. Back  in  the  Six- 
ties Pressman  began 
his  career  as  president 
of  Pressman  Toys,  the 
family-owned  compa- 
ny that  brought  Chi- 
nese Checkers  to  the 
U.S.  in  the  early  1930s. 
In  1968,  after  three 
years  of  working  in  the 
family  business,  Press- 
man, whose  previous 
film  credentials  in- 
volved once  having 
made  a  short  movie  in 
college,  got  a  three-pic- 
ture development  deal 
from  United  Artists. 
He  signed  out  of  the 
toy  business  for  good. 

Since  then  Pressman 
has  gone  West.  There 
he  maintains  a  Span- 
ish-style home  high  in 
the  Hollywood  Hills 
with  his  wife,  Annie 
McEnroe,  who  ap- 
peared in  The  Hand, 
Pressman's  first  film 
collaboration  with  Oli- 
ver Stone  as  director. 
Pressman's  22-film 


oeuvre  also  includes  a  string  of  mostly 
brainy  but  grainy  productions  such  as 
Badlands,  a  tale  of  a  youthful  mass 
murderer  on  a  rampage  with  his  girl- 
friend, starring  Martin  Sheen  and  Sis- 
sy Spacek. 

With  Wall  Street  already  in  produc- 
tion, Pressman  now  finds  himself  in 
search  of  cash  to  go  forward  with  oth- 
er such  ideas — and  that's  where  the 
public  offering  comes  in.  Pressman's 
attorney  introduced  him  to  two  New 
York  venture  capitalists,  Gary  Takata 
and  Ronald  Urvater,  and  underwriter 
Evans  &  Co.,  run  by  veteran  financier 
Thomas  Mellon  Evans. 

Their  solution:  Split  Pressman's 
Burbank-based  operation.  One  part, 


Hollywood  Way's  Edirard  Pressman 

Taking  Wall  Street  public. 

Edward  Pressman  Film  Corp.,  sta 
wholly  owned  by  Pressman.  The  ot 
er  part,  called  Hollywood  Way,  is 
go  public  through  a  $6  million  sto< 
offering.  Hollywood  Way's  busines 
To  acquire  books  or  ideas,  to  commj 
sion  screenplays  from  authors  and 
attract  big-name  directors  or  stars 
sweeten     a    particular  deal. 
Hollywoodspeak     that's  "develo 
ment"  work,  and  the  costs  are  usual 
covered  by  the  producer  himself. 

How  much  can  a  shareholder  mal 
if  Hollywood  Way  strikes  it  rich? 
the  case  of  Wall  Street,  shareholders  g 
10%  of  any  net  profits  after  all  ej 
penses  on  the  film  are  paid  for.  W<j 
Street  may  or  may  not  turn  out  to  be 
blockbuster,  but  unless  the  fil| 
makes  it  really  big,  it  won't  yiej 
much  net.  Why?  By  a  long  and  venei) 
ble  Hollywood  tradition,  movies  ; 
most  never  show  profits.  That's  q 
cause  the  studios  that  buy  the  props 
ties  typically  assign  the  bulk  of  the 
huge  operating  overhead  from  flic] 
that  flop  to  the  few  movies  that  c 
make  it  big. 
What  of  the  other  20  properties 
which  Hollywood  W; 
will  have  an  interest 
sweeten  the  offerinj 
On  close  examinatio 
they  don't  look  , 
promising,  either.  F| 
example,  shareholde 
get  2.5%  of  the  fin 
$10  million  (of  na 
natch)  from  rock  st 
David  Byrne's  True  St\ 
ties.  But  since  its  » 
lease  last  fall,  the  moi 
ie  has  yet  to  earn  a  pe: 
ny  of  profit. 

Investors  are  alj 
supposed  to  get  50% 
the  producer's  fee 
which  run  betwee 
$100,000  and  $750,0(1 
on  most  fijms.  Unfa 
tunately,  that  typical! 
applies  only  if  the  pn 
ducer  is  Pressman  hin 
self  and  not  some  thi] 
party  brought  in  on  tt 
deal  by  Hollywoo 
Way. 

In  the  case  of  Wi 
Street,  Pressman  stanc 
to  collect  aboi 
$400,000  in  producer 
fees.  Does  that  mes 
shareholders  will  get  i 
split  half  that  amoun 
Nope.  Pressman  wi 
have  collected  ov< 
half  his  fees  on  tr 
movie  before  Holl 
wood  Way  goes  publi 
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Lightweight  metals  technology 
for  heavy  duty  applications 


When  the  western  world's  largest,  most  powerful  helicopter  takes  into 
the  air,  its  entire  weight  is  supported  by  a  high  integrity  casting 
made  of  lightweight  magnesium. 

The  helicopter  is  the  Sikorsky  Super  Stallion,  used  extensively  by  the  Navy  and 
Marine  Corps.  The  unique  casting  is  the  craft's  650  pound  main  rotor  transmission 
housing.  It  is  produced  by  Fansteel's  Wellman  Dynamics  Corporation. 

This  housing  is  one  of  the  largest  magnesium  castings  manufactured  in  production 
quantities.  The  housing's  intricate  design  includes  21  feet  of  interior  oil  passages. 

Wellman  Dynamics  has  the  capabilities  to  produce  aluminum  and  magnesium 
castings  of  almost  any  size  and  specification.  The  company  was  recently 
acquired  by  Fansteel  to  expand  the  company's  materials  base  and 
involvement  with  the  aerospace  industry.  It  represents  still  another 
reason  why  it  will  pay  you  to  know  more  about  us. 


n  integrated  producer  of  refractory  metals  and  fabricated  products  for  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


Member  FDIC 

(6)  1987  Chemical  flank 


Is  it  time 
to  teach  an  old  law 
new  tricks? 


Just  because  a  law  is  old  doesn't  mean  it's  necessarily  good  or  bad. 

But  when  over  the  years  an  industry  changes  dramatically,  it 
seems  reasonable  that  the  laws  governing  it  should  also  change.  For 
example,  America's  financial  services  are  governed  by  a  law  enacted 
before  computer  technology,  globalized  capital  markets,  and  a  wide 
variety  of  instruments  became  part  of  our  financial  system. 

That  law,  the  Glass-Steagall  Act,  was  passed  in  the  crisis 
atmosphere  of  the  Great  Depression  in  response  to  stock  market 
abuses.  This  54-year-old  law  keeps  commercial  banks  from  breaking 
into  the  Wall  Street  cartel  that  dominates  stock  and  bond  underwrit- 
ing and  has  created  a  division  of  services  that's  outdated  and  harmful. 

By  creating  a  monopoly  on  certain  lines  of  corporate  business, 
Glass-Steagall  has  kept  the  cost  of  raising  capital  artificially  high. 
And,  ironically,  it  has  prevented  U.S.  commercial  banks  from 
conducting  business  at  home  they  can  successfully  pursue  overseas - 
underwriting  bonds  in  London  but  not  in  New  York,  for  instance. 

Chemical  Bank  supports  appropriate  regulation.  But  we  believe 
that  regulations  must  be  removed  if  they  perpetuate  unfair 
competition,  hinder  our  domestic  banking  system,  or  raise  prices  for 
our  corporate  clients.  If  we  fail  to  repeal  these  archaic  regulations, 
we'll  continue  to  use  yesterday's  laws  to  govern  today's  markets.  And 
that  seems  to  us  like  the  tail  CHEMICALDAIMC 

wagging  the  dog.  The  bottom  line  is  excellence. 
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Here's  a  good  question:  How  much 
is  Pressman  himself  putting  into  Hol- 
lywood Way?  Answer:  nothing,  ex- 
cept, of  course,  those  movie  rights  and 
his  ample  imagination  and  talents. 
For  that,  as  the  prospectus  makes 
clear,  he'll  get  a  2.6-million-share 
controlling  interest,  plus  $175,000  a 
year  in  salary  for  two  years,  at  which 
point  two-thirds  of  the  company's  ini- 
tial capital  from  the  stock  offering 
should  be  gone. 

What  does  Pressman  have  to  say 
about  all  this?  Nothing,  because  the 
stock  offering  is  in  registration,  and 
his  lawyers  won't  let  him  talk  to  the 
press. — Stuart  Flack 


The  son  also  rises 

It  was  an  interesting  experience,  and 
politically  I  can  say  to  my  brothers 
in  agriculture  that  the  Vice  Presi- 
dent's son  is  not  immune  to  economic 
difficulties,  either." 

Speaking  is  George  W.  Bush — eldest 
son  of  the  Vice  President — from  be- 
hind the  desk  he  just  took  over  in  the 
Washington,  D.C.  headquarters  of  the 
Bush  presidential  campaign.  Bush,  40, 
is  talking  about  the  transition  he  has 
made  from  a  "hands-on  oil  and  gas 


man"  to  "organizer,  hand-holder  and 
surrogate"  in  his  father's  bid  for  the 
presidency. 

The  younger  Bush  has  been  out  on 
the  stump  before,  but  the  transition 
from  Midland,  Tex.  to  Washington 
did  not  come  easy.  He  is  fresh  from 
the  trauma  of  having  merged  his  pri- 
vately owned  Spectrum  7  Energy 
Corp.  into  Harken  Oil  &  Gas,  Inc. 
Spectrum,  which  Bush  helped  put  to- 
gether in  1975  after  graduating  from 
Harvard  Business  School,  did  moder- 
ately well  hunting  for  oil  and  packag- 
ing drilling  partnerships  until  prices 
broke  a  couple  of  years  ago. 

Chronically  short  of  capital,  Spec- 
trum "could  have  survived,  but  with 
no  growth  for  shareholders  and  no 
way  of  predicting  when  the  cycle 
would  end."  Consolidation  with  Har- 
ken seemed  to  be  the  best  way  out. 

For  Bush  that  meant  staying  on  as  a 
Harken  director  and  consultant  but 
giving  up  his  management  portfolio 
entirely.  The  lesson?  "I  learned  that 
when  you  merge  and  you  are  the  less 
significant  of  two  chief  executives, 
you  have  to  step  aside  gracefully," 
says  Bush. 

There  are  some  consolations.  Bush 
came  away  with  stock  and  warrants 
in  a  company  that  is  aggressively  be- 
ing pushed  into  an  acquisition  pro- 
gram by  its  major  shareholder,  over- 
seas hedge  fund  operator  George  Soros 
(Forbes,  May  18).  "I  try  to  talk  up 
Harken  whenever  I  can,"  says  Bush. 
"And  I'd  feel  a  lot  worse  if  the  stock 
hadn't  tripled." — Richard  Phalon 


Quantum  Media 's  Robert  Pittman 
What  comes  after  MTV? 


'A 


Former  oilman  George  W.  Bud) 

"The  Vice  President's  son  is  not  immune  to  economic  difficulties.' 


Ricki  R(*st*n/Piclure  fl 

Quantum  leaps 

I didn't  want  to  turn  60  and  still 
known  as  Mr.  MTV."  So  spfl 
Robert  Pittman,  the  man  who  put  v 
eo  into  rock  'n'  roll.  It  was  abou 
year  and  a  half  ago  when  it  beca 
clear  to  Pittman  that  his  glory  days 
the  rock  video  business  were  over. 
August  1985  he  lost  a  heated  bal 
with  Viacom  to  do  a  leveraged  buy* 
of  MTV.  Still,  he  could  take  comf 
in  the  $2.6  million  he  made  on  \ 
corn's  $511  million  deal. 

Pittman  could  have  stayed  on  w 
MTV,  but  the  33 -year-old  in  p 
stripes  had  no  interest  in  runn 
someone  else's  business.  "I  like 
action  that  comes  from  starting  bi 
nesses,"  he  says. 

He  came  up  with  that  action  1 
spring:  Quantum  Media,  Inc.,  a  ja 
deal  with  MCA  to  produce  recoi 
television  series,  movies  and  nonr 
vie  videocassettes.  In  April  Quanti 
came  out  with  its  first  release 
$19.95  videocassette  of  the  Leona 
Hagler  prizefight.  Since  then  ord 
have  totaled  over  50,000  units,  tw 
the  amount  needed  to  break  even. 
■  What  makes  Pittman  different  fr< 
every  other  producer  vying  to  fill  c 
tributors'  shelves?  "We  deliver,"  s. 
the  fast-talking  Pittman,  who  had 
prizefight  tapes  in  the  stores  just 
days  after  the  middleweights  slug; 
it  out  in  Las  Vegas.  Compare  t 
with  NFL  Films,  Inc.,  which  wc 
distribute  its  videocassette  of  hi 
lights  from  Super  Bowl  XXI,  played 
Jan.  25,  until  June  16. 
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igo  America's  William  Prior 
ny  body  for  a  1983  Toyota? 


Pittman  contends  that  the  same 
an  management  strategy  that  pro- 
filed MTV  will  spur  Quantum.  "We 
ive  no  bureaucracy,"  says  Pittman 
his  14-person  staff.  "We  write  copy, 
oduce  it  and  get  it  out  fast.  We 
iow  the  overnight  printer,  the  12- 
)ur  duplicator." 

'What's  oiling  this  machine?  "Key 
;:ecutives  all  have  equity,"  explains 
;ttman,  smiling,  "so  they're  motiva- 
." — Jeffrey  A.  Trachtenberg 


i  most  Japanese 

hen  the  Yugo  debuted  two  years 
ago,  consumers  greeted  the  East- 
European  economy  car  with  a  re- 
unding  chorus  of  Bronx  cheers.  Last 
ar,  its  second  on  the  market,  only 
,000  were  sold.  Successful  Hyundai 
Id  169,000  cars.  Yugo's  problem? 
nsumer  Reports  rated  the  $4,000 
mpact  unsafe  at  any  price.  Not  only 
the  Yugo  crumble  in  the  govern- 
nt  crash  test,  but  the  car  was  loud 
d  uncomfortable  to  drive. 
"We've  taken  care  of  everything," 
ists  William  Prior,  president  of 
.  igo  America.  Indeed,  sales  in  the 
st  quarter  of  this  year  are  up  sharp- 
,  but  Consumer  Reports'  latest  auto 
sue  could  put  a  stop  to  that;  the 
iblication  still  rates  the  car's  trans- 
mission a  disaster. 


T 


No  matter.  Those  irrepressible 
Iks  at  Yugo  America  are  going  flat- 
it  on  another  auto  of  unlikely  ori- 
i:  the  Malaysian  Proton  Saga, 
awned  from  a  joint  venture  of  the 


Malaysian  government  and  Mitsubi- 
shi. Says  Prior:  "We  need  to  package 
it  so  that  it  is  perceived  as  compara- 
ble to  a  Japanese  car." 

The  Proton  will  be  slightly  higher 
priced  than  the  Yugo,  with  prices 
starting  at  $5,000.  The  first  car  is  ex- 
pected off  the  boat  next  February,  and 
Prior  claims  he  will  sell  80,000  next 
year.  Sounds  a  mite  optimistic,  given 
the  troubles  Prior  has  had  so  far  modi- 
fying the  Proton's  engine  to  meet  U.S. 
emission  standards. 

As  the  yen  hits  new  highs,  there 
could  be  more  trouble  to  come.  Half 
the  car's  components  are  manufac- 
tured in  Japan,  so  the  Malaysians  are 
now  trying  to  source  parts  from  Tai- 
wan and  Korea — anywhere  with  a 
cheaper  currency. 

What's  the  competition  for  the  Pro- 
ton Saga?  The  Hyundai  and  Mitsubi- 
shi's Precis.  As  for  the  Yugo,  Prior 
contends  that  it's  unfair  to  measure 
the  compact  against  higher-priced 
competitors.  "At  those  prices  they 
should  be  compared  with  four-year- 
old  used  cars,"  says  Prior.  Anybody 
for  a  1983  Toyota? — Mary  Kuntz 


Synthesizing  success 

Polyester  is  the  Rodney  Danger- 
field  of  the  fabric  industry — the 
butt  of  every  joke,  the  fiber  of  choice 
for  the  sartorially  slipshod.  But  for 
one  company,  the  U.K.'s  ICI  Fibres,  a 
subsidiary  of  giant  $17  billion  (1986 
revenues)  Imperial  Chemical  Indus- 
tries Pic,  the  fabric's  fate  was  no 


laughing  matter. 

ICI  Fibres  invented  polyester  in  the 
1940s.  Thirty-odd  years  later  the  firm 
still  relied  on  it  for  55%  of  its  income. 
But  in  the  late  1970s  the  fashion 
world  turned  up  its  collective  nose  at 
polyester.  To  add  further  economic 
insult,  raging  oil  prices  wrought  hav- 
oc on  the  petroleum-based  fiber.  In 
1980  iCI  Fibres  racked  up  a  $200  mil- 
lion loss.  Says  Alan  Pedder,  48,  man- 
aging director  of  ICI  Fibres:  "We  were 
trying  to  survive." 

They  almost  didn't.  Pedder  shut- 
tered 11  plants  and  laid  off  16,000 
workers.  Meanwhile  ICI  chemists 
searched  for  a  specialty  fiber  that 
would  leave  ICI  less  vulnerable  to  the 
vagaries  of  fashion. 

In  1983  they  developed  one:  Tactel, 
a  fiber  that  looks  and  feels  like  cot- 
ton— except  that  it's  waterproof  and 
wears  as  well  as  nylon.  "Perfect  for 
skiwear,"  says  Pedder.  The  next  year 
he  blazed  the  Tactel  logo  across  every- 
thing from  Swiss  ski  starlet  Michela 
Figini's  downhill  ski  suit  to  Nigel 
Mansell's  Formula  One  race  car. 

The  flashy  marketing  paid  off.  Tac- 
tel has  become  the  rage  from  St.  Mo- 
ritz  to  Aspen.  Last  year,  thanks  in 
large  part  to  at  least  $70  million 
brought  in  by  sales  of  Tactel,  ICI  Fi- 
bres showed  an  $85  million  profit, 
quadruple  the  income  from  the  year 
before. 

Whither  polyester?  It's  down  to 
about  20%  of  ICI's  revenues.  That's 
fine  by  Pedder:  "Since  we  moved  into 
specialty  markets,  we've  gotten  a  lot 
less  vulnerable." — Christie  Brown 


ICI  Fibres'  Alan  Pedder 
Surviving  without  polyester. 
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Growing  into  the  future. 


Automotive  •  Electronics  •  Defense  •  Capital  Goods 


May  4,  1987 


Texas  Commerce  Bancshares,  Inc. 


has  merged  with 


Chemical  New  York  Corporation 


The  undersigned  assisted  in  the  negotiations  and  acted  as 
financial  advisor  to  Texas  Commerce  Bancshares,  Inc. 


Salomon  Brothers  Inc 


One  New  York  Plaza,  New  York,  New  York  10004 
Atlanta,  Boston,  Chicago,  Dallas,  Los  Angeles,  San  Francisco,  Zurich. 
Affiliates:  Frankfurt,  London,  Tokyo. 
Member  of  Major  Securities  and  Commodities  Exchanges. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


i  ing  corporate  earnings,  especially  at  small  to  medium- 
is :  firms,  helped  Wall  Street  forget  its  fears  about  interest 
j  is  and  the  weakness  of  the  dollar.  In  the  most  recent 
f;>  weeks  stock  prices  rebounded  sharply  from  the  late 
HI  correction.  The  3.7%  gain  in  the  Wilshire  index  over 
1  last  ten  trading  days  brought  this  broad-based  indica- 
ito  within  0.3%  of  where  it  stood  four  weeks  ago  and 
|  %  of  its  Mar.  24  record  high.  Despite  the  price  rise,  the 
'  shire  price/earnings  multiple  based  on  latest  12- 


month  earnings  fell  5.2%,  to  18.4.  This  was  primarily  the 
result  of  strong  quarterly  earnings  reports  from  firms 
other  than  Dow  30  and  Forbes  Sales  500  companies. 
Earnings  for  these  latter  groups  did  not  rise  as  sharply  as 
stock  prices  and  the  average  P/E  multiples  rose.  Behind 
the  3.9%  gains  for  both  the  Dow  and  the  Forbes  Sales  500 
was  growing  optimism  among  security  analysts  about  the 
prospects  for  1987  earnings  in  several  economic  sectors 
(see  next  page). 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 


cent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

ast  4  weeks 

-0.3 

0.0 

-0.7 

-0.1 

-1.2 

-1.8 

ast  52  weeks 

18.7 

18.5 

29.8 

20.7 

22.4 

8.8 

Stock  performance  based  on  six  key  investor  yardsticks 

cent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share 

price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

ast  4  weeks 

-1.0 

-0.7 

-0.2 

-0.1 

-1.6 

-2.2 

-0.3 

0.7 

0.1 

-0.7 

-1.4 

-0.5 

ast  52  weeks 

19.8 

35.9 

50.7 

24.3 

15.9 

12.3 

10.3 

43.4 

54.0 

18.0 

18.4 

24.9 

lire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created,  'Based  on  sale 
ck's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  arc  more  stable.  4A  quantitative  evaluation  of  a  stock's 
h  image,  determined  by  Wilshire  Associates. 


:  All  data  for  periods  ending  5/8/87.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Ford  is  beating  General  Motors  in  profits,  with  $  1 .5  billion 
in  the  first  quarter  for  Ford,  vs.  $923  million  for  CM. 
That's  in  spite  of  Ford's  much  smaller  market  share.  The 
news  pushed  Ford  stock  to  a  22.5%  gain  in  the  last  two 
weeks  and  to  an  alltime  record  high  of  100,  more  than  four 
times  what  it  was  three  years  ago.  The  strong  showing  for 
Ford  was  behind  the  6.8%  two-week  gain  for  the  consum- 


er durables  sector.  Among  other  consumer  durable  stock 
registering  double-digit  increases  were  Mack  Trucks  an 
Goodyear  Tire  &  Rubber. 

Also  posting  strong  gains  were  energy  and  transport 
tion  stocks.  Oilfield  service  stocks  were  particular! 
strong:  Baker  Hughes  30.5%,  and  both  Dresser  Industrie 
and  Halliburton  nearly  20% . 


v,/^.     Percent  change  in  last  52  weeks  "O-O 

Percent  change  in  last  2  weeks 

Capital  goods 

Consumer  durables 

Consumer  nondurables  and  servic 
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What  the  Analysts  Think 

Encouraging  first-quarter  earnings  were  one  factor  behind 
the  rise  in  1987  earnings  estimates  for  five  of  nine  Wil- 
shire  sectors.  But  there's  no  way  of  knowing  when  an 


analyst  is  tempted  to  raise  an  estimate  merely  to  keep  u 
with  a  rising  stock  price.  For  more  on  this  phenomenon  I 
the  self -inflating  forecast,  see  story  on  page  186. 


Forecasting  the  Forbes  Sales  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.62 

18.4 

1987  estimates 

3.48 

13.9 

1988  estimates 

4.07 

11.9 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1987 
EPS  P/E 

%  change  in  1987  estim 
in  2  weeks     in  4  weel 

1  Technology 

$2.69 

17.1 

0.44% 

-0.06% 

2 

Raw  materials 

2.34 

16.6 

0.23 

1.22 

3 

Consumer  durables 

3.46 

14.0 

0.21 

0.01 

4 

Consumer  nondurables 

2.44 

16.7 

0.21 

0.09 

5 

Energy 

2.64 

18.6 

0.16 

0.60 

6 

Transportation 

2.36 

15.3 

-0.47 

-3.25 

7 

Finance 

3.54 

9.2 

-0.51 

-0.84 

8                  Capital  goods 

2.44 

18.1 

-0.79 

-1.16 

9 

Utilities 

2.74 

10.1 

-1.61 

-1.91 

Earnings,  projections  are  ca 
Estimate  System  (1BES),  a  ! 


cighted 
ch,  loncs 


onsensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continually  by  the  Institutional  Bra 

&  Ryan,  a  New  York-based  brokerage  firm. 


■•i/f?.  Frepared  by  Wilshirc  Associates,  Santa  Monica,  Calif.,  IBES,  a  service  of  Lynch,  (ones  £  Ryan,  Now  York 
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IOW  DID  WE  PRODUCE 
AN  ROE  HIGHER  THAN 
IBM,  PG,  MMM  &  XON  ? 


We  just  completed  our 
most  successful  year.  Our  return 
on  equity  again  exceeded  20%. 
Earnings  reached  an  all-time  high 
of  $301  million.  OurROAremains 
well  above  1%.  Our  capital  base 
is  more  than  6%  of  assets.  And 
our  already  favorable  debt  ratings 
were  raised  twice  in  the  past 
18  months. 

We  recently  completed  a 
program  to  restructure  our  assets. 
We've  converted  our  loan  portfolio 
to  90%  Adjustable  Rate  Mortgages 


and  short  term  loans  to  assure 
stable,  consistent  profits. 

We've  also  added  new 
streams  of  income.  Mortgage  bank- 
ing, consumer  finance,  retail  bank- 
ing, and  securities  brokerage. 

Theres  even  more  good 
news  in  our  annual  report.  For 
your  copy,  write:  Corporate  Com- 
munications, GWFC, 
Dept.D,8484Wilshire 
Blvd.,  Beverly  Hills, 
CA  90211.  Or  call: 
1-800-GWASK-US. 

Look  us  over. 
We've  adjusted  our  future 


Statistical  Spotlight 


Is  it  possible  that  analysts  concoct  future 
earnings  to  justify  today's  lofty  stock 
prices?  Be  on  guard. 


Upward  bias 


By  Michael  Ozanian 


Earnings  estimates  must  have  some 
value  or  else  analysts  wouldn't  be 
paid  so  much  for  making  them.  But 
long-term  estimates  shouldn't  be  tak- 
en too  seriously,  especially  for  firms 


where  big  increases  are  projected. 

We  looked  back  at  two-year-old 
forecasts  for  the  20  supposedly  fast- 
est-growing companies  in  our  forecast 
database.  They  were  all  expensive 
when  compared  with  historical  earn- 
ings: Price-to-earnings  ratios  ranged 


from  27  to  481.  But  don't  worry, 
analysts  told  us:  1986  earnings  wo 
be  dramatically  higher  and  make 
stocks  cheap.  The  minimum  earni 
gain  for  this  group  of  companies  ^ 
predicted  at  440% . 

What  happened?  A  lot  of  unple 
ant  surprises.  Auto-trol  TechnoL 
was  supposed  to  make  78  cent 
share  but  lost  $1.02.  U.S.  Shelter  i 
expected  to  earn  50  cents  but  lost 
cents.  Earnings  at  Repco,  an  electr 
ics  firm,  were  supposed  to  shoot 
from  9  cents  to  75  cents  but  fell  t 
cents.  Of  the  20  companies,  14 


The  sizzling  growth  that  fizzled 


Here  are  the  20  companies  for  which  analysts  were  reasonable.  But  investors  who  bought  them  encoun 
forecasting  the  fastest  earnings  growth  two  years  ago.  tered  a  lot  of  unpleasant  surprises.  Actual  1986  earnings 
The  fast  growth  made  the  high  stock  prices  look  almost  were  on  average  73%  lower  than  the  forecast. 


-Price2/eamings  ratio — 
against 


Company/business 

Historic 
earnings' 

historic 
earnings 

against 
forecast3 

 1986  earnings  

forecast3  actual 

Surprise 
factor4 

then2 

-Price  

now 

Advest  Group/brokerage 

$0.02 

481.3 

9.2 

$0.95 

$1.33 

40"n 

83/4 

1  5  '/4 

American  Maize-Prods/food  processing 

0.46 

32.6 

5.0 

3.00 

1  91 

-36 

15 

l7Vi 

Auto-trol  Technology/computer  software 

0.08 

84.4 

8.7 

0.78 

-1.02 

-231 

6% 

55/» 

Computer  Identics/precision  instruments 

0.09 

97.2 

8.8 

1.00 

-0.87 

-187 

8% 

23/8l 

CPT/word  processors 

0.08 

78.1 

9.1 

0.69 

-1.34 

-294 

6 'A 

Danaher/rubber  &  machine  tools 

0.27 

26.9 

3.6 

2.00 

0.85 

-58 

7V* 

23' 4 

Eastern  Gas  &  Fuel/natural  gas  distributor 

0.29 

78.9 

8.5 

2.69 

1.91 

-29 

227s 

27M 

GenCorp/rubber  &  aerospace 

0.30 

162.8 

9.9 

5.02 

5.82 

16 

49  Vi 

115V* 

Great  Amer  Mgmt  &  Inv/rental  housing  &  hotels 

0.24 

62.5 

7.9 

1.90 

0.05 

-97 

15 

16 

Hanover  Insurance/insurance 

0.30 

72.5 

7.6 

2.83 

3.30 

17 

21% 

3  Hi 

HEI  Inc/electronics 

0.11 

47.7 

3.8 

1.40 

-2.06 

-247 

5'  . 

%J 

Horizon  Industries/textiles 

0.10 

40.0 

6.2 

0.65 

0.65 

0 

4 

ICOT/data  comm  equipment 

0.08 

68.8 

8.0 

0.69 

0  48 

-30 

5  >/2 

6 

Mapco/diversified  energy 

0.45 

78.1 

8.4 

4.19 

•  3.67 

-12 

35  Vs 

59% 

Pacific  Resources/petroleum 

0.20 

44.4 

5.8 

1.53 

1.42 

-7 

87s 

15  Vf 

Repco/electronics 

0.09 

44.4 

5.3 

0.75 

0.08 

-89 

4 

5M| 

Ultrasystems/engineering  &  construction 

0.05 

130.0 

7.4 

0.88 

1.00 

14 

6>/2 

13J4 

|_  USLife/insurance 

0.81 

44.6 

8.2 

4.41 

3.91 

-11 

36 '/s 

375/»| 

US  Shelter/real  estate  devel  &  mgmt 

0.07 

60.7 

8.5 

0.50 

-0.82 

-264 

4  Vi 

2*| 

1  fee/computers 

0.05 

47.5 

3.7 

0.65 

0.94 

45 

2% 

5l| 

>m>nib  earnings  per  si?are  as  of  June  19,  1985    2  Usingjune  19,  1985price    3 IBES forecast  on  June  19,  1985  of  fiscal  1986  earnings    4  Peral 
.    .  •'■!  actual  results  from  prediction  A  negative  number  indicates  unfavorable  surprise    \Uay  4.  198"    Earnings  figures  exclude  nonrecurring  iteml 
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You'll  find  us  right  in  the  heart  of  America  the  beautiful 
nestled  in  the  rolling  hills  of  magnificent  Missouri 


Forbes  Magazine,  through  its  af- 
filiate, Sangre  de  Cristo  Ranches, 
Inc.,  presents  Forbes  Lake  of 
the  Ozarks.  Over  12,000  acres  of 
playland  that  stretches  along  the 
fabulous  Lake  of  the  Ozarks. 

The  90-mile-long  lake  boasts 
over  1,200  miles  of  shoreline,  chock- 
full  of  fish,  fun  and  a  once-in-a- 
lifetime  recreational  opportunity  for 
you  and  your  family. 

It's  still  one  of  the  country's  best 
kept  vacation  secrets.  For  genera- 
tions, Missourians  and  tuned-in 
Midwesterners  have  come  here  to 
watch  their  young  people  catch 
their  first  largemouth  bass,  learn  to 
sail,  water-ski  and  spend  glorious 
summers  in  and  around  that  special 
world  of  boats.  At  Forbes  Lake  of 
the  Ozarks,  we  preserve  this  way  of 


'Prices  subject  to  change  without  notice. 


life.  A  great  place  for  vacations  and 
also  for  year-round  retirement  living. 

If  you  love  to  spend  your  life  by 
the  water,  you  owe  it  to  yourself  and 
those  closest  to  you  to  come  share 
this  secret.  Get  away  from  the  rat 
race.  Go  back  to  the  country.  To 
clean  air.  To  quiet  days  and  family 
fun.  It's  time  to  come  home  to  your 
own  special  place.  To  Forbes  Lake  of 
the  Ozarks. 

For  as  little  $60  a  month,  choice 
land  near  the  lake  can  be  yours. 
Prices  start  at  $6,000*  for  our 
minimum  one  acre  lots,  with  in- 
terest at  9%.  It's  an  opportunity 
you  won't  want  to  miss.  Just  call 
or  write  for  complete  details  with 
no  obligation.  Better  yet,  come 
see  us.  We'd  love  to  call  you 
neighbor. 


Forbes  Lake  of  the  Omrks 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 

Name  


Address 


City/State/Zip 
Telephone  _ 


or  phone  816/438-2801 
 i 

Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  |udged  the  merits  or  value,  if  any.  of  this  property.  Equal  Credit  and 
(pportunity.  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  Slate  of  the  State  of  New  York.  The  filing  does  no!  constitute  approval  of  the  sale  or  lease  or 
[ale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  ,  A  copy  of  the  offering  statement  is  available,  upon 
|rom  Sangre  de  Cristo  Ranches  Inc  NYA86-153 


The  moderate  growth  that  panned  out 


These  companies  are  the  ones  for  which  the  analysts,  in  ered  what  was  expected  of  them.  Actual  earnings  were! 
June  1985,  were  predicting  growth  closest  to  the  rate  for  only  14%  shy  of  predictions.  The  lack  of  disappoint-* 
the  overall  market.  The  moderate-paced  growers  deliv-  ment  helped  these  stocks  climb  an  average  55%. 


-Price2/earnings  ratio — 
against 


Company /business 

Historic 

historic 

parninpc 

Cdl  11111119 

against 

1UI CLdSl 

 1986  earnings  

forecast3  actual 

Surprise 

then2 

-Price  

Avemco/insurance 

$1.44 

13.3 

10.6 

$1.80 

$2.26 

26% 

19 

435/8 

Consolidated  Papers/paper  products 

4.06 

12.3 

10.1 

4.91 

4.02 

-18 

49% 

65Vi 

Equitable  Bancorp/bank 

l.OJ 

0  ft 

ft  A 

2.11 

2.24 

0 

1  7 

1  / 

.  ZO 77 

t-lnriiit   [)<wl/    1  nn  C  flXI  l  l  1  H  1  ri  CT  m  1  tPTl  1 1  C 
rlUriud  RUth  UlUS/  UUliUlil£  IlldlClldlS 

2.55 

7.8 

7.3 

2.70 

2.57 

_5 

19% 

26'/? 

riTi\_  i^urp/ txiciiiicaist  c*.  uciciiac 

1.20 

9.6 

7.7 

1.49 

1.29 

-13 

U  i/2 

34 

Louisiana  Land  &  Exp/oil  &  gas  producer 

3.37 

8.6 

7.0 

4.13 

-0.71 

-117 

29 

37% 

Luby's  Cafeterias/cafeterias 

1.01 

20.1 

16.3 

1.25 

1.20 

-4 

20 

30% 

Mellon  Bank/bank 

^  on 
j.yu 

7  1 

7.37 

6.20 

—  lo 

DO  /8 

00 

iVIUriOII    1  11 1UKUI/ dCIUo lJdl_C  CX  b^JCl-  l_HClllll.dl& 

2.43 

13.3 

1 1.4 

2.83 

2.80 

_1 

321/4 

41% 

\Imir  Vrtrl^  '  1  '*m ac/niihlicnmcr 
1\CW    1UIK    S  1 11!  CV  } 1  U  1 11  !  M  1 1 1 1L 

1.36 

17.2 

13.9 

1.68 

1.63 

_3 

23% 

4 1 1/4 

Parker-Hannifin/industrial  equipment 

2.12 

9.8 

8.8 

2.37 

1.98 

-16 

20 

33 'A 

Piedmont  Aviation/airline 

4.21 

7.8 

7.2 

4.54 

3.48 

-23 

32% 

66% 

Postal  Instant  Press/printing  franchises 

l.Uo 

1  Z.O 

l  u.o 

1.32 

1.18 

—11 

lovs 

14'/2 

Research  Inc/precision  instruments 

1.17 

8.5 

8.0 

1.25 

0.78 

-38 

10 

10'/2 

Reynolds  &  Reynolds/business  forms 

1.93 

10.1 

8.3 

2.36 

2.44 

4 

19'/2 

33  Vi 

RTE  Corp/electrical  equipment 

1.86 

9.9 

7.9 

2.33 

1.50 

-36 

18% 

31%. 

Scott  Paper/paper  products 

4.00 

10.2 

8.1 

4.99 

4.96 

-1 

405/s 

73  W 

Universal  Leaf  Tobacco/tobacco  products 

2.68 

7.6 

7.0 

2.91 

2.74 

-6 

20  >/4 

31% 

Valley  National  Corp/bank 

3.88 

10.1 

8.3 

4.77 

3.90 

-18 

39% 

365/* 

Wells  Fargo/bank 

3.64 

8.2 

6.6 

4.50 

5.03 

12 

297« 

48% 

'  Trailing  12-month  earnings  per  share  as  of June  19, 
variation  of  actual  results  from  prediction  A  negativi 


1985.  2  Using  June  19.  1985 price  *  IBES  forecast  on  fune  19,  1985  of  fiscal  1986  earnings  4  Pera 
'  number  indicates  unfavoralile  surprise  5 'May  4,  1987    Earnings  figures  exclude  nonrecurring  item 


worse  than  predicted.  Some  did  better 
than  expected,  but  on  average  the  ac- 
tual earnings  were  73%  shy  of  the 
forecast. 

"We  show  time  and  again  that  high- 
P/E  portfolios  don't  do  well  because 
those  stocks  with  big  forecasted  gains 
in  earnings  turn  into  losers,"  says  Da- 
vid Dreman,  managing  director  of 
Dreman  &.  Embry,  a  New  York  City 
investment  counseling  firm. 

The  favoritism  shown  to  high- 
growth  companies  is  a  self-reinforcing 
phenomenon,  says  Dreman.  The 
stock  goes  up  because  earnings  are 
expected  to  go  up.  Then  the  analysts 
push  up  their  forecasts  for  earnings 
two  years  out,  because  that's  the  only 
way  to  make  the  stock  price  look  rea- 
sonable today. 

Marion  Laboratories,  for  example, 
is  selling  these  days  at  a  P/E  of  67,  a 
lofty  premium  over  the  rest  of  the 
market.  Why  are  so  many  investors 
willing  to  pay  this  seemingly  outra- 
geous price?  Because  the  consensus  of 
Wall  Street  analysts  is  that  Marion 
will  earn  $1.68  a  share  in  1988,  vs.  52 
cents  for  the  latest  12  months.  So  the 
analyst's  report  can  say  the  multiple 
gainst  1988  earnings  is  only  21. 
ere  is  another  reason  for  an  up- 


ward bias  in  earnings  estimates.  Ana- 
lysts can't  anticipate  writeoffs  and 
other  nonrecurring  items.  So  they 
simply  omit  them  in  most  forecasts. 
(For  comparison  purposes,  IBES  ex- 
cludes nonrecurring  items  in  all  earn- 
ings figures.) 

If  a  company  is  already  faltering,  a 
forecast  of  an  earnings  decline  may  be 
in  order.  But  analysts  are  usually 
loath  to  forecast  drops.  We  found  that 
out  by  looking  at  two-year-old  fore- 
casts for  the  20  companies  in  our  data- 
base where  earnings  projections  were 
the  closest  to  zero  growth.  Many  fore- 
casts in  this  group  were  also  too  opti- 
mistic. Actual  earnings  came  in  at  an 
average  48%  less  than  the  forecast. 
Reason?  The  group  included  a  few 
dogs — such  as  Sage  Energy  and  Tem- 
pleton  Energy — where  analysts  just 
couldn't  bring  themselves  to  call  a 
spade  a  spade. 

Our  database  is  the  well-known  In- 
stitutional Brokers  Estimate  System, 
a  collection  of  average  estimates 
(from  2,500  analysts),  marketed  by 
Lynch,  Jones  &  Ryan  in  New  York 
City.  We  used  the  forecasts  of  fiscal 
1986  earnings  that  IBES  published 
lune  19,  1985. 

IBES  concedes  that  consensus  fore- 


casts are  a  bit  Panglossian.  "I  th 
analysts  sometimes  tend  to  jus 
their  recommendations  with  ov 
optimistic  estimates,"  says  Star§ 
Levine,  a  vice  president  at  Lyi 
Jones  &  Ryan. 

Optimism,  however,  seems  ta 
most  pronounced  at  the  extren 
with  zero  growth  or  very  high  gro 
predicted.  The  analysts  are  much 
ter  at  forecasting  results  for-  con 
nies  in  the  middle  of  the  pack.  In 
table  above  we  show  forecasts 
actual  results  for  companies  wf1 
growth  rates  came  closest  to  the  2 
growth  predicted  for  the  market 
whole  between  mid- 1985  and  the 
of  1986.  The  20  stocks  in  this  gi 
delivered  earnings  that  were 
14%  off  their  forecast. 

How  did  the  two  groups  of  stc 
•perform  in  the  market  in  the 
years  since  the  forecasts  came  < 
The  first  group,  of  stocks  that  v 
supposed  to  gain  the  most  in  earni 
underperformed  the  market.  1 
were  up  40%,  vs.  48%  for  the  ove 
market. 

The  second  group,  of  middle-of- 
pack  companies  expected  to  pace 
market  in  earnings  gains,  out 
formed  the  market.  It  was  up  55°/f 
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If  you  are  a  manufacturing  industry  decision-maker, 
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The  Funds 


If  investors  knew  as  much  about  their  mu- 
tual funds  as  they  do  about  common 
stocks,  they  might  not  be  in  them. 


What's  your 
multiple? 


By  Mary  Kuntz 


P!  rice-to-earnings  ratios  are  so 
"  basic  to  stock  selection  that 
they  are  printed  along  with  prices 
in  many  daily  newspapers.  Yet  when 
investors  buy  a  basket  of  stocks  in  the 
form  of  a  mutual  fund,  they  almost 
never  know  the  average  P/E  of  the 
fund's  holdings. 

Chances  are,  if  they  wanted  to  find 
out,  they'd  have  a  tough  time.  "I  don't 
think  the  average  person  on  the  street 
knows  what  it  [P/Ej  is,"  Harry  Miller, 
a  portfolio  manager  with  USAA  Cor- 
nerstone, says  loftily.  His  fund  carries 
a  P/E  of  27.3  by  our  calculations, 
which  included  only  its  top  ten  stock 
holdings.  That's  steep  compared  with 
the  market's  multiple  of  19.4. 
"I  can't  even  say  I  have  a  very  good 


idea  as  to  what  my  P/E  is.  My  fund 
now  is  heavily  biotechnology-weight- 
ed," says  Richard  Freeman,  whose 
Shearson  Aggressive  Growth  Fund 
has  one  of  the  highest  multiples  of 
any  fund.  "If  you  look  at  the  earnings 
estimates  going  out  two  years,  that's 
one  thing.  But  many  of  these  compa- 
nies do  not  have  earnings  now,  as  IBM 
and  Xerox  didn't  at  their  inception. 
It's  a  specious  type  of  number."  Real- 
ly? P/Es  are  meaningless?  That  would 
be  news  to  most  market  players.  As 
for  projections  of  dizzying  earnings 
growth,  investors  would  be  wise  to 
take  them  with  a  grain  of  salt  (see 
story,  p.  IH6). 

It  is  scarcely  irrelevant  that  Free- 
man's Shearson  Aggressive  Growth 
weighs  in  with  a  hefty  48.4  P/E  on 
trailing  earnings,  making  it  almost 


High  and  low 


Average  price-to-earnings  ratios  at  this  assortment  of  funds  range  from 
well  below  the  market's  19.4  to  well  above.  The  average  P/E  is  calculated 
by  Forbes  on  a  fund's  top  ten  holdings;  funds  generally  don't  disclose  it. 


Total  return 
12  months 


Assets' 


-Largest  holding- 


Fund 

to  3/31/87 

($mil) 

P/E2 

company 

P/E 

Windsor 

24.4% 

4,893.8 

9.3 

Ford 

6 

American  Leaders 

19.6 

121.6 

13.7 

Exxon 

13 

Lutheran  Brotherhood 

17.9 

2105.5 

14.2 

Exxon 

13 

Franklin  Equity 

24.3 

167.9 

15.6 

Mcasurex 

22 

Oppenhcirner  Regency 

17.9 

147.8 

24.4 

Digital  Equipment 

23 

USAA  Cornerstone 

46.5'' 

49.4 

27.3 

Rouse  Co 

67 

Twentieth  Century  Ult 

ra  31.0 

286.9 

41.2 

Seagate  Technology 

14 

Shearson  A/J'ressive 

40.9s 

93.7 

48.4 

Genentcch 

523 

'As  of  1 2/31/86.    'Price  on  4/27/87  vs.  fiscal  1986  earnings.    3Data  from  Lipper  Analytical. 
  Sources  EDA  Investment  Technologies;  /•'<««» 


three  times  as  expensive  as  the  avj 
age  stock.  This  is  a  high-risk  fund, 
the  prospectus  makes  plain.  A  look 
the  P/E  makes  the  risks  even  plain* 

There  are  some  comphcatioi) 
What  do  you  do  with  positions 
moneylosers,  for  which  individ 
P/Es  cannot  be  calculated?  W 
about  the  Shearson  fund's  320,0 
share  holding  of  Genentcch,  wh 
P/E  is  523? 

Of  course,  the  P/E  ratio  is  only  o| 
criterion.  Cornerstone  Fund's  Mil) 
points  to  one  of  his  largest  holdin; 
Rouse  Co.,  a  builder  with  a  P/E  of 
and  a  substantial  portfolio  of  apprei 
atcd  shopping  malls.  Freeman  cil 
the  Shearson  fund's  holdings  in  bros 
casters  like  LIN,  with  a  P/E-  of 


"Even  Warren  Buffett  will  say 
buy  those  companies  on  the  basis 
cash  flow,  not  earnings,"  says  Fr 
man,  whose  fund  returned  over  4C 
in  the  bull  market  of  the  last 
months.  But  markets  don't  always 
up,  and  when  they  go  down,  high-] 
stocks  tend  to  be  more  vulnera 
than  low-P/E  stocks. 

Investors  have  notoriously  sh 
memories,  but  it  helps  to  rememl 
that  in  1984 — hardly  ancient  his 
ry — Twentieth  Century  Ultra 
19%  and  Shearson  Aggressive  Grov 
lost  12.2%.  That  was  the  same  yeai 
which  low-P/E  funds  shone:  Wind 
gained  19.5%,  and  American  Lead 
rose  by  15.5%. 

Some  funds,  of  course,  are  happy 
proclaim  their  P/Es  to  shareholde 
"We  stick  it  in  our  annual  each  ye 
It's  the  way  we  portray  our  valu 
says  John  Neff,  manager  of  the  Wii 
sor  Fund.  Windsor  uses  earnings  p 
jeeted  for  the  current  year  in  arriv 
at  its  figure  of  9.  But  even  on  trail 
earnings,  it's  quite  cheap,  rating  a  ] 
of  9.3  for  its  ten  largest  positions. 

The  table  presents  an  array  of  fun 
from  the  very  cheap  in  average  P/fi  fddi 
the  very  expensive.  We  calculated  i 
underlying  earnings  associated  w 
each  stock  position  by  multiply 
the  earnings  per  share  by  the  num 
of  shares  held.  For  example,  a  10,01 
share  position  in  IBM  (1986  net,  $7' 
a  share)  translates  into  $78,100 
earning  power.  Then  we  added  up 
company  earnings  or  losses  associai 
with  the  ten  largest  positions  % 
compared  that  sum  with  the  cd 
bined  market  value  of  those  ten  pc 
tions.  This  way,  stakes  in  compan 
with  low  or  negative  earnings  are  r 
ther  ignored  nor  permitted  to  dist 
the  overall  average. 

There  are  good  reasons  for  buy 
high-P/E  stocks  sometimes,  but  i 
so  good  that  a  fund's  multiple  she- 
be  a  state  secret.  ■ 
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e  Travel  Fax  ™  Facsimile 
chine  From  Northwest- 
BeU 
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ect  for  salespeople  and  busy 
utives,  the  Travel  Fax  sends 
:ed  materials  fast  and  inexpen- 
"y  from  just  about  anywhere, 
y  portable  (only  8  lbs.),  it's 
ible  of  operating  on  most  any 
)hone    and  communicating 
all  G2  and  G3  machines  that 
G2  compatible.  It  includes  re- 
geable  battery,  AC  adaptor/ 
sry  charger  and  black  car- 
case. For  more  information 
he  Travel  Fax  portable  facsi- 
Wijl  machine,  call  Jack  Ciese- 
nLJ-at(800)  822-1000. 
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ico  Introduces  New 
i:ro-Size  Radar  Detector 
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:o  combines  the  most  advanced 
owave  technology  and  desired 
es  in  its  new  micro-size  radar 
:tor,  Model  KRD-18.  The  triple 
arsion  superheterodyne  X  and 
nd  detector  has  unique  circui- 
ihat  enables  it  to  discriminate 
en  false  or  unwanted  signals 
mlupffactual  police  radar.  For  addi- 
information,  contact  Kraco 
■   rprises,  Inc.,  505  E.Euclid  Ave., 
Dton,  CA  90224,  (213)  639- 


Friedrich  Air 
Conditioners  & 
Dehumidifiers 

Top  quality  Fried- 
rich  room  air  con- 
ditioners, heat 
pumps,  electric 
heat/cool  models  and  dehumidi- 
fiers (up  to  50  pt.  capacity)  are 
made  in  America  and  give 
money-saving  efficiency  and  de- 
pendable performance.  Fried- 
rich  has  the  broadest  line  of  high 
efficiency  room  air  conditioners, 
including  the  10,100  BTU 
QuietMaster®  with  an  unsur- 


passed EER  of  12.0.  —  the  most 
energy-efficient  in  the  world.  For 
more  information,  contact 
Friedrich  Air  Conditioning  & 
Refrigeration  Co.,  Marketing 
Department  F,  P.O.  Box  1540, 
San  Antonio,  TX  78295,  (512) 
225-2000. 


Mohawk  :  The  Birth  Of 
A  Classic 


Just  one  look  and  you  can  tell  the 
Mohawk  Camera  Case  Collection  is 
going  to  be  around  long  after  others 
have  gone.  The  Mohawk  Collection 
boasts  a  plush,  rugged,  waterproof 
CharHyde  exterior  with  a  custom- 
like softness  and  luxury.  Whether 
you  need  a  functional  compact-35 
pouch,  multi-purpose  compartment 
case  or  zoom  compartment  case, 
there  is  a  Mohawk  that  fills  that 
need.  Every  case  has  special  custom- 
ized features  —  from  "Shock  Protec- 
tion" and  the  Velcro*  magic  of  self- 
customized  compartments  to  3-way 
straps  for  carry  comfort.  For  more 
information,  contact  Coast  Manu- 
facturing Company  —  the  world's 
largest  manufacturer  of  photo/ 
video/ specialty  luggage  and  ac- 
cessories —  at  118  Pearl  St.,  Mt. 
Vernon,  NY  10550,  (800)  221- 
8748. 


SAFT  America  Inc.  Debuts 
Rechargeable  Battery 
System 

Consumers  looking  for  that  perfect 
money-saving  gift  for  friends  —  or 
for  themselves  —  should  take  a  look 
at  the  CC-1  assortment  gift  pack 
from  SAFT  America  Inc.  This  com- 
plete Nicad  '1  rechargeable  battery 
system  can  save  consumers 
hundreds  of  dollars  a  year  in  battery 
costs.  It  contains  a  desk  charger  and 
seven  popular  battery  sizes  to  be 
used  in  such  power-hungry  appli- 
ances as  tape  recorders,  radios,  and 
cameras.  Available  in  leading  retail 
stores  throughout  the  United 
States,  the  CC-1  "Again  &  Again" 
rechargeable  battery  system  gift 
pack  has  a  suggested  retail  price  of 
$24.95.  For  additional  information, 
contact  SAFT  America  Inc.,  Cus- 
tomer Service,  711  Industrial  Blvd., 
Valdosta,GA31601, (912)247-2331. 
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For  33  years  I  climbed  the 
stairs  to  my  violin  studio.  Now  I 
climb  mountains  to  listen  to  the 
music  of  birds.  With  backpack 
and  climbing  boots,  'Mosa 
Havivi,  New  York  City  boy,'  has 
become  'Mosa,  mountain  goat.'" 


"My  first  mountain? 


Mosa  Havivi.  custodian  of  rare,  old  Italian 
violins  for  a  lifetime,  and  mountain 
climber  beginning  a  new  lifetime.  New  • 
lifetimes  are  lived  with  Modern  Maturity, 
the  magazine  of  mature  America .  Mod- 
ern Maturity's  circulation  right  now  is 
15.8  million,  up  incredibly  from  last 


year's  13  million.  For  m£ 
America,  this  is  the  life  of 
time,  the  time  of  their  life, 
they  live  it  with  Modern  Mati 
For  information  on  adverti 
to  mature  America,  please 
Peter  Hanson  at  (212)  599- 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 
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Capital  Markets 


MONEY  &  INVESTMENTS 

Don't  let  Merrill  Lynch' s  $250  million 
burn  scare  you.  Ordinary  mortgage 
pools  are  plenty  cool  enough  to  handle. 

BUY  MORTGAGES 


By  Ben  Weberman 


:  Horror  stories  coming  out  of  the 
nmortgage  market — such  as  the  one 
about  Merrill  Lynch's  $250  million 
(loss  on  mortgage  securities — are 
;  i  scaring  investors  away  from  this  va- 
Iriety  of  fixed-income  investing. 
(That's  too  bad,  because  there  are 
!  plenty  of  Ginnie  Mae  pools  avail- 
able that  pose  no  unreasonable  risks 
tor  the  individual  investor. 

For  the  professionals  who  trade  a 
aundred  million  dollars  a  day,  origi- 
nate mortgages  or  do  complicated 
arbitrages,  the  market  can  be  dan- 
gerous. Reports  coming  across  my 
iesk  suggest  that  dozens  of  mort- 
gage bankers  are  or  will  go  on  the 
ocks.  But  buying  a  plain  old  9.5% 
Minnie  Mae  and  holding  it  is  some- 
:hing  else  again.  If  you  plunk  down 
525,000  for  a  pool  trading  near  par, 
/ou  will  get  all  your  principal  back, 
vith  interest.  There  is  some  uncer- 
ainty  about  when  the  principal  will 
:ome  back,  but  none  about  your 
eturn  if  you  hold  to  maturity. 
!  If  mortgage  pools  are  so  safe,  how 
Is  it  that  a  big  brokerage  could  drop 
i  quarter  of  a  billion?  The  trades  in 
luestion  used  pieces  of  mortgage 
>ools,  not  whole  ones.  Depending 
!>n  how  you  carve  them  up,  the 
oieces  can  be  very  sharp-edged,  even 


len  Weberman  is  a  senior  editor  of  Forbes 
nagazine. 


though  the  composite  is  smooth 
and  safe  to  touch. 

For  Merrill,  the  problem  arose 
from  creation  of  mortgage  securities 
consisting  of  interest-only  (IO)  and 
principal-only  (PO)  issues.  Sounds 
like  MacDonald's  farm,  but  there 
are  some  legitimate  uses  for  these 
strange  fragments. 

Let's  look  more  closely  at  the  risk 
you  take  when  you  buy  a  mortgage 
pool.  Ginnie  Maes  are  pools  of  fed- 
erally guaranteed  home  mortgages. 
In  addition,  the  security  itself  is  fed- 
erally guaranteed,  so  there  is  no  risk 
to  your  principal.  There  is  risk, 
however,  in  interest  rate  changes. 
As  buyer  of  the  Ginnie  Mae,  you  act 
as  banker.  You  lend  money  to  the 
homeowner  (at  a  rate  currently  near 
9.5%,  after  deduction  of  collection 
and  disbursement  fees).  Usually  the 
mortgage  is  for  30  years,  but  the 
homeowner  has  the  right  to  prepay, 
either  by  selling  the  house  or  refi- 
nancing it.  But  he  never  has  to  pre- 
pay. In  effect,  then,  you've  given  the 
homeowner  an  option  on  when  to 
terminate  the  loan. 

This  option  is  valuable  to  the 
homeowner.  If  interest  rates  shoot 
up,  the  low-rate  mortgage  is  a  nice 
deal,  and  he'll  sit  on  it  for  the  full  30 
years.  If  rates  fall,  he'll  move  or  refi- 
nance and  get  the  advantage  of  the 
new,  lower  rate. 

It's  a  bit  of  a  lopsided  bet  on  rates, 
stacked  in  the  homeowner's  favor. 
Or,  to  put  it  another  way,  the  life 
span  of  the  mortgage  is  not  predict- 
able. It  could  be  30  years  or  it  could 
be  1  year.  (The  average  is  about  1 1 
years.)  But  the  contract  is  still  fair 
and  square  in  this  sense:  You  get  the 
9.5%  interest  for  every  day  that  the 
principal  is  outstanding.  There's  no 
way  the  homeowner  can  stiff  you 


out  of  interest,  nor  any  way  that 
he'd  have  to  keep  paying  interest 
after  he's  given  back  the  principal. 

Consider  now  the  composition  of 
IOs  ands  POs.  Both  are  marketed 
initially  at  a  discount  to  the  cash 
flow  totals  they  are  expected  to 
throw  off.  But  unlike  Treasury  ze- 
ros, these  don't  have  predictable 
lives.  An  IO  receives  whatever  in- 
terest payments  come  in  on  under- 
lying pools.  A  PO  gets  the  principal 
payments  on  those  same  pools. 
Variations  in  the  life  span  of  the 
mortgages  cause  huge  variations  in 
the  value  of  these  two  securities, 
much  larger  than  variations  in  the 
value  of  a  whole  Ginnie  Mae.  When 
life  spans  stretch  out,  principal  pay- 
ments come  in  later  than  expected 
and  the  PO  holder  is  stung.  He  is,  in 
effect,  lending  for  the  later  years  at 
zero  interest.  Meanwhile,  the  IO 
holder  is  getting  a  windfall  in  the 
form  of  interest  payments  on  later 
years.  He  expected  the  interest  to 
stop,  say,  in  year  12,  but  the  checks 
keep  coming. 

When  mortgage  life  spans  short- 
en, the  reverse  happens.  The  PO 
holder  gets  a  windfall  gain,  and  the 
IO  holder  suffers  a  loss. 

I'm  telling  about  these  weird  se- 
curities for  a  reason.  I  want  inves- 
tors to  understand  that  risks  in 
some  of  the  newer  mortgage  instru- 
ments have  nothing  to  do  with  the 
risks  in  the  simple  loan  contract 
between  a  homeowner  and  a  Ginnie 
Mae  buyer.  Charles  Ramsey,  man- 
aging director  in  mortgage  products 
at  Bear,  Stearns,  says  his  firm  does 
not  even  allow  IOs  and  POs  to  be 
sold  to  individuals. 

Are  Ginnie  Maes  risky?  A  little. 
The  9.5%  issue  was  trading  for  105 
in  March  and  is  now,  because  of  the 
rise  in  interest  rates,  down  to  98. 
But  long-term  Treasury  bonds  are 
riskier.  They  fell  as  much  as  13 
points  in  the  same  period.  I  think 
Ginnie  Maes  priced  near  par  (the 
9 Vis)  are  attractive.  They  pay  100  to 
150  basis  points  more  than  Trea- 
sury issues  with  corresponding  ex- 
pected lives. 

Be  aware  that  Ginnie  Mae  pricing 
is  a  very  personal  operation  at  each 
dealer.  Retail  spreads  between  bid 
and  asked  can  vary  from  1%  to  3%. 

Don't  confuse  cash  flow  with  re- 
turn. A  9%  Ginnie  Mae  may  return 
cash  at  about  18%  a  year,  says  Gary 
Peters  at  the  Hallandale,  Fla.  office 
of  Exchange  National  Bank  of  Chi- 
cago, but  half  of  that  is  repayment 
of  principal.  ■ 
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With  the  big  run  in  gold  stocks  slowing, 
gold-loving  money  managers  are  braced 
for  a  reaction — and  then . . . 

ONWARD  AND 
UPWARD 


By  Susan  Lee 


Last  October  I  reported  that  gold 
gurus  had  started  whispering  in  my 
ear  that  it  was  time  to  buy  gold 
stocks.  They  were  right.  Gold 
stocks  had  climbed  13%  by  the  end 
of  January.  In  February  they  were 
saying  buy  some  more.  Right  again. 
Gold  stocks  shot  up  another  47%. 
So,  with  these  stocks  up  60%  over 
the  past  six  months,  what,  I  won- 
dered, are  they  thinking  now? 

They  have  turned  cautious.  Gold 
stocks  were  the  top  performers  in 
the  first  quarter,  and  this,  they  fear, 
fueled  a  speculative  runup.  A  cor- 
rection can't  be  far  behind. 

Michael  Friedlander  of  M.J.  Fried- 
lander  Co.  says,  "Gold  stocks  are  so 
overpriced  in  relation  to  the  metal, 
it's  frightening.  Either  the  metal  or 
the  shares  will  have  to  correct."  The 
most  likely  event,  according  to  the 
golden  gurus,  is  that  the  stabiliza- 
tion of  the  dollar  will  send  gold 
stocks  down. 

Despite  this  nervousness  for  the 
near  term,  however,  there  is  still 
plenty  of  optimism  over  the  long 
haul.  The  recent  boom  in  gold  pro- 
duction is  seen  as  good  news  be- 
cause it  was  spurred  by  improve- 
ments in  mining,  refining  and 
smelting  that  have  made  the  pro- 

Susan  Lev  is  a  senior  editor  of  Forbes 

magazine. 


cess  cheaper.  Indeed,  production 
costs  for  most  gold  companies  have 
fallen  below  $200  an  ounce.  With 
gold  trading  in  its  current  range  of 
$400  to  $450,  that's  a  nice  cost-price 
relationship. 

Alex  Paris  of  Barrington  Research 
argues  that  with  gold  production 
rising  and  costs  falling,  gold  is  now 
a  growth  industry.  Paris  recently  at- 
tended a  conference  on  gold  where, 
he  says,  "Instead  of  a  lot  of  crazies, 
there  were  real  people  with  ties  and 
slide  projectors,  talking  about  pro- 
duction coming  on  line  and  feasibil- 
ity studies.  You  could  see  analysts 
cranking  out  their  earnings  esti- 
mates without  even  thinking  about 
the  price  of  gold." 

Nonetheless,  the  gurus  have  tak- 
en some  profits  and  are  planning  to 
wait  out  the  correction  before  doing 
any  new  buying.  Brian  Schaefer  of 
Bailard,  Biehl  &  Kaiser  has  cut  back 
his  gold  position  from  10%  to  8%, 
selling  American  Barrick  Re- 
sources, Pegasus  Gold  and  Agnico- 
Eagle  Mines.  But  he  emphasizes 
this  is  cautious  profit  taking  to  ride 
out  a  downturn,  not  terminal  pessi- 
mism. Quite  the  contrary.  "Prices 
are  a  little  high,  but  earnings  will 
explode  if  the  price  of  gold  goes  up," 
he  says.  "Any  rise  in  bullion  goes 
right  to  the  bottom  line  of  these 
companies.  In  1978-80  the  price  of 
gold  quadrupled,  but  the  value  of 
the  stocks  quintupled.  That's  the 
kind  of  leverage  you  get."  Today 
Schaefer  would  buy  Battle  Moun- 
tain Gold  and  Echo  Bay  Mines. 

Paris  says  that  he  would  sell  bits 
of  Echo  Bay,  Battle  Mountain,  New- 
mont  Gold,  Pegasus  and  Breakwater 
Resources.  (He  points  out  that  Echo 
Bay,  Battle  Mountain  and  New- 
mont  all  have  institutional  interest, 


so  the  prices  jump  around  a  lot;  the 
have  more  short-term  risk.)  H 
would  use  new  cash  to  buy  Ech 
Bay  at  30,  and  he's  hot  for  Grange 
Exploration,  a  Canadian  compani 
with  a  mine  in  Nevada  that  trade 
on  the  Amex. 

An  interesting  note  here:  Foil* 
are  still  wild  about  Placer  Develoj 
ment,  the  Canadian  natural  r« 
source  company  with  gold  minin 
operations  in  the  Pacific.  Placer  j 
one  of  three  Canadian  gold  produo 
ers,  with  Dome  and  Campbell  Re 
Lake,  which  just  announced  plan 
to  merge.  The  deal  would  create  th 
biggest  gold  mining  company  ii 
North  America. 

Michael  Friedlander — who  toll 
me  in  October  that  he  liked  New 
mont  Mining  and  then  watched  th 
price  go  from  the  40s  to  the  90s  M 
has  been  bananas") — still  thinks  it 
a  primo  choice.  He  says,  "It's  s| 
dear  now  that  it's  frightening,  but : 
is  the  best-managed  company."  H 
is  holding  his  Newmont,  though  h 
cautions  that  the  price  could  dro 
20  points  in  the  correction. 

For  the  longer  term,  opinio 
among  the  gold  mavens  is  unan. 
mous  on  where  the  price  of  bullioi 
is  going:  up.  Last  year  at  Christmai 
Paris  bet  that  gold  would  be  at  49 
by  this  year's  end;  he  now  think 
550  looks  possible.  "All  the  poter 
tial  surprises  on  inflation  are  on  th 
upside,"  he  says.  Paris  is  betting  o 
5%  inflation  for  the  year  and  6%  t 
7%  next  year. 

Schaefer  is'  still  touting  gold,  bt 
as  a  disinflation  rather  than  an  infh 
tion  hedge.  He  doesn't  think  th 
rate  of  inflation  will  go  higher  tha 
4%,  and  then  it  will  stay  there  c 
even  come  back  down,  so  that  gol 
will  stabilize  at  430  for  a  while.  Th 
trend,  however,  will  be  up,  eve 
without  inflation.  Explain 
Schaefer,  "Gold  is  a  confidenc 
hedge.  When  people  lose  confidenc 
in  their  financial  assets  or  in  th 
financial  system,  they  go  to  gold."  i 
Brazil-type  shock,  for  instanct 
would  pop  gold  up  another  $50  t 
$100  an  ounce.  Ditto  for  a  crash  t 
the  Japanese  stock  market. 

I  don't  know  why  it  is,  but  it' 
probably  worth  mentioning  tha 
two  of  these  gold  gurus  are  also  he 
for  food  companies — Friedlande 
likes  Hershey  Foods  and  Paris  is  u 
for  Dunkin'  Donuts.  Maybe  the 
just  want  something  to  munch  o; 
while  they  wait  out  the  reactio: 
they  think  will  precede  the  nex 
upsurge  in  gold  stocks.  ■ 
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n  the  party,  get . . . 
e  Sayings  of 
lairman  Malcolm 
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"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  slim  green  and  gold 
volumes  to  the  delight 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
cents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 

ey  said  about  the  first  printing. 

ead  your  book,  and  it  was  delicious.  I  ate  it." 
Ann  Landers,  Daily  News,  New  York 

lave  we  done  so  well  for  so  long  without  it? 
tie  book  is  witty,  wise,  serene,  sometimes 
nd  at  other  times  tipsy;  but  always  great, 
,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 


"Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

"A  dinner  of  fortune  cookies" 
— Newsday 


er  $50 
acias! 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fruit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 


ad  it  and  I  recommend  it  to  you  uncondi- 
'.  It  is  a  terrific  book,  with  a  thousand  things 
j  u'll  want  to  repeat  and  memorize  . . ." 
E  try  Gray,  Radio  Station  WMCA,  New  York 

i  ilikely,  though  possible,  that  students  at  the 
i  n  and  Harvard  Business  Schools  will  wander 
u  i  the  quad  with  this  little  green  book  open, 
i  izing  Forbes  capitalistic  pearls.  On  the  other 
i  aybe  they  should." 

John  Weisman,  Los  Angeles  Times 


(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcolm".  My  check  for  $8.95  plus  95<t  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


Name 


(please  print) 


Address 


L 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 
Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 
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Don't  overextend  yourself  in  this  market, 
but  dont  rush  to  get  out,  either. 


BUY?  HOLD?  SELL? 


By  David  Dreman 


Was  it  only  a  month  or  so  ago  that 
the  Dow  charged  through  2400  as 
the  savants  cheered  it  on,  pointing 
gleefully  to  3000  as  the  next  stop? 
Today  many  of  the  same  experts 
seem  shell-shocked  by  the  market's 
recent  gyrations. 

With  the  current  turmoil  in  the 
bond  market,  the  common  percep- 
tion is  that  inflation  will  rise  rapid- 
ly, accompanied  by  sky-high  inter- 
est rates.  Buy  platinum,  gold,  paint- 
ings or  collectibles — anything  solid, 
short  of  real  estate  in  Houston. 

Adding  to  the  gloom  is  the  fear  of 
a  trade  war  with  Japan,  major  de- 
faults by  the  world's  poorer  debtor 
nations  and  a  widening  budget  defi- 
cit. So,  we  have  wild  market  swings 
accompanied  by  increasingly  nega- 
tive sentiment. 

Runaway  inflation?  Nonsense. 
Trade  war?  Media  hype. 

But,  as  I  see  it,  there  is  a  good 
chance  things  will  be  choppy  for 
some  time.  That's  why  it  is  critical 
that  you  not  overextend  yourself  in 
this  market.  Have  a  good  financial 
plan,  allocating  a  fixed  percentage 
of  your  assets  to  a  variety  of  good 
investments.  And  for  heaven's  sake, 

David  Dreman  is  managing  director  of 
Dreman  Value  Management  Inc.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  G  utrarian  Investment  Strategy. 


stick  to  it.  Don't  be  whipsawed. 

Nobody  should  have  100%  of  his 
chips  in  stocks,  particularly  in  a 
stock  market  that  has  almost  tri- 
pled in  less  than  five  years.  Certain- 
ly no  one  should  go  deeply  into  mar- 
gin to  buy  speculative  stocks,  index 
futures  and  the  like.  If  you  are 
stretched  out  on  Home  Shopping 
Network  or  the  Major  Market  Index 
and  your  tummy  is  starting  to  ache, 
you  get  no  sympathy  here.  One  of 
the  most  important  guidelines  in 
buying  stocks  is  your  comfort  level: 
Never  buy  more  than  you  can  live 
with  if  the  market  goes  against  you 
temporarily.  And  this  is  the  kind  of 
market  that  can  give  anyone  ner- 
vous indigestion. 

Yet  there  is  plenty  of  value 
around.  The  gloom  and  doom  pre- 
vailing now  is  as  much  an  overreac- 
tion  as  was  the  optimism  of  March 
and  early  April.  Just  as  the  belief  in 
long-term  deflation  turned  out  to  be 
hogwash,  so  is  the  fear  of  interest 
rates  going  through  the  roof.  As  for  a 
trade  war  with  Japan,  this  is  the 
stuff  of  fantasy.  The  Japanese  may 
huff  and  puff,  but  they  are  unlikely 
to  do  anything  to  jeopardize  their 
gigantic  trade  balance.  And  with 
their  stock  market  in  La-la  Land — 
the  average  P/E  of  the  Nikkei  250 
average  is  91  times  last  year's  earn- 
ings and  95  times  1987's  (earnings 
will  be  down  this  year) — it  seems 
unlikely  they  will  pull  capital  out  of 
our  stock  market. 

What  about  interest  rates?  A 
moderate  rise  in  interest  rates  is 
healthy.  Rates  were  unduly  low  pre- 
viously because  of  the  anticipation 
of  deflation  for  years  to  come, 
which  clearly  has  turned  out  to  be 
wrong.  Current  higher  interest  rates 
should  draw  foreign  capital,  particu- 


larly from  Japan,  into  the  bond  man 
ket,  since  our  long-term  yields  ar|| 
well  over  twice  theirs. 

What  we  are  seeing  in  today'B 
markets  is  simply  a  breather  fron 
the  pace  of  the  first  three  months 
which  could  not  be  sustained.  Fa 
brokers  or  money  managers  unde; 
30  who  were  accustomed  to  fiv> 
years  of  constantly  rising  stoc 
prices,  the  awful  realization  ha 
dawned — accompanied  at  times  b 
near  panic — that  prices  can  also 
down.  Yet  a  correction  of  10%  o 
even  15%  would  be  a  healthy  sig 
that  the  market  is  both  reasonabll 
priced  and  has  a  good  way  to  go  ove 
the  next  several  years. 

So  stay  with  stocks,  but  don 
own  more  stocks  than  your  comfoi 
level  allows. 

In  the  bond  market  my  thinkin 
is  the  same  today  as  it  was  near  th 
bottom  of  the  interest  rate  cycl 
(Forbes,  Apr.  28,  1986].  Long-ten 
bonds  simply  do  not  provide  a  yiell| 
high  enough  to  take  the  risks 
holding  them.  If  interest  rates 
run  up  over  the  next  few  years,  yoi 
will  incur  large  losses  in  them.  Kee 
your  maturities  to  three  years 
under.  This  will  protect  your  capita 
and  put  you  in  the  position  of  bein 
able  to  get  some  attractive  yields 
rates  do  move  up  again.  With  only 
small  premium  yield  on  longs, 
doesn't  cost  you  that  much  to  wai 

Three  stocks  that  still  appea 
cheap  today:  Department  stores  ai 
a  perennial  low-P/E  group,  in  spite « 
reasonably  good  earnings  growt 
and  strong  asset  values,  which  led  t 
several  takeovers  last  year.  Tv\» 
stocks  to  look  at:  Federated  Depar, 
merit  Stores  (92)  should  show  a  bett« 
than  15%  increase  in  earnings  th 
year  and  another  gain  in  1988. 
trades  at  a  P/E  of  1 5  and  yields  3.2% 

Mays  Department  Stores'  (45)  earn 
ings  are  coming  in  better  than  el 
pected  after  the  acquisition  of  Ass« 
ciated  Dry  Goods  last  year.  Ma) 
reported  earnings  of  $2.33  per  shai 
for  1986,  which  should  improve  b 
more  than  25%  this  year.  Ma) 
trades  at  a  P/E  of  1 8  and  yields  2.5% 

General  Dynamics  (65)  is  a  classi 
unloved  and  unwanted  stock.  GD 
down  25%  from  its  first-quart< 
1985  high,  while  the  market  h; 
moved  up  almost  40%.  It  has  ii 
creased  earnings  at  better  than  30c 
over  the  past  five  years  and  shod 
see  a  near-30%  gain,  to  $11  pi 
share  in  1987,  with  further  in 
provements  ahead.  The  stock  tradt 
at  a  P/E  of  7,  yielding  1.5%.  ■ 
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MONEY  &  INVESTMENTS 


3  nyour.  company,  Mary  hates  Kathy  and 
3rian  loathes  Warren.  All  are  valued 
vorkers.  What  to  do  about  the  situation? 
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PROBLEMS  NOT 
WORTH  SOLVING 


By  Srully  Blotnick 


Pi—  «  | 


Tany  years  of  studying  highly  paid 
lanagers  has  persuaded  me  that 
lost  of  them  would  do  better  if 
ey  understood  that  not  every 
roblem  they  confront  in  their  busi- 
ess  lives  is  worth  solving.  Too 


HOW 


1 JPP  mch  time  is  spent  fixing  things 
lat  aren't  all  that  badly  broken. 
Take  the  often  occurring  situa- 
on  in  which  two  subordinates 
km  3n;t  get  along,  an  experience  more 
31  1  lan  70%  of  the  managers  I  recently 
ity  irveyed  reported  having  had  at  one 
u™  pne  or  another  as  supervisors.  In  a 
epical  instance,  Brian,  39,  and  War- 
:n,  37,  detested  each  other  from 
ie  start.  Both  have  worked  in  the 
arketing  division  of  a  major  finan- 
al  services  firm  for  the  past  four 
nofAs  ;ars  of  Warren,  Brian  told  me: 
ar.  M  r0  know  him  is  to  despise  him." 
p&  Each  considers  the  other  untrust- 
nprovt  orthy,  deceitful  and  too  aggres- 
*  ™  ke.  Ken,  their  54-year-old  boss, 
;lds 2.5  Jould  like  them  to  get  along  better. 
5  a  clas  Rome  people  forgive  and  forget  af- 
)ck.Gi  <r  a  while,"  he  said  philosophical- 
stqm  ,  "but  these  two  show  no  sign  of 
larket  jtting  up.  . They  really  get  on  each 
It  has  jher's  case.  They  remind  me  of  my 
thanl  kildren."  (He  has  three  boys,  now 

ully  Blotnick  is  a  business  psychologist 

  <d  author  of  Ambitious  Men:  Their  Drives, 

u     earns  and  Delusions,  Just  published  by 
*    ting  Press. 


grown;  the  youngest  is  23.) 

Perhaps  because  he  felt  com- 
pelled to  help  resolve  the  sibling 
rivalries  that  broke  out  on  the  home 
front,  he  considered  it  natural  to  do 
it  again  years  later  at  the  office. 

Ken  is  making  a  big  mistake.  He 
is  at  home  in  his  office  and,  on  the 
other  hand,  often  treats  his  home  as 
an  extension  of  his  office.  Neverthe- 
less, the  dissimilarities  between  the 
two  situations  are  more  important 
than  the  features  they  share. 

Children  compete  openly;  they 
aren't  good  at  hiding  their  desires  to 
outdo  their  brothers  and  sisters  in 
winning  parental  attention.  When 
they  express  that  competition  with 
a  baseball  bat  wielded  at  a  sibling, 
bones  get  broken.  Few  bones  get 
broken  in  office  squabbles,  which 
almost  always  remain  verbal. 

Young  managers,  unlike  kids, 
have  learned  how  to  mask  the  large- 
ly psychological  nature  of  their 
competition.  They  make  the  rivalry 
seem  merely  a  reflection  of  finan- 
cial and  intellectual  differences. 
That's  the  case  with  Warren  and 
Brian.  Neither  tells  Ken  he  despises 
the  other.  But  they  constantly  take 
opposite  sides  when  questions  arise. 
Ken  has  squandered  much  time  and 
emotion  trying  to  get  the  two  on  the 
same  side  of  the  fence. 

A  certain  amount  of  squabbling 
among  subordinates  is  normal  and 
even  healthy  to  a  degree.  After  all, 
pay  raises  and  promotions  are  at 
stake,  and  the  larger  the  prize,  the 
more  intense  the  competition.  In 
most  cases,  this  is  a  productive 
prod,  making  people  work  harder 
than  they  otherwise  would  so  as  not 
to  be  shown  up  by  a  peer.  The  situa- 
tion can  deteriorate  into  an  allout 
business  battle,  an  in-house  war 


about  position  and  power  that 
causes  both  rivals  to  lose  sight  of 
their  real  purpose  for  being  at  the 
firm.  However,  then  and  only  then 
is  it  worthwhile  for  a  manager  to 
step  in  and  say — in  brief,  no-non- 
sense terms — "That's  enough  bick- 
ering, now  let's  all  get  back  to 
work."  Channel  the  rivalry,  but 
don't  exhaust  yourself  in  a.  futile 
effort  to  get  your  assistants  to  love 
one  another — or  even  appear  to. 

In  a  world  as  psychologically  ori- 
ented as  ours — one  in  which  people 
feel  that  they  know  at  least  a  little 
about  the  human  psyche,  and  per- 
haps a  great  deal — it  may  sound  cal- 
lous to  suggest  that  managers  are 
wasting  their  time  trying  hard  to 
figure  out  how  to  run  a  happy,  har- 
monious shop.  But  they  are.  It  is  not 
too  much  to  insist  that  the  people 
under  you  abstain  from  fisticuffs, 
yet  it  is  foolish  and  even  self-defeat- 
ing to  expect  that  competitive  peo- 
ple thrown  into  the  same  place  and 
sharing  many  of  the  same  tasks  will 
display  brotherly — or  sisterly — love 
toward  one  another.  In  fact,  some  of 
the  most  productive  companies  I 
study  are  rife  with  barely  contained 
internal  rivalries. 

Managers  who  play  psychologist 
and  attempt  to  figure  out  a  subor- 
dinate's mood  swings  are  also  tack- 
ling a  problem  they  can't  solve.  In 
most  cases,  these  situations  turn 
into  classic  examples  of  "the  road 
to  hell  is  paved  with  good  inten- 
tions." Why?  Because  both  wind  up 
doing  less  work,  as  the  junior  part- 
ner of  the  pair  comes  to  the  office 
each  day  with  yet  another  revela- 
tion about  his  prior  day's  emotions. 

Particularly  if  depression  is  in- 
volved, the  attention  to  a  symptom 
instead  of  to  the  underlying  cause 
may  serve  only  to  exacerbate  the 
problem.  It  hasn't  really  been  solved 
anyway,  and  turning  it  into  office 
chatter  trivializes  what  may  be  a 
serious  and  even  potentially  life- 
threatening  difficulty. 

The  problem-solving  orientation 
of  U.S.  managers  is  a  wonderful 
thing  so  long  as  it  isn't  carried  to 
ridiculous  extremes.  Too  often  to- 
day it  is,  resulting  in  a  waste  of 
valuable  time.  So,  next  time  you 
start  to  tackle  a  "human"  problem 
in  your  office,  first  ask  yourself:  Is  it 
one  that  demands  solution?  In 
many  cases,  especially  those  involv- 
ing personal  relationships,  the  an- 
swer is  no.  Remember:  Good  profes- 
sional managers  usually  make  poor 
amateur  shrinks.  ■ 
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BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.007sq.  ft. 


Modem  technology,  excellent  craftsmanship,  and  Ameri- 
can Ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard features  not  tound  in  homes  selling  at  twice  the  price 


VI* 


•  Quality  Construction 

•  FHA  and  VA  Accepted 

•  Interior  Design 
Flexibility 


•  Fully  Insulated  •  Bullt-ln  Computer  Center 

•  Thermo  Pane  Windows  which  allows  the  home 

•  Cathedral  Ceilings         to  perform  many  tunc 

•  Exterior  Decks  tlons  lor  the  occupants. 

EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales 

Protected  Territory  No  Real  Estate  License  Reauired 

Factory  Training  Investment  Secured  by  Model  Home 

Unlimited  Income  Potential 


Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model  home 
Home  may  be  lived  in  or  used  as  an  office. 

Call  Mr.  Farb 
Phone  #  (404)  479-9700 
R0.  Drawer  1569,  Canton,  GA  30114-1569 


REAL  ESTATE 


REAL  ESTATE 


Wyoming  Ranches 


Moose  Willow  Ranch 

Loc  ated  12  miles  north  of  Dubois, 
WY.  Hill  deeded  acres,  2700  square 
foot  lodge  &  foreman's  quarters. 
This  property  offers  excellent  hunt- 
ing, fishing  and  outfitting  offered  at 
$•100,000. 


Sullivan  Ranch 

1 24,000  acres  in  the  heart  of  Wyoming 
grassland.  Property  is  well-watered 
and  fenced  to  14  workable  pastures . 
Excellent  improvements.  Great  cattle 
ranch.  $1,990,000 


Lowham  Associates 
PO  Box  567 

Casper,  Wyoming  82602 
Phone  307-237  2507 


Brochure  and  Video  Available 


MENDHAM,  NEW  JERSEY 

English  Tudor  Mansion  on 
39 +  /  — pastoral  acres  with  stream 
Comprises  26.000  sq.  ft.  with 
50  +  /  -  rooms;  historic  church  bldi;., 
2  cottages  40  miles  from  NYC. 
$3,800,000         Brochure  #FB  8-58 

SOTHEBY'S  INTERNATIONAL 
REALTY 

1334  York  Ave. .  New  York,  NY  10021 
212/606-7070 

Exclusive  Affiliate 

TURPIN  REAL  ESTATE,  INC. 

201/543-7400  , 


V 


CODY,  WY — In  the  massive  moun- 
tain country  surrounding  Yellowstone 
Park  it  takes  1000  acres  to  "own  your 
boundaries  "  The  Four  Bear  Ranch  is 
such  a  property.  Nestled  under  Jim 
Peak,  the  architect  designed  main  resi- 
dence blends  with  a  landscape  which 
includes  open  hills,  a  creashing  moun- 
tain stream,  aspen  groves,  and  pine 
forests.  The  view  is  indescribable  and 
the  property  includes  a  caretaker's 
house,  barn,  and  the  original  log  home 
which  is  truly  one  of  a  kind.  All  locat- 
ed only  a  short  drive  from  Cody  with 
"locked  gate"  privacy.  Contact  Ex- 
clusive Agent  for  the  Sellers:  Hall  & 
Hall,  Inc.,  P.O.  Box  1924,  Billings, 
M  l  59103  (406)  252-2155. 


IN  LEGENDARY  KEY  LARGO, 

a  world  away,  yet  only_55  mi.  from  Miami, 
overlooking  the  coral  seas  ol  the  only  US 
underwater  park;  a  brilliant  blend  of  marble, 
wood  and  rose  quart/  create  elegance  in  4 
Bedroom/ 5  bath  home  with  dockage  for  your 
yacht — a  knot  away  from  finest  fishing, 
diving  &  home  port  for  your  Caribbean 
cruising.  GANIM1  REALTY.  INC.  9%% 
O/Scas  Hwy.  Key  Largo.  FL  33037  (305) 
451-0541  ..r  852-4577 


FLORIDA  HORSE  FARM! 

40  acre  Arabian  horse  farm  located 
in  Marion  County  Prime  location  in 
the  heart  of  Florida's  horse  industry, 
and  close  to  1-75.  Gently  rolling 
property,  completely  fenced  and 
cross-fenced,  with  oak.  pine,  and 
cedar  trees  abounding.  A  new  12 
stall  barn  just  completed,  and  a  60' 
mobile  home.  For  sale  or  possible 
trade  for  New  York  State  property. 
Can  divide 

FARM  PO  BOX  4248.  Margate,  FL. 
33063  (305)  946-9169 


PROFESSIONAL  SERVICES 


Secluded  Residential  Environment 

Provides  Psychiatric,  Chemical 
Dependency  And  Geriatric  Services 


just  20  minutes  from  Geneva, 
Switzerland.  La  Metairie  Clinic  is  a  serene 
home  like  facility  located  on  Lake  Geneva. 
The  internationally  recognized  staff  pro- 
vides medically  directed  therapeutic 
programs. 

The  clinic  features  old-world 
antiques,  four  acres  of  park-like  grounds, 
meals  in  an  intimate  dining  room  and  a 
variety  of  sports  or  leisure  activities. 

Individualized  treatment  plans  and 


programs  are  far  removed  from  tl 
American  pace. 

La  Metairie  is  owned  and 
ated  by  Charter  Medical  Corpor) 
recognized  as  a  leading  provider 
chiatric  and  chemical  dependenc 
grams  in  the  US. 

For  information  contact  Mri 
Godschalk,  Charter  Medicai  Inn 
tional.  PO  Box  209,  Macon,  G« 
3I298;  (9I2)  742-II6I. 


BUSINESS  OPPORTUNITIES 


Learn  how  you  can  cash  in 
on  the  coming  travel  boom... 


Learn  how  you  can  multiply  your  net 
worth  us  the  owner  ol  your  own  Travel 
Agency 

Learn  why  your  Iravel  agency  will  be  a 
Blue  Chip  investment.  Learn  why  the 
iravel  industry  is  on  the  verge  of  a  maior 
boom! 

This  is  your  opportunity  to  make  a  deci- 
sive breakthrough  in  your  business  career. 

Performance  Travel  Systems  has  the 
step  by  slep  method  leading  to  your  suc- 
cess. You  will  receive  the  total  all  inclu 
sive  system  and  complete  training.  Get 
the  inside  lacts.  (itll  or  write  today. 

Performance  Travel  Systems 
1-804-877-2734 

306  Denbigh  Mall 
Newport  News,  VA  23602 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

...  If  you  have  a  sound,  successful 
business  background  with  high  past 
earnings,  can  easily  and  confidently 
communicate  with  business  leaders 
and  you're  in  a  position  to  call  your  own 
shots  Utilize  your  talents  to  the  utmost 
in  a  fast  moving,  challenging,  profes- 
sional business.  We  are  seeking  only 
that  individual  who  can  relate  to  earning 
$250,000  and  more  per  year.  Complete 
training  and  continuous  support  pro- 
vided We  are  a  17-year-old  interna- 
tional loan  finance  corporation  seeking 
directors  $9,800  refundable  deposit 
will  be  required  Principals  only 

Call  518-765-2016 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  hav.e,  ask  them 
Call  today  for  tree  intormation 

23131  VBRDUGO  DRIVE 
LAG  UN  A  HILLS,  CA  92653-1347. 
CALL  1-800-854-3321 


S:CapitalistTool@ 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


FRANCHISING 


FRANCHISE 


Your  Busi, 


FRANCHISE  CONSULTING  GRO 

101  Derby  Slreel.  Hingham,  Mfl 
In  Mass  (617)  740-2211 
Outside  Mass  1800)  358-80 


REAL  ESTATE 


Own  Spectacular  L 
40  acres  in  the  Colo 
Rockies.  $30,000  and 
down,  9%  financing. 

Forbes  Wagon  Creek  P 

Box  303,  Fort  Garland,  O 
(303)  379-3263 


FORBES 

MARKET/CLAS-4 

Listings  are  accepted  aj 
cretion  of  the  publisher 
sold  in  basic  units  of  on^ 
agate  lines)  for  regula 
and  two  inches  (28  agat^ 
display  advertisements 
space  over  specified  mil 
sold  at  the  appropriate  i 
rates. 

Advertising  closing  da| 
month  preceding  date  o 

Frequency  discounts  I 
Payment  must  accompli 
unless  from  accredited  I 


FOR  ADDITIONAL  INFOF 
WRITE  OR  CALlil 

LINDA  L0REN 
FORBES  MARKET  CIP\ 

60  Fifth  Avenue,  New  York 
(212)  620-244 
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WINE  CELLARS 


WINE  CELLARS 


INECELLARS-USA 


'ice; 


eller  •  Original  American  Handmade 

Retail  YourCost 

iottle(Picturcd)  $2495$1495 

Iottle  2  French  Doors  3495  1995 

pottle  Twin  Unit   4495  2795 

iottle  Vertical   1995  1195 

iottle  Credenza  (2  door)  2495  1495 

iottleGlassdoor(not  handmade)  499 
Construction  •  Oak  Exterior  •  Redwood  Racks 
ilar  wine  racks  from  1  2  to  20,000  bottles.  Request  our  wines 
lar  catalog.  Lifetime  guaranty  on  racks,  5  y r  on  compressor. 

t'mpic  Sales  C  O.  Since  1947 

LaBreaAve.,  Los  Angeles, CA90036  Visa/AmEx/MC 
421-8045orinCA(213)937-3221    •    We  Ship  Anywhere. 
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ST  FACTS 
I0UT  FORBES 
IBSCRIBERS: 

otal  paid  circula- 
720,000 


ir  companies 
ard  of  directors 


48,480  are  in  top 
nagement  positions 


48,584  serve  on 
ards  of  one  or 
)re  companies 


.verage  household 
me:  $138,935 


verage  Net  worth: 
146,363 


ORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
$1  per  unit  postage  card 
ndling.  Send  check  to: 
SE  JONES  BOX  CORP. 
:pt.  FB,  PO.  Box  5120 
uladelphia,  PA  19141 
r  call  1  800-972-5858 



FINANCIAL  SERVICES 

r  IMMEDIATE  CASH  * 
FOR 

ACCOUNTS  RECEIVABLE 

NO  RED  TAPE— NO  DELAY 

TOWERS 
CREDIT  CORPORATION 

A  subsidiary  of  TFC  Towers 
Financial  Corporation,  on  OTC  Company 

200  Madison  Avenue 
New  York,  NY  10016 

212-696-0505 

Outside  New  York  State 

L    800-553-3322  a 


FUTURES  .  .  .  QUALITY 

Sound  advice  on  the  BKST  Managed  Fu- 
tures investments  for  you.  Over  30  CTA's 
evaluated  for  client  suitability.  For  details 
call  NOW  Mr  Young.  Exec  V  P  or  Mr. 
Pollvogi,  VP 

E  REE  sample  newsletter. 
CALIFORNIA  MANAGED  ACCOUNTS 
800-888-1987 


FINE  ART 


SALVADOR  DALI 

Well  known  expert  authority  on  Salvador 
Dali  will  sell  works  out  of  personal  collec- 
tion at  dealer  prices.  Drawings,  watercol- 
ors,  graphics  &  oils.  Also  works  by  many 
other  artists  including  Magritte,  Miro  Pi- 
casso, Fini,  Chagal  &  Roualt,  Warhol. 
Julien  Aime,  Apt  3E  1150  Fifth  Avenue, 
New  York,  MY  10128 

212-348-5727 


BUSINESS  PUBLICATIONS 


DIRECTORS,  OFFICERS,  & 
STOCKHOLDERS 


FREE  ISSUE  OF  NEWSLETTER 

D  &  O  liability  and  shareholders'  rights 
examined  monthly  Practical  Authoritative 
Delaware  Corporation  Law  Update 

1300  N  Market  St.,  #501,  P.O.  Box  2325, 
Wilmington,  DE  19899.  800-527  3949 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


SAIL  BACK 
TO  A 
GOLDEN  AGE... 


with  beautifully  handcrafted 
museum-quality  ships.  Each  one 
painstakingly  assembled  in  scale  by  the 
finest  model  craftsmen.  Perfect  for  boardrooms, 
lobbies,  executive  offices,  or  corporate  gifts. 


FOR  A  COMPLETE  COLOR  PORTFOLIO  WITH  HISTORICAL  DATA  SEND  $3.00  TO: 

GOLDEN  AGE  SHIPS 

P.O.  Box  1661    HIGHLAND  PARK.  IL  60035 


CORPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


Better  than  Lacoste  or  Ralph  Lauren! 


YOUR  logo  embroidered  on  great  quality  100%  cotton  polo  shirts. 

Why  pay  outrageous  prices  for  100%  cotton  polo  shirts  with  someone  else's  logo,  when 
for  less  money  we'll  put  your  logo  on  a  better  quality  shin  and  guarantee  that  shirt  for  at 
least  an  entire  year.  Minimum  order  just  six  shirts!  For  a  brochure,  price  list  and  FREE 
CLOTH  SAMPLES  call  1-800-84-SH1RT  (in  NY  718-782-0200). 

The  Queensboro  Shirt  Company 

.  Jept  F-2  119N,  Uth  St.,  Greenpoint,  NY  11211  


EXECUTIVE  SERVICES 


MERCHANDISE 


Neck  Ties  Narrowed 

Rediscover  some  old  triends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  }M"  |or 
state  widtlil  Great  Birth- 
day or  Christmas  gift 
Send  St 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd ,  Dept  O 
San  Francisco.  CA  94  1 3  I        |415|  585-6100 


TRAVEL 


WE'VE  GOT  YOUR  ISLAND 
ISLANDS  UNLIMITED,  INC. 

Fine  Charter  Yachts,  Crewed  Or  Bareboat 
Caribbean,  Polynesia.  Bahamas  The  Best 
Vacation  Value  Available  lor  discriminat- 
ing tastes 

We  know  enough  to  do  it  right 
Islands  Unlimited  Inc. 
Box  1741    Tellunde.  Co  81435 
1-800-354-8822 


STOP  SWEAT 
FOR  6  WEEKS 


ORIONIC ■'  —  the  heavy 
sweater  s  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drionic  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Send  for 
free  information. 
Clinical  studies 
available  to  physicians. 

GENERAL  MEDICAL  CO 
Dept.  FOB-  3 
1935  Armacost  Ave 

Los  Angeles.  CA  90025 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog.  Satisfaction  Gtd 
for  20  years'  Member: 

Jewelers  Board  ol  Trade 
Chamber  Commerce 
HOUSE  OF  ONYX 
No  One  Main  Street 
Greenville.  Kentucky.  42345 
TOLL  FREE  1-800-626-8352 


COMPUTER  SOFTWARE 


QUANTix  Portfolio  Evaluator 

3.0  Version  5  Quantitative  Valuation 
Models  Cash  Flow.  Diversification, 
U/hat  If  Analysis  Track  Performance, 
Commissions.  Sold  Positions.  Down- 
load Upload  Data  Multiple  Portfolios 
IBM  Clones  $395.  (800J  247-6354. 

5900  N  Port  Washington  Rd.. 
Milwaukee.  Wisconsin  53217 


Commodities 


MONEY  &  INVESTMENTS 


If  you  are  nervous  about  your  equity 
portfolio  but  dorit  want  to  sell  out  just 
yet,  consider  buying  some  S&P  500 puts. 

SLEEP  INSURANCE 


By  Stanley  W.  Angrist 


After  the  stock  market's  phenome- 
nal rise  over  the  past  five  years, 
should  prudent  investors  pick  up 
their  marbles  and  go  home?  If  so, 
how?  This  column  will  suggest  one 
of  several  ways  to  hang  around  for 
additional  fireworks  and,  at  the 
same  time,  perhaps  let  you  sleep  a 
little  more  soundly. 

The  strategy  I  propose  for  protect- 
ing your  portfolio  gains  isn't  com- 
plicated— it  simply  involves  buying 
put  options  on  the  S&P  500  for  your 
portfolio.  Such  an  option  gives  the 
buyer  the  right,  but  not  the  obliga- 
tion, to  sell  the  underlying  S&P  500 
futures  contract  short  at  the  option 
strike  price  any  time  until  the  op- 
tion expires.  The  option  strike  price 
establishes  a  minimum  selling  price 
on  the  stocks  making  up  the  S&P 
500.  In  effect,  the  put  provides  the 
insurance.  The  option  premium  is 
the  cost  of  that  insurance.  The  good 
thing  about  this  insurance — unlike 
simply  selling  out  your  portfolio — 
is  that  if  you  are  wrong  and  the 
market  doesn't  sell  off,  you  will  still 
enjoy  any  price  appreciation  your 
portfolio  experiences,  less  the  cash 
you  put  down  for  the  put. 

In  order  to  set  up  protection  for 

Startle)'  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


your  portfolio  you  must  decide  two 
things:  What  fraction  of  the  portfo- 
lio do  you  want  to  protect?  And, 
how  responsive  is  your  portfolio  to 
general  market  movements? 

Such  responsiveness  is  measured 
by  the  so-called  beta  factor.  It  is  the 
fraction  by  which  your  portfolio 
changes  for  a  given  change  in  the 
stock  market  as  a  whole,  in  this 
case  represented  by  the  S&P  500 
cash  index.  For  example,  suppose 
your  portfolio  has  risen  only  9%, 
while  the  S&P  has  gone  up  10%  in 
the  last  couple  of  months.  That 
means,  at  least  in  the  short  term, 
that  your  portfolio  has  a  beta  of  0.9. 

Here's  an  example  of  a  hedging 
program  at  work.  Suppose  that  the 
S&P  cash  index  is  currently  at 
282.00,  and  you  have  determined 
that  your  portfolio  has  a  beta  of  0.9 
relative  to  the  S&P.  Suppose,  too, 
that  you  would  like  to  hedge 
$156,666  of  your  $200,000  portfolio, 


or  about  78%  of  its  total  value.  1 
number  of  puts  required  to  hedge 
determined  by  dividing  the  dol 
value  of  the  hedged  portion  of  ( 
portfolio  ($156,666)  by  the  doj 
value  of  the  S&P  500  cash  indi 
This  value  is  found  by  multiply] 
the  cash  value  of  the  index  ($282. 
by  $500.  Then  multiply  the  rest 
ing  quotient  by  your  portfolio's  be 

I  manipulated  the  numbers 
make  the  answer  come  out  to  c 
put,  but  you  get  the  idea.  I  selecte 
September  280  put  with  a  str; 
price  just  under  the  cash  value 
the  index;  such  a  put  gives  you  1 
right  to  sell  one  S&P  500  futu 
contract  short  at  a  price  of  280 
costs  13.30  points,  or,  when  mu 
plied  by  the  $500-per-point  conv 
sion  factor,  $6,650  for  insurance 

The  break-even  point  would 
cur  after  a  7%  drop  in  the  S&P  a 
index.  If  you  are  not  expecting 
drop  at  least  that  severe,  it  woi 
not  pay  to  institute  this  plan.  1 
market  would  also  have  to.  r 
about  7%  in  order  to  pay  for  the  p 
The  table  below  details  the  effect 
this  strategy  on  your  portfolio 

You  might  argue  that  downs; 
protection  could  also  be  achieved 
simply  shorting  the  S&P  futu: 
contract.  True,  but  if  the  marl 
continues  to  rise  you  would  not  t 
joy  very  much  of  that  appreciatic 

Should  you  hedge  your  portfo 
against  a  selloff?  That  is  the  imp 
tant  question  each  individual  inv 
tor  must  answer  for  himself  ba? 
on  his  own  expectations  of  marl 
performance.  If  you  believe  a  si 
stantial  selloff  (greater  than  7% 
on  the  way,  you  might  want  tl 
kind  of  protection.  ■ 


Ins 
it 


Pass  the  puts,  please 


Here  is  an  example  of  how  you  can  use  S&P  500  puts  to  protect  your 
equities  portfolio  against  a  sharp  selloff  in  the  stock  market.  This 
example  assumes  the  cash  value  of  the  S&P  index  is  282.00.  The 
portfolio  is  assumed  to  have  a  beta  of  0.9  relative  to  the  S&P.  The 
hedge  is  accomplished  by  purchasing  one  September  280  put  for  a 
cost  of  $6,650  (13.30  points).  The  break-even  point  for  this  hedging 
strategy  occurs  at  about  a  plus  or  minus  7%  change  in  the  S&P. 


Market 
change 


Value  of  S&P 
points 


Option 
P/L 


-Portfolio  P/L- 


unhedged 


hedged 


+  15% 


324.30 


$-6,650 


$19,035 


$12,385 


+  10 


310.20 


-6,650 


12,690 


6,040 


+  5 


296.10 


-6,650 


6,345 


305 


Unchanged 


282.00 


-6,650 


0 


-6,650 


267.90 


6,050 


6,345 


295 


-10 


253.80 


13,100 


-12,690 


410 


-15 


239.70 


20,150 


-19,035 


1,115 


mmm 


FORBES,  [UNE  1, 


10  MILLION  VAN  GOGH  . . . 

yntinued  from  p.  20) 
Far  Hills,  New  Jersey,  estate,  Forbes  stated: 


'  'Over  a  number  of  years  in  the  course  of  work  as  an 
tor  and  publisher  of  magazines  and  books,  I  have  been 
{posed"  to  art  and  to  some  with  a  knowledge  of 
|10.^  . . .  With  none  of  the  knowledge  of  the  knowledgeable 
;  ,i  i  a  total  inability  to  draw  even  a  stick  figure,  I  found 
-elf  accumulating  pictures — unfortunately  not  always 
ded  by  the  fine  taste  and  better  judgment  of  a  tolerant 
'lie  whose  hobby  is  painting.  [Roberta  Forbes  attended 
N.Y.  School  of  Interior  Design.] 
'This  first  Shelter  Exhibition,  no  matter  what  else 
ght  be  said  of  it,  proves  anew  one  important  thing — 
j  /one  can  collect.  Right  now,  I  am  sure  all  these  paint- 
J 1  s  are  great  simply  because  I  like  them.  The  fact  that  you 
other  authorities  might  consider  many  of  them  or 
•  st  of  them  awful  is,  of  course,  what  makes  the  art 


futi  .< 


en  mi 


lan  7% 
want 


pecc 

•'•  '*  rket  even  more  unpredictable  than  the  stock  market.' 
11  Forbes'  collection,  as  one  might  expect,  is  over- 
,,,!,,  elmingly  eclectic,  ranging  from  Old  Masters  and 
ti:  ental  china  (he  specializes  in  Lowestoft)  to  Andy 
rhol  and  Frank  Stella.  During  the  early  1960's,  when 
i  began  collecting  in  earnest,  he  was  interested  in 
I  i:  itemporary  neo-realism  by  lesser-known  artists  like 
1  a}  Iter  Stuempfig  and  Edward  Melcarth.  More  recently, 
has  developed  two  quite  disparate  passions.  One  is  the 
eled  art  objects  of  Carl  Faberge.  During  a  trip  to 
ncin;:  idon  one  Easter,  he  bought  a  Faberge  egg  for  his  wife, 
3  was  'thrilled'  with  the  gift.  Forbes  himself  found  he 
„  j  attracted  by  the  'variety,  uniqueness  and  beauty'  of 
.,  i  erge's  creations — 'Nobody  else  is  in  the  same  league 
h  him,'  he  says — and  he  commenced  accumulating 
m  in  earnest.  At  an  auction  about  five  years  ago,  he 
it  up  to  $50,000  to  obtain  a  rare  Imperial  egg  and  later 
overed  that  the  man  he  was  bidding  against  was  no 
er  than  Alexander  Schaffer  of  A  La  Vieille  Russie,  the 
or  Faberge  dealer.  Since  then,  Schaffer  has  represent- 
Forbes  at  numerous  sales — with  his  help  Forbes 
ght  up  much  of  the  Christie  Faberge  collection  when 
ecame  available  a  few  years  ago— and  Forbes  now 
s  close  to  75  pieces,  including  five  Imperial  eggs, 
cing  his  collection  one  of  the  largest  in  private  hands, 
hlis  other  passion  has  been  kinetic  art,  acquired  mostly 
ugh  the  Howard  Wise  Gallery,  which  appeals  to  him 
■art  because  it  is  so  difficult  to  collect  in  quantity.  'It 
to  be  constantly  maintained,'  he  points  out.  'Motors 
down,  bulbs  burn  out,  things  compose  and  decompose, 
i  need  people  around  who  can  fix  motors  and  lights.' 
ies  is  in  a  position  to  make  those  people  available. 
While  Forbes  has  no  grand  illusions  about  the  depth 
is  artistic  sophistication,  he  is  somewhat  sensitive  to 
suggestion  that  he  might  perhaps  be  deficient  in  the 


dollars-and-cents  aspects  of  collecting.  Though  he  feels 
the  first  Van  Gogh  was  probably  worth  $1.3  million — 'I 
guess  it's  not  as  important  as  some  of  his  other  paint- 
ings, but  it  is  both  unique  and  typical,  if  you  get  what  I 
mean,  and  it's  probably  the  best  that's  likely  to  be  for 
sale  in  a  long  time' — he  is  still  a  little  embarrassed  by 
having  succumbed  briefly  to  auction  fever.  Nevertheless 
he  hastens  to  point  out  that  he  made  two  successful 
purchases  at  the  same  auction  and  that  both  were,  in  his 
view,  distinct  'bargains.' 

"  'I  did  a  lot  better  than  I  ever  would  have  from  a  dealer,' 
he  told  a  visitor,  for  whom  he  had  put  the  two  works — 
Vlaminck's  L'Eglise  and  Renoir's  Deux  Femmes  sur  la  Porte 
de  I  'Atelier — on  display  in  his  cozy,  paneled  office,  which  is 
brimming  with  a  melange  of  objets.  He  had  checked  prices 
on  Vlaminck  at  15  galleries,  he  said,  and  had  even  flown 
down  to  Palm  Beach  for  a  show  of  Vlamincks  a  week 
before  the  auction.  Prices,  he  found,  ranged  from  $30,000 
for  small  still  lifes  to  $70,000  for  larger  landscapes.  His 
own  acquisition,  he  asserted,  was  'first-rate,  better  than 
almost  any  I'd  seen'  and  still  he  was  able  to  get  it  for  a  mere 
$24,000,  'which  is  only  a  third  of  what  it  would  cost  in  a 
gallery.'  The  Renoir,  too,  though  quite  small  (20"xl53/4"), 
cost  him  just  $35,000.  'One  of  the  things  that  appealed  to 
me  about  it  was  that  it  was  painted  during  the  last  few 
months  of  Renoir's  life,  when  he  was  practically  on  his 
deathbed,  and  I  understand  they  had  to  strap  his  brushes  to 
his  wrists  so  he  could  paint.  And  still  he  was  able  to  do 
something  like  that.' 

"Forbes  shook  his  head  back  and  forth  several  times, 
and  gazed  lovingly  at  his  new  purchases.  'Collecting  is 
like  education,'  he  went  on.  'There  is  an  unending 
horizon  if  you  really  get  turned  on.'  He  paused  for  a 
moment.  'But  I'll  tell  you  one  thing:  It  can  be  a  very 
virulent  disease.'  " 

I  hadn't  realized  how  very  virulent  indeed  this  disease 
would  be.  In  my  case,  it  has  raged  for  the  past  18  years 
and  as  yet  gives  no  sign  of  abating. 


-1ft 
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Paysarmes  Hecbant 
P.S.  A  short  time  after  the  auction  as  a  sort  of  consola- 
tion, we  acquired  this  lovely  Van  Gogh  "wash"  for 
$63,750.  Today  it's  appraised  by  assorted  authorities  at 
$200,000  to  $300,000.  To  a  Scotsman,  that  is-  consolation. 
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Streetwalker 

Edited  by  Thomas  Jaffe 
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Gift  idea 

As  everyone  over  2  knows,  $2.4  bil- 
lion (sales)  Toys  "R"  Us  domi- 
nates the  U.S.  toy  retailing  business. 
But  $629  million  (sales)  Child  World, 
Inc.  is  proving  a  pesky  competitor. 

Child  World  was  part  of  Cole  Na- 
tional Corp.,  which  was  taken  private 
in  1984  through  a  leveraged  buyout  by 
Kohlberg  Kravis  Roberts  &  Co.,  the 
Cole  family  and  assorted  members  of 
management.  To  help  pay  down  debt, 
they  spun  Child  World  out  to  the 


A  Child  World  superstore 

Giving  competitors  the  business. 

public  in  1985.  There  are  1 1.5  million 
o-t-c  shares.  The  insiders  own  81%. 

From  its  base  in  Avon,  Mass.,  Child 
World  operates  135  stores  in  28  states. 
Last  year  it  got  a  new  president,  Gil- 
bert Wachsman,  known  for  boosting 
volume  at  Target  Stores.  Wachsman 
has  made  sales  forecasts  more  accu- 
rate and  made  reordering  merchan- 
dise from  suppliers  more  orderly,  and 
is  pricing  aggressively.  During  the 
1986  Christmas  season,  Child  World 
grabbed  market  share  from  discount- 
ers and  independents. 

Wachsman  has  opened  1  new  store 
so  far  this  year  and  plans  to  open  at 
least  15  more  before  year-end.  Toys 
"R"  Us  isn't  taking  the  challenge  ly- 
ing down  and  has  been  opening  stores 
in  such  Child  World  strongholds  as 
Cleveland  and  Pittsburgh.  Thomas 
an  analyst  at  Chicago's  Wil- 
'  .'oir  &  Co.  who  tracks  the  stock, 
did  World  is  working  hard  to 


refine  its  product  mix.  He  expects 
Child  World's  earnings  to  climb  36%, 
to  $1.25  a  share,  for  the  fiscal  year 
ending  Jan.  31,  1988.  The  following 
year  he's  looking  for  $1.75  a  share. 
Recent  price:  163A.  That's  13  times 
this  year's  likely  net,  as  against  Toys 
"R"  Us'  multiple  of  22. 

With  $43.5  million  in  cash,  the  bal- 
ance sheet  is  strong.  Long-term  debt  is 
mainly  in  capital  leases.  And  there 
remains  the  possibility  that  KKR  and 
the  Coles  will  sell  out  someday  so  as 
to  own  Cole  National  free  and  clear. 
Why  give  your  favorite  kid  an  $80 
Teddy  Ruxpin  bear  when  you  could 
give  him  four  shares  of  Child  World 
instead?— TJ. 


Oasis?  Or  mirage? 

ott's  Super  Markets,  Inc.  of  East 
Hartford,  Conn,  looks  like  a 
steal.  No  relation  to  the  Mott's  fruit 
juice  company,  Mott's  Super  Mar- 
kets is  a  $277  million  (sales)  compa- 
ny that  ran  in  the  red  in  1985  and 
1986.  But  it  sold  19  of  its  20  super- 
markets to  Shop-Rite  a  few  months 
back.  As  a  result,  Mott's  now  has 
some  $14  a  share  in  cash.  (An  over- 
funded  pension  plan  is  offset  by  the 
company's  debt.)  The  company  also 
owns  a  shopping  center,  a  50%  inter- 
est in  two  other  centers  and  various 
bits  and  pieces. 

Mott's  recent  market  price:  12,  on 
the  Amex. 

The  problem  appears  to  be  the  Mott 
and  Baskind  families.  Together  they 
control  more  than  60%  of  Mott's  2.8 
million  shares  and  have  so  far  shown 
no  interest  in  selling  the  company, 
liquidating  it  or  paying  a  big  dividend 
to  shareholders. 

Looks  like  a  great  value  play  on  the 
surface.  But  appearances  can  often  be 
deceiving. — T.J. 


On  the  mend 

The  hospital  management  group's 
shares  have  taken  a  hiding  since 
1983,  when  the  government  tightened 
the  guidelines  under  which  hospitals 
are  reimbursed  for  their  costs  in  treat- 
ing Medicare  and  Medicaid  patients. 
That  sent  admissions  and  occupancy 
rates  falling.  But  some  analysts  now 
think  the  worst  is  over.  Buy  recom- 
mendations have  recently  appeared 
on  Humana,  Hospital  Corp.  of  Ameri- 
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ca  and  National  Medical  Enterprise 

Why  isn't  $2.5  billion  (sales)  Ame 
can  Medical  International  among  tj 
favored?  An  oversight,  says  anal? 
Peter  Sidoti  of  Drexel  Burnham 

Beverly  Hills-headquartered  Al> 
Sidoti  explains,  is  again  generati 
positive  cash  flow,  currently  at  an  i 
nual  rate  of  $1 .65  a  share  and  imprc  m 
ing.  The  company  began  the  year  w 
almost  $2  billion  of  long-term  de 
more  than  twice  shareholders'  equi 
But  AMI  has  raised  money  by  sp 
ning  off  REITS  owning  various  A 
facilities.  Sidoti  says  AMI  will  light 
the  debt  load  by  $390  million  t 
year  and  by  another  $300  million 
1988.  Capital  expenditures  have  be 
cut  from  $410  million  last  year 
$250  million.  The  acquisition  bi 
get — an  estimated  $385  million  1. 
year — has  been  slashed  to  nothing. 

For  the  calendar  year  1987,  Sid 
looks  for  earnings  of  $  1 . 70  a  share.  1 
the  fiscal  year  ending  last  Aug 
AMI  lost  $1.12.  Recently  AMI's  8i 
million  NYSE  common  shares  w< 
trading  at  175/s,  a  modest  10  tin 
Sidoti's  earnings  estimate,  when 
P/Es  for  the  other  industry  lead 
ranged  between  12.5  and  15. 

Sidoti  agrees  his  estimate  is  higl  ;]e 
than  other  analysts'.  But  he  isn't  1 
only  bull  on  AMI.  In  February 
Leroy    Pesch,    through    his  Alp 
Health  Systems,  bid  $20  a  share 
AMI  and  quickly  raised  that  to  $1 
Management  turned  him  down,  1 
Pesch  may  be  biding  his  time.  It 
also  worth  noting  that  the  Bass  bro 
ers  own  11.4%,  the  Wedge  Grd 
5.5%.  Takeover  or  not,  Sidoti  loo 
for  the  stock  to  hit  24  inside 
months.— T.J. 
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Small  is  beautiful,  too 

Forbes  isn't  as  keen  as  some  o 
ers  are  on  prospects  for  major  II 
nois  banks,  now  that  the  last  barri 
to  regional  and  interstate  banking 
about  to  fall  in  the  Midwest  (Forb 
May  4).  But  here,  courtesy  of  Ja 
Cornwell  of  Milwaukee's  Blunt  E. 
&  Loewi,  are  a  couple  of  small-sc 
Chicago  banks.  These  are  small-< 
stocks — under  $100  million — that 
serve  close  attention  as  possible  ta. 
overs  someday. 

At  1 7  a  share,  State  National  Cc 
of  suburban  Evanston  (assets,  $& 
million)  sells  at  a  P/E  of  9  to  10  tin 
estimated   1987  earnings,  and 
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ghly  1.7  times  book  value,  below 
rage  for  the  Chicago  group.  There 
4.1  million  o-t-c  shares,  about 
%  owned  by  the  founding  Taylor 
nily.  Another  20%  is  owned  by 
ishington  National  Insurance. 
Mso  on  Comwell's  list  is  FNW 
rp.  It  is  the  result  of  a  December 
.  rger  between  Financial  National 
ncshares  (in  Elgin)  and  Northwest 
jurban  Bancorp,  (in  Mount  Pros- 
nerai  bt).  The  $787  million  (assets)  bank 
s  a  valuable  franchise  in  Chicago's 
t-growing  western  and  northwest- 
suburbs.  Among  the  top  midwest- 
banks  Cornwell  ranks  by  return 
equity,  FNW's  19.3%  return  puts 
bank  second  out  of  25. 
-Recently  trading  o-t-c  at  45,  FNW 
s  for  around  1 1  times  earnings  and 
about  180%  of  book.  More  than 
Yo  of  the  2.3  million  shares  out- 
nding  (there  will  be  a  2-for-l  split 
-  une)  are  owned  by  Charles  Black 
Herbert  Bruning,  who  controlled 
old  Northwest  Suburban. — T.J. 
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digestion? 

ryan  Elliott,  of  Atlanta's  Robin- 
son-Humphrey, thinks  he  has 
ltted  a  market  aberration  in  $105 
lion  (sales)  Ryan's  Family  Steak 
"•  uses  and  $13.8  million  (sales)  Fam- 
Steak  Houses  of  Florida, 
toe  of  the  country's  most  profit- 
restaurant  chains,  Ryan's  sales 
earnings  have  grown  a  compound 
!-  1  'o  and  48%,  respectively,  since 
9,  its  first  full  year  in  operation, 
ently  at  41  o-t-c,  the  stock  sells  for 
times  Elliott's  estimate  of  1987 
lings.  But  Elliott  says  the  stock  is 
th  it. 

amily  Steak  Houses  of  Florida?  It 
Ryan's  franchisee,  based  in  Nep- 
>>-  e  Beach,  Fla.  It  is  run  by  Eddie 
in  Jr.,  the  brother-in-law  of  Ryan's 
"■iftrman  and  founder,  Alvin  McCall 
I  irvin  owns  some  20%  of  the  10.8 
I :  lion  shares  that  will  be  outstand- 
t  after  a  3-f or-2  split  in  June, 
f  [  rniily  Steak  has  a  nonexclusive  li- 
3e  to  open  Ryan's  steak  houses  in 
ida,  and  has  opened  11  restau- 
s.  Royalty:  4%  of  gross  receipts, 
alyst  Elliott  doesn't  think  Fam- 
teak  is  a  bad  little  company.  But 
tock  is  trading  at  131/*,  and  Elliott 
cts  it  to  earn  just  22  cents  a  share 
year.  He  wonders  how  Family 
::-!.'.  ik  could  be  worth  60  times  earn- 
— especially  given  that  its  net 
gins  are  about  half  those  of  Ryan's 
that  its  expansion  possibilities 
geographically  limited.  Clearly  a 
:ntial  case  of  indigestion. — TJ. 


isets, 
to  10 
s  am 


SES,  JUNE  1,  1987 


The  Forbes  Guide 
To  Homes 
Estates  &  Properties 
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A  Showcase  for  Real  Estate  Advertisers 

The  FORBES  Guide  to  Homes,  Estates  &.  Properties  will  appear  in 
the  November  2,  1987  issue.  It  will  consist  entirely  of  real  estate  advertis- 
ing for  those  FORBES'  readers  who  want  to  buy  homes,  condos,  co-ops, 
vacation  or  retirement  homes,  homes  on  islands  and  homes  abroad.  All 
advertising  in  The  Guide  will  be  lA  or  Vi  page  units  which  appear  in  black 
and  white  or  four-color.  And  it  will  have  its  own  reader  service  card. 

FORBES  reaches  over  2.5  million  readers  and  core  market  of 
720,000  subscribers  with  an  average  income  of  $  1 39,000.  And  one  out  of 
every  three-and-a-half  is  a  millionaire.  It's  a  great  advertising  opportuni- 
ty to  reach  a  special  market  of  potential  real  estate  buyers. 

For  further  information  please  send  the  coupon  below  or  contact 
Linda  Loren  at  (212)  620-2440. 


Linda  Loren,  FORBES  Magazine,  60  Fifth  Ave.,  N.Y.,  N.Y.  10011 
YES:  I  want  to  learn  more  about  advertising  in  The  FORBES  Guide  To  Homes, 
Estates  &  Properties. 


Name 

Company 

Address 

Phone  ( 

) 

City 

State 

Zip 

Diversify  with  Vanguard 


NOW,  WITH  VANGUARD, 
YOU  CAN  BUILD  REAL  ESTATE 
INTO  YOUR  PORTFOLIO. 


Introducing 
Vanguard  Real  Estate  Fund  I, 
A  Sales-Commission-Free 
Income  Properties  Fund. 

•  Existing  U.S.  commercial  real  estate. 

•  Income-producing  properties. 
•Only  $2,000  for  IR  As. 

Our  new  Fund  will  invest  primarily  in  a 
diversified  selection  of  existing,  income- 
producing  commercial  properties,  such 
as  office  buildings,  shopping  centers  and 
industrial  parks,  located  throughout  the 
United  States. 

The  minimum  investment  for  Vanguard 
Real  Estate  Fund  I  is  $5,000,  or  $2,000  for 
IRAs  and  qualified  retirement  plans. 

If  you  are  interested  in  this  $100,000,000 
offering,  please  call  for  a  Vanguard  Real 
Estate  Fund  I  prospectus  included  in  the 
Information  Kit.  Or  send  the  coupon. 


Call  1-800-662-SHIP 
24  Hours,  7  Days 
IN  PHILADELPHIA  visit  our  Investment 
Center  at  1528  Walnut  Street. 

|~ Vanguard  Real  Estate  Fund  I,  A  Sales- 
Commission-Free  Income  Properties  Fund 
Investor  Information  Department 
Valley  Forge,  PA  19482 

Please  send  me  your  free  Vanguard  Real 

Estate  Fund  I  prospectus  included  in  the 

Information  Kit,  which  I  will  read  carefully 

before  I  invest  or  send  money. 

Also  send  information  on  □  IRA. 

I  am  a  Vanguard  Shareholder  □  Yes  DNo. 

Name  


"I 


Address. 


City/State/Zip  - 


Phone  L 


) 


( 


) 


(Day) 


(Evening)  FB-97-152 


THiVansuardGROUP 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  Fund  shares.  Such  an  offer  is  made 
only  by  a  prospectus,  copies  of  which  may  be  obtained  only  in  those  states  in  which  Fund  shares  may  be  offered 
lawfully.  The  Attorney  General  of  the  State  of  New  York  has  not  passed  on  or  endorsed  the  merits  of  thisoffering. 
Any  representation  to  the  contrary  is  unlawful.  Vanguard  Marketing  Corporation,  Distributor. 
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Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


A  La  Vieille  Russie   20 

Advance  Publications  (Random  House)    156 

Agnico-Eagle  Mines    194 

Airbus  Industrie   36 

Aldus  49 

All  Nippon  Airways  207 

Allegis  (United  Air  Lines)   166 

Allied-Lyons    114 

Alpha  Health  Systems   202 

American  Bakeries   68 

American  Bainck  Resources    194 

American  Express  (Shearson 

Lehman  Brothers)    39,  68,  190 

American  Leaders    190 

American  Medical  International  202 

Amgen    160 

AMI  Investment   38 

AMR  (American  Airlines)   166 

Arter  &.  Haddan   114 

Associated  Press  21 

Astral  Travel  Service   92 

Auction  Magazine   20 

Auto-trol  Technology    186 

Avon   84 

Bailard,  Biehl  &  Kaiser    194 

Baker  Hughes    184 

Bally  Manufacturing   68 

Banc  One   6,  170 

BankAmerica  (Charles  Schwab)   39 

Bank  of  Boston    170 

Barrington  Research   194 

Battle  Mountain  Gold   194 

BEA  Associates   152 

Bear,  Stearns    193 

Bell  Atlantic  (Bell  Telephone  Co 

of  Pennsylvania)    170 

BellSouth    16 

Bertelsmann  Publishing  Group 

(Bantam  Books)    156 

Bethlehem  Steel   27 

Black  Staff  Press   21 

D.H.  Blair   76 

William  Blair  202 

Blinder  Robinson  6 

Blunt  Ellis  &  Loewi   202 

Boating   80 

The  Bodhi  Tree   156 

Booz,  Allen  &  Hamilton  56 

Borg-Warner  39 

Boyden  International    170 

Breakwater  Resources   194 


Brookehill  Equities    152 

Alex.  Brown  &  Sons  52 

Browning-Ferns  industries   52 

California  Biotechnology   160 

Cambridge  Analytical  Associates   52 

Campbell  Red  Lake   194 

Canon    12 

Canonie  Environmental  Services  52 

Capital  Cities/ ABC    156 

Carolco  Pictures  88 

Caterpillar    12 

CBS    156 

Channels    8 

Chemical  Waste  Management   52 

Ray  Chen   21 

Child  World  202 

Chiron   160 

Christiana  Securities   84 

Christie's   20 

Chrysler   84 

Church  Loans  &  Investment  Trust   38 

Citicorp  29,  68 

William  H.  Clark  Associates   170 

Coastal   114 

Cole  National  202 

Coleco  84 

Coleman's  Crystal  Mines    156 

Colorado  Statesman   6 

Consumer  Reports   1 79 

Continental  Airlines    166 

Crystal  Resources    156 

CSX  12 

CTS   109 

A.  B.  Culbertson   38 

B.  Dalton  Bookseller    156 

Daxor    76 

Dayton  Hudson  (Target  Stores)   202 

Deere  84 

Delta  Air  Lines   166 

Dome  Mines   194 

Dow  Jones  (Wall  Street  Journal)   84,  152 

Dreman  &.  Embry   186 

Dresser  Industries    184 

Drexel  Burnham  Lambert   39,  202 

Dreyfus   39 

Dun  &  Bradstreet   166 

Dunkin'  Donuts    194 

Dynamics  Corp  of  America   109 

Echo  Bay  Mines   194 

Emerson  Electric    166 

Enviropact   52 


Ernst  &  Whinney   

Esalen  

Evans   

Evergreen   

Exchange  International  (Exchange 

National  Bank  of  Chicago)  

Family  Steak  Houses  of  Florida  .... 

Federal  Express  

Federated  Department  Stores  

Fiat   


Finley  Kumble  

First  Boston   

First  Capital  

FNW  

Ford  Motor   10, 

Ford,  Bacon  &  Davis   

Fountain  Powerboats   

M.J.  Fnedlander   

Fuji  Photo   

Gabelli  Equity  Trust   

GE   29,  36 

GE  (RCA)   

GE  (RCA  Records)  88, 

Genentech   

General  Dynamics   

General  Motors    10,  12,  29,  65,  84, 

General  Motors  (Chevrolet)  

General  Motors  (Fisher  Body)  

Giant  Food  

Goldman,  Sachs   

Goodyear  Tire  &  Rubber   

Government  National  Mortgage 

Association   

Granges  Exploration   

Groundwater  Technology  

Growth  Stock  Outlook  Trust  

Gulf  &  Western  (Prentice-Hall)   21 

Gulf  Canada   

Halliburton   

Hardage  Enterprises   

Harken  Oil  &  Gas  

Hershey  Foods   

Thomas  J.  Herzfeld   

Hewlett-Packard   

Hitachi  

Hoffmann-La  Roche   

Holly  Sugar  

Hollywood  Way  

Home  Shopping  Network  

"Home  State  Savings  Bank  

Homestake  Mining   
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's  Super  Markets   202 

's  U.S.A  202 

t  Sinai  Medical  Center   10 
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New  Age  Journal    1 56 

New  England  Patriots   84 

New  Orleans  Saints   84 

Newmont  Gold    194 

NFL  Films   178 

Nightingale-Conant    156 

NWA  (Northwest  Airlines)    166 

Occidental  Petroleum  68,  114 

Omega  Institute    156 

Orange  Cat   92 

Original  Appalachian  Artworks   84 

Pacific  Gas  &  Electric   12 

PaineWebber  Group    160 

Pan  Am    166 

Paramount  Cards   84 

Peak  Delay  Guide   166 

Peat  Products  of  America   84 

Peat,  Marwick,  Mitchell  49 

Pegasus  Gold    1 94 

Pennzoil  6,  19,  109,  114,  122 

Piedmont  Aviation   166 

Placer  Development   194 

Powercraft  Monthly   80 

Pressman  Toys    174 

Edward  Pressman  Film    1 74 

Price  Waterhouse   84 

Princeton-Montrose  Partners   52 

Prudential  Lines   56 

Quantum  Media   178 

Quick  &  Reilly  39 

Repco    186 

RepubhcBank    152 

Revlon  Group    16 

Riedel  Environmental 

Technologies  52 

A.H.  Robins    114 

Robinson- Humphrey   203 

Rockwell  International  207 

Rogers  &  Wells   114 

Rolls-Royce   36 

Ropes  &  Gray  84 

Ryan's  Family  Steak  Houses   203 

Saatchi  &  Saatchi,  Compton   156 

Safeway  Stores  39,  156 

Sage  Energy   1 86 

Salomon  39,  152 

Salyer  American  98 

Sea-Land   56 

Shamrock  Holdings   152 

Siemens   12 

Southern  California  Edison    12 


Star-Ledger  (Newark,  N.J.)  21 

State  National   202 

Sun  World  International   98 

Supermarkets  General   39 

Tandy  (Radio  Shack)   92 

Tax  Analysts   84 

Templeton  Energy   186 

Texaco   6,  19,  84,  109,  114,  122 

Texas  Air    114 

Texas  Air  (Eastern  Air  Lines)    166 

The  Texas  Lawyer   122 

Thames  &  Hudson  21 

Toshiba    12 

Toyota   179 

Toys  "R"  Us   202 

Transamerica   16 

TransAmerican  Natural  Gas    114 

Tri-Star  Pictures   88 

Tribune  (New  York  Daily  News)  56 

TRW   12 

TWA   24 

Twentieth  Century  Ultra    190 

U.S.  Lines   56 

U.S.  Philips   12 

Unicorn  Village    156 

Unisys  (Sperry;  Burroughs)    114 

United  Cable   8 

United  Technology   36 

Unocal    114 

USAA  Cornerstone    190 

Venture  Economics  49 

Viacom  International   178 

Visa   29 

Wakefern  Food  (Shop-Rite)   202 

Warner  Communications   76 

Washington  National  Insurance   202 

Wedge  Group  202 

Westinghouse  Electric    12 

Roy  F.  Weston   52 

Wetterau    166 

Whole  Life   156 

Windham  Hill  Productions    156 

Windsor  Fund    190 

Howard  Wise  Gallery  20 

F.W.  Woolworth   207 

Xerox   190 

Xmit  49 

Yamaichi  International  37 

Yugo  America   179 

B.C.  Ziegler  38 

Zweig  Fund   102 
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FRANCHISING 

Forbes  reviews  more  options  for  opportunity  in  the  world 
of  franchising  in  a  special  advertising  supplement  appearing  in  the 
August  24th  issue.  Ad  closing:  June  29, 1987. 


Franchising  is  on  a  fast  track  in  the  business 
economy.  By  the  year  2000,  it  is  expected  that 
one-half  of  every  retail  dollar  will  buy  a  franchised 
product  or  service.  Forbes  invites  expanding 
franchisors  to  take  advantage  of  the  August  24th 
Franchising  supplement  and  reach  two-and-a-half 
million  upscale,  ambitious  business  professionals 
and  active  investors  who  read  Forbes  regularly. 

Forbes  "Capitalist  Tool"  is  the  better  tool  to 
influence  prospective  franchisees,  including  en- 
trepreneurs, corporate  executives,  venture  capi- 
talists and  major  investors.  The  text  will  be  written 
by  Meg  Whittemore,  author  of  Forbes'  previous 
Franchising  supplements,  and  will  cover  major 
issues  of  importance  to  both  franchisors  and 
franchisees.  In  addition  to  surrounding  your  mes- 
sage with  supportive  and  relevant  text,  advertis- 
ers will  receive  valuable  benefits,  including: 


•  Reader  Service  Card  Listing  —  A  proven 
source  to  generate  new  business  leads.  Ad 
vertisers  in  last  year's  supplement  generate 
nearly  6,000  inquiries. 

•  Bonus  Distribution  —  Supplement  reprints  wi 
be  used  year-round  as  part  of  the  Internatic 
al  Franchising  Association's  marketing  effoi 

•  Free  reprints  for  all  advertisers. 
Promote  your  franchising  opportunities  to 

Forbes'  investment-oriented  and  business-min 
audience  through  this  special  advertising 
supplement.  For  reservations  and 
additional  information,  contact 
Sarah  Madison  at 
(505)275-1282/3 
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Flashbacks 


Edited  by  Dero  A.  Saunders 
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i  he  more  things  change  " 

terns  from  past  issues  of  Forbes 

sty  years  ago  in  Forbes 

>m  the  issue  of  June  1,  1927) 

am  beginning  to  be  afraid  of  the 
ck  market.  I  seriously  doubt 
ether  its  almost  continuous  rise  to 
v  record-breaking  heights  accu- 
ily  forecasts  coming  business  con- 
ons.  The  spectacular  marking  up 
prices  is  not  brought  about  by  un- 
ally  extensive  public  buying,  but 
argely  the  handiwork  of  profes- 
lals  operating  very  boldly,  not 
jughout  the  whole  list,  but  in  rela- 
it:ly  few  stocks."        — B.C.  Forbes 


A  car  for 
her.  too/ 

An  early  Cheiy 
pitch  for  the  two- 
car  family 


I  iiiilevrolet  has  brought  out  the  eighth 
HI  in  its  present  line,  an  Imperial 
;  ojiau,  priced  at  $780,  F.O.B.  Flint. 
JM  car  is  an  especially  good-looking 
ii  with  satin-black  Duco  body  and 
;  stripes.  The  body  is  by  Fisher,  with 
":!:ial    hardware,    and    the  color 
:  :me  and  taupe  mohair  upholstery 
Jlto  its  distinctive  appearance." 

-*=Jje  most  significant  development 
--"imoney  and  banking]  in  the  last 
JnnMiight  was  the  successful  sale  by 
j'- Hi  pity  of  New  York  of  a  $60  million 

npiiserial  loan  with  50-year  maturity 
Wl't  basis  yielding  less  than  4%  to  the 

!  /Jiessful  bidders.  The  exact  cost  to 
i  City  of  the  loan  is  3.936%,  the 
.  '  :st  rate  paid  by  New  York  for 
f,   i  ey  in  18  years." 

— i  ty  years  ago 

t  j  the  issue  of  June  1,  1937) 

m  Washington  come  intimations 
i  President  Roosevelt  aspires  to  a 
i  1  term.  This  impression,  'tis  said, 
a  oeen  deduced  by  some  of  his  inti- 
i  :s  from  certain  of  his  remarks, 
;  plans.  He  has  let  it  be  publicly 
c  ivn  lately  that  his  New  Deal  pro- 
•  i  is  far  from  completed.  .  .  ." 


"In  May  the  U.S.  Supreme  Court  gave 
constitutional  blessing  to  the  Loui- 
siana tax  on  chain  stores.  Immediate- 
ly, consternation  reigned  in  chain- 
store  circles.  Unlike  the  20  other 
states  with  chain-store  taxes,  Louisi- 
ana has  a  graduated  tax  that  is  based 
on  the  total  number  of  units  in  the 
chain  both  within  and  without  the 
state;  the  greater  the  number  of 
[units],  the  greater  the  tax  per  store." 

Twenty-five  years  ago 

(From  the  issue  of  June  1,  1962) 

"Latest  evidence  of  [Wall  Street's] 
long  memory  is  the  current  fad  for 
gold  stocks.  While  the  New  York  and 
American  Stock  Exchanges'  lists  of 
new  lows  were  full  to  overflowing  last 
month,  gold  stocks  were  hitting  new 
highs  for  the  year.  On  May  22,  with 
one  of  the  sharpest  breaks  on  the  Big 
Board  in  more  than  a  year,  Homestake 
Mining  rose  1  %  points  to  a  new  high. " 

"A  pioneer  automotive  engineer  and 
veteran  of  more  than  a  hah  century  at 
the  higher  levels  of  U.S.  business, 
Colonel  [Willard]  Rockwell,  stopped 
off  in  Manhattan  last  month  on  his 
way  to  Europe,  proffered  some  com- 
ments, more  hardheaded  than  nostal- 
gic, on  the  current  scene.  Examples: 

•  Even  if  you  don't  like  the  way 
things  are  going,  you  have  to  live  with 
change:  'Who  the  hell  wants  a  German 
plant?  But  we'd  lose  business  if  we 


Colonel  Willard  Rockwell,  the  old  skeptic 
whose  two  Rockwell  companies  became 
key  elements  of  Rockwell  International 


didn't,  so  we're  putting  plants  over 
there  ourselves.' 

•  Growth  companies:  'Companies 
wanting  to  sell  out  show  us  wonderful 
records  of  sales  and  earnings  growth. 
Tempting,  but  what  they  don't  tell  us 
is  why  they  want  to  sell:  The  first 
price  war  has  just  started,  and  the 
party  is  over.'  " 

"  'We  intend,'  said  President  Robert 
C.  Kirkwood  of  F.W.  Woolworth  Co. 
last  month,  'to  become  as  predomi- 
nant in  the  discount  department  store 
field  as  Woolworth 's  is  in  the  variety 
store  field.'.  .  . 

"There  are  now  several  thousand 
stores  in  the  U.S.  that  call  themselves 
discount  houses.  .  .  .  Kirkwood  will 
join  the  parade  by  opening  his  first 
discount  house  (all  will  be  named 
Woolco)  this  summer  in  Columbus, 
Ohio,  and  the  company  may  have  as 
many  as  18  in  operation  by  a  year  and 
a  half  from  now." 

Ten  years  ago 

(From  the  issue  of  June  1,  1977) 

"More  than  a  billion  tons  of  coal  a 
year  by  1985  as  envisioned  in  Presi- 
dent Carter's  energy  program?  Four 
hundred  million  tons  a  year  of  in- 
creased coal  consumption?  Forget  it, 
says  Gerard  C.  Gambs,  resident  ener- 
gy expert  at  New  York's  Ford,  Bacon 
&  Davis.  .  .  .  'It's  impossible,  just  tri- 
ple impossible,'  Gambs  says." 

"After  over  a  year  in  purgatory  follow- 
ing disclosure  of  its  bribes  to  Japanese 
politicians,  businessmen  and  others, 
Lockheed  Aircraft  Corp.  is  quietly  en- 
couraged that  the  wounds  to  Japanese 
pride  from  the  revelations  may  be 
healing.  Recently  the  Tokyo  govern- 
ment gave  the  nod  of  approval  to  the 
final  three  planes  of  an  order  by  All 
Nippon  Airways  for  21  Lockheed 
L-1011  wide-bodied  transports." 

"Since  the  end  of  World  War  II  the 
U.S.  flag  maritime  fleet  has  shrunk 
from  4,800  active  vessels  to  521.  U.S. 
firms  control  over  50  million  tons  of 
modern  tankers  and  bulk  carriers,  but 
most  of  them  fly  the  Liberian  and 
Panamanian  flags  and  are  built  and 
crewed  by  non-Americans  because 
U.S.  shipbuilding  prices  .  .  .  are  higher 
than  foreign  yards',  and  crew  costs  on 
U.S.  flagships  are  sometimes  three 
times  as  great." 
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One  of  the  greatest  victories  you 
can  gain  over  a  man  is 
to  beat  him  at  politeness. 
Josh  Billings 


Politeness  is  the  art  of 
choosing  among  your  thoughts. 
Madame  de  Stael 


Bad  manners  simply  indicate 
that  you  care  a  good  deal  more 
for  the  food  than  for  the 
society  at  the  table. 
Gelett  Burgess 


Neither  affect  nor  despise 
etiquette:  He  cannot  be  great 
who  is  great  at  such  little  things. 
Baltasar  Gracian 


Good  manners  are  the  settled 
medium  of  social,  as  specie  is 
of  commercial,  life;  returns 
are  equally  expected  for  both. 
Lord  Chesterfield 


Too  great  refinement  is  false 
delicacy,  and  true  delicacy 
is  solid  refinement. 
La  Rochefoucauld 


A  man  must  have  very  eminent 
qualities  to  hold  his  own 
without  being  polite. 
Jean  de  La  Bruyere 


Some  folks  are  too  polite  to 
be  up  to  any  good. 
Kin  Hubbard 


Etiquette  is  what  you  are  doing 
and  saying  when  people  are 
looking  and  listening.  What 
you  are  thinking  is  your 
own  business. 
Virginia  Hudson 


;  Dliteness  has  been  well  defined  as 
benevolence  in  small  things. 
Thomas  Babington  Macaulay 


Thoughts 

on  the  Business  of  Life 


Politeness  is  not  a  coat  that  can  be  put 
on  and  taken  off  at  will,  but  an  innate 
habit  of  mind,  an  attitude  toaard  all 
other  human  beings  which  becomes 
instinctive.  The  cultivation  and  test 
of  politeness,  therefore,  is  best 
judged  by  the  way  you  treat  the 
poorest  and  meanest  persom 
around  you. 
B.C.  Forbes 


Silence  is  not  always  tact 
and  it  is  tact  that  is 
golden,  not  silence. 
Samuel  Butler 


We  would  not  be  interested 
in  human  beings  if  we 
did  not  have  the  hope 
of  someday  meeting 
someone  worse  off 
than  ourselves. 
E.M.  Cioran 


Anyone  can  be  heroic  from  time 
to  time,  but  a  gentleman  is 
something  you  have  to  be 
all  the  time. 
Luigi  Pirandello 


To  the  real  artist  in  humanity, 
what  are  called  bad  manners 
are  often  the  most  picturesque 
and  significant  of  all. 
Walt  Whitman 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18.50.  Send  check  and 
orderto:  Forbes  Inc.,  60FifthAve.,  NewYork, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  apphcable. 


Everyone  has  to  think  to  be 
polite;  the  first  impulse 
is  to  be  impolite. 
Ed  Howe 


Fine  manners  need  the  support « 
fine  manners  in  others. 
Ralph  Waldo  Emerson 


Spiritual  strength  and 
passion,  when  accompanied  by 
bad  manners,  only 
provoke  longing. 
Friedrich  Nietzsche 


Manners  are  especially  the 
need  of  the  plain.  The 
pretty  can  get  away 
with  anything. 
Evelyn  Waugh 


Manners  are  the  hypocrisy 
of  a  nation. 
Honore  de  Balzac 


Politeness  is  good  nature 
regulated  by  good  sense. 
Sydney  Smith 


A  Text . . . 

A  merry  heart  maketh 
cheerful  countenance:  t 
by  sorrow  of  the  heart  t 
spirit  is  broken. 
Proverbs  15:13 


Sent  in  by  Gordon  Hard,  New  York,  E 
What's  your  favorite   text?    The  Fo, 
Scrapbook  of  Thoughts  on  the  Busines 
Life     is     presented     to  senders 
texts  used. 


Bad  manners  make  a  journalist. 
Oscar  Wilde 


Many  refined  people  will  not  k 
a  fly,  but  eat  an  ox. 
Isaac  Peretz 
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IN  THE  SPACE  BELOW  IS  NO  SUBSTITUTE  FOR  TEN  MINUTES 
IN  THE  SPACE  ABOVE. 


le  natural  talent,  the  capacity,  the 
apability  are  already  there,  hidden 
Imeath  the  surface.  Virtually  everyone 
i  as  far  more  potential  for  achievement 
ijian  they  ever  use  or  even  recognize. 
r  ie  Dale  Carnegie  Course®  helps  them 
I  ok  within  themselves  to  dis- 
(bver  more  of  those  hidden  re- 
purees.  And  once  they  begin  to 
le  the  reality  of  their 
temendous  potential 
i{id  realize  the  extent 
their  capacity  for 
complishment,  once 
ey  begin  to  recognize 
e  exciting  possibilities  within 
eir  reach,  then  they  begin  a 
w,  dramatic  phase  in  their 
es.  Their  self- 
nfidence  increases, 
eir  self-image  is 
ightened,  their  horizons 
oaden.They  feel  a  new 
nse  of  vitality  and  antici- 
tion  in  their  lives. 

Participants  feel 
e  excitement  of  this 

sition.They  become 
,.ore  poised,  more  alert, 
iore  self-reliant.  Their 
ithusiasm  soars  and 
■iey  feel  more  vital, 
ore  energetic. Their 
•srsonalities  become 
righter,  livelier,  more  interesting.  And 
leir  overall  effectiveness  in  their 
ork,  in  their  lives  increases  as  they 
>cus  on  being  at  their  best  in  every- 
ling  they  do. 


It's 
amazing 

how  the 

Dale 
Carnegie 

Course 

brings  out 

thebest 
in  people. 


The  Dale  Carnegie  Course®  helps 
them  develop  new,  personal  communi- 
cations skills  that  increase  their  ability 
to  express  themselves  in  clear,  concise, 
persuasive  language. They  become 
better  at  getting  along  with  other 
people,  at  winning  their  support 
and  cooperation  because  they 
learn  to  understand  people  more 
fully,  what  it  is  that 
motivates  and  inspires 
them. 

Their  ability  to 
control  tension  and  stress 
is  increased,  which  en- 
ables them  to  better  cope  with 
the  challenges,  the  pressures 
of  daily  life.  Their  mental  out- 
look becomes  more 
positive  as  they  develop 
a  greater  belief  in 
themselves,  in  their  own 
capabilities,  in  the  reality 
of  their  own  potential 
achievements. 

The  result  is 
amazing ...  a  positive 
difference,  a  whole  new 
perspective  in  their  lives. 
For  more  detailed 
information  about 
Dale  Carnegie® 
Training,  ask  for 
your  free  copy  of  our 
quick-reading  booklet  that  outlines  the 
courses  in  greater  detail. 
Call  toll-free  800  231-5800.  InTexas, 
800  392-2424.  Or  write  directly  to 
the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES,  INC. 


SUITE  367  F    •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON,  TEXAS  77036 
Accredited  by  the  Council  For  Norrcollegiate  Continuing  Education 
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Meet  the  bosses 

For  many  years  Forbes  has  annually  published  the  paycheck 
and  other  compensation  received  by  the  heads  of  The  Forbe 
500s  companies.  Investors  studied  the  listings  to  see  whethe 
they  were  getting  their  money's  worth  from  the  bosses,  and  th| 
bosses  themselves  to  see  how  their  packet  stacked  up  agains 
rivals  and  colleagues.  With  this  issue  we  expand  the  feature  intl 
a  special  report,  entitled  The  Boss.  It  is  a  detailed  directory  (j 
chief  executives  of  800  publicly  held  U.S.  corporations.  It's 
who's  who  and  what's  what  in  the  big  corporate  world,  an  issu 
with  a  wealth  of  information  for  keeping  and  frequent  referenci 
Statistics  and  research  by  Steve  Kichen,  Don  Popp  and  Melod) 
Wagstaff;  editing  by  Laury  Minard.  Starts  on  page  145. 


Guess  who  won,  Representative  Gephardt  ! 

Though  most  Americans  have  forgotten, 
U.S.  companies  once  dominated  the 
world  watch  and  clock  industry.  Today 
only  collectors  and  older  folk  remember 
the  great  names:  Howard,  Hampden, 
Waltham,  Seth  Thomas,  Hamilton,  El- 
gin, Ansonia.  Exported  for  half  a  century, 
their  timepieces  established  an  American 
reputation  for  quality  and  technology. 
But  the  hungry  Swiss  studied  and  adapted 
U.S.  methods,  while  our  companies  grew 
complacent  and  arrogant,  first  ignoring 
the  Swiss,  then  demanding  tariffs  to  pro- 
tect American  jobs.  Guess  who  won,  Rep- 
resentative Gephardt. 

Reporter  Rita  Koselka  wrote  "Made  in 
the  U.S.A.,"  on  page  80,  about  a  vestigial 
survivor.  An  exercise  in  nostalgia?  No,  a 
warning.  Koselka  talked  with  Dana 
Blackwell,  conservator  of  the  American  Clock  &.  Watch  Musi 
um.  Cautioned  he:  "The  U.S.  auto  industry  is  going  the  way « 
the  U.S.  clock  and  watch  industry,  but  substitute  Japan  frj 
Switzerland." 

Those  who  ignore  history. .  . . 


Standing  out  from  the  crowd 

Add  to  the  awards  won  by  Forbes  editorial  staffers  honorabl 
mention  in  this  year's  Pannell  Kerr  Forster  "AchievemerJ 
awards  for  outstanding  financial  writing"  to  three  of  our  senio 
editors,  Howard  Rudnitsky,  Allan  Sloan  and  Dick  Stern,  f<j 
their  story  on  Michael  Milken  of  Drexel  Burnham  Lambert  ("J 
one-man  revolution,"  Aug.  25,  1986).  We're  especially  prou 
because  of  the  circumstances:  Michael  Milken  is  one  of  trj 
most  written-about  financial  celebrities  of  recent  times,  but  tb 
judges  clearly  felt  that  our  story  stood  out  from  the  great  gra 
mass  of  type  lavished  on  Milken  by  the  media  last  year.  Nl 
surprise:  All  three  Forbes  writers  have  their  office  walls  hun 
with  an  impressive  collection  of  awards  for  editorial  excellent^ 


E.  Howard  &  Co. 
clock 


(  '  Editor 
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ARAMIS  ANNOUNCES 


slUTRIPLEXX 


at  r  amis 

A  B  SERIES 


NUTRIPLEXX 
THINNING  HAIR 
SUPPLEMENT 


A  SURVIVAL  STRATEGY 
FOR  THINNING  HAIR 

It  can  help  you  keep  fuller,  thicker,  healthier 
looking  hair  for  as  long  as  possible. 

FACT: 

Penetrates  to  energize  and  revitalize  scalp 
and  follicles  from  which  hair  grows. 

FACT: 

In  laboratory  findings,  65%  of  men  tested 
reported  their  hair  looked  and  felt  thicker 
after  90  days. 

FACT: 

No  hormones.  No  prescription  drugs. 
No  medical  supervision.  No  twice-a-day 
applications. 

FACT: 

The  sooner  you  start,  the  sooner  you  see 
benefits.  The  longer  you  use  it, 
the  longer  benefits  continue. 


Important:  NUTRIPLEXX'  treatment 
does  not  cure  or  prevent  baldness  or 
restore  lost  hair.  But  it  can  give  you  fuller, 
thicker,  healthier  looking  hair 
for  its  entire  natural  life  span. 


To  order,  call  toll  free 

1-800-345-3454 

24  hours  a  day,  7  days  a  week. 

Please  specify 
81-101  for  30  day  supply. 
81-100  for  90  day  supply. 


ARAMIS  LAB  SERIES  •  FRAGRANCE  FREE 


Follow-Through 


Edited  by  John  A.  Conway 


With  a  nod 
to  Lorenzo 
de'  Medici 

June  23,  1980 


alter  Wriston,  the  for- 
mer chairman  of  Citi- 
corp, used  to  say  that  coun- 
tries don't  go  bankrupt.  Not  quite  so, 
Forbes  declared  seven  years  ago,  not- 
ing that  in  the  14th  century  Italy's 
Medicis  had  made  huge  loans  to  a  less 
developed  country — England — that 
they  could  never  collect.  Again,  Spain 
had  defaulted  in  the  16th  century,  and 
Russia  in  the  20th. 

History  could  repeat,  Forbes 
warned.  Almost  all  major  internation- 
al banks  were  taking  90-day  deposits 
from  OPEC  countries  and  lending 
them  to  Third  World  nations  for  up  to 
ten  years.  Yet  commercial  bank  loans, 
which  averaged  23%-a-year  growth 
for  five  years,  had  already  far  out- 
stripped both  the  banks'  capital  and 
the  ability  of  debtor  nations  to  pay. 

When  Citicorp  announced  last 
month  that  it  would  add  $3  billion  to 
its  loan-loss  reserves,  history  seemed 
to  be  repeating.  Wriston  perhaps 
should  have  said:  Sovereign  nations 
rarely  default. 


Hedging 
against  the 
dollar 

Feb.  23,  1987 


Three  months  ago,  with  the  dollar 
plunging,  Forbes  assayed  the 
hedges  against  a  further  fall.  High  on 
the  list  were  international  bond 
funds.  By  buying  these,  Forbes  point- 
ed out,  "the  headaches  of  daily  cur- 
rency flux  and  other  assorted  compli- 
cations could  be  left  to  the  portfolio 
manager."  Gold  looked  better  as  an 
inflation  hedge,  and  overseas  stocks 
had  enjoyed  such  a  runup  that  Forbes 
wondered  "how  much  higher  they 
can  climb." 


.  The  bond  funds  have  stood  the  test 
of  time.  The  six  Forbes  listed  in  Feb- 
ruary registered  healthy  returns  dur- 
ing the  first  quarter.  Their  average  net 
asset  value,  $9.54  when  the  Feb.  23 
Forbes  reached  its  readers,  was  just 
over  $11  last  month,  a  gain  of  15.3%. 

International  equity  funds  had  a 
greater  range  of  performance.  Net  as- 
set value  was  up  from  4.6%  to  23% 
for  five  between  February  and  May, 
off  1%  to  14.9%  for  the  other  three, 
proving  once  more  that  with  common 
stocks  come  greater  risks — and  re- 
wards— than  those  associated  with 
straight  debt. 


Still  flying 
high 

Nov.  1,  1977 


I  en  years  ago  Albert  L.  Ueltschi, 
founder,  president  and  principal 
owner  of  FlightSafety  International, 
told  Forbes:  "I  believe  in  this  compa- 
ny, and  I'm  not  selling  any  of  it." 
Ueltschi's  belief  was  well  placed.  In 
1977  his  shares  were  worth  $16  mil- 
lion; today  his  30%  stake  is  worth 
almost  $200  million. 

A  barnstorming  pilot  during  the 
Thirties  and  later  personal  pilot  to 
Pan  Am  founder  Juan  Trippe,  Uelts- 


chi took  his  company  public  in  1968 
FlightSafety's  main  business  is  train 
ing  pilots,  primarily  crews  for  corpo 
rate  aircraft,  on  electronic  flight  sim 
ulators.  So  most  of  Ueltschi's  2S 
"learning  centers"  are  spotted  neaj 
the  plants  of  the  19  plane  manufactur 
ers  he  serves.  These,  in  turn,  includi 
training  in  the  price  of  their  aircraft 

Today  Ueltschi's  company  train 
more  than  26,000  pilots  and  2,50 
technicians  a  year  on  85  flight  Simula 
tors.  FSI  added  subsidiaries  to  manu- 
facture flight  simulators,  to  train 
tanker  and  other  maritime  crewmen 
and,  in  a  joint  venture  with  Babcock 
&  Wilcox,  power-plant  operators. 

FSI's  ties  to  the  suppliers  of  private 
aircraft  helped  cause  the  air  pockel 
the  company  hit  last  year.  Revenues 
$104  million  in  1985,  fell  to  $101  mil 
lion  last  year,  as  private  plane  sales 
nose-dived.  Ueltschi  also  got  serious 
new  competition.  Singer,  FSI's  majoi 
competitor,  now  is  also  operating 
simulator-training  centers.  Mean 
while,  with  the  oil  tanker  business  in 
the  doldrums,  its  sailor  training  pro 
gram  was  in  the  same  boat.  The  joinl 
venture  with  Babcock  &.  Wilcox  tc 
turn  out  operators  for  power  plants 
was,  in  Ueltschi's  words,  "a  drag." 

So  Ueltschi  (who  just  turned  70)  is 
going  full-throttle  after  other  busi- 
ness. He  is  now  training  1,200  Naval 
officers  a  year  at  a  marine  learning 
center  in  Newport,  R.I.  A  new  power 
plant  center  in  Pennsylvania  wil] 
train  operators  for  Pennsylvania  Elec 
trie  and  other  utilities.  Training  foi 
airlines  is  growing — Continental  at  i 
Houston  FSI  center,  Delta  at  one  un 
der  construction  in  Salt  Lake  City.  Fol 
1987,  Ueltschi  says,  his  outlook  is 
"bullish"  all  the  way. 


Equity  funds 

/o 

'86  return 

%  1st- 
quarter  '87 

— Net  asset  value — 
Feb.  10          May  21 

Canadian  Fund 

2.65% 

30.32% 

$8.38 

$8.74 

Kemper  Intl 

44.66 

7.52 

19.81 

22.09 

Price  Inter  Stock 

60.55 

21.41 

26.03 

30.02 

Templeton  Foreign 

28.69 

18  88 

1"  04 

19.53 

GT  Global  Growth 

70.03 

10.21 

30.15 

25.65 

Merrill  Lynch  Pacific 

77.86 

26.91 

34.89 

42.93 

Scudder  International 

50.52 

29.04 

41.43 

40.95 

Shearson  Global  Opp 

none 

23.85 

32.41 

33.90 

Bond  funds 

Mass  Fin  Intern  Trust  Bond  Port 

30.2 

9.20 

12.07 

12.87 

Merrill  Lynch  Retrmnt  Global  Bond 

3.93* 

8.30 

10.62 

10.91 

T  Rowe  Price  Int  Bond 

3.8 

9.00 

10.31 

10.68 

Templeton  Income 

NA 

6.70 

10.59 

10.39 

Kleinwort  Benson 
Transatlantic  Income 

NA 

4.60t 

3.31* 

11.01 

Fidelity  Global  Bond 

NA 

7.56 

10.34 

10.62 

'From  inception  Aug.  29  to  Dec.  31     tFrom  Feb  1?  to  Mar 

31     JFeb.  17 

NA:  Not  available 
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HowAT&Tcan  help 

you  write  your 
own  success  story 


i  comes  through  with  telecommunications  ideas 
help  your  small  business  become  a  big  success. 

ire's  a  telecommunications  story  behind  some  of 
Idea's  biggest  small  business  successes.  Now  you 
[learn  how  to  apply  the  same  big  ideas  to  your 
|l  business — with  a  free  copy  of  AT&T's 
\ommunieations  Ideas  to  Grow  On. 
bu  ll  get  an  introduction  to  telecom 
lications,  a  glossary 
prtant 


telpea  1  '(rom  3«  ^rs-now  tttey 


,ones 


AT&T 

The  right  choice. 


AT&T  toll-free  numbers,  plus  all  of  these  helpful  booklets: 

Keeping  Customers  Satisfied—suggestions  for  building 
brand  loyalty  and  expanding  your  customer  base. 

Expanding  Your  Markets — ideas  on  how  to  get  customers 
to  buy  more,  and  prospects  to  buy. 

Improving  Field  Sales  Product ivity- 
tips  that  can  help  open  more 
doors  and  close  more 
sales  at  less  cost. 

Capitalizing  on 
Money 


'es. 


fta 


Management— 
advice  on  putting 
together  an 

effective  cash  management  program. 

Call  1  800  443-7047,  Ext.  271  or  send 
for  your  booklets,  and  learn 

how... from  equipment  to  networking, 
from  computers  to  communications, 
4       AT&T  o  >mes  through . 


Big  small  business  ideas. 
Free. 

Yes,  please  send  a  free  copy  of  AT&T's  Telecommunications 
Ideas  to  Grow  On  My  total  monthly  telephone  bill  is  □  less  than  $200 

□  $200-$300  □  $300-1500  □  1500  + .  My  business  has  □  1-2  □  3  □  4 

□  5+  telephone  numbers. 

Mr. 

Name  Ms  Title  

Company  


~l 


Type  of  Business. 

Address  

City  


.  State . 


.  Zip. 


Daytime  Phone  ( 


Mail  to:  AT&T,  P.O.  Box  1336,  Ridgely,  MD  21681,  or  call 

1  800  443-7047,  Ext.  271 


You  knew  the 

pros  and  cons 
of  leasing. 

But  that  was 

last  year. 

Last  year  you  had  it  all  figured 
out:  the  advantages  of  leasing 
equipment  versus  buying  it.  Then 
they  changed  the  tax  law. 

Predictably,  some  of  the  old 
advantages  of  leasing  went  away. 
Happily,  many  of  them  remained. 

And  unexpectedly,  the  1987 
tax  law  created  a  whole  new  set  of 
benefits. 

However  leasing  looked  to 
your  company  before,  the  rules 
have  changed  so  much  that  it 
looks  different  now.  Maybe  a  lot 
better. 

A  new  kind  of  tax. 

Consider  the  new  Alternative 
nimumTax.  It  isn't  the  usual 

on  profits.  You  may  have  to  pay 


it  even  if  your  P&L  is  uncomfort- 
ably close  to  L.  In  fact,  under 
AMT  the  equipment  you  bought 
to  keep  you  competitive  may  put 
you  out  of  business.  Shocking,  but 
it's  only  one  of  the  implications  of 
the  new  tax  law. 

And  consider  the  Investment 
Tax  Credit  that  made  it  advanta- 
geous to  buy  equipment.  Going, 
going...gone. 

Help  is  on  the  way. 

We  can't  assure  you  in  an 
advertisement  that  leasing  will 
help  you  ease  a  substantial  tax 
burden.  But  it  might. 

A  good  start  toward  finding 
out  is  to  call  or  write  for  your  free 
copy  of  GECC's  updated  and 


expanded  1987  edition  of  "A  Guide 
Through  the  Leasing  Maze." 

This  eminently  readable  book- 
let can  help  give  you  a  solid 
understanding  of  what  leasing  can 


Edit'0" 


How  do  we  know? 

At  GECC  we  write  more 
equipment  leases  than  anybody. 
We've  been  at  it  for  two  decades, 
leasing  corporate  jets,  jumbo  jets, 
four-wheelers,  18-wheelers, 
cranes,  trains,  generators,  defi- 
brillators, space  frames  and 
mainframes. 

Even  if  leasing  never  made 
sense  to  you  before,  we  may  be 
able  to  show  you 
how  it  can  benefit 
you  under  the  new 
tax  law. 

Call  our  toll- 
free  number,  send 
in  the  coupon,  or 

drop  us  a  note.  We'll  send  the  leas- 
ing booklet  and,  if  you  want,  our 
new  AMT  brochure,  too.  Then 
you'll  be  able  to  figure  out  the  pros 
and  cons  of  leasing,  playing  by  this 
year's  rules. 


THE 

NEW  CORPORATE 
ALTERNATIVE 
MINIMUM  TAX 

WHY  EQUIPMENT 

LEASING 
NOW  MAKES  EVEN 
MORE  SENSE 


and  cannot  do,  the  tax  treatment 
of  various  forms  of  leases,  the 
effects  of  the  AMT  and  the  reduc- 
tions in  ITC  carry-forward. 

It  has  a  glossary  and  is  pre- 
sented in  question-and-answer 
form  for  quick  reference.  We've 
tried  to  write  it  in  the  clearest, 
plainest  English  the  subject  allows. 

The  booklet  is  as  definitive  as 
anything  short  of  sitting  down 
with  your  accountant  and  tax 
lawyer  and  one  of  our  leasing 
experts.  Which  very  well  could  be 
the  logical  next  step  for  you. 


GE  Credit  Corp. 
Marketing  Programs  Operation 
260  Long  Ridge  Road/Fl 
Stamford,  CT  06902 

□  Yes,  send  my  free  copy  of  your  updated 
"Guide  Through  the  Leasing  Maze." 

□  The  AMT  brochure,  too,  please. 
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Management 


Merger  fever  in  Japan 

Merger  fever  is  evidently  heating 
up  in  Japan.  Sanwa  Bank,  To- 
kyo's fifth  largest,  notes  that  last  year 
mergers  in  Japan  passed  the  1,000 
mark.  Few  of  the  companies  involved 
were  listed,  and  the  total  value  was 
tiny  compared  with  the  more  than 
3,000  mergers  worth  $1 77  billion  that 
occurred  in  the  U.S.  during  the  period. 
Nevertheless,  Sanwa,  which  deplores 
what  it  calls  the  "pernicious  aspects" 
of  American  merger  and  acquisition 
activity,  expects  more  of  it  as  Japa- 
nese companies  combine  not  only 
with  themselves  but  with  American 
firms  as  well.  The  lofty  value  of  the 
yen  against  the  dollar  is,  of  course, 
one  reason  American  firms  are  attrac- 
tive to  Japanese  companies.  (Out  of  52 
overseas  acquisitions  by  Japanese 
firms  in  1986,  44  were  in  the  U.S.) 
Another  is  that  American  firms  look 
downright  cheap  in  stock  valuation 
terms.  On  the  Tokyo  Stock  Exchange, 
for  example,  P/E  ratios  averaged  47.3 
in  1986  and  are  even  higher  now, 
while  ratios  on  the  New  York  Stock 
Exchange  averaged  14.9  last  year  and 
are  still  far  below  Japanese  levels. 


Education 


Where  in  the  world? 

For  the  umpteenth  time,  a  high- 
level  study  commission  has  found 
that  American  students  know  appall- 
ingly little  about  the  world  they  live 
in.  This  time  it's  a  group  funded  by 
the  Rockefeller  Foundation,  the  Ford 
Foundation  and  the  Exxon  Education 
Foundation  and  headed  by  Clark  Kerr, 
president  emeritus  of  the  University 
of  California,  sounding  the  alarm.  In 
one  college  class,  for  example,  49%  of 
the  students  were  unable  to  locate 
Japan  on  a  globe  and  20%  could  not 
spot  even  the  U.S.  Kerr's  group  calls 
for  studying  the  world  as  a  series  of 
related  biological,  economic,  political 
and  informational  systems.  U.S.  con- 
stitutional principles,  for  instance, 
should  be  looked  at  in  the  context  of 
civilizations  that  produced  them.  The 
report  says  its  recommendations  can 
be  incorporated  into  the  traditional 
three  Rs.  Instead  of  Dick  and  Jane, 
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grammar  school  children  could  read 
about  Lo  Chu  and  Juan;  instead  of 
papers  on  vacations,  teachers  could 
assign  themes  on  international  sum- 
mer events.  The  problem  now  is  how 
to  get  the  overloaded  school  system  to 
use  such  lessons.  Even  in  high  places 
no  one  seems  sure  how  to  do  it.  Secre- 
tary of  State  George  Shultz  backs  the 
new  report,  for  example,  but  Secretary 
of  Education  William  Bennett,  though 
a  three-R  man  himself,  refused  even 
to  read  it. 


Finance 


The  old  college  try 

Even  as  colleges  boost  tuitions  to 
raise  funds,  private  donations  are 
rising,  too,  up  17%  in  the  1986  school 
year  to  more  than  $7.4  billion,  the 
largest  dollar  increase  in  two  decades. 
The  biggest  growth — more  than 
25% — came  from  individuals,  who 
gave  more  than  $3.5  billion  last  year, 
according  to  a  new  survey  by  the 
Council  for  Financial  Aid  to  Educa- 
tion. One  key  reason  giving  is  growing 
is  that  schools  are  doing  a  better  job 
locating  and  putting  the  squeeze  on 
alumni,  says  Paul  Miller,  a  council 
vice  president.  What  will  colleges  do 
with  the  money?  According  to  Miller, 
the  funds  will  be  used  for  new  build- 
ings, renovations,  faculty  salaries, 
student  aid  and  research  and  lab 
equipment.  The  need  is  there,  Miller 
says,  because  the  actual  cost  of  edu- 
cating a  student  can  still  average  40% 
more  than  the  student  pays. 


Marketing 


Selling  via  VCR 

With  nearly  50%  of  U.S.  homes 
now  equipped  with  VCRs,  adver- 
tising messages  worked  into  movie 
cassettes  were  sure  to  come.  They're 
here.  Colgate-Palmolive  has  already 
released  an  "Everyday  Gourmet" 
cooking  tape  that  includes  a  soft-sell 
mention  of  its  automatic  dishwasher 
detergent.  General  Foods  will  soon  is- 
sue a  walk-to-health  tape  as  part  of  a 
campaign  for  its  Sanka  coffee.  Kitch- 
enAid,  the  appliance  maker,  plans  a 
"Frugal  Gourmet."  Dozens  of  other 
companies  are  crowding  into  the  pic- 
ture. Young  &  Rubicam,  the  ad  agen- 


cy, says  it  has  at  least  two  clients  wi 
videocassette  projects  on  the  boar< 
The  tapes,  which  include  either 
brief  ad  or  simply  show  the  promot 
product  during  the  program,  can 
given  away  or  sold  through  retail  v: 
eo  outlets  or  even  grocery  stores, 
prices  of  $10  to  $20  each. 

Sponsoring  a  tape  can  cost  ar 
where  from  $50,000  to  $250,000  ar 
as  with  any  new  territory,  there  i 
dangers.  "A  lot  of  companies  are  goi 
to  get  burned  because  they  do  not  a 
how  the  videos  will  fit  into  their  ovi 
all  marketing  programs  or  how  t 
producers  plan  to  distribute  then 
says  Carl  DeSantis,  a  Manhattan  cc 
sultant  and  attorney.  Companies  m 
be  impressed  when  producers  promi 
big-name  stars  to  make  their  tapes, 
says,  but  without  proper  distributi 
agreements,  the  tapes  could  end 
collecting  dust. 


Investing 


Money  managing 
with  muscles 

When  it  was  time  to  throw  in  t 
towel,  professional  athletes  us 
to  head  for  the  broadcast  booth, 
coaching  box  or  a  brewery.  Now,  \ 
tired  jocks  are  finding  that  mon 
managing  is  their  game.  Take  K 
Coffey,  the  26-year-old  strong  safe 
for  the  Washington  Redskins.  Duri 
this  year's  off-season,  he  has  be 
working  part  time  as  a  registered  re 
resentative  for  DeRand  Investme 
Corp.  in  Arlington,  Va.  A  busine 
degree  from  Southwest  Texas  St£ 
helped  his  chances,  but  his  name  g 
him  in  the  door.  Similarly,  Wal 
Walker,  soft-shooting  forward  wi 
the  Houston  Rockets,  upon  retiring 
1984,  decided  to  pursue  an  M.B.A. 
Stanford.  After  finals,  the  ^ 
32-year-old  will  train 
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is  a  securities  salesman  with  Gold- 
nan,  Sachs  in  New  York.  Firms  that 
lire  the  big-name  athletes  see  them  as 
narketing  assets.  The  players  think 
:he  discipline  and  dedication  they've 
earned  in  their  sports  will  help  them 
ind  investment  winners.  "Getting  to 
oiow  a  product,"  Coffey  says,  "is  like 
jetting  to  know  your  opponent." 


Management 


Should  M.B.A.s 
stop  dreaming? 

Is  the  honeymoon  waning  for 
M.B.A.s?  Almost  three-quarters  of 
he  chief  executives  in  financial  ser- 
vices companies  queried  by  Heidrick 
k.  Struggles,  the  Chicago-based  head- 
mnters,  said  they  did  not  think  the 
lew  graduates  were  worth  the  lush 
alaries  they  were  being  paid.  (Hei- 
Irick  &  Struggles  surveyed  almost 
'00  company  chiefs,  with  a  28.3% 
esponse.)  The  distaste  was  strongest 
mong  heads  of  life  insurance  compa- 
res (where  86%  disliked  the 
mounts  paid),  commercial  banks 
34%)  and  investment  management 
ompanies  (80%).  From  there,  disap- 
iroval  ranged  downward  from  proper- 
y  and  casualty  insurers  (74%), 
hrough  S&Ls  (68%),  brokers  and  in- 
estment  bankers  (61%)  to  mortgage 
inkers  (54% ).  The  best  and  brightest 
mong  business  graduates  still  com- 
nand  impressive  pay — one  estimate 
/as  $50,000  for  starting  salaries  at 
ommercial  and  investment  banks — 
ut  other  figures  indicate  things  may 
be  leveling  off  for  the 
$     general  run  of  M.B.A.s. 

The  College  Placement 
^  Council  in  Bethlehem, 
.  Pa.(  which  tracks  their 
1  ^  salaries,  says  that  a  year 
ago  the  average  monthly 
take  for  a  new  M.B.A.  in  a 
f&k. )  "nontechnical"  field 
Tffc  (which  includes  finance) 
^  was  $2,529— more  than 
$30,000  a  year.  Last  March, 
he  Council  says,  the  average  M.B.A. 
ook  home  $2,316  a  month — under 
28,000  a  year. 


/ 


Government 


i  yen  for  Washington 

Last  year  Japanese  investors  paid  out 
$5.5  billion  for  U.S.  real  estate.  In 
he  first  quarter  of  this  year  alone, 
hey  owned  $6.2  billion  worth,  and 
ow  it  seems  the  Japanese  appetite  for 
Lmerican  property  has  extended  to 


77)e  Justice  Department's  Judiciary  Center 
A  drop  in  the  river  of  dollars  from  the  U.S.  to  Japan. 


Mark  Rcinsieii 
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the  federal  government  itself.  In  a  lit- 
tle-noticed transaction  in  April,  Kon- 
dobo  U.S.A.  Inc.,  a  subsidiary  of  a 
Japanese  industrial  company,  report- 
edly paid  $90  million  for  the  Justice 
Department's  Judiciary  Center,  a 
336,000-square-foot  building  in 
downtown  Washington,  D.C.,  a  few 
blocks  from  the  Capitol.  To  its  new 
landlords,  Justice  now  pays  rent  of 
$8.5  million  a  year,  another  droplet  in 
the  river  of  dollars  flowing  out  of  the 
U.S.  and  into  Japan's  bulging  bank 
coffers.  In  1984  the  General  Services 
Administration  wanted  to  buy  the 
building  from  G.E.  Credit,  but  the  lat- 
ter owned  only  the  building,  not  the 
land.  Instead,  Dallas'  Hall  Financial 
Group  bought  the  building  and  leased 
it  to  the  GSA.  In  November  1985  the 
Justice  Department  moved  in.  Then 
Hall  sold  the  building.  Hence,  the  Jap- 
anese landlords. 


Savings 


How  the  401 K  is  faring 

What  has  tax  reform  done  to  40  IK 
savings  plans,  where  an  em- 
ployee's contribution  is  used  to  re- 
duce his  taxable  income?  The  1986 
tax  law,  for  example,  placed  a  $7,000 
"cap"  on  deductible  employee  contri- 
butions. To  find  out,  Buck  Consul- 
tants Inc.,  a  New  York  City-based 
pension  and  benefits  adviser,  sur- 
veyed 700  employers  and  got  replies 
from  183,  of  which  168  had  40 IK 
plans  in  effect.  Fred  Rumack  of  Buck, 
who  managed  the  survey,  says  he  ex- 
pects the  plans  to  continue  to  grow  in 
spite  of  the  reduced  tax  advantage. 
One  reason  is  that  IRAs,  which  prior 
to  tax  reform  also  had  significant  tax 
advantages  for  savers,  have  been  so 
sharply  curtailed  as  to  have  little  at- 
traction for  most  people.  Thus  401Ks 


stand  out  as  an  attractive  alternative. 
What's  more,  40 IK  funds  are  protect- 
ed from  creditors  if  an  employer 
should  seek  bankruptcy.  The  Buck 
survey  also  measured  the  extent  of 
employer  contributions  and  found 
that  83%  of  companies  with  401Ks 
had  some  form  of  matching:  28%  on  a 
dollar-for-dollar  basis  and  43%  on  a 
one-dollar-for-two  scale. 


Management 


Parachutes  for  all 

The  latest  vogue  in  protection 
against  takeovers  is  the  pension 
parachute,  one  that  covers  not  only 
top  management  but  the  rank  and  file, 
too.  The  idea  is  catching  on  because 
the  bull  market,  by  sending  up  the 
price  of  stock  held  in  company  retire- 
ment funds,  has  made  many  pension 
plans  overfunded.  This  attracts  preda- 
tors, because  going  after  a  company 
whose  pension  plan  has  more  assets 
than  needed  could  let  an  aggressor  use 
those  funds  to  finance  a  takeover.  To 
prevent  that,  the  target  company  can 
write  into  its  pension  plan  a  rule  that 
says  that,  in  the  event  of  a  hostile 
takeover,  the  years  that  employees 
need  to  become  fully  vested  would 
automatically  be  halved.  That  alone 
would  eat  up  excess  assets  in  most 
pension  funds.  More  than  a  year  ago  a 
U.S.  district  court  in  New  York  up- 
held a  pension  parachute  that  Union 
Carbide  employed  to  fend  off  GAF 
Corp.  Now  ITT,  Cluett-Peabody, 
General  Foods,  Joy  Manufacturing, 
Tesoro,  Morton  Thiokol  and  AMF 
Corp.  have  adopted  similar  programs. 
More  will  follow,  says  Norman  New- 
man, partner-in-charge  of  the  employ- 
ee benefits  department  at  New  York 
City's  Baer  Marks  &  Upham. 
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Mortally  flawed  measure 

Sir:  Tell  me  how  you  would  rate  hos- 
pitals by  death  and  outcome  when 
the  major  variables  are  the  patients 
themselves  ("Dead  right  way  to  rate 
hospitals,"  Fact  arid  Comment,  May  4). 
Hospitals  vary  by  the  number  of  el- 
derly, poor  and  uneducated  they  care 
for.  Some  hospitals  discharge  termi- 
nally ill  patients  before  they  die.  Our 
best  hope  for  measuring  quality  lies 
with  research  into  the  true  compo- 
nents of  health  care  quality,  such  as 
is  slowly  showing  up  in  the  accredita- 
tion process. 
— Robert  B.  Bruner 
President  and  Executive  Director, 
Mount  Sinai  Hospital 
Hartford,  Conn. 

Sir:  Body  count  in  hospitals  has  no 
more  validity  than  it  did  in  Vietnam. 
There  are  those  hospitals  in  some 
communities  that  find  it  necessary  to 
transfer  the  more  seriously  ill  or  in- 
jured to  other  hospitals.  They  are  rat- 
ed as  "quality"  institutions  because 
their  patients  die  elsewhere. 
— Russel  W.  Van  Norman,  M.D. 
Chief  of  Staff, 

R.E.  TJjomason  General  Hospital 
El  Paso,  Tex. 


Bigger  isn't  always  better 

Sir:  David  Dreman's  column  in 
Forbes  ( "Of  wizards  and  soothsayers, " 
May  4)  focused  on  newsletters  with  the 
largest  circulations.  Bigger  isn't  al- 
ways better,  of  course.  The  Hulbert 
Financial  Digest's  data  show  that  some 
newsletters  have  beaten  the  market 
averages  handsomely  over  the  past 
seven  years.  The  proper  conclusion  is 
that  we  should  be  careful  in  choosing  a 
newsletter,  not  that  all  newsletters 
should  be  ignored. 
— Mark  Hulbert 
Editor, 

The  Hulbert  Financial  Digest 

Washington,  D  C 


Fair  trade's  the  issue 

Sir:  Your  article  on  the  effects  of  the 
falling  dollar  on  prices  of  foreign  goods 
sold  here  ("Dumping?  Or  just  defend- 
ing markets?"  May  18)  raises  a  critical 
fair  trade  issue.  You  imply  that  prices 
of  Japanese  products  shouid  be  up  45% 
from  1985  if  yen  export  prices  were 
unchanged.  The  real  expected  dollar 


price  increase  is  75%. 

If  you  had  compared  this  expectc 
dollar  price  increase  of  75%  with  tl 
actual  increases  of  zero  to  only  19°/ 
your  readers  would  have  gotten 
much  more  accurate  view  of  the  d 
gree  of  dumping.  Once  there  are  effe 
tive  dumping  laws  and  administratis 
procedures,  dumping  will  stop. 
—Jerry  K.  Pearlman 
Chairman  and  President, 
Zenith  Electronics  Corp 
Gleni'ieu',  III. 


Bull  market  checklist 

Sir:  How  will  you  know  when  il 
over?  ("A  checklist  for  stock  mark 
prognosticators,"  May  4.)  Not  wh( 
the  fat  lady  sings,  rather  when  si 
screams! 

— Ralph  C.  George 
Grass  Valley,  Calif 

Sir:  Perspective  is  really  difficult 
maintain  when  everything  has  be< 
going  right.  I  suspect  Ivan  Boesky,  D 
vid  Levine,  Boyd  Jefferies,  Jim  Bakk 
and  Gary  Hart  would  all  agree  th 
they  lost  their  perspective.  Your  an 
cle  provides  perspective. 
— H.  Thomas  Smith 
Birmingham  Capital  Management  Co. 
Birmingham,  Ala. 

Sir:  I  have  become  increasingly  di 
turbed  by  the  market  multiples  ai 
cash  flow  gibberish  that  I  am  hearii 
from  people  who  are  supposed  to  1 
experts.  I  am  slowly  pruning  n 
clients'  portfolios  so  that  most  will  1 
at  least  50%  in  cash. 
— Burton  A.  Johnson 
Portfolio  Manager 
Sandy  Spring,  Md. 


Who's  worth  more? 

Sir:  Many  knowledgeable  busine 
people  could  have  salvaged  Chrysl 
by  doing  what  Iacocca  did:  buildii 
better  cars  that  could  compete 
looks,  durability  and  performam 
with  Japanese  vehicles.  They  prob 
bly  would  have  accepted  much  le 
remuneration  for  doing  the  obvious 
Your  question  (Sidelines,  May  18)  . 
to  whether  Michael  Jackson  or  Brui 
Springsteen  is  worth  more  to  socie 
[than  Lee  Iacocca)  is  inappropriate  b 
cause  they  are  not  executives  ai 
their  rewards  were  based  on  volunta: 
ticket  sales.  But  there  are  peop 
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Reduce 
cthe  risk 
in  hiring 
accounting 
financial  and 
data  processing 
personnel. 

An  independent  study*  revealed  that  3  out 
of  4  top  executives  and  personnel  managers 
agreed  that  specialized  personnel  services 
are  better  than  the  non-specialized  at 
providing  quality  personnel. 

Robert  Half  is  the  world's  largest  specialist 
in  recruiting  accounting,  financial  and  data 
processing  personnel.  Robert  Half  has  the 
size  and  reputation  to  attract  more  job 
candidates— and  the  expertise  to  match 
their  capabilities  with  your  company's  exact 
requirements. 

And  all  that  reduces  risk. 

Call  your  Robert  Half  office.  You'll  be  glad 
you  did. 

Elf] ROBERT  HALF' 

rrm  accounting,  financial  and  edp  personnel  specialists 


*  Burke  Marketing  Research  Services 


©  1987  Robert  Half  International  Inc. 

Most  offices  independently  owned  and  operated 


^Aestirighouse? 
What  an  enlightened 
approach  to  asset-based 

lending! 


Westinghouse  is  no  longer  making  those 
famous  light  bulbs,  but  we're  certainly 
lighting  up  the  world  of  asset-based 
lending. 

Westinghouse  Credit  is  in  the  busi- 
ness of  providing  manufacturers,  distrib 
utors  and  other  service  companies  with 
innovative  ways  to  finance  growth. 
Whether  you  need  working  capital  or 
acquisition  financing,  we  can  turn  your 
assets  into  the  cash  to  power  that  growth 

Based  upon  your  receivables  or 
inventory,  our  specialists  can  design  a 
revolving  credit  facility  to  meet  your 
specific  business  needs.  Or  we  can  meet 
those  needs  through  a  customized  term 
loan  secured  by  your  fixed  assets. 


That's  why  we're  one  of  America's 
fastest  growing  resources  for  business 
capital.  A  lender  with  so  many  satisfied 
customers  that  over  $2  billion  of  our 
financing  last  year  was  repeat  business. 

Maybe  you,  too,  should  look  into 
Westinghouse  Credit. 

After  all,  you  don't  want  to  miss  the 
chance  to  plug  into  one  of  the  leading 
power  sources  for  business  growth. 


Westinghouse  Credit 

Westinghouse  Credit  Corporation.  One  Oxford  Centre.  Pittsburgh.  PA  15219:  Commercial  and  Residential  Real  Estate  Financing. 
Corporate  Financing.  Acquisition  Financing.  Asset-Based  Lending.  Leasing,  and  Fixed  Asset  Financing 

You  can  be  sure. .  .if  it's  Westinghouse  (w) 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


GOLD  RESUMES  ITS  GLITTER  IN  TIMES  OF  UNCERTAINTY 

But  as  a  peg  to  hang  the  world's  currencies  on, 
gold's  prospects  remain  remote — to  say  the  least. 

IF  ALL  NUCLEAR  WEAPONS 


ere  removed  from  Europe,  our  NATO  allies  fear  that  the 
iviets,  with  their  vastly  greater  numbers  of  conventional 
eapons,  could  overrun  the  Free  West  a  la  Hitler. 
They  feel  that  only  the  absolute  certainty  that  the  U.S. 
ould  retaliate  by  launching  intercontinental  missiles 


against  the  U.S.S.R.  could  prevent  that  catastrophe. 

They  feel  deep  uncertainty  that  the  U.S.  would  ignite 
nuclear  conflagration  when  up  against  the  stark  decision 
to  press  the  buttons. 

And  they  could  well  be  right. 


WHERE  IS  ALL  THE  STOCK  MARKET'S  CASH  COMING  FROM? 


Subtract  $114.5  billion  of  new  bond  and  stock  offerings 
am  $446  billion  paid  out  to  redeem  bond  and  stocks  in  the 
ist  36  months,  and  you  net  $332.5  billion  in  available 
nds,  according  to  Robert  A.  Schwartz  of  Merrill  Lynch 


Capital  Markets.  When  analysts  refer  to  "a  lot  of  cash  out 
there  to  be  invested,"  this  is  a  chunk  of  what  they  mean. 

While  that  would  fill  a  lot  of  mattresses,  it  has  in  fact 
helped  boost  quite  a  number  of  bond  and  stock  prices. 


HOBBLING  THE  IRS  IS  A  SURE  WAY  TO  INSURE 


at  the  federal  deficit  will  soar  beyond  its  present  nearly 
comprehensible  size. 

Bills  before  Congress  to  curb  patently  abusive  treatment 
taxpayers  and  patently  brutal  acts  to  collect  are  under- 


standable in  motivation.  But  they'd  better  be  drawn  with 
pinpointed  care,  lest  the  IRS  be  seriously  defanged.  If  well- 
intentioned  legislation  lets  the  Feds  be  lawyered  and  court- 
ed ad  infinitum,  the  country  could  near-drown  in  red  ink. 


HOUSE  SPEAKER  WRIGHT  A  FUNNY  FELLOW? 


In  terms  of  his  public  image,  a  sense  of  humor  isn't 
remost  among  the  attributes  one  would  associate  with 
>eaker  of  the  House  James  Wright.  Except,  perhaps,  if 
le  could  regard  as  a  bad  joke  his  first  pronouncement 
ter  he  became  the  most  powerful  man  in  the  House, 
hen  he  advocated  raising  some  of  the  just-reduced  in- 
ime  tax  rates. 


But  New  York  Daily  News  columnist  Liz  Smith  quotes 
the  Speaker  in  an  observation  about  presidential  candi- 
date Haig  that  is  Wright  funny:  "You  remember  Al  Haig; 
he  used  to  be  President  before  Don  Regan." 

If  this  is  a  sample  of  the  Texas  congressman's  witful 
humor,  there's  hope  we  can  raise  our  hopes  for  him — and 
for  us. 
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THE  WINDSOR  JEWELS  WERE  ESTIMATED  TO  BRING  $7  MILLION 


in  the  fascinating  catalog  Sotheby's  issued  before  the  great 
event.  On  the  evening  that  the  display  of  these  poignant 
pieces  opened  in  New  York,  I  was  asked  by  the  New  York 
Times  to  comment  about  the  forthcoming  sale:  "Anybody 
could  retire  in  luxury  on  the  difference  between  the  esti- 
mates and  what  they  actually  get." 

I'm  not  sure  whether  you'd  call  that  an  understate- 
ment or  an  overstatement.  At  the  Geneva  auction  the 


Windsor  jewelry  brought  in  S50  million. 

The  beneficiary  was  famed  Pasteur  Institute,  whicl 
today  doing  perhaps  the  most  effective  research  on  AD 
Whoever  persuaded  the  fading,  withdrawn  Duchess  tona 
Pasteur  Institute  as  her  beneficiary  deserves  a  great  med 

It's  ironic  that  the  greatest  contribution  two  of 
world's  most  famous  lovers  made  to  the  world  came  no 
their  living  but  in  their  dying. 


BAWLED  OUT  FOR  HAVING  A  TWO  WORD  BALL 


Over  the  years  it's  been  fun  doing  things  to  words  that  in 
my  wee  and  humble  mind  enhance  their  meaning  in  the 
context  I'm  using  them.  Invariably,  purists  pounce  on  the 
basis  that  so  modified  (I'd  call  it  enriched!)  the  words  are 
not  in  the  dictionary. 

So?  Dictionaries  are  history.  Every  new  edition  con- 
tains new  words,  new  uses  of  old  words.  What  was 
colloquial  or  slang  becomes  universal,  sometimes  be- 
coming so  widespread  dictionary  purists  can  no  longer 
deny  their  entry.  What  do  they  think  "living  language" 
means?  Anything  and  everything  metamorphoses  to  one 
degree  or  t'other. 

Anyhow,  in  one  issue  I  committed  two  sins — according 
to  my  critics.  According  to  me,  one  "sin";  the  other  was 
actually  a  typo. 

In  describing  the  straight  talk  of  Russia's  new  U.N. 
ambassador,  I  wrote:  "Uncircumlocutoriously,  he  granted 
that.  .  . ." 

In  another  editorial  about  those  who  queried  whether  I 
write  these  editorials  or  not,  I  began  a  sentence  "Disre- 
gardless  of  what  motivates  the  question.  ..." 

The  word  "disregardless"  was  a  transcription  error.  I  had 
dictated  "disirregardless."  We  all  know  what  "regardless" 
means  and  adding  two  more  negatives,  "dis"  and  "ir,"  to 
one  triples  the  negative  power  (what  a  ball  word  monkeys 
and  word  mongers  will  have  with  that  claim!). 

And  now  let's  quote  some  of  the  zingers  that  readers 
zapped  this  way — 


"The  next  time  someone  asks  you  'Who  writes  your 
editorials?'  please  be  advised  that  it  may  be  more  of  an 
inquiry  into  your  level  of  literacy  than  your  politics. 
'Regardless,'  certainly,  'disregardful,'  perhaps.  'Irregard- 
less,  acceptable  but  classified  as  a  'deliberate  redundancy.' 
But  DISREGARDLESS?????  Perhaps  nothing  exceeds  the 
fun  of  writing  your  comments,  but  the  'beauty  of  power' 
should  not  also  include  the  abuse  of  the  English  language." 

— Stanley  M.  Katz,  Princeton  Junction,  N.J. 

"  'DISREGARDLESS'????  THAT'S  an  abuse  of  power  to 
just  go  around  making  up  words.  You're  so  literate  and 
articulate;  surely  this  is  a  joke.  I  still  love  your  magazine 
iARDLESS  of  your  bad  grammar,  and  I  guess  I'll  just 


have  to  start  seeing  you  as  human  instead  of  Superman 
— Annette  Barath,  La  Canada,  Cs 
"Don't  be  hurt  by  this  etymologizing,  but  with  regan 
your  Apr.  20  Fact  and  Comment,  the  question  should 
be  'Who  writes  your  editorials?'  but  rather  'Who  wr; 
your  dictionary?'  'Disregardless?'  My  Webster's  is  disregi 
ful  of  such  a  word." 

— James  W.  McCleary,  Greenwich,  Co 
"It's  fun  to  ask  'Mighty  Malcolm'  if  in  addition 
using  the  'Beauty  of  Power'  to  write,  does  he  not  pen 
editing?"  — Lloyd  H.  Jewell,  Port  Huron,  Mi 
"I  think  you  should  be  both  'unflattered'  as  well 
'dishurtless'  to  use  something  like  disregardless.  I  o 
wish  that  you  had  used  that  'VCR  fast-forward  button 
flip  past  it  (see  Forbes'  April  20th  issue)." 

—Bruce  E.  Neff,  Dallas,  1 
"Where  the  hell  did  you  come  up  with  'uncircumlo 
toriously'?  I  now  believe  you  write  your  own  editori 
but  I  still  understand  your  comment." 

— Darwin  Walls,  Bay  Village,  Ol 
"Twenty-one  letters!!  Do  you  have  any  longer  wc 
up  your  Editorial  sleeve??" 

— Duane  Walsworth,  Rancho  Palos  Verdes,  C< 
"Come  on  now."  'Uncircumlocutoriously.'  Sounds  m 
like  a  career  officer  at  the  State  Department  than 
usually  incisive  editor-in-chief  of  Forbes.  Definitely  a 
P.S.  Could  it  have  been  something  you  had  with  lunchi 

Steve  Koch,  Peoria, 
"If  'irregardless'  is  irredundant,  what  is  'disregardle: 
Regardless  how  you  write  I  have  no  disregard  for  your  ri 
to  write  it,  for  your  write  often  rights  it.  Lest  this  note 
viewed  as  disregardful  or  circumlocutory,  in  closing, 
main  vulnerable,  it's  human,  and  continue  to  write  ; 
right.  Undisrespectfully.  .  .  ." 

i.A.  Coop  Cooprider,  Otterbach,  West  Germ; 


Sure,  I  could  have  used  a  dozen  simpler,  cleaner,  flat 
more  straight  words  than  uncircumlocutoriously,  but 
dictionary  defines   "circumlocution"  as  "evasion 
speech."  By  using  this  beautifully  clumsy  elongati 
doesn't  it  make  the  point  I  was  making  almost  poetica 
phonetically  more  powerful? 
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HOW  OFTEN  CAN  WE  SALUTE  LIVING  HISTORY? 


Rarely.  But  when  it's  possible,  it's  exciting. 
Irving  Berlin  created  the  greatest,  most-remembered, 
iost  alive  songs  and  music  of  more  than  eight  decades. 
And  at  99  years  of  age,  he's  still  among  us,  the  living 
nbodiment  of  nearly  a  century  of  our  most  fabulous 
bled  lyrics  and  melodies.  He  still  occasionally  takes  a 

constitutional  around  New 
York's  East  Side.  He's  still 
mentally  alert.  As  he  puts 
it,  "My  health  is  wonder- 
ful from  the  neck  up." 

Just  look  at  these  few 
titles  from  the  glorious 
gamut  that  rings  every  bell 
on  all  the  aspirations  of 
America  and  Americans: 
Alexander's  Ragtime  Band  - 


God  Bless  America  -  Oh,  How  I  Hate  to  Get  Up  in  the 
Morning  -  A  Pretty  Girl  Is  Like  a  Melody  -  Always  -  Blue 
Skies  -  The  Song  Is  Ended  -  How  Deep  Is  the  Ocean?  -  Let's 
Have  Another  Cup  of  Coffee  -  Easter  Parade  -  Cheek  to 
Cheek  -  I'm  Putting  All  My  Eggs  in  One  Bas- 
ket -  This  Is  the  Army,  Mr.  Jones  -  White  Christmas  - 
There's  No  Business  Like 
Show  Business  -  It's  a  Love- 
ly Day  Today. 

Imagine,  he's  outliving 
even  his  copyrights. 

By  virtue  of  his  incompa- 
rable music,  Irving  Berlin  is 
and  always  will  be  alive. 
He's  come  nearest  to 
achieving  the  unachiev- 
able— immortality. 


ONE  OF  THE  BEST  THINGS  TO  BE  SAID  FOR  THE  RICH 

Milton  Petrie. 


LOVE 

is  for  giving,  not  for  the  taking. 


WORKING  AT  IT 

is  the  only  way  to  make  it  so. 


BOOKS 


learanee 

*  O  V  t  I 


•  "Q"  Clearance — by  Peter  Benchley 
(Random  House,  $16.95).  A  very  fun- 
ny, novelized  satire  on  White  House 
modus  operandi.  The  main  character 
is  a  lowly  wordsmith  doing  first  drafts 
of  presidential  proclamations  for 
Days  of  no  consequence.  By  hilarious 
happenstance,  he  finds  himself  right  - 
ind  man  to  a  Lyndon  Johnsonesque  President  and  an 
witting  source  for  Red  espionage.  Between  Peter  Bench- 
er and  superwriter  Christopher  Buckley's  White  House 
ess,  presidential  lifestyles  won't  dare  to  be  again  as  they 
:re  before  these  two  scalped  'em. 

icerpts:  The  President  never  made  light  remarks  about 
e  U.S.,  never  made  a  public  slip  stronger  than  "hell"  and 
•ver  in  public  called  anyone  by  his  or  her  first  name.  No 
tertainer  was  Willie  or  Frank,  no  politician  Tip  or  Teddy 
Bob  or  Strom.  Everyone  was  Mr.  or  Mrs.  (That  trick  he 
id  learned  from  a  man  whose  verbal  skills  he  admired, 
illiam  F.  Buckley  fr.  It  always  made  Buckley  seem  at 
ice  respectful  and  superior.).  .  .  Presidential  proclama- 
ms  existed  for  the  sole  purpose  of  giving  presidential 
eechwriters  colitis.  .  .  .  For  what  reason  Burnham  wasn't 
re,  but  he  felt  compelled  to  disclaim  his  own  lie.  "I  was 
orried  it  might  be  a  little  .  .  .  exaggerated."  "Not  abit.  It's 
le,  that's  what's  important.  Facts  aren't  important,  as 


long  as  they  support  the  truth. "  The  President  smiled.  .  .  . 
There  was  a  mirror  in  the  principal's  office.  Ivy  licked  a 
couple  of  hairs  down  and  tucked  away  a  bra  strap  and  was 
pleased:  The  edifice  showed  age  and  hard  use — the  shoul- 
ders were  weary,  and  there  was  a  bit  too  much  padding  on 
the  trunk — but  none  of  that  could  conceal  the  woman  of 
good  breeding  and  proud  bearing  who  lived  within.  The 
principal  impressed  Ivy  right  away  by  not  keeping  her 
waiting.  She  was  on  time;  so  was  he.  The  signs  were  good. 

•  The  Chocolate  Lover's  Cook-  ^ 
book — by  Billie  Little  (Medallion 
Books,  Inc.,  5455  Wilshire  Boule- 
vard, Suite  1700,  Los  Angeles, 
Calif.  90036,  $15.95).  Chocolate 
in  any  and  every  form  is  ambro- 
sia for  most  of  us.  In  this  vol- 
ume, Billie  Little's  provided  us 
with   our   chocolate  bible — 400 


mouth-watering  recipes  so  clearly  set  forth  that  even 
the  least  adept  of  us  can't  fudge  the  results.  Grab  a 
copy,  chocoholics,  and  go  joyfully  to  the  kitchen! 

Oriental  Drops:  4'/z  oz.  semisweet  chocolate  chips,  %  cup 
caramels,  1  can  chowmein  noodles,  1  cup  salted  peanuts. 
Melt  chocolate  and  caramels  in  the  top  of  double  boiler  over 
hot  water.  Remove  from  heat;  stir  in  noodles  and  peai^uts. 
Mix  well.  Drop  by  teaspoonfuls  onto  waxed  paper.  Chill. 
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MANY  AUTOMOBILE  MAKERS  ITCH 
TO  BUILD  THE  PERFECT  CAR. 
THE  MERCEDES-BENZ  S-CLASS  IS  PROOF  THAT 
SOME  SIMPLY  ITCH  MORE  THAN  OTHERS. 


is  a  curious  fact  that  not  everyone  who 
eks  the  very  best  in  a  large  sedan  is  fully 
are  of  just  how  much  sedan  this 
titles  todays  buyer  to  demand. 

Some  still  opt  for  the 
erbearing  "luxury"  sedan  in  all 
bulk  and  ostentation,  unaware 
it  big  today  can  also  mean  fast, 
ile  and  responsive.  Some- 
lat  better  off  are  those  who 
ve  moved  up  to  vivid  big-sedan 
rformance  —  but  then  go  no  further. 

Then  there  are  those  who  choose  the 
dans  of  the  S-Class.  The  Mercedes-Benz 
srview  is  their  overview:  a  large  sedan— 
fficiently  well  engineered  —  can  balance 
pie-digit  performance  with  hushed  driving 
se.  Agile  handling  with  an  unruffled  ride, 
e  fragrance  of  leather  upholstery  and  the 
hness  of  handworked  woods  with  the  tac- 
3  pleasures  and  keen  precision  of  a  true 
vers  car. 

And  the  rewards  that  follow  are 
jirs  to  enjoy  every  mile:  swift  and  sure- 
)ted  automotive  travel  on  vast  highways 
d  unpaved  byways  alike.  Experienced 
lid  sumptuously  comfortable  surroundings. 


And  in  a  blissful  state  of  near  silence. 

The  rewards  continue— because  the 
S-Class  is,  after  all,  built  by  Mercedes- 
Benz.  And  thus  is  welded,  brazed,  filed, 
sanded,  polished  and  nit- 
picked  to  completion  along  an 
assembly  route  lined  with 
enough  inspections  (and 
inspectors)  to  make  this 
the  most  demanding  trip  of  its 
life,  if  not  any  car's  life.  The 
S-Class  aims  not  only  for  the  glam- 
our of  high  technology  but  also  the  reas- 
surance of  high  technological  reliability.  And 
reflects  almost  fifty  years  of  basic  Mercedes- 
Benz  safety  research  and  engineering. 

You  can  choose  from  three  S-Class 
sedans-the  560  SEL  and  420  SEL  V-8's,  and 
the  stunning  six-cylinder  300  SDL  Turbo. 
Their  character  subtly  differs  from  one  to 
another;  their  blend  of  high  performance 
and  high  driving  civilization  differs  from  all 
other  large  sedans  in  the  world. 


Engineered  like  no  other  car  in  the  world 


7  Mercedes-Benz  of  N.A..  Inc.,  Mrfntvale,  N.J. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


NO  Splat! 

Convenience  foods  are  for  the  con- 
venience of  those  serving  them.  The 
best  example  is  the  tomato.  The  to- 
mato is  a  wonderful  thing,  but  most 
Americans  have  never  tasted  one.  Re- 
cent tests  show  that  our  cars  cannot 
take  a  five-mile-an-hour  impact  with- 
out sustaining  great  damage,  but  the 
newest  supermarket  tomatoes  can  be 
dropped  to  the  floor  at  fifteen  miles 
per  hour  without  being  damaged. 

I  like  the  suggestion  of  the  Los  An- 
geles Times  that  we  ought  to  start 
driving  tomatoes. 
— Charles  Kuralt,  Dateline  America 

Go  to  Hell 

If  we  do  not  turn  the  tables  on  the 
titillaters,  we  will  load  future  news 
conferences  with  such  significant  pol- 
icy questions  as:  "Sir,  there  are  wide- 
spread reports  of  your  impotence; 
when  was  the  last  time  you  and  your 
wife  had  sexual  relations?"  "Madam, 
how  do  you  deal  with  the  persistent 
rumors  that  your  national  security  ad- 
viser is  a  herpes  victim?"  "Have  you 
or  any  member  of  your  family  ever 
taken  illegal  drugs?"  "Some  say  that 
you  once  saw  a  psychiatrist — exactly 
what  was  your  problem?" 

"Have  you  ever  committed  adul- 
tery?" was  the  stone  some  sin-free 
questioner  lobbed  at  Gary  Hart.  His 
answer  was  a  temperate  "I  do  not 
have  to  answer  that  question."  Mine 
would  have  been  "Go  to  hell." 


Neither  the  media  nor  the  govern- 
ment has  a  right  to  expect  an  answer 
to  such  personal  questions.  We  would 
all  be  better  off  if  candidates  for  office 
were  expected  to  take  offense  at  such 
intrusions. 

— William  Safire,  New  York  Times 

I  Cant  Be  Two 

"I"  is  the  first  letter  of  the  alphabet, 
the  first  word  of  the  language,  the  first 
thought  of  the  mind,  the  first  object  of 
affection.  In  grammar  it  is  a  pronoun 
of  the  first  person  and  singular  num- 
ber. Its  plural  is  said  to  be  We,  but 
how  there  can  be  more  than  one  my- 
self is  doubtless  clearer  to  the  gram- 
marians than  it  is  to  the  author  of  this 
incomparable  dictionary. 

— The  Devil's  Dictionary, 
by  Ambrose  Bierce 

Hyundai 

The  Hyundai,  that  nifty  and  cheap 
little  Korean  car,  has  caught  on  in  the 
U.S.  and  no  doubt  could  compete  in 
any  market  in  the  world.  So  our  Wil- 
liam McGum  inquired  into  how 
many  have  been  exported  from  Korea 
to  Japan.  He  found  that  in  1986  the 
number  was  zero.  This  was  down 
from  1985,  when  exports  reached  one, 
sold  to  Mitsubishi. 

The  problem  with  Japanese  trading 
practices  is  not  that  they  discriminate 
bilaterally  against  the  U.S.,  but  that 
they  simply  don't  play  by  the  rules  of 


an  open  trading  system.  So  if  i 
Hyundais  can't  be  exported  across  I 
straits  to  Japan  they  have  to  be  expc 
ed  across  the  Pacific  to  us. 

Mr.  Nakasone  will  help  the  L 
by  telling  the  folks  at  MITI  he  woi 
like  to  see  more  Hyundais  on  Japa 
highways. 

— Wall  Street  Journal  editoi 


Though  many  Americans 
have  forsaken  all  churcht 
they  run  as  if  the  fear 
of  God  were  in  them  still. 
—Painted  in  Blood,  by  Stuart  Ml 


Power  ful  Perks 

Even  at  his  level,  employment  in 
White  House  was  strong  drink.  In 
amorphous,  indecipherable  midc 
level  ranks  where  Burnham  resid 
where  everyone  was  a  staff  assistan 
special  assistant,  a  deputy  special 
sistant  or  (most  mysterious  of  aL 
plain  assistant  to  the  President, 
meant  restaurant  reservations  wl 
all  tables  were  full,  the  instantane< 
return  of  phone  calls  from  the  m 
power-crazed  snobs  in  the  capital,  2 
entree  (at  least  once)  to  redoubta 
Georgian  manors  where  the  glassw 
tinkled  with  clarion  clarity  and 
wine  was  served  before  its  time. 

— "Q"  Clear  an 
by  Peter  Bench 

Topping  Our  Offers 

It  is  America's  European  alii 
rather  than  the  U.S.,  that  are  m 
uneasy  at  the  turn  of  events — [ 
Russians  have]  topped  Amerii 
terms  for  a  pact  to  take  nuclear  n 
siles  out  of  Europe.  After  years  of  p 
licly  decrying  the  proliferation  of  i 
clear  weapons  on  their  soil,  some  ] 
ropeans  may  be  reminded  of  Os 
Wilde's  dictum:  "When  the  gods  w 
to  punish  us,  they  answer  1 
prayers."  To  the  West's  discomf< 
Gorbachev  is  zestfully  playing  a  r 
no  previous  Soviet  leader  has  essay 
the  man  who  keeps  saying  yes. 

—Ti 

Give-Backs 

When  Senator  Bill  Bradley  (D-N 
introduced  a  bill  to  give  back 
American  Indians  1 .3  million  acres 
federal  land  in  the  West,  Senator  M 
colm  Wallop  (R-Wyo.)  said  he'll 
troduce  a  bill  to  give  away  the  Stai 
of  Liberty. 

— U.S.A.  Toe 
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To  uncle  island 
what  is  happenirm  today  or 
what  will  happen  in  the  future, 
Ilookbaek. 
—  Oliver  Wendell  Holmes 


EXPERIENCE 


You  learn  to  accept  risk  if  you  expect  gain. 

But  the  risks  you  face  in  today's 
complex  business  climate  are  many  times 
more  severe  than  the  simple  entrepre- 
neurial risks  encountered  just  a  few 
years  ago. 

Our  experience  can  help  you  manage 
these  new  risks.  After  all,  Fireman's  Fund 
has  been  dealing  with  changing  risk 
environments  for  123  years. 

During  the  Civil  War,  we  began 
underwriting  Pacific  coastal  schooners. 
Before  long,  we  were  insuring  steam- 
ships, then  airplanes  and  now  satellites. 

But  it  hasn't  been  without  cost. 
Fireman's  Fund  was  less  than  10  years  old 
when  we  paid  dollar  for  dollar  on  the 
fire  that  destroyed  Chicago  in  1871.  Our 
stature  among  policyholders  grew  as  we 
survived  the  San  Francisco  Earthquake 
of  1906  and  the  economic  tremors  of 
the  Thirties. 

Today  we're  one  of  the  world's  largest 
commercial  insurers,  with  nearly 
$10  billion  in  assets  and  the  financial 
integrity  to  match. 

We  concentrate  our  energies  on 
property  and  casualty  insurance,  under- 
writing only  those  businesses  we  know 
well.  We  deal  only  through  a  select  roster 
of  independent  agents  so  that  you  get  the 
finest  service.  And  our  people  are  share- 
holders with  a  sense  of  personal  commit- 
ment and  pride. 

Fireman's  Fund.  For  123  years  we've 
been  planning  for  tomorrow. 
Not  merely  accepting  risk, 
but  doing  something 
about  it. 

FIREMAN'S  FUND 

INSURANCE  COMPANIES 

123  years  of  tomorrows. 


Wig 


our  father  should  expect  only  the  very  best 
heir.  Give  him  the  Scotch  that  will  more  than  meet 
s  expectations:  Johnnie  Walker  Black  Label, 
long  years  to  create  just  one  bottle  of  this  great  Scotch. 
It  has  every  right  to  be  expensive. 

Johnnie  Walker- 
Black  Label  Scotch 

YEARS  t\ OLD 

S  — y2jf  ' 


Black  I -abet  anywhere  in  the  USA  Call  I  800  24?  3787  Void  where  prohibited 
SK  r  6f>  e  PROOF  BOTTLED  IN  SCOTLAND  IMPORTED  BY  DISTILLERS  SOMERSET  N  Y  N  Y  f  1986 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


BANK  STOCKHOLDERS  SHOULD  APPLAUD 


hn  Reed's  bold  decision  to  reserve  $3  billion  for 
>tential  loan  losses.  It  is  the  best  news  yet  on  the  Third 
orld  debt  crisis.  By  aggressively  writing  off  debts, 
iticorp  increases  the  chances  of  ultimately  collecting 
em.  It  could  be  the  needed  catalyst  for  fundamentally 
fferent  approaches.  All  lenders  should  benefit. 
Austerity  hasn't  worked.  Nor  have  infla- 
Dnary  devaluations.  Nor  has  Treasury  chief 
n  Baker's  plan  of  promoting  growth.  (In  the  a 
unch,  he  wouldn't  bring  the  necessary  pres-  | 
re  to  bear  to  get  the  tax  changes  and  other  J 
forms  that  would  make  growth  possible.)  I 
The  problem  with  Brazil,  Mexico  et  al.  has  -S 
)t  been  the  level  of  their  debt.  Proportion- f 
ely,  the  U.S.  was  as  much  in  hock  to  Jim  Baker:  Will  he  exploit 
reigners  at  the  turn  of  the  century.  Back       Citicorp's  opening' 
en,  Canada,  Australia  and  Argentina  (at  the  time,  one 
the  world's  strongest  credits)  owed  more  in  relation  to 
eir  economy  than  do  most  debtors  today. 


Why  the  Troubles 

The  lending  of  the  1970s  and  early  1980s  was  funda- 
entally  unhealthy.  Too  much  money  went  to  govern- 
ents  or  state  holding  companies,  too  little  to  genuine 
ivate  entities.  Latin  nations  and  other  debtors  today  all 
are  the  characteristics  of  being  overtaxed,  overregulat- 
,  overbureaucratized. 

The  theory  was  that  private  companies  can  go  broke, 
vernments  can't.  Thus  borrowing  bureaucrats  had  no 
centive  to  curb  their  anti-free-enterprise  habits.  In  fact, 
e  free-flowing  loans  did  just  the  opposite.  The  most 
regious  case  was  Mexico,  already  one  of  the  most 
itist  economies  in  the  noncommunist  world,  which 
:nt  on  a  binge  of  wasteful,  government-directed  invest- 
ent  programs. 

Many  of  these  countries  have  vibrant  underground  econ- 
aies;  there's  no  lack  of  entrepreneurship.  The  task  is  to 
ileash  this  energy  in  a  constructive  manner.  How? 
Citicorp  or  someone  else  could  take  the  initiative  and 
ad  a  team  of  experts  to  Brazil  to  come  up  with  new 
oposals.  They  should  be  people  who  know  that  the 


answer  lies  in  creating  an  economy  hospitable  to  those 
who  wish  to  get  ahead,  an  economy  not  hobbled  by  exces- 
sive taxes  and  overpowering  bureaucrats. 

As  a  beginning,  tax  and  tariff  codes  should  be  examined. 
After  that,  the  baleful  influences  of  state  holding  compa- 
nies. Then,  the  myriad  economic  regulations  and  decrees 
that  have  long  been  a  staple  in  Latin  lands  and 
which  reward  political  muscle  more  than  busi- 
ness ability. 

Korea,  Taiwan,  Singapore  and  Hong  Kong 
have  all  shown  what  hard  work  and  a  modi- 
cum of  free  enterprise  can  achieve. 

If  debtors  loosen  their  suffocating  economic 
policies,  capital  will  pour  in.  A  sign  of  a  turn- 
around would  be  if  their  trade  surpluses  turned 
to  trade  deficits.  We  ran  them  for  the  first  100 
years  of  our  existence.  Japan  had  tremendous  trade  short- 
falls from  the  end  of  World  War  II  through  the  late  1960s. 
South  Korea  had  trade  deficits  from  the  time  of  its  eco- 
nomic takeoff  in  the  early  1960s  until  very  recently. 


Future  Warnings 

The  Citicorp  move  could  have  a  number  of  other  salu- 
tary effects.  The  secondary  market  in  these  loans  will 
burgeon,  which  will  mean  more  discipline  by  both  borrow- 
er and  lender.  The  lack  of  a  secondary  market  enabled 
banks  to  pretend  that  all  credit  was  good.  In  the  future,  if  a 
bank  wants  to  lend  to  the  Mexican  government  and  Mexi- 
can paper  is  selling  at  70  cents  on  the  dollar  in  the  open 
market,  it  will  have  to  answer  some  awkward  questions. 
There'll  be  more  innovation  in  such  areas  as  debt-for- 
equity  swaps  in  Third  World  countries. 

Since  countries  no  longer  have  ready  access  to  credit 
either  from  banks  or  international  agencies,  they  will  be 
under  more  pressure  to  undertake  sensible  reforms,  such 
as  reducing  taxes  and  tariffs  and  privatizing  government- 
owned  enterprises.  The  Mexican  government,  for  exam- 
ple, has  been  quite  content  to  raise  levies  on  its  hard- 
pressed  middle  class  instead  of  selling  off  Pemex. 

Citicorp  has  taken  one  necessary  step.  Now  there  must 
be  an  effective  follow-through. 
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e  had  just  the 
right  prescription  for 
Physicians  Health  Services 
growing  pains. 

For  the  young  professionals  at  Physicians  Health 
Services  of  Connecticut,  the  symptoms  were  obvious: 
Growing  pains. 

But  they  weren't  sure  of  the  best  treatment  for  their 
office  space  problems  or  their  investment  needs  either. 
So  they  called  in  the  specialists  at  Cushman  &  >Xakefield 
and  discovered  a  group  that  practices  real  estate  the  way 
a  professional  medical  organization  delivers  health  care 

The  first  thing  we  did  was  assess  how  much  they 
would  continue  to  grow,  and  determined  that  the  best 
move  was  to  invest  and  move  into  a  new  office 

Next,  we  studied  30  buildings  in  the  area,  narrowed 
it  down  to  two,  and  analyzed  the  impact  of  each  on  the 
HMOs  operating  expenses  before  beginning  serious 
negotiations  with  the  building  owners. 

The  result:  a  long-term  lease  position  in  equity 
proceeds  in  the  new  building  and  a  healthy  baton 
tine  for  Physicians  Health  Services. 

Which  is  another  way  we've  earned  a  reputation  fix* 
being  Business  America's  Real  Estate  Firm. 

And  for  being  one  of  the  best  in  the  business. 


A  ROCKEFELLER  GROUP  COMPANY 


Business  Americans  Real  Estate  Firm. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


First  into 
the  barrel — autos 
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BULGING  INVENTORIES  MUST  BE  CUT 

A  FURTHER  CUT  IN  OUTPUT  BY  U.S.  MANUFACTURERS  SEEMS  in  the  Cards 

in  the  next  couple  of  months. 

The  operating  rate  in  April  for  factories,  mines  and  utilities  was  put  at 
78.9%  of  capacity,  down  from  the  79.5%  average  of  the  first  quarter. 

No  great  surprise  there.  Industry  (mostly  the  automakers)  had  a  mas- 
sive upturn  in  net  inventories  of  $64  billion  since  September  1986, 
which  helped  to  boost  the  growth  in  real  gross  national  product  in  the 
first  quarter  to  a  falsely  optimistic  4.4% ,  after  a  1 . 1  %  gain  in  the  fourth 
quarter  of  1986. 

In  parallel,  industrial  production  was  also  down,  by  0.4%  in  April, 
while  March  was  revised  down  to  a  0.2%  fall,  continuing  its  wobbling 
track  in  progress  since  1984.  "Having  grown  22%  between  November 
1982  and  July  1984,  it  has  grown  only  1.7%  since  then,"  points  out 
Gordon  Richards  of  the  National  Association  of  Manufacturers. 

Since  consumers  are  not  buying  all  the  cars  being  churned  out,  and 
since  nondefense  durable  goods  orders  in  April  were  down  0.9%  from 
March,  a  cutback  would  make  sense.  It  would  avoid  the  risk  of  an 
inventory  overhang,  which  would  be  recessionary. 

But  take  care  interpreting  this  group  of  statistics.  For  one  thing, 
capacity  and  usage-rate  statistics  are  estimates,  often  necessarily  sub- 
jective, from  industry  or  trade  associations. 

Estimates  for  steel,  paper  and  the  utilities  are  good.  Estimates  from 
food,  apparel,  lumber  and  many  areas  of  heavy  equipment  are  largely 
guesses.  The  crude  oil  refining  rate  is  plain  wrong,  perpetuating  a  1983 
error  by  the  Department  of  Energy.  "The  official  operating  rate  is  91% 
when  it's  actually  79%,"  says  Du  Pont  chief  economist  Richard 
Stuckey.  It  adds  only  a  small  (0.3% )  error  to  the  overall  statistics,  but  it 
will  be  revised. 

There's  another  reason  for  care.  Recent  headlines  intoned  that  the 
April  capacity  operating  rate  was  the  lowest  since  December  1983, 
ignoring  the  fact  that  capacity  is  now  about  10%  larger  than  in  1983, 
and  a  third  larger  than  a  decade  ago,  as  a  result  of  new  investment. 


Will  the  Fed's 
nerve  hold? 


Watch  for  signposts  in  the  next  couple  of  months  that  will 
indicate  a  positive  inventory  correction.  If  so,  the  calm  optimism  of 
many  top  businessmen  noted  here  last  issue  will  remain  justified. 

A  continued  involuntary  buildup  of  inventories,  on  the  other  hand, 
would  surely  signal  serious  trouble  ahead.  And  so  could  a  further 
increase  in  bank  failures. 

Federal  Reserve  Chairman  Paul  Volcker  has  been  playing  it  very 
cautious.  Since  the  turn  of  the  year,  money  supply  has  been  so 
restricted  that  in  real,  inflation-adjusted  terms  it  has  been  negative. 

A  lot  rides  now  on  the  Fed's  not  being  fazed  by  Citicorp's  throwing 
down  the  gauntlet  by  writing  down  its  Third  World  debt,  which  could 
put  pressure  on  less  well  heeled  banks,  and  on  Volcker's  not  overreact- 
ing to  new  fears  of  inflation  as  the  rate  rises  toward  5%  or  6%. 
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12-month  closeup 
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•preliminary   t  revised 


Signs  of  a  stalled  economy.  Rising  mortgage  rates  took  a 
little  more  momentum  away  from  the  building  industry. 
The  trailing  12-month  total  for  new  housing  starts  is  1.4% 
lower  than  it  was  a  month  earlier.  The  most  recent 
monthly  figures  (April)  indicate  a  13%  drop  in  housing 
starts  from  April  of  last  year.  Meanwhile,  a  sharp  decrease 
in  auto  production  is  largely  responsible  for  a  0.4%  drop  in 


industrial  production  in  April.  Retail  sales  posted  a  mod 
est  gain  of  0.1%  from  March  to  April.  After  adjusting  fo: 
inflation,  retail  sales  are  3.5%  higher  than  a  year  ago.  Alsc 
rising  was  the  three-month  total  of  consumer  installmen 
credit,  which  increased  0.1%  in  March,  to  $580  billion 
The  Forbes  Index  finished  the  most  recent  two-weel 
period  unchanged. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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PtEASE  BUCKLE  UP  FC*  SECURITY   C 198 7  RANGE  ROVER  Of  NORTH  AMERICA 

Wfe  brake  for  fish. 

r 


Duld  you  like  to  experience  a  Range 
:r  under  optimum  conditions? 
Just  add  water. 

A  Range  Rover  can  wade  through  depths 
would  immobilize  a  mere  car. 
And  provide  the  added  traction  of 
leel  drive  in  a  downpour. 
What's  all  the  more  extraordinary,  though, 
u  a  Range  Rover  isn't  a  vehicle  you'll 
to  save  for  a  rainy  day. 
Because  on  a  dry  road,  it  handles  like  a 


road  car.  And  on  a  test  track,  it  surges  along  at 
roughly  100  mph. 


It  even  surrounds  you  with  all  the  com- 
fort and  luxury  of  a  luxury  car. 

So  why  not  call  1-800-FINE  4WD  for  the 
name  of  a  dealer  convenient  to  you? 

While,  at  a  cost  somewhat  above 
$30,000,  a  Range  Rover  is  hardly  inexpen- 
sive, it's  well  worth  the  price. 

After  all,  when  you  buy  one  you're  not 
simply  buying  an  ordinary  4-wheel  drive  vehicle. 

You're  converting  your  money  into  a 
liquid  asset. 


IliMiitWllllllliMIT^I 

In^HHiHB 


NTERCONTI 
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"You  literally  fall  in  love  with 
the  place. 
It's  personal,  private,  quiet, 
comfortable  We've  built 
our  clientele  on  low  key, 
quiet  word-of-mouth... 
most  of  our  guests 
are  repeat  visitors  " 
Patrick  Board 
General  Manager 
The  May  Fair  Inter-Continental 


"Our  guests  love  us  for 
business  meetings! 
We  have  extensive  facilities 
and  a  relaxed 
but  genteel  environment." 
Thomas  Wicky 
General  Manager 
Inter-Continental  Hilton  Head 
at  Port  Royal 


This  is  exactly  like  home. 
I  thought  I  was  at  Fontainbleu 
orCompeigne.' 

Empress  Eugenie  said  that  about 

this  fine  hotel  in  1862. 

I  like  to  think  that  we  still 

maintain  royal  standards." 

Frank  Mielert 

General  Manager 

Grand  Hotel  Inter-Continental 


"Our  famous  Nob  Hill  Id 
our  staff,  our  loyal  and 
refined  clientele  all  col 
to  the  fine  reputation 
this  hotel  has  had  fory 
Marcel  van  Aelst 
General  Manager 
Mark  Hopkins  Inter-C 
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At  good  hotels,  guests  come  and  go 
At  great  hotels,  guests  come  and  go  and  then  return  again  and  again. 
At  Inter-Continental  Hotels  three  out  of  four  of  our  guests  are  so  impressed  with 
le  perfect  luxury  of  our  service,  dining  and  exquisite  rooms  that  they  return  again  and  again 
So  come  to  Inter-Continental.  For  an  unsurpassed  staff,  for  unforgettable  meetings, 
for  marvelous  locations,  for  beautiful  restaurants, 
for  the  finest  architecture,  for  an  incredible  vacation,  for  real  relaxation 
and  a  genuine  welcome. . .  Inter-Continental,  again  and  again. 

Call  for  reservations  at  any  of  our  100  hotels  worldwide  or  see  your  Travel  Agent. 


f  has  Viennese  warmth 
;iency. 

ire  extremely 

)ur  hotel  and 

5  our  famous  desserts! 

re  proud  to  be 

ial  caterers  of  the 

Imperial  Palace!" 
Imaier 

Manager 
mtinental  Wien 


"The  magnificently  restored 
Willard  Inter-Continental 
has  been  returned 
to  its  former  grandeur. 
Once  more  it  is  one 
of  the  world's  great  hotels, 
and  a  fitting  showplace 
for  our  nation's  capital." 
J.T.  Kuhlman 
General  Manager 
The  Willard  Inter-Continental 


'Guests  come  for 

the  glories  of  Greece. 

Good  food,  good  friendliness, 

the  best  view  in  the  world — 

we  have  it  all 

and  guests  return  for  it, 

year  after  year." 

Wolfgang  Grimm 

General  Manager 

Athenaeum  Inter-Continental 


"When  visiting  heads  of  state 
come  to  New  York 
they  stay  here. 
Guests  return  because  of 
the  friendly  recognition, 
fine  personalized  service  and 
conservative  international 
business  atmosphere." 
Fred  Peelen 
General  Manager 
Inter-Continental  New  York 


Forbes 


Well  known  for  its  support  of  gun-toting  terrorists,  Syria  is  nou 
sheltering  a  paper-toting  terrorist.  Meet  Hassan  Zubaidi. 


The  Assad 
connection 


By  Richard  C.  Morals 


On  Mar.  26  Hubert  Thierry,  a 
51 -year-old  Marseilles  lawyer, 
boarded  the  morning  Concorde 
flight  from  Paris  to  New  York.  As  he 
was  served  his  farmer's  salad  and  his 
turbot  avec  morilles  and  spinach,  he 
kept  his  attache  case  close  by.  The 
case  was  stuffed  with  Indonesian 
bonds,  some  50  of  them,  mostly  in 
$2.8  million  denominations. 

Thierry's  flight  touched  down  at 
about  9  a.m.  at  JFK,  where  a  prospec- 
tive buyer  of  the  bonds  whisked  him 
away  in  a  limousine.  At  lunch  the 
next  day  the  prospect  offered  Thierry 
about  $5  million  for  his  $134  million 
in  Indonesian  bonds.  Thierry  refused. 
The  talks  continued.  But  when  Thier- 
ry and  a  French  colleague,  Richard 
Semper,  stepped  out  of  the  hotel,  they 
were  surrounded  by  police,  frisked, 
handcuffed  and  led  away,  accused  of 
peddling  bad  bonds. 

The  Joint  Financial  Crimes  Task 
Force  says  Thierry  had  on  him  docu- 
ments indicating  he  knew  the  bonds 
were  bogus.  Within  a  week  three 
more  Europeans  connected  to  the 
notes  were  also  booked  in  Manhattan. 
The  five  have  been  charged  with  at- 
tempting to  sell  $640  million  of 
worthless  paper. 

The  prospective  buyer  in  New 
York,  of  course,  was  part  of  a  Secret 
Service,  FBI  and  New  York  Police 


sting  operation.  Nick  Lucas,  a  Secret 
Service  agent  who  coordinated  the  op- 
eration, and  Lieutenant  John  Kelly, 
head  of  the  New  York  City  Police 
Special  Fraud  Squad,  say  the  Indone- 
sian bonds  are  part  of  what  they  esti- 
mate is  over  $10  billion  worth  of 
worthless  bonds  bearing  the  names  of 
Indonesia,  the  Philippines  and  Haiti. 

Bond  forgers  are  getting  alarmingly 
good.  In  February  Cedel  and  Euro- 


Clear,  the  Eurobond  clearing  houses 
picked  up  $19  million  in  forged  Exxoi 
zero  coupon  bearer  bonds.  The  forger 
ies  were  of  such  exceptionally  higl 
quality  that  Cedel  flew  in  the  bon» 
engraver  for  a  final  opinion. 

In  the  more  convoluted  Thierr 
case,  the  bonds  were  not  forged;  just 
valueless.  Investigators  say  the  al 
leged  scam  was  masterminded  by  om 
Hassan  Zubaidi.  Zubaidi  is  a  Palestini 
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ian  businessman  with  Jordanian  citi- 
zenship who  has  businesses  in  Beirut 
and  lives  in  Damascus  under  the  pro- 
tection of  Syrian  dictator  Hafez  al- 
Assad.  According  to  Colette  Avital,  a 
spokeswoman  for  Israel's  Foreign 
Ministry,  Zubaidi  provides  arms  to 
PLO  terrorists  and  maintains  close  fi- 
nancial ties  with  the  group. 

A  character  straight  from  the  pages 
of  Eric  Ambler,  Hassan  Zubaidi  first 
came  to  the  attention  of  the  authori- 
ties in  the  1970s.  The  Council  on  In- 
ternational Banking  circulated  warn- 
ings that  Zubaidi  was  running  an  in- 
ternational swindle  promising  low- 
interest  loans  in  exchange  for  an 
advance  fee.  After  the  fee  was  ad- 
vanced, the  loans  failed  to  material- 
ize. Safe  in  Syria  and  Lebanon,  Zu- 
baidi was  never  extradited  to  face 
charges  in  Europe. 

How  could  the  Indonesian  bonds  be 
genuine  yet  worthless?  Therein  lies 
the  elegance  of  this  swindle.  They 
were  issued  by  Indonesia's  National 
Defense  Security  Council  and  carry 
the  signatures  of  S.  Soebagyo  Soedewo 
and  Ibnu  Hartomo,  deputies  for  devel- 
opment and  long-term  planning  at  the 
government  agency.  Hartomo  is  also  a 
brother-in-law  of  Indonesian  Presi- 
dent Suharto. 

In  a  notarized  statement  at  the  end 
of  the  bond  indenture,  Indonesia's 
ambassador  to  Syria,  H.A.  Chalid 
Mawardi,  attests  that  the  notes  are 
"official  and  governmental."  Lest 
there  be  any  doubt,  Ambassador 
Mawardi's  signature  is  notarized  by 
Syria's  Ministry  of  Foreign  Affairs. 

Yet  the  bonds  are  worthless.  Here's 
why.  Ever  since  the  1975  financial 
crisis  involving  Indonesia's  state  oil 
j  company,  Pertamina,  the  Indonesian 
government  has  reiterated  decrees 
I  that  only  the  Bank  of  Indonesia  or  the 
(finance  minister  was  empowered  to 
(issue  promissory  notes  in  connection 
jwith  foreign  loans.  Citing  those  de- 
jcrees,  officials  at  the  Indonesian  em- 
jbassy  in  Washington  say  Indonesia 
Ewill  not  recognize  the  bonds  obtained 
by  Zubaidi. 

According  to  press  reports,  Har- 
tomo resigned  his  position  last  year. 
Ambassador  to  Syria  Mawardi  was 
reprimanded  by  Jakarta,  but  still  has 
this  job. 

Several  questions  remain. 

Question  1 :  What  was  in  it  for  Har- 
Jtomo  and  Mawardi?  Why  did  they  put 
I  their  names  to  the  securities,  lending 
them  legitimacy?  The  answers  are 
:  murky.  It  seems  that  Hartomo  re- 
ceived in  exchange  for  the  bonds 
.  equally  worthless  notes  issued  by 
Winsor  Trust,  a  company  associated 
iwith  Zubaidi.  These  in  turn  were  of- 


fered to  some  of  the  indicted  men  in 
exchange  for  merchandise.  The  goods, 
however,  need  only  be  delivered  to 
Zubaidi  when  the  bonds  were  resold. 
Hence  the  trip  to  New  York. 

Question  2:  If  the  bonds  are  legiti- 
mate but  worthless,  is  it  a  crime  to  try 
selling  them?  Citing  the  signatures, 
William  Sandback,  the  Mineola,  N.Y. 
criminal  lawyer  representing  Thierry, 
says  no.  Sandback  says  his  client  was 
simply  a  French  lawyer  acting  on  be- 
half of  his  client,  Hassan  Zubaidi,  and 
had  no  knowledge  of  the  bonds'  ques- 
tionable value. 

Attorney  Jack  Litman  is  defending 
Thierry's  associate,  Semper.  Litman 
argues  that  his  client  has  never  met 
Hassan  Zubaidi,  and  also  did  not 
know  the  notes  were  worthless. 

Zubaidi,  safe  in  that  den  of  terror- 
ists, Syria,  insists  the  Indonesian 
bonds  are  real.  On  Apr.  21,  Zubaidi 
telexed  to  a  New  York  lawyer:  "Even 


in  case  the  Indonesian  government 
does  not  recognize  them  [the  bonds], 
this  will  not  mean  from  a  legal  point 
of  view  they  are  not  bound  to  pay." 

Police  and  investors  have  probably 
not  heard  the  last  of  Hassan  Zubaidi. 
Lieutenant  John  Kelly  says  authori- 
ties believe  Zubaidi  has  control  of  bil- 
lions of  dollars  of  similarly  worthless 
Philippine  government  notes,  plus  an- 
other $3.7  billion  of  Haitian  notes.  On 
May  2,  five  Europeans  were  arrested 
in  Manchester,  England,  for  trying  to 
sell  $752  million  in  worthless  notes 
issued  by  Negros  Oriental,  a  province 
in  the  Philippines.  The  payee  named 
on  these  notes:  Zubaidi  Trading  Co. 
Method  of  procurement:  Winsor 
Trust  notes. 

Poor  Zubaidi.  "I  cannot  under- 
stand," says  he  in  his  Apr.  21  telex, 
"why  there  is  a  big  organized  cam- 
paign in  the  American  press  against 
me  personally."  ■ 


Commodities  prices  are  rising.  Is  inflation 
back  with  a  vengeance?  Don't  bet  on  it. 


All  that 
glitters . . . 


By  Gary  Statelier 


T |  here's  been  plenty  of  excite- 
ment in  the  commodities  pits 
lately.  Gold  and  platinum  have 
advanced  steadily,  and  silver  at  $8.50 
is  up  60%  from  the  start  of  the  year. 
Speculative  money  is  moving  into 
collectibles.  Even  mundane  industrial 
and  agricultural  commodities,  from 
copper  and  aluminum  to  soybeans 
and  cotton,  are  leaping.  After  four 
years  of  depressed  prices,  copper  sud- 
denly jumped  more  than  10%  on  the 
spot  market  in  mid-May,  after  rising 
slowly  since  August. 

It's  easy  to  conclude  that  all  this  is  a 
harbinger  of  renewed  inflation.  Too 
easy.  Here's  why: 

The  economic  expansion  in  the 
U.S.  has  helped  consume  mountain- 
ous inventories  of  all  sorts  of  com- 
modities, tightening  supplies.  Copper 


stockpiles  are  down  about  70%  from 
the  end  of  1984,  and  aluminum  and 
nickel  inventories  are  also  way  down. 
So  even  a  small  move  to  restock  ex- 
cessively depleted  stores  can  push  up 
prices  sharply — and  that  is  what 
seems  to  be  happening.  Explains  Cor- 
nell Maier,  chairman  of  Kaiser  Alumi- 
num &  Chemical  Corp.:  "A  lot  of 
customers  are  denying  it,  but  some  of 
them  are  buying  for  inventory." 

With  stocks  down  because  of  year 
after  year  of  smelter  and  mine  clo- 
sures, spot  market  prices  have  now 
begun  to  jump  above  forward  prices,  a 
rare  occurrence  known  in  the  com- 
modities pits  as  backwardation.  Why 
hasn't  there  been  a  parallel  move  in 
futures  prices?  Mostly  because  the 
speculative  money  is  still  elsewhere. 

The  way  the  commodities  bulls  see 
things,  it's  only  a  matter  of  time  be- 
fore this  story  of  fundamental  de- 
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mand  gets  out  and  money  starts  pour- 
ing in.  Says  Robert  Wylde,  president 
of  R.J.  Wylde  Metals  Inc.,  a  New  York 
commodities  trading  firm:  "Once  the 
stock  market  turns  bearish,  you'll  see 
substantial  price  increases  in  com- 
modities as  hot  money  moves  in  and 
people  see  that  commodities  inven- 
tories have  been  eroded."  The  bulls 
are  even  excited  by  the  Japanese  Min- 


Chas  B  Mark/run 


istry  of  Finance's  recent  move  to  al- 
low Japanese  institutional  investors 
to  play  foreign  futures  markets,  in- 
cluding the  commodities  pits. 

But  the  smart  money  thinks  any 
speculative  bulge  in  commodities 
prices  would  be  quickly  drowned  by  a 
flood  of  additional  production.  Out- 
put of  most  commodities  is  already 
beginning  to  increase,  as  suppliers 


move  to  reactivate  mines,  smelters 
and  refineries  that  were  mothballed 
earlier  in  the  decade.  In  copper,  the 
reopening  of  one  mine  alone — the 
Bingham  Canyon  (Utah)  operation  ol 
Standard  Oil's  Kennecott  unit,  th 
world's  largest  open  pit  mine — will  b 
capable  eventually  of  producing 
204,000  metric  tons  annually,  or  1 8%< 
of  last  year's  total  U.S.  mine  output. 

After  years  of  closures,  aluminum 
plants  are  also  being  brought  back  into 
production.  Says  Frederick  Demler,  a 
metals  analyst  for  Drexel  Burnham 
Lambert,  "Every  major  aluminum  pro- 
ducer in  the  U.S. — Alcoa,  Reynolds, 
Kaiser — has  reactivated  lines  in  the 
last  six  months."  Why?  With  costs 
down,  small  price  increases  can  bolster 
profits  enormously. 

The  big  difference  between  now 
and  the  late  1970s  is  simply  this:  The 
world  today  is  loaded  with  additional 
productive  capacity  in  almost  every 
commodity  from  oil  to  zinc.  The  tin- 
der for  inflation  just  isn't  there.  ■ 


John  Reed  thinks  these  days  about  his  time  in  Korea,  when  he  saw 
the  Seventh  Cavalry  transform  itself  into  a  helicopter  unit. 


Teaching 
old  banks 
new  tricks 


By  Edwin  A.  Finn  Jr. 
and  Jack  Wi  Hough by 


What  now  for  Citicorp?  Even 
with  that  $3  billion  writeoff 
against  its  loan  portfolio,  Citi 
will  show  a  net  loss  of  only  $1  billion 
or  so  this  year,  thanks  in  good  mea- 
sure to  its  healthy  profits  in  consumer 
lending.  Under  John  Reed's  guidance, 
first  as  executive  vice  president  for 
consumer  banking  in  the  Seventies 
and  later  as  chairman  since  1985, 
Citicorp  has  transformed  itself  from 
the  nation's  largest  commercial  bank 
into  the  nation's  largest  consumer 
bank.  Today  it  issues  more  mortgages 
and  has  more  credit  card  loans  out- 
staading  than  any  other  institution  in 

low  the  big  Latin  writeoff  helps 


clear  the  way  for  Citicorp  to  push 
further  into  other  businesses  such  as 
investment  banking,  one  of  Reed's 
top  priorities.  Says  he,  "I  had  to  make 
sure  these  loans  never  became  a  debil- 
itating problem  for  Citicorp.  I  had  to 
make  sure  we  were  in  a  position  to 
take  advantage  of  opportunities  as 
they  arise." 

A  decade  ago  almost  all  of  the 
bank's  profits  came  from  commercial 
banking — providing  traditional  loans 
to  large  and  medium-size  corpora- 
tions. But  more  and  more  of  those 
customers  flocked  to  Wall  Street  in- 
vestment banks  to  issue  debt  to  the 
markets  directly,  without  using  com- 
mercial banks  as  intermediaries. 

Consumer  lending  saved  the  day  for 
Citicorp,  contributing  nearly  40%  of 
the  bank  holding  company's  total 


earnings  last  year,  up  from  nothing  in 
1981.  Indeed,  Citi  has  gone  after  con- 
sumers harder  and  faster  than  any  of 
its  rivals.  Citicorp  competitor  Chase 
Manhattan,  for  instance,  derived  only 
30%  of  its  profits  from  consumer 
banking  last  year;  for  Manufacturers 
Hanover  the  share  was  only  25%. 

But  now  profitability  may  be  crest- 
ing in  consumer  lending.  Higher  in- 
terest rates  are  squeezing  margins  on 
mortgages  and  credit  cards.  As  Citi- 
corp has  scoured  the  country  for  new 
credit  card  customers,  the  percentage 
of  loan  losses  has  doubled,  to  nearly 
5%,  vs.  about  3%  for  the  credit  card 
industry  as  a  whole. 

What's  more,  the  bank's  credit  card 
business  is  being  cannibalized  by  the 
new  tax  law:  The  most  creditworthy 
customers  are  moving  out  of  card  debt 
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and  into  home  equity  loans,  which 
remain  tax  deductible.  Mortgage  de- 
mand, a  key  area  of  consumer  borrow- 
ing, has  been  dragged  down  by  slug- 
gish home  sales,  softening  real  estate 
prices  and  rising  interest  rates.  Feder- 
al Reserve  Board  data  show  that 
growth  in  consumer  installment  cred- 
it was  flat  in  the  first  quarter  of  this 
year,  after  expanding  at  an  annual  rate 
of  over  10%  for  the  previous  four 
years.  That  makes  good  borrowers 
harder  for  Citicorp  to  find. 

Just  as  Reed,  with  predecessor  Wal- 
ter Wriston's  full  support,  threw  Citi- 
bank wholeheartedly  into  consumer 
lending  a  decade  ago,  Reed,  now  on 
his  own,  is  throwing  the  bank's  major 
efforts  into  what  he  sees  as  the  next 
growth  field  for  banks,  investment 
banking. 

Reed  tells  Forbes:  "There  is  no  one 
in  the  world — and  I  mean  no  one — 
who  is  building  a  global  investment 
bank  in  the  sense  that  we  are.  Other 
investment  banks  operate  in  1  or  2  or 
maybe  3  markets;  we're  in  50.  That  is 
not  generally  accepted  or  under- 
stood." Even  though  banking  rivals 
like  Morgan  Guaranty  and  Bankers 
Trust  are  further  advanced  in  many 
areas  of  investment  banking  than 


Citi,  they  do  not  have  either  the  scale 
or  the  resources  Citi  has. 

Pushing  further  into  investment 
banking  will  mean  more  of  those  fat 
fees  for  doing  interest  rate  swaps,  cur- 
rency swaps  or  setting  up  lease  financ- 
ings on  jumbo  jets.  Right  now,  com- 
mercial banks  like  Citi  lag  their  bro- 
kerage house  brethren  in  several 
areas,  notably  issuing  debt  and  equity, 
trading  U.S.  government  securities 
and  arranging  mergers.  But  Citicorp's 
plan  is  to  build  around  its  huge  for- 
eign exchange  trading  operation,  and 
all  the  while  expand  continually  in 
other  investment  banking  fields.  As 
the  spreads  shrink  in  its  traditional 
area,  it  wants  to  make  up  the  losses 
with  more  and  more  fee  income  and 
underwriting  income.  Says  Reed,  "A 
personal  priority  for  this  year  and  be- 
yond is  making  sure  the  investment 
bank  succeeds." 

But  the  new  push  is  costly — just  as 
the  push  into  consumer  banking  was 
costly.  Citicorp's  investment  bank 
last  year  spent  $77  million  acquiring 
new  operations,  including  foreign  bro- 
kerages such  as  J.&E.  Davie  &  Co.  in 
Dublin  and  Scrimgeour  in  London. 
The  investment  bank  spent  a  further 
$60  million  in  its  continuing  effort  to 


What  next? 

Citicorp's  consumer  loans  have 
mushroomed  since  1981,  sur- 
passing commercial  lending. 
But  with  consumers  leveraged 
to  the  hilt,  where  can  it  turn  for 
earnings  punch?  Investment 
banking — a  tough  business  for 
commercial  banks  to  crack,  but 
that's  what  they  used  to  say 
about  consumer  lending. 

Loans 

 ($bils)  


Year-end  consumer  commercial 

1976  $  4.6  $32.4 

1977  53  3TI 

1978  73  38~8 

1979  13.3  49.2 

1980  147  5L0 

1981  18!4  58^8 

1982  23~0  62~8 

1983  2Ti  597 

1984  423  58~8 

1985  5Ti  58~2 

1986  68~2  594 


Source-  Citicorp. 
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wire  up  100  Citicorp  trading  desks 
ranging  from  Brazil  to  Bahrain.  Such 
spending  has  made  it  hard  for  Citicorp 
to  contain  costs:  Last  year,  even 
though  revenue  had  risen  only  4%, 
overhead  expenses  surged  25%,  mak- 
ing Citicorp  seem  a  spendthrift 
among  its  peers. 

Risk?  Of  course,  but  as  Walter  Wris- 
ton  liked  to  say:  Chief  executives  are 
paid  to  take  risks.  Right  now,  for  in- 
stance, Citicorp  faces  the  hurdle  of 
the  Glass-Steagall  Act,  which  bars 
commercial  banks  from  many  invest- 
ment banking  activities  in  the  U.S. 
But  says  Citicorp  Chief  of  Financial 
Controls  Thomas  Jones,  "We  operate 
on  the  assumption  that  in  the  long 
run,  these  restrictions  will  fall.  They 
have  to." 

Another  key  problem:  holding  on  to 
top  investment  bankers.  Many  of  Ci- 
ticorp's best  and  brightest  have  lately 
quit.  Some  were  seeking  the  loftier 
salaries  of  Wall  Street,  others  left  in 
reaction  to  a  bureaucratic  atmosphere 
that  is  not  easy  for  a  bank  to  shake. 

Reed  will  concede  this  point,  but  he 
sounds  unfazed:  "The  consumer  busi- 
ness wasn't  an  easy  sell  at  the  begin- 
ning, either.  We  have  lost  people 
there,  too." 

As  for  the  bureaucracy,  Reed  recalls 
his  days  as  a  first  lieutenant  in  Korea 
when  the  U.S.  Seventh  Cavalry  was 
being  transformed  into  a  helicopter 
force:  "There  were  no  generals  in  the 
Army  who  had  any  helicopter  experi- 
ence. Not  surprisingly,  I  don't  have 
executives  who  are  30-year  veterans 
of  investment  banking,  because  we 
haven't  been  in  the  business  the  last 
30  years.  In  the  next  3,  5,  7  or  10  years, 
things  will  be  different." 

Things  on  Wall  Street  could 
change,  too,  and  to  Citi's  benefit.  In 
particular,  The  Street's  huge  salaries 
could  fall  fast  in  the  next  economic 
downturn,  making  Citicorp-level  pay 
more  acceptable.  Lately,  salaries  at 
Citicorp's  investment  bank  are  said  to 
have  edged  up  a  bit.  Nonetheless,  for- 
mer Citicorp  investment  bankers 
who  have  defected  to  Wall  Street  are 
making  as  much  as  ten  times  more 
than  they  did  at  the  bank,  with  pay 
ranging  to  more  than  $1  million. 

Already,  though,  The  Street  shows 
signs  of  moving  away  from  its  depen- 
dence on  a  handful  of  high-paid 
achievers.  At  Salomon,  for  example, 
Chairman  John  Gutfreund  has  chosen 
to  lose  some  of  his  star  performers  in  a 
drive  to  build  an  organization  that  can 
transcend  individual  efforts. 

As  Citicorp's  investment  banking 
8  swells  beyond  the  10,000  mark, 
employees  at  Citi's  commercial  bank 
«iag  let  go.  Under  Lawrence 


Citi's  ex-Chairman  Walter  Wriston 
Risk-taking  goes  with  the  turf. 


Small,  a  onetime  classical  guitarist, 
the  North  American  commercial 
banking  staff  has  been  slashed  by 
5,000,  to  17,000,  in  the  last  year  and  a 
half.  Small  is  currently  in  the  midst  of 
large-scale  cutbacks  at  Citi's  com- 
mercial banking  operations  abroad. 
When  he's  finished,  industry  sources 
expect  him  to  have  cut  3,000  from  the 
payrolls  in  Asia  and  4,000  in  Europe. 
Already,  cutbacks  in  West  Germany 
have  been  so  severe  that  Citicorp  of- 
fices in  Hannover,  Cologne,  Mann- 
heim and  Nuremberg  have  had  to  be 
shut  down  altogether. 

As  he  moves  into  investment  bank- 
ing, Reed  must  deal  with  several  other 
problem  areas.  He  must  devise  a  co- 
herent strategy  for  Citicorp's  foray 
into  electronic  information.  A 
planned  global  database  for  oil  trading 
has  already  failed.  And  at  Quotron 
Inc.,  Citicorp's  recently  acquired 
stock  data  service,  major  customers 
such  as  Merrill  Lynch  are  threatening 
to  bail  out.  Overall,  losses  at  Citi- 
corp's information  division  quadru- 
pled last  year,  to  $34  million.  Admits 
Reed,  "We  don't  know  where  we're 
going  in  information  right  now." 

Similarly,  an  effort  by  Citicorp  to 
move  into  the  insurance  business 
through  the  1985  purchase  of  British 
National  Ltd.,  a  small  U.K.-based 
health  and  mortgage  insurer,  has 
soaked  up  plenty  of  expansion  capital 
but  is  returning  minuscule  profits. 
"Let's  face  it,"  says  Irving  Shapiro,  70, 
the  former  chairman  of  E.I.  du  Pont  de 
Nemours  &  Co.  and  a  Citicorp  direc- 
tor until  two  years  ago,  "insurance  is 
nothing  more  than  a  gleam  in  their 
eye  right  now." 

Looking  over  Reed's  shoulder  in  all 


this  is  Citicorp's  blue-chip  board 
which  includes  such  elder  statesmen 
as  Clifton  Garvin,  65,  the  recently 
retired  chairman  of  Exxon  Corp.,  and 
John  W.  Hanley,  65,  former  chairman 
of  Monsanto  Co.  Says  Congressman 
Amory  Houghton  (R-N.Y.),  heir  ttj 
the  Corning  Glass  fortune  and  a  for- 
mer Citicorp  director,  "There  are  nc 
shrinking  violets  on  that  board.  They 
have  good,  aggressive  people."  Reec 
apparently  agrees:  "I  certainly  don'1 
own  the  board." 

So  far,  Reed's  approach  to  dealing 
with  the  board  has  been  to  arm  him 
self  with  reports,  studies  and  informa 
tion.  Since  Reed  has  taken  over,  there 
are  said  to  be  as  many  as  seven 
McKinsey  &  Co.  consulting  reports 
being  done  inside  Citicorp  at  any  one 
time.  In  the  months  preceding  the 
bank's  $3  billion  reserve  for  Latin 
American  loans,  Reed  repeatedly 
hammered  home  the  shakiness  oi 
those  loans  by  issuing  100-page  status 
reports  to  the  board. 

As  he  ponders  these  problems  and 
seeks  to  chart  Citicorp's  move  intc 
the  next  decade,  John  Reed  feels  him- 
self sometimes  frustrated  by  the  com- 
plexity of  his  job.  "At  first,  I  backec 
off  from  being  very  visible  to  the 
troops,"  he  says.  "But  now  I've  got  tc 
be  sure  that  I  don't  assume  too  low  a 
profile." 

Reed  presides  over  this  mighty  en- 
terprise from  an  office  built  to  his 
own  specifications  and  intended  tc 
reflect  his  personal  management 
style.  His  style  is  defiantly  shirt- 
sleeved,  a  bit  rumpled.  It  announces 
to  the  world  that  this  is  an  approach- 
able man,  not  an  imperial  ruler. 

Symbolically,  he  sits  on  the  2nc 
floor  of  the  Citicorp  headquarters  on 
Park  Avenue,  not  in  the  15th-flooi 
aerie  used  by  Wriston.  Reed's  from 
and  back  office  walls  are  glass;  so  thai 
passersby  can  watch  the  boss  at  work 
His  own  office  is  nearly  identical  tc 
ten  others  on  the  floor,  each  facing  an 
indoor  garden.  The  arrangement  is  in- 
tended to  foster  accessibility,  a  colle- 
gial  atmosphere.  In  this  office  an 
rangement,  Reed  seems  to  be  saying 
No  single  person  can  run  this  show 
the  chief  must  rule  by  example  and  by 
inspiration. 

What's  it  like,  running  a  global  or- 
ganization with  assets  exceeding  the 
economic  output  of  most  nations, 
Forbes  wonders.  "It's  like  I'm  the 
Wizard  of  Oz,"  Reed  replies.  "I've  got 
to  give  a  brain  to  the  Scarecrow,  and  a 
heart  to  the  Tin  Man  and  courage  tc 
the  Cowardly  Lion."  That  mixture  oi 
self-effacement  and  self-confidence 
may  be  exactly  what  Citicorp  needs  at 
this  stage.  ■ 


FORBES,  JUNE  15,  1987 


Quiet  has  descended  on  Charles  Schwab  & 
Co.,  but  dont  be  misled.  Chuck  Schwab 
plans  to  take  on  the  big  boys  of  Wall  Street. 


How  now, 
Chuck  Schwab? 


By  John  Ileitis 


Charles  Schwab,  49,  is  the  man 
to  watch  in  the  financial  ser- 
vices industry  these  days.  Back 
in  control  of  Charles  Schwab  &.  Co., 
the  San  Francisco-based  discount  bro- 
kerage house  he  founded  in  1971, 
Schwab  has  giant  expansion  ambi- 


tions. Citing  Securities  &  Exchange 
Commission  rules  that  discourage 
publicity  prior  to  public  offerings,  the 
usually  voluble  Schwab  isn't  talking 
about  any  of  that  just  now.  But  it's  no 
secret  that  he  wants  to  be  a  big  player 
in  the  investment  business. 

He  has  an  excellent  chance  of 
achieving  those  ambitions. 


Discount  brokers  handle  20%  to 
25%  of  all  retail  equity  trades,  up 
from  less  than  10%  in  1982.  Schwab 
&.  Co.  is  by  far  the  biggest  discounter, 
with  1.6  million  customers — five 
times  as  many  as  its  closest  competi- 
tor, Quick  &  Reilly  Group.  Last  year, 
on  sales  of  $308  million,  Schwab  &. 
Co.  earned  $66  million  before  taxes — 
a  21%  profit  margin.  That's  twice  the 
industry's  average  profit  margin.  Mer- 
rill Lynch  earned  only  8%  pretax. 

But  you  can  go  only  so  far  on  dis- 
count brokerage:  Since  institutional 
investors  can  trade  with  the  bigger 
houses  at  big  discounts  from  the  retail 
rates,  Schwab's  universe  is  pretty 
much  restricted  to  the  sophisticated 
individual  investor  who  doesn't  need 
much  hand-holding.  It's  a  nice  mar- 
ket, but  a  limited  one. 

Just  seven  weeks  after  the  invest- 
ment group  he  led  bought  back  the 
company  from  BankAmerica  Corp. 
for  $230  million  plus  a  15%  participa- 
tion in  equity  growth,  Schwab  an- 
nounced on  May  19  that  he's  looking 
to  take  his  firm  public.  Details  of  his 
proposed  stock  offering  are  still  spec- 
ulative, but  Schwab  will  probably  file 
with  the  SEC  by  mid-June. 


Schwab  &  Co.  's  Charles  Schwab 

Positioning  his  firm  right  between  the  wire  houses  and  the  bare-bones  discounters. 


FORBES,  JUNE  15,  1987 


37 


Why  does  Schwab  &  Co.  need  addi- 
tional capital?  Partly  to  pay  down 
some  of  the  $200  million  debt  taken 
on  in  the  buyback,  but  primarily  to 
provide  the  financial  muscle  for 
Chuck  Schwab's  king-size  ambitions. 
He  plans  to  increase  his  branch  net- 
work 30%  this  year,  to  around  120 
offices,  and  eventually  to  open  in  Lon- 
don, West  Germany  and  Japan.  To  his 
already  broad  retail  product  line, 
Schwab  wants  to  add  term  life  insur- 
ance and  in-house  mutual  funds. 
These  are  products  that  Schwab  &  Co. 
couldn't  sell  while  owned  by 
BankAmerica,  because  of  Glass-Stea- 
gall  restrictions. 

Also  in  the  offing  now:  real  estate 
investment  trusts,  home  equity  loans 
and  gold  certificates.  He  is,  in  addi- 
tion, trying  to  develop  joint  ventures 
with  banks  that  offer  private  banking 
programs  for  wealthy  individuals. 

Look  for  Schwab  to  do  more  with 
computerized  investing  as  well. 
Schwab  &.  Co.  offers  personal  com- 
puter software,  called  the  Equalizer, 
which  allows  investors  to  call  up 
stock  information,  access  research  re- 
ports and  make  a  trade  order  through 
a  personal  computer.  Schwab  is  now 
adding  Equalizer  customers  at  a 
healthy  rate  of  about  1,400  a  month. 

You  can  call  that  line  extension, 
adding  on  to  a  retail  business  that 
Schwab  knows  well.  The  big  money  is 
in  institutional  trading,  however,  and 
he  wants  in.  It  won't  be  easy.  Institu- 
tions demand  detailed  research, 
which  requires  an  expensive  staff. 
Margins  on  institutional  business  are 
brutally  competitive,  meaning  small, 
because  aggressive  full-service  firms 
do  not  easily  give  ground.  "There 
you're  really  stepping  on  the  Merrills' 
and  Shearsons'  turf,"  says  Maurice 
Minerbi,  manager  of  T.  Rowe  Price's 
discount  brokerage. 

But  Schwab  apparently  feels  he  has 
no  choice  but  to  broaden.  The  dis- 
count business  has  gotten  cutthroat, 
with  the  invasion  of  hundreds  of  inde- 
pendent firms,  banks,  savings  and 
loans  and  mutual  fund  companies,  all 
competing  on  price.  Their  newspaper 
and  magazine  advertisements  don't 
simply  compare  commissions  with 
full-service  brokers,  but  with  other 
discounters  like  Schwab — which  gen- 
erally has  the  highest  rates  among 
discounters.  Schwab's  service  is  sec- 
ond to  none  among  the  discounters, 
but  price-cutting  does  take  a  toll. 

In  diversifying,  isn't  Schwab  taking 
a  chance  moving  away  from  the  busi- 
ness he  knows  well?  Yes,  but  his  re- 
;  fax  quite  reassuring.  A 
smash  hit  over  the  past  three  years 
has  been  the  Mutual  '  and  Market- 


place, which  allows  customers  to  in- 
vest and  switch  among  more  than  250 
different  mutual  funds,  with  all  the 
bookkeeping  handled  by  Schwab.  Last 
year  Schwab  processed  $4  billion  in 
mutual  fund  transactions.  Competi- 
tors originally  scoffed  that  the  $5  mil- 
lion spent  to  start  the  fund  program 
was  too  much,  but  Schwab  clearly 
knew  exactly  what  he  was  doing. 

He  seems  to  be  aiming  now  at  a 
particularly  promising  market. 
"Chuck  is  positioning  his  firm  right 
between  the  wire  houses  and  the  bare- 
bones  discounters,"  says  Schwab  & 
Co.  director  Anthony  Frank. 

Still  young  and  brimming  with 
ideas  and  ambition,  Schwab  thus  pre- 
pares to  go  up  against  the  full-service 
firms  like  Merrill  Lynch  and  Shear- 


By  Thomas  Jaffe 

Robert  Holmes  a  Court,  Rho- 
desian  by  birth,  Australian  by 
adoption,  has  risen  from  a 
small  law  practice  to  control  $4  bil- 
lion of  assets  in  only  17  years.  With 
his  purchases  of  depressed  shares,  he 
has  sent  shivers  down  the  spine  of 
many  a  genteel  executive,  among 
them  Ralph  Hennebach,  formerly 
chairman  of  Asarco,  and  David  Roder- 
ick of  USX.  He  recently  paid  $541 
million  for  6.4%  of  Texaco  Inc.,  a 
company  hiding  in  Chapter  1 1  from 
Hugh  Liedtke's  Pennzoil  Co.,  which 
has  won  an  $11.1  billion  damage  suit 
against  the  giant  oil  company. 

What  is  Holmes  a  Court's  game? 
Naturally,  he's  not  saying,  but 
Forbes,  which  has  spoken  with  him 
extensively  in  the  past,  can  hazard 
some  educated  guesses.  "I'm  not  a 
pure  passive  investor,  corporate  raid- 
er, asset  stripper  or  greenmailer," 
Holmes  a  Court  told  Forbes  two  years 
ago.  "Sometimes  I  merely  see  an  op- 


son.  For  this  he  will  need  lots  of  mor 
ey.  Advertising  now  runs  Schwa 
about  $15  million  a  year,  but  he  wi] 
have  to  spend  much  more:  Merrill' 
annual  advertising  and  promotio] 
budget  is  around  $250  million.  H) 
will  also  have  to  do  more  labor-inter! 
sive  hand-holding  with  clients  as  h| 
moves  into  newer  products. 

Schwab's  competitors  are  watchin 
his  moves  with  a  certain  amount  o 
unease.  "Schwab  wants  to  be  every 
thing  to  everybody,"  says  a  nimbi 
competitor,  Leslie  Quick  III,  presi 
dent  of  successful  discounter  Quid 
&  Reilly.  "That's  hard  to  do." 

But  "hard  to  do"  is  a  red  flag  fo 
Chuck  Schwab.  Look  out,  Shearson 
Fidelity,  Merrill  and  all  the  rest  of  yoi 
fat  cats.  ■ 


portunity  to  bring  about  a  corporate 
restructuring  or  a  changed  manage 
ment  philosophy." 

The  first  thing  to  understand  about 
Robert  Holmes  a  Court  is  that  he  is 
the  ultimate  pragmatist — as  he  says 
not  a  pure  anything.  But  a  little  bit  oi 
many  things,  according  to  the  situa- 
tion. Holmes  a  Court  knows  a  bargain 
when  he  sees  one,  but  he  doesn't  nec- 
essarily know  what  he  will  do  with 
the  bargain  when  he  gets  his  hands 
on  it. 

This  brilliant  lone  wolf  owns  46% 
of  the  Perth,  Australia-based  Bell 
Group  Ltd.,  a  $700  million  (sales) 
hodgepodge.  Bell  controls  nearly  30% 
of  the  common  shares  of  Broken  Hill 
Proprietary — nicknamed  the  Big  Aus- 
tralian— a  $6.1  billion  enterprise  that 
looms  more  dominant  Down  Under 
than  General  Motors,  Exxon  or  U.S. 
Steel  ever  did  in  the  U.S. 

Folks  laughed  when  Holmes  a 
Court  first  went  after  Broken  Hill.  In 
1983  he  launched  a  preposterous  $4 
billion  tender  for  BHP.  Where  did  he 


When  word  came  that  Australian  corpo- 
rate raider  Robert  Holmes  d  Court  was  a 
big  buyer  of  Texaco,  the  stock  didn 't  act  at 
if  a  takeover  were  imminent.  Wisely  so. 

Stalker  of 
wounded  game 
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MasterCard 

Announcing  the  travel 
bonus  program  that  rewards 
you  whether  you Ve 
flying,  driving  or  sleeping. 

MasterCard  Introduces  The  Master  Plan  For  Travel. 


Imagine  the  possibilities  of  a 
travel  bonus  program  that  rewards 
you  when  you  take  to  the  air,  and 
also  when  you  stay  on  the  ground. 
That's  exactly  what  The  Master 
Plan  For  Travel  makes  possible. 

Every  time  you  use  your 
Gold  MasterCard®  for  any 
airline  ticket,  any  car  rental  or 
any  hotel  room,  we'll  count  that 
charge  towards  a  Master  Plan 
reward* 

To  qualify  for  the  first  reward 
level,  just  make  five  charges  on  your 
Gold  MasterCard.  Then  as  your 
charges  build,  so  do  your  rewards. 
All  the  way  to  a  free  round  trip  coach 

*Reward  credits 


ticket  on  American  Airlines.  And  a 
free  weekend  stay  at  participating 
Sheraton  Hotels.  And  a  free  weekend 
rental  from  National  Car  Rental. 

What's  more,  the  rewards 
from  The  Master  Plan  are  in  addi- 
tion to  rewards  you  earn  from  any 
other  frequent  traveler  programs. 
There's  no  enrollment  re- 
quired! All  you  need  is  a  Gold 
MasterCard  card  from  a  partic- 
"  ipating  bank.  And  you're  automati- 
cally part  of  The  Master  Plan  .  We'll  even 
start  you  off  with  three  free  bonuses. 

So  why  use  any  other  card  when 
the  Gold  MasterCard  rewards  you 
every  time  you  fly.  Or  drive.  Or  tuck 

available  only  through  use  of  cards  issued  by  participating  banks. 


yourself  in.  Look  for  The  Master  Plan 
For  Travel  mailing  from  your  partici- 
pating bank  for  complete  program 
details. 


Master 
The  Possibilities 


get  $4  billion?  He  didn't.  His  offer  was 
to  swap  vastly  overvalued  securities, 
in  a  tiny  tractor  distributor  Bell  con- 
trolled, for  BHP  common.  The  offer 
failed,  as  he  may  have  intended  it  to, 
but  he  ended  up  with  nearly  1%  of 
BHP.  More  bids  and  open  market  pur- 
chases followed,  until  last  fall  BHP 
finally  was  forced  to  make  peace  with 
the  brash  outsider,  who  is  now  its 
largest  shareholder  and  also  sits  on  its 
blue-ribbon  board. 

Nobody  laughs  at  Holmes  a  Court 
now.  His  Bell  Group  today  has  com- 
bined credit  lines  of  some  $7  billion. 
He  owns  about  15%  of  the  big  Lon- 
don-headquartered Standard  Char- 
tered Bank,  one  of  his  leading  credi- 
tors. Holmes  a  Court  and  other  white 
knights — including  Sir  Y.K.  Pao — ini- 
tially bought  in  last  summer  in  order 
to  turn  aside  a  hostile  bid  for  Standard 
from  Lloyds  Bank. 

Sometimes  Holmes  a  Court  will 
settle  for  a  nice  profit  and  go  away.  In 
1979  the  shares  of  Australia's  Ansett 
Transport  Industries  were  clobbered 
when  a  securities  firm  half -owned  by 
the  company  collapsed.  The  writeoff 
that  resulted  wiped  out  Ansett's  prof- 
r  the  year.  Otherwise,  though, 
« »tcpany  was  perfectly  sound.  His 
Group  bought  some  14%  of  the 


stock,  but  when  control  eluded  him, 
Holmes  a  Court  sold  out  at  a  huge 
profit  to  Rupert  Murdoch  and  TNT, 
another  big  transportation  concern. 

After  that,  there  was  Lew  Grade's 
Associated  Communications  Corp. — 
everything  from  movie  theaters  and 
music  publishing  to  real  estate  and 
television  interests.  Though  rich  in 
assets,  Associated  was  hard  hit  by  a 
string  of  lousy  pictures,  the  worst  of 
the  lot  being  Raise  the  Titanic.  Holmes 
a  Court  bought  in  on  the  cheap  and 
then  kept  building  his  stake  even  as 
the  red  ink  continued  to  flow.  Now  it 
is  part  of  Bell  Group  and  is  nicely 
profitable. 

Stalking  American  game,  Holmes  a 
Court  turned  his  attention  to  USX 
last  summer.  On  top  of  a  slumping 
steel  market  and  depressed  oil  prices, 
the  company  was  hit  by  a  crippling 
steelworkers'  strike.  He  traded  in  and 
out  of  the  stock  several  times  for  a 
nominal  profit  and  took  a  back  seat  as 
Carl  Icahn  went  after  the  company. 

Holmes  a  Court  clearly  likes  sick  or 
troubled  companies. 

Texaco,  with  Hugh  Liedtke's  jaws 
sunk  firmly  into  its  haunch,  is  the 
ultimate  in  wounded  corporate  prey. 
Holmes  a  Court,  who  bought  his 
shares  between  30V2  and  373/t,  has 


said  he's  not  readying  a  bid  for  the 
company.  He  added  he  wouldn't  press 
management  to  settle  with  Pennzor 
in  order  to  get  out  of  bankruptcy. 

On  his  record,  Forbes  believes  him 
The  Aussie  has  been  a  bull  on  oil  foi 
the  last  couple  of  years,  so  it  stands  tc 
reason  that  he  might  buy  into  the 
cheapest,  biggest  oil  company  anc 
hang  in  there  for  a  while  to  see  whai 
happens.  Sometimes  he  jumps  in  anc 
out,  but  on  other  occasions  he  can  be 
the  soul  of  patience.  Witness  his  as 
sault  on  BHP — almost  four  years  anc 
still  counting. 

Meanwhile,  the  Texaco  stake 
makes  Holmes  a  Court  look  gooc 
back  home.  He's  no  longer  just  i 
hometown  big  shot  but  a  man  with  i 
stake  in  the  world  oil  business.  Maybe 
the  kind  of  man  who  ought  to  be 
running  Broken  Hill. 

In  short,  Holmes  a  Court  himselJ 
probably  doesn't  know  what  he  will 
do  with  Texaco.  At  a  price  in  the  mid 
30s,  he  probably  figures,  how  can  i 
stock  that  has  an  asset  value  of  $60  01 
more  be  a  loser? 

Thus  into  the  nasty  feud  between 
Pennzoil  and  Texaco  steps  the  ulti 
mate  pragmatist.  His  game?  To  make 
a  profit.  His  tactics?  That  will  depenc 
on  the  situation.  ■ 
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With  startup  money  from  generous  juries, 
Ernest  Wuliger  has  built  a  nationwide  bed- 
ding empire.  Now  comes  the  hard  part: 
boosting  profits  in  a  sleepy  business. 


Mattress  wars 


By  Jill  Andresky 


I'f  nothing  else,  Ernest  Wuliger's 
takeover  of  the  Sealy  Inc.  mattress 
ifirm  earlier  this  year  is  a  fine  ex- 
ample of  the  maxim  that  persistence 
pays.  Wuliger,  now  66,  spent  much  of 
his  adult  life  dreaming  of  the  glories 
of  running  a  national  mattress  busi- 
ness— everything  from  manufactur- 
ing to  marketing  and  distribution.  Big 
dreams  indeed  for  a  payroll  clerk  in 
his  father's  Cleveland-based  Ohio 
Mattress  Co. 

Ohio  Mattress  was  a 
small  Midwest  manufac- 
turing licensee  for  Sealy 
mattresses,  arguably  the 
most  widely  recognized 
name  in  the  business.  But 
when  Wuliger  succeeded 
his  father  as  president  of 
the  firm  in  1963,  he 
promptly  committed  his 
tiny,  $7-million-a-year 
(sales)  company  to  a  na- 
tional expansion  drive. 

This  enraged  his  com- 
petitors, who  as  licensees 
and  major  shareholders  of 
Sealy  fought  ceaselessly  to 
keep  him  out  of  their  terri- 
tories— often  pressuring 
Sealy  into  fighting  the  bat- 
tles for  them.  Typically, 
the  licensees  would  com- 
pel Sealy  to  insert  restric- 
tive territorial  and  brand 
distribution  covenants 
into  its  franchise  con- 
tracts, and  just  as  regularly 
Wuliger  would  take  the 
matter  to  court  on  anti- 
trust grounds — and  win. 

By  last  year  Sealy  and 
four  of  the  licensees  had 
become  burdened  with  a 
total  of  nearly  $90  million 


in  damages  from  antitrust  and  related 
business  tort  suits  brought  by  Wuliger. 
Last  June  the  last  and  largest  of  the 
cases  was  finally  decided  in  Ohio  Mat- 
tress' favor,  forcing  both  Sealy  and  the 
stunned  licensees  to  sell  out  to  Wu- 
liger or  suffer  a  squeeze  on  capital. 

In  recent  months  Sealy,  the  licensee 
defendants  and  other  independent  li- 
censees have  chosen  to  sell  out  to 
Wuliger  for  a  total  of  $268  million  in 
cash.  But  having  at  last  realized  his 
dream  of  heading  up  a  national  mat- 


Chairman  and  Chief  Executive  Officer  Ernest  Wuliger 
Dreaming  of  the  glories  of  running  a  national 


tress  company,  Wuliger  now  must 
overcome  perhaps  his  biggest  chal- 
lenge: to  increase  profitability  and 
generate  new  growth  in  a  mature, 
sleepy  industry. 

Job  one  will  be  consolidating  man- 
agement for  the  25  production  facili- 
ties and  various  sales  operations 
around  the  country  that  Ohio  Mat- 
tress now  controls.  "There  are  so 
many  inefficiencies  to  be  eliminated," 
Wuliger  says.  "For  example,  our  sales 
people  used  to  sell  Stearns  &  Foster 
mattresses  to  Bloomingdale's,  but  we 
didn't  sell  them  Sealy  beds  because 
Connecticut's  Sealy  licensee  did.  Now 
we  can  really  make  the  best  deals  for 
our  large  national  customers." 

Ohio  Mattress'  aftertax  margins 
have  averaged  nearly  7%  in  the  last 
decade,  thanks  largely  to  Wuliger's 
lean  management  style.  That's  a  good 
deal  better  than  the  rest  of  the  indus- 
try. Since  1984  margins  have  been 
lower,  because  of  poor  sales  in  water 
beds,  which  knocked  3  cents  per  share 
off  1986  earnings  of  75  cents  a  share. 
Also,  Wuliger  had  acquired  the 
Stearns  &.  Foster  mattress  line,  which 
earned  lower  margins  than  Ohio  Mat- 
tress. Last  year  Ohio  Mattress  re- 
turned only  4%  aftertax  on  sales  of 
$300  million. 
This  year  Wuliger  hopes  to  see  con- 
solidated sales  rise  to 
about  $650  million,  with 
margins  firming,  thanks 
to  the  cost-cutting.  He  has 
already  replaced  "all  those 
expensive  owner-manag- 
ers who  don't  really  do 
much  work,"  as  he  puts  it, 
with  less  costly  plant 
managers,  to  be  super- 
vised by  five  regional 
heads.  And  he  has  elimi- 
nated duplication  in  ad- 
ministrative and  sales 
staffs,  consolidating  the 
licensees'  operations  into 
his  own  national  depart- 
ments. By  1991  Wuliger 
expects  to  have  pushed 
margins  back  to  7%  or  so 
on  sales  of  $850  million. 

With  his  Sealy  coup 
completed,  Ernest  Wu- 
liger has  no  further  plans 
for  acquisitions.  "I'm  cer- 
tainly never  going  to 
move  out  of  the  mattress 
business — I  was  born  to 
sell  mattresses,"  he  says. 
Now,  after  15  years  of 
fighting  legal  battles,  he's 
going  to  succeed  or  fail  in 
that  calling  on  the  scale 
that  he  sought  from  the 
start — nationwide.  ■ 


business. 
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Tribal  Council  for  the  Mission  Indian's  Cabazon  band  of  Indio,  Calif. 
Wise  to  the  way*  of  Wail  Street. 


Bill  Nation/Picture  Gr< 


Wall  Street  has  discovered  a  lucrative  new 
source  of  income:  the  American  Indian. 
The  Indians  are  benefiting,  too.  Only  the 
taxpayer  gets  hurt. 

Smoke  signals 


By  Matthew  Schifrin 


Wall  Street  firms  are  lining 
up  to  help  the  American  In- 
dian. So  far  E.F.  Hutton,  Mat- 
thews &  Wright,  Boettcher  &  Co.  and 
Bear,  Stearns  have  put  together  tax- 
free  underwritings  for  various  tribes, 
and  more  are  on  the  way. 

Why  the  sudden  interest?  There's 
nothing  like  a  34%  drop  in  the  tax- 
exempt  bond  underwriting  business 
to  get  Wall  Streeters  out  scouting  for 
new  issuing  opportunities.  Prime 
hunting  ground  at  the  moment  turns 
out  to  be  the  country's  464  tax-ex- 
empt Indian  and  Eskimo  tribes.  These 
organizations,  technically  not  mu- 
lities  at  all  but  "domestic  de- 


pendent sovereigns,"  were  specifical- 
ly exempted  from  the  sharp  restric- 
tions placed  by  last  year's  tax  reform 
act  on  the  volumes  of  underwriting 
that  municipal  bodies  around  the 
country  can  engage  in. 

One  reason  underwriters  love  the 
Indians  is  because  the  complex  struc- 
turing of  the  deals  generates  higher- 
than-normal  fees — as  much  as  8%  of 
proceeds,  compared  with  the  3%  or  so 
other  municipal  issuers  pay.  Promot- 
ers have  also  found  that  with  Indians 
it  is  possible  to  finance  a  much  wider 
range  of  projects  than  has  usually 
been  the  case  with  municipalities. 

Though  Congress  ruled  in  1982  that 
Indian  tribes  could  issue  tax-free 
bonds  for  "essential"  governmental 


purposes  only,  promoters  have  been 
interpreting  that  restriction  so  broad- 
ly you  could  lead  a  cavalry  charge 
through  it.  To  the  promoters,  "essen- 
tial services"  now  seems  to  mean  any 
project — whether  it  is  situated  on  or 
off  the  reservation — that  might  argu- 
ably bring  revenues  to  a  tribe. 

Thus,  Bear,  Stearns  and  E.F.  Hutton 
in  April  underwrote  $61  million  in 
tax-free  bonds  to  help  Arizona's  Salt 
River  Pima-Maricopa  Indians  buy  a 
cement  plant  100  miles  north  of  the 
tribe's  Phoenix-area  reservation. 
"We're  getting  all  kinds  of  people 
knocking  on  our  door,"  says  the 
tribe's  manager,  Frank  Mertely. 
Among  the  hopefuls  are  developers 
who  want  the  Pima-Maricopa  Indians 
to  put  up  a  suburban  Scottsdale  shop- 
ping center  and  corporate  office  com- 
plex, even  a  golf  resort.  The  Cherokee 
nation  in  Tahlequah,  Okla.  is  think- 
ing of  putting  up  a  "Disney-style"  rec- 
reational theme  park. 

Though  so-called  blind  pools, 
through  which  stock  issuers  raise 
large  sums  for  future  investment,  are 
so  risky  that  many  states  now  restrict 
them,  Wall  Street  has  been  using  a 
variation  of  the  pools  to  sell  tax-ex- 
empt bonds  for  tribes.  Last  fall  the  Sac 
and  Fox.  tribe  of  Tulsa,  teamed  up 
with  Matthews  &.  Wright,  a  New 
York  City-based  municipal  under- 
writer, to  issue  $125  million  worth  of 
5.625%  revenue  bonds.  The  an- 
nounced purpose:  to  buy  various  un- 
identified oil  and  gas  wells  sometime 
in  the  future. 

For  now,  the  proceeds  (minus  $3.3 
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Worldwide  Fans 


CFM56  engines  enjoy  international 
acclaim.  After  millions  of  hours  of 
experience,  the  CFM56-2  and  -3 
are  in  a  class  by  themselves  for 
high  reliability,  outstanding  dura- 
bility, and  low  operating  costs.  As 
a  result,  the  -3  has  rapidly  become 
a  best  seller  in  the  world  of  high 
bypass  turbofans. 

The  CFM56-5  is  a  high  perform- 
ance derivative  of  this  outstanding 
engine  family.  Entering  commercial 
service  in  1988,  it  will  provide  the 
lowest-risk,  lowest-cost  power 
available  for  its  application. 

With  all  this,  aircraft  like  the  A320, 
737-300,  737-400,  and  DC-8 
Super  70  can  rely  on  the  CFM56 
family  for  power  that  fits  perfectly. 
No  wonder  we  have  so  many  fans 
around  the  world. 


cf  m  Q»  international 
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CONTEMPT  FOR  COMPROMISE  HA 
JUST  FOUND  TWO  PERFECT  VEHICLES  I 

EXPRESSION.  Learning  to  compromise,  some  sal 

the  essence  of  growing  older 

If  so,  the  Bavarian  Motor  Works  has  created  a  machi 
that  reverses  the  aging  process.  Two  of  them,  in  fact-the 
L6  and  the  M6.  Reincarnations  of  the  European  Grand  Tour 
tradition  that  so  exceed  the  common  notions  of  luxury  anc 
performance  as  to  be  glittering  anachronisms  in  a  world  c 
diminished  expectations.  | 

With  the  BMW  L6,  the  compromises  and  constraints 
mass  production  give  way  to  the  rigors  of  minuscule 
Deduction. Thus,  the  L6  can  encase  the  driver  in  a  cockpit 
land-stitched  leather 

While  its  legendary  6-cylinder,  182-horsepower  BMW 
engine  ensures  that  luxury  never  descends  into  lethargy. 

©1987  BMW  ol  North  America.  Inc  The  BMW  trademark  and  logo  are  registered.  ________ ——————  


The  BMW  M6,  on  the  other  hand,  is  a  luxury  car  that 
as  test-driven  where  few  luxury  cars  have  ventured:  before 
5  cheering  throngs  of  the  world's  great  racecourses. 

To  accomplish  this,  BMW's  elite  Motorsport  Division 
bued  this  BMW  coupe  with  an  astonishing  24-valve,  3.5- 
%  6-cylinder  engine  capable  of  developing  256  horsepower 

So  while  being  supported  by  specially-designed  sports 
ats,  you  can  enjoy  a  power  plant  so  propulsive,  it  can 
:ketyou  from  0  to  60  in  a  scant  6.8  seconds.  Guided  all 
3  while  by  BMW's  Digital  Motor  Electronics,  which  optimizes 
gine  performance  on  a  millisecond-by-millisecond  basis, 
aking  the  M6  not  only  a  supremely  elegant  vehicle,  but  a 
premely  intelligent  one. 

Together,  the  limited  editions  M6  and  L6  are  adamant 
ections  of  the  belief  that  cars  are  compromises  on  wheels. 

Because  it's  true  we  live  in  an  imperfect  world. 

But  nobody  ever  informed  BMW's  engineers. 

THE  ULTIMATE  DRIVING  MACHINE. 


BMW  L6 


CO  RUM. 


The  Corum  Gold  Coin  Watch.  An  authentic  $20  American  gold  piece. 
Quartz.  Water-resistant.  18  Karat  gold  bracelet.  Swiss  hand-crafted. 
For  brochure,  send  $2  to  Corum,  Dept.  FB,  650  Fifth  Ave.,  N.Y.,  NY  10019. 


THE 

APPRECIATION 

FUND 


Consider  the  credentials 


With  Morgan  Stanley  as  Sponsor  and 
Morgan  Guaranty  as  Investment  Advisor, 
The  Pierpont  Capital  Appreciation  Fund 
offers  a  welcome  alternative  for  the  dis- 
cerning investor. 

The  objective  of  The  Fund  is  long-term 
capital  appreciation.  It  is  designed  for  in- 
vestors who  seek  growth  but  not  current 
income  and  who  can  accept  the  market 
risk  of  investments  offering  opportunities 
for  long-term  growth. 

The  minimum  initial  investment  is 


$25,000,  except  for  shareholders  of  an- 
other Pierpont  Fund,  for  whom  it  is 
$10,000.  There  are  no  sales  charges. 

More  complete  information,  including 
management  fees  and  expenses,  is  con- 
tained in  the  prospectus,  which  you 
should  read  carefully  before  you  invest. 
For  a  copy,  along  with  current  investment 
results,  please  write  Matthew  Healey, 
Morgan  Stanley  &  Co.  Incorporated,  1251 
Avenue  of  the  Americas,  New  York,  NY 
10020,  or  call  (212)  398-2900. 


MORGAN  STANLEY 


million  in  fees  to  Matthews  &.  Wrighi 
and  others)  have  been  invested  by  thq 
tribe  not  in  risky  oil  and  gas  ventures 
but  in  7.05%  bank  certificates  of  de- 
posit in  Louisiana. 

The  three-year  CDs  mature  at  pre- 
cisely  the  moment  when  the  inden- 
ture terms  of  the  bond  issue  allow  the 
tribe  to  pay  off  the  bonds  if  no  suitable 
oil  or  gas  wells  have  been  found  td 
invest  in.  Think  any  will  be?  Doesn't 
matter,  since  the  unstated  purpose  oi 
the  deal  seems  to  be  for  the  promoters 
to  collect  the  underwriting  fees  and 
for  the  Indian  issuers  to  profit  from 
the  arbitrage,  or  spread,  between  the 
cost  of  the  bonds  and  the  yield  on  the 
CDs.  The  take  to  the  Indians  works 
out  to  about  $2  million  over  the  three 
years  of  the  deal,  which  will  go  to  pay 
consulting  fees. 


Charlie  Leighf Arizona  I>aily  Sta 
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Arizona  developer  Hubert  Gregan 
Prospecting  on  reservations. 

Two  of  the  most  audacious  promot- 
ers currently  working  the  reserva- 
tions— Arizona  real  estate  developer 
Hubert  Gregan  and  California  bond 
attorney  Barry  Wolfson — want  a  tribe 
(any  tribe)  to  issue  about  $133  million 
worth  of  bonds  and  use  the  proceeds 
to  take  5,500  mobile  homes  and  apart- 
ments off  their  hands.  In  1985  the  duo 
gained  attention  for  issuing  over  $500 
million  worth  of  bonds  seemingly  for 
arbitrage  by  small  cities. 

It  seems  Gregan  and  Wolfson  came 
into  ownership  of  the  properties  by 
accepting  them  as  collateral  on  a  loan 
to  a  Seattle  landlord  who  subsequent- 
ly defaulted.  So  far  the  two  have  un- 
successfully approached  upwards  of  a 
dozen  tribes,  including  the  25-mem- 
ber  Cabazon  band  of  Mission  Indians 
in  Indio,  Calif.  To  date,  none  has  bit- 
ten. Explained  a  spokesman  for  the 
Cabazons:  "We  didn't  like  the  deal; 
we  didn't  think  the  financing  was  sol- 
id." Obviously,  the  native  Americans 
are  no  patsies.  ■ 
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And  in  the  business  of  \foice  Processing 
Dictaphone  is  the\foice  of  Business. 


i  business,  the  fastest,  most 
fficient  way  to  get  action  starts 
^ith  your  voice.  And  for  almost 

00  years,  people  have  relied  on 
)ictaphone  dictation  equipment 
d  put  their  voices  into  action. 

Today,  Dictaphone  is  a  lot 
lore  than  dictation.  By  combin- 
ig  the  latest  in  voice  recording 
/ith  breakthrough  technologies 

1  communications,  electronics 
nd  computers,  Dictaphone  has 
reated  modern  office  systems 
ailed  Voice  Processors. 

Systems  so  flexible  and 
xpandable,  you  can 
ommunicate  one 
>n-one  over  the 
slephone, 

ICTAPHONE1^,  is  a  registered  trademark 
f  Dictaphone  Corp.,  Rye,  N  Y 
1987  Dictaphone  Corp 
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send  information  to  a  group  of 
people,  or  leave  messages.  Sys- 
tems to  run  your  business  at 
peak  efficiency,  without  having 
to  change  the  way  you  do  busi- 
ness. 

And  Dictaphone  is  a  lot  more 
than  just  products.  Our  people 
make  a  difference.  From  quali- 
fied sales  representatives  to 


customer  support  specialists 
who  train  you  to  make  sure  you 
use  each  product  efficiently. 
Our  reputation  for  product  qual- 
ity and  customer  care  is  unsur- 
passed. 

Business  continues  to  rely  on 
Dictaphone  for  voice  processing 
solutions.  After  all,  Dictaphone 
is  the  Voice  of  Business. 

To  learn  more  about  Voice 
Processing  systems  from 
Dictaphone,  call  toll-free:  1-800- 
342-8439,  or  write:  Dictaphone 
Corp.,  120  Old  Post  Road, 
Rye,  N.Y. 
10580-0648. 


=p  Dictaphone 

A  Pitney  Bowes  Company 


Are  Humana  and  other  hospital  manage- 
ment companies  on  the  road  to  recovery? 
The  case  isn't  compelling. 

Harsh  reality 


By  Gretchen  Morgenson 

Before  1983,  when  the  govern- 
ment instituted  strict  reim- 
bursement guidelines  for 
Medicare  claims,  Humana  was  hot. 
Return  on  equity  at  the  $3.5  billion 
(revenues)  Louisville,  Ky. -based  com- 
pany averaged  almost  30%  annually 
through  the  Eighties,  and  the  stock, 
after  five  splits,  traded  as  high  as  363A 
just  two  years  ago. 

Then  came  the  effects  of  the  cut- 
backs in  reimbursements — Medicare 
patients  bring  in  40%  of  Humana's 
revenues.  This  and  a  falloff  in  admis- 
sions, as  well  as  group  health  losses, 
helped  drive  the  stock  to  a  low  of 
around  19  late  last  year.  Writeoffs  on 
Humana  health  insurance  contracts 
and  closed-down  clinics  totaled 
$191.5  million.  Net  income  fell  near- 
ly 75%,  from  $216  million  in  1985  to 
$54.5  million  last  year. 

If  you  believe  what  you  hear  on 
Wall  Street,  the  worst  is  over  at  Hu- 
mana. The  stock  has  bounced  back  to 
around  24,  and  analysts  talk  of  recov- 
eries and  turnarounds. 

But  the  worst  is  probably  far  from 
over.  Even  stricter  Medicare  reim- 
bursement rules  are  in  the  works  that 
will  bleed  hospitals  more  than  ever. 
"The  government  is  going  to  become 
much  more  aggressive  in  every  area," 
says  Richard  Averill,  one  of  the  devel- 
opers of  Medicare's  reimbursement 
schedule  and  vice  chairman  of  Health 
Systems  International,  a  producer  of 
health  care  management  software. 

To  help  hospitals  survive  in  their 
capital-intensive  business,  Medicare 
has  been  sending  periodic  interim 
payments  to  hospitals  every  two 
weeks  to  cover  their  anticipated 
Medicare  costs.  In  advance.  Thus 
throughout  the  year  the  hospitals  had 
an  interest-free  government  loan. 


Ken  Regaii/Cimera  S 


Humana  Chairman  David  A.  Jones 


What  turnaround?  Where? 


This  cushion  of  cash  flow  vanishes 
in  a  couple  of  weeks  for  acute  care 
hospitals.  In  order  to  get  any  reim- 
bursement from  Medicare,  they  must 
now  submit  a  bill.  Alas,  billing  proce- 
dures at  hospitals  are  about  as  effi- 
cient as  the  Italian  postal  service. 

Where  will  hospital  managers  get 
the  cash  needed  while  they're  await- 
ing Medicare  reimbursements?  If  they 
borrow  it,  their  already  hefty  interest 
expenses  will  swell. 

Humana  management  says  two- 
thirds  of  its  Medicare  bills  are  paid 
electronically  and  therefore  more 
quickly  than  paper  transactions.  Hu- 
mana does  turn  around  its  bills  a  little 
faster  than  others  in  the  industry,  but 
lost  cash  flow  is  still  lost  cash  flow. 

There  are,  of  course,  a  few  areas  of 
growth  remaining  in  the  health  care 
business.  One  is  outpatient  or  ambu- 
latory care.  Humana's  ambulatory 
care  revenues  as  a  percentage  of  total 
hospital  revenues,  for  instance,  have 
grown  from  under  10%  in  1984  to 


15%  so  far  this  year. 

That's  a  nice  growth  rate  in  a  ma- 
ture business.  Too  bad  Uncle  Sam  has 
designated  ambulatory  care  as  one  ol 
the  next  items  to  come  under  the 
knife.  During  the  coming  months,  re- 
imbursement guidelines,  much  like 
those  used  for  inpatient  Medicare 
claims,  will  begin  to  be  applied  tc 
ambulatory  care.  Until  now,  these 
bills  have  been  paid  by  the  govern- 
ment on  a  reasonable  cost  basis.  The 
government  will  almost  certainly  cut 
back  on  the  amount  it  pays  over  time. 
Private  payers- — such  as  Blue  Cross 
and  Blue  Shield — are  apt  to  follow  the 
government's  lead  and  pay  less,  too. 

The  government  is  also  fuming 
about  acute  care  reimbursements,  as 
presently  scheduled.  Two  recent  fed- 
eral reports — by  the  Congressional 
Budget  Office  and  the  Inspector  Gen- 
eral of  Health  &.  Human  Services — 
cite  excessive  profits  in  Medicare 
payouts.  The  Congressional  Budget 
Office  reports  that  hospital  profit 
rates  on  such  payments  were,  on  aver- 
age, 13.6%  in  1984,  and  projected  tc 
be  23%  in  both  1985  and  1986. 

Humana  Chairman  David  A.  Jones 
is  unhappy  about  all  this.  Says  he:  "] 
see  a  Machiavellian  government  at 
work,  setting  the  stage  for  furthei 
cuts."  He  is  right  to  worry.  Sharehold- 
ers ought  to  worry,  too:  Pressure  foi 
holding  down  government  spending 
on  health  care  isn't  going  to  diminish. 

To  generate  revenues  from  othei 
sources,  Jones  built  an  insurance  sub- 
sidiary selling  prepaid  and  indemnity 
health  care  plans  to  customers  who 
would  use  Humana  hospitals  if  and 
when  they  required  care.  In  just  undei 
three  years  616,500  customers  (now 
pared  to  507,000)  signed  up  for  Hu- 
mana's Health  Care  Plans. 

Unfortunately,  the  costs  associated 
with  signing  up  these  customers  were 
huge.  Humana  wrote  off  $129  million 
on  the  program  in  1986,  largely  be- 
cause of  some  fairly  egregious  over- 
sights. Like  what?  Underpricing  pre- 
miums and  offering  insurance  in  toe 
many  markets,  including  one  in 
which  there  wasn't  even  a  Humana 
hospital  for  the  insured  to  check  into. 
Says  Jones:  "We  thought  we  could 
build  the  business  as  we  went  along. 
We  were  a  little  bit  complacent."  In 
another  effort  to  build  his  business, 
Jones  recently  offered  to  acquire  part 
of  International  Medical  Centers,  an 
insolvent  Florida  health  maintenance 
organization,  for  $40  million. 

Under  the  circumstances,  it  seems 
unlikely  that  Humana's  return  on  eq- 
uity, now  down  to  around  6%,  will 
bounce  back  to  the  30%  range  it  en- 
joyed for  so  long.  ■ 
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The  Over-The-Counter  Market 

Comes  Of  Age. 


BY  LAURIE  MEISLER 

rime  was  that  over-the-counter 
stocks  were  considered  interior  to 
lose  listed  on  the  exchanges.  The 
'pical  route  for  a  corporate  stock 
'ould  be  coming  out  as  a  new  issue  on 
le  over-the-counter  market,  but  com- 
anies  worth  their  salt  quickly  graduat- 
d  to  the  American  Stock  Exchange 
nd  then  moved  up  to  the  Big  Board, 
le  New  York  Stock  Exchange.  In  addi- 
on,  OTC  issues  were  thinly  traded-,  low 
riced  and  highly  speculative.  Trans- 
ctions  weren't  reported.  It's  no  wonder 
lat  institutional  investors  stayed  away. 
But  no  more.  According  to  a  study 
onducted  by  the  University  of  Penn- 


sylvania's Wharton  School,  the  dollar 
value  in  institutional  portfolios  of  NAS- 
DAQ/OTC  stocks  (the  over-the-counter 
market  has  come  to  be  known  as  the 
NASDAQ  list  after  its  sponsoring  body, 
the  National  Association  of  Securities 
Dealers)  more  than  tripled  from  1980  to 
1985.  As  of  year-end  1986,  institutional 
investment  exceeded  $100  billion. 
Moreover,  in  1986  the  NASDAQ  market 
set  a  number  of  records.  The  dollar 
value  of  trading  rose  a  hefty  62  percent 
from  1985's  level,  to  $378  billion.  NAS- 
DAQ's daily  volume  for  1986  averaged 
113.5  million  shares,  39  percent  more 
than  the  year  before. 

To  put  these  statistics  into  perspec- 
tive, let's  compare  NASDAQ's  growth 


with  that  of  the  New  York  Stock  Ex- 
change and  the  American  Stock  Ex- 
change. From  1 976  to  1 986  (see  table), 
NASDAQ's  volume  soared  1,607  per- 
cent, compared  with  a  566  percent  rise 
for  the  NYSE  and  a  359  percent  climb 
for  the  AMEX.  During  the  same  time 
period,  the  number  of  companies  listed 
on  NASDAQ  increased  77  percent, 
while  both  listed  exchanges  reported  a 
decline.  Last  year,  NASDAQ  account- 
ed for  42.6  percent  of  total  share  vol- 
ume, almost  double  what  it  did  in  1985. 


BEHIND  THE  GROWTH 


What  is  behind  the  surge?  Experts 
cite  a  host  of  factors.  Foremost,  howev- 
er, is  a  series  of  events  set  in  motion  by 
the  start  up  of  NASDAQ  in  February  of 
1971.  First  was  the  development  of  a 
central  clearance  and  settlements  sys- 
tem in  the  mid-1970s  and  the  improved 
display  of  quotations  from  representa- 
tive quotes  to  the  highest  and  lowest 
offering  prices.  "It  was  a  gradual  and  a 
valuable  change,"  recounts  John  E. 
Herzog,  president  and  chief  executive 
officer  of  Herzog  Heine  Geduld,  a  lead- 
ing market-maker  in  over-the-counter 
securities.  "It  gave  the  public  a  chance 
to  see  what  was  happening  in  the  OTC 
marketplace  and  to  recognize  that  it  is 
legitimate." 

In  1982,  the  National  Market  System 
made  its  debut.  Under  NMS,  sales  of 
2,600  better-owned  stocks  are  report- 
ed as  they  are  completed,  giving  inves- 
tors high,  low,  last  sale  and  volume 
figures.  Accompanying  that  has  been 
the  widespread  proliferation  of  NAS- 
DAQ market  data.  "Market  data  is  now 
available  on  upwards  of  160,000  desk- 
top terminals  located  throughout  the 
free  world,  whereas  as  recently  as  four 
or  five  years  ago  we  had  one-third  of 
that  number,"  reports  Gordon  S.  Mack- 
lin,  president  of  the  NASD. 

It's  important  to  point  out  that  there 
are  several  different  automation  sys- 
tems. Among  them  is  the  Small  Order 
Execution  System  (SOES),  developed 
by  the  NASD  to  provide  for  quick,  effi- 
cient, orderly  execution  of  orders  that 
are  1,000  shares  or  less.  All  SOES 
trades  are  "locked  in" — automatically 
executed  at  the  best  price  available  in 
NASDAQ,  reported  to  NASDAQ  and 
transmitted  to  a  clearing  corporation. 
"No  phones  have  to  be  used,"  notes 
E.E.  (Buzz)  Geduld,  senior  vice  presi- 
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Call  about  Fidelity's 
OTC  fund  today. 

Don't  waste  a 
second. 


Many  investors  are  looking  to  today  s  OTC  market 
for  aggressive  growth  opportunities.  But  an  opportu- 
nity doesn't  hang  around  waiting  for  you  to  take  it. 
That's  why  it's  so  important  for  you  to  call  about  the 
Fidelity  OTC  Portfolio  today.  If  you  had  invested 
$10,000  when  the  fund  started  just  over  two  years  ago, 
it  would  have  grown  to  $22,603  today.1  Past  perfor- 
mance is  no  guarantee  of  future  results,  but  if  you  think 
that  OTC  is  the  right  choice  for  you,  go  with  the  fund 
that  gives  you  all  these  advantages: 

Low  minimum  investment  of  $2,500  ($500  for 
IRA)  •  Expert  research  and  professional  management 
•  24-hour  toll-free  service  •  Easy  telephone  exchange  to 
more  than  65  other  Fidelity  funds  •  Plus  the  reliability 
of  one  of  America's  foremost  investment  fund  specialists 
behind  you.  Call  TOLL-FREE  1-800-544-6666  today. 
There's  no  reason  to  wait. 


'Total  return  for  the  period  12/31/84  to  3/31/87  includes  change  in  share 
price,  reinvestment  of  dividends,  capital  gain  distributions  and  the  effect 
of  the  3%  sales  charge,  updating  page  5  of  the  prospectus.  Market  ^ 
conditions  fluctuated  but  were  generally  up  during  the  period.        x\  V- 


Fidelity  OTC  Portfolio. 

For  more  complete  information,  including  management  fees,  expenses 
and  the  3%  sales  charge,  call  or  write  for  a  free  prospectus.  Read  the 
prospectus  carefully  before  you  invest  or  send  money.  Fidelity  Distributors 
Corporation  (General  Distribution  Agent).  P.O.  Box  660603. Dallas, TX  75266. 

Name  

Address  

City  State  Zip  


□  Free  IRA  fact  kit  (OTCI)      □  Free  Keogh  fact  kit  (OTCK) 

Call  toll-free  24  hours 

1-800-544-6666 

In  Mass.  all  collect  617-523-1919 
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dent  of  Herzog  Heine  Geduld.  "It's  novj 
possible  for  the  average  investor  to  ge 
in  and  out  of  the  marketplace  in  mi 
seconds,  where  before  he  might  have 
waited  45  minutes  for  a  report." 

Many  of  the  major  firms  have  in 
stalled  m-house  computer  systems  tha 
enable  them  to  make  markets  in  mors 
OTC  stocks  and  in  greater  volume  thar 
ever  before.  Prudential-Bache  Securi 
ties,  for  example,  is  in  a  paperless  envi 
ronment.  "Retail  customers  are  guaran 
teed  the  inside  market,"  notes  Joseph 
Humenik,  manager  of  OTC  trading 
"They  get  timely  reports  and  timely  exe 
cutions.  We've  tripled  our  daily  outpu 
doing  probably  half  the  work." 

Similarly,  PaineWebber,  report; 
Richard  A.  Bruno,  managing  director  o 
OTC  trading,  has  an  on-line  trading 
system  that  allows  the  firm  to  delive 
orders,  via  computer,  from  its  retail  sys 
tern  to  its  trading  desk.  "Our  tradinc 
personnel  spends  more  time  tradinc 
stocks  and  less  time  talking  to  retai 
brokers,  and  they  have  an  on-line  in 
ventory  system  so  they  know  exactly 
where  they  stand  in  each  stock  the} 
make  a  market  in,"  says  Bruno. 

To  be  sure,  automation  has  been  i 
boon  to  traders.  They  are  able  to  obtair 
information  more  rapidly  and  to  handle 
an  increased  level  of  activity.  "It  has 
enabled  the  trader  to  think  more  readih 
about  what  he  wants  to  do,  to  trade 
additional  stock  and  to  refer  to  othe 
machines  where  he  can  see  charts 
earnings  and  the  news,"  enumerate; 
Peter  DaPuzzo,  senior  executive  vice 
president  of  Shearson  Lehman  Broth 
ers.  And  even  though  automation  ha; 
created  narrower  spreads,  which  re 
duce  profitability,  it  offers  the  opportu 
nity  to  increase  volume.  There  hasn' 
been  a  year  since  1972  that  my  depart 
ment  has  made  less  money.,"  says  Da 
Puzzo.  "We  make  more  money  even 
year  because  we  always  do  more  volu 
me." 

What  does  all  of  this  technology  real 
ly  benefit  investors  in  OTC  stocks' 
"Now,"  observes  Larry  Kinney,  senio 
vice  president  of  OTC  trading  at  E.F 
Hutton  &  Co.,  "there's  no  guessing.  Yoi 
know  exactly  what  the  market  is  be 
cause  it's  right  there  on  a  compute 
screen  Everyone  has  that  visibility 
whether  it's  the  public  or  the  institutior 
al  investors  or  the  dealers  who  are  risl 
ing'the  capital  in  making  the  markets. 

Although  the  OTC  is  still  a  negotiate 
market  (each  issue  has  an  average  e 
nine  competing  market  makers),  an 
the  NYSE  remains  an  auction  marke 
(only  one  specialist  at  each  exchang 
is  assigned  to  a  specific  issue),  "the 
are  becoming  much  more  alike  all  th 
time  because  of  automation,"  Kinne 
points  out.  "If  you  go  into  your  broker' 


WHEN  THE  RISK  IS  GREATEST 
E.F  HUTTON  IS  AT  ITS  BEST 


I  n  1906  an  earthquake  cut 
JLSan  Francisco  off  from  the 
outside  world. 

But  Richard  Mulcahy  of 
E  E  Hutton  saw  an  opportunity 
rise  from  the  wreckage  of  the 
burning  city. 

He  rescued  the  Hutton 
books,  sailed  to  Oakland  and 
convinced  Western  Union 
to  open  a  line  to  New  York. 
Within  24  hours  E.E  Hutton 
was  offering  its  clients  access  to 
New  York  markets. 

At  E.E  Hutton  we  recognize 
that  risk  brings  opportunity - 
especially  in  the  OTC  Market. 

Our  research  team  -  one 
of  the  most  respected  in  the 
business  -  identifies  the  risks  to 
help  you  avoid  pitfalls  and  find 
winners.  Centralized  trading  of 
stocks  worldwide  gets  us  in  and 
out  of  the  action  faster,  so  you 
can  take  advantage  of  constantly 
changing  global  opportunities. 

And  when  you  venture  into 
the  OTC  market,  you  take  the 
integrity  and  reputation  of 
E.E  Hutton  with  you -that's  the 
power  of  E.E  Hutton. 

Let  us  tell  you  more  about 
how  E.E  Hutton  can  help  you. 
Call  toll  free  1  800  EFH-2626, 
Ext.  OTC.  When  you  call,  we'll 
send  you  a  free  research  report 
which  identifies  the  latest 
opportunities  in  OTC  stocks. 

Come  to  E.F.  Hutton  first. 
We  know  the  market.  We  have 
the  resources.  We're  ready  to 
work  for  you. 


IFHutton 
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office  and  see  a  price  quote  on  IBM, 
you  really  couldn't  tell  the  difference 
between  the  way  it's  presented  and  the 
way  Apple  Computer's  quote  is  pre- 
sented. You'd  see  the  inside  market, 
you'd  see  the  volume,  you'd  see  the 
last  trade." 


MORE  COMFORT 


Thanks  to  all  the  advancements,  the 
comfort  level  of  investors  has  risen  dra- 
matically. Institutions  are  major  players 
in  OTC  stocks  and  issuers  are  far  less 
eager  to  fly  the  coop.  For  portfolio  man- 
agers the  draw  is  not  only  liquidity.  With 
quarterly  performance  the  yardstick  by 
which  money  managers  are  measured, 
they  can  no  longer  avoid  any  market- 
place, be  it  Europe  or  Japan  or  NAS- 
DAQ. 

In  fact,  Kenton  Woods,  senior  vice 
president  of  the  investment  banking 
firm  of  D.H.  Blair  &  Co.,  cites  studies 
which  demonstrate  that  over  the  past 
10,  20  and  even  60  years,  small-capi- 
talization stocks  have,  on  average,  out- 
performed the  larger  ones  many  times 
over.  One  study  he  mentions,  conduct- 
ed by  Marc  Reinganum,  an  associate 
professor  of  finance  at  the  University  of 
California,  shows  that  in  the  ten-year 
period  starting  at  the  end  of  1974  each 
dollar  invested  in  the  largest  stock  ex- 
change companies  grew  to  $3.33, 
while  each  dollar  invested  in  the  small- 
est OTC  companies  grew  to  $26.16. 
"They're  the  innovators,  they're  the  lea- 
ders," says  Woods  of  OTC  stocks.  "For 


investors  prepared  to  assume  a  greater 
degree  of  risk,  the  rewards  on  the  OTC 
market  can  be  much  greater  than  they 
are  on  the  Big  Board." 

Another  attraction  is  that  many  of  the 
companies  that  have  grown  up  in  the 
OTC  marketplace  have  elected  to  re- 
main there.  So  if  an  institution  wants  to 
invest  in  Apple  Computer,  for  example, 
or  MCI  Communications,  it  has  no 
choice  but  to  participate  in  the  OTC 
market.  In  fact,  some  experts  estimate 
that  there  are  currently  about  1,600 
stocks  on  NASDAQ  that  are  eligible  for 
a  listing  on  the  New  York  Stock  Ex- 
change. 

Many  attribute  this  phenomenon  to 
issuers'  growing  fondness  for  a  com- 
petitive market.  "The  over-the-counter 
market  has  established  itself  as  a  via- 
ble, visible  marketplace  with  a  better 
system  than  the  exchanges  were  able 
to  conjure  up  with  the  specialist  sys- 
tem," declares  Bill  Dailey,  partner, 
OTC,  of  Montgomery  Securities.  "With 
Intel,"  he  illustrates,  "you've  got  45  spe- 
cialists out  there  willing  to  bring  supply 
and  demand  to  the  market  at  any  mo- 
ment and  any  day.  If  it  were  listed, 
you'd  be  operating  against  the  moods, 
the  position  and  the  temperament  of  a 
given  specialist." 

PaineWebber's  Bruno  points  out  that 
"the  biggest,  most  prestigious  firms  in 
the  business  make  markets  in  Apple, 
Intel  and  MCI."  Important,  too,  he  re- 
lates, is  the  fact  that  many  OTC  compa- 
nies have  been  very  vocal  in  support  of 
their  market.  And  D.H.  Blair's  Woods 


observes  that  some  very  good  sect, 
ties  analysts  follow  OTC  stocks. 

The  upshot:  a  great  deal  more  £ 
ceptability  and  awareness  of  O' 
stocks.  "You've  got  some  traditional 
vestors  who  would  not  have  bought 
over-the-counter  market  because 
didn't  meet  their  criteria  suddenly  bi 
ing  OTC  securities,"  comments  Joi 
Tognino,  vice  president  and  OTC  ms 
ager  of  Merrill  Lynch.  "And  you've  c 
investors  all  over  the  world  saying  th 
want  to  be  represented  in  this  kind  o 
marketplace." 

The  linkage  between  NASDAQ  ai 
the  London  Stock  Exchange  to  crea 
an  "electronic  bridge"  is  one  step  d 
signed  to  bring  the  OTC  market  to  fc 
eign  investors.  (The  first  intercontine 
tal  link  of  major  world  markets,  it  i 
volves  the  exchange  of  real-tin 
quotations  for  more  than  550  issues  \. 
satellite.)  And  a  linkage  between  NA 
DAQ  and  the  Far  East,  which  is  repo 
edly  being  discussed,  would,  Mer 
Lynch's  Tognino  suspects,  "bring 
whole  new  generation  of  investors 
the  marketplace." 

A  SUN  THAT  NEVER  SETS 

Indeed,  the  changes  impacting  tr 
OTC  market  are  far  from  over.  Wh 
many  OTC  experts  now  look  forward 
is  a  truly  international  market  where  tt* 
sun  doesn't  set  and  where  trading 
always  possible.  Today,  trading 
done  on  a  24-hour  basis  but,  as  th 
NASD's  Macklin  observes,  trading 
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Harness  the  power 

)f  the  dominant  player  in  OTC  trading: 
VIerrill  Lynch.  Today  at  MOTC,  we  make 
markets  in  more  than  1,700  domestic  and 
nternational  securities. 

Our  network  of  trading  systems  is  fully 
ntegrated-linking  more  than  1,000  offices 
vorldwide.  Our 
ilients  have  access 
o  a  formidable 
listribution  system, 
manned  by  highly 
skilled  professionals 
ind  powered  by  our 
capital  base. 

We  handle  the 
argest  transactions 
juickly  and  efficiently 
ind  help  clients  secure 
the  most  competitive  prices.  Find  out  how 
/ou  can  benefit  from  our  leadership 

in  OTC  trading. 


U.S.  AND  INTERNATIONAL  OVER-THE- 
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Institutional  MOTC  1-800-553-6046 
Dealer  MOTC  1-800-221-9922 
International  Equities  MOTC  1-800-221-8505 


987  Merrill  Lynch  Capital  Markets 
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remote  areas  off  hours  is  nowhere  near 
as  liquid  as  it  is  in  the  U.S.  A  truly  global 
market,  as  he  defines  it,  would  be  in 
Macklin's  words,  "a  worldwide  network 
of  interfaced,  locally  owned  and  con- 
trolled market  systems." 

The  incentives  to  create  such  a  mar- 
ket are  strong.  First,  says  Macklin,  so- 
phisticated investors  tend  to  be  inter- 
ested in  diversifying.  And,  he  says, 
many  of  the  major  industries  that  were 
once  concentrated  in  one  country  or 
another  have  become  international 
Aimed  in  the  direction  of  a  truly  global 
market,  Macklin  goes  on  to  explain,  is 


the  linkage  of  markets— NASDAQ,  he 
relates,  is  very  compatible  with  markets 
in  other  countries.  "People  trying  to 
capture  a  greater  share  of  global  vol- 
ume are  not  building  markets  around 
trading  floors,"  Macklin  notes.  "The 
definition  of  global  trading  is  central- 
ized information  and  activity  from  pro- 
fessionals that  are  geographically  dis- 
persed." 

Currently,  however,  eyes  are  fo- 
cused on  a  new  development:  Starting 
this  May,  the  nation's  listed  equity  ex- 
changes have  been  approved  to  trade, 
on  a  one-year  pilot  program  up  to  25 


Announcing  the  Midwest  OTC  25 


The  Best  of  Both 
Trading  Worlds 


Now  there's  a  way  to  trade  25  selected  OTC  stocks  while  getting  all  the  benefits  you'd 
expect  from  the  auction  market  system.  It's  the  Midwest  OTC  25.  and  it  brings  buyers 
and  sellers  closer  together 
As  in  listed  equities,  there  is  a  unified  opening.  And  of  course  the  customer's  order  is 
always  represented  and  takes  precedence,  while  our  specialists'  markets  and  size  are 
displayed  at  all  times.  The  result  is  added  liquidity,  precision  and  predictability. 

Ada  to  this  the  most  advanced  systems  technology  available,  and  you  have  a  maior 
evolutionary  step  toward  a  true 
national  market  system. 

To  learn  more  about  The 
Midwest  OTC  25.  just  call  one  of 
the  specialists  listed  below. 


==  THE  MIDWEST 
idt    OTC  25 " 


Midwest  Stock  Exchange.  Incorporated 

One  Financial  Place  A4C  S  LaSalfe  Street 

Chicago  Illinois  606C5    312  063-2222 


The  New  Alternative 


■  ■  J  3895/lllinolS  312-663-0320AGREA  KEMC.  LMED.  SHON.  SMED— DEMPSEY  &  CO..  #1-800-344-8676/ 

f-63-2634  VAPL,  APCl  BMGC.  DAZY.  DIG1.  GENE.  HENG.  L1ZC.  LOTS.  MAX1.  MCIC  PCLB.  SGAT.  TATE.  TCOMA— 
iRSH  ISC  .  *l-800-824-0801/Illlnois  312-663-2306— CMCO.  CTOS.  CVGT.  1NGR.  1NTC. 


OTC  selected  stocks.  The  Midwei 
Stock  Exchange  is  kicking  off  the  Ur 
listed  Trading  Privileges  program  an 
other  exchanges  are  expected  to  folio 
suit.  From  that  perspective,  NASDAQ 
the  fastest  growing  equities  market  an 
a  source  of  future  growth. 

Ted  Jackson,  manager  of  new  prod 
uct  development  for  the  Midwest  Stoq 
Exchange,  calls  it  a  natural  evolutiorj 
"one  of  the  first  experiments  in  ama 
gamating  these  two  very  different  type 
of  systems."  In  Jackson's  assessmenj 
"This  is  the  next  step  in  the  creation  of 
truly  national  market  system." 

At  the  same  time,  many  OTC  leaden 
bemoan  the  fact  that  the  exchange 
are  being  let  into  their  marketplace 
Cognizant  of  this,  the  Midwest  Stoq 
Exchange  is  positioning  itself  to  servj 
public  investors  by  representing  thei 
orders  on  an  agency  basis.  In  addition 
the  Exchange  will  trade  these  25  issue) 
using  its  electronic  order  routing  anl 
execution  trading  systems.  The  end  re! 
suit  from  the  Midwest  Stock  Exchangj 
is  additional  liquidity  and  predictabilit 
execution. 

Meanwhile,  what  has  happened  i 
the  individual  investor,  who  once  ac 
counted  for  the  majority  of  OTC  shar 
volume?  A  number  of  others  disagree 
Some  say  individuals  are  active; 
though  in  a  different  way.  Witness  th 
growth  of  Fidelity's  OTC  Portfolio.  Star 
ed  in  1984,  the  mutual  fund's  Stella 
performance  the  following  year  attract 
ed  investors  who  felt  they  lacked  th 
expertise  to  invest  in  OTC  stocks  o| 
their  own.  Now  over  $1  billion  in  size 
the  fund  was  hampered  in  1986  by 
poor  year  for  OTC  stocks  in  general 
But  marketing  manager  Susanne  MS 
honey  points  out,  many  investors  ar' 
viewing  low  price/earnings  multiples  ai 
a  buying  opportunity.  "People  are  ceij 
tainly  more  aware  of  the  OTC  market  al 
a  result  of  these  OTC  funds,"  she  sayg 
"and  a  lot  more  have  participated  as 
result." 

OTC  leaders  are  convinced  that  m 
growth  of  NASDAQ  is  destined  to  con 
tinue,  because  the  system  is  proving  it! 
effectiveness.  "The  end  result  of  autc 
rmation  and  internationalization,  after 
decade  of  institutionalization,  is  that  w< 
have  the  best  OTC  market  than  we'v* 
ever  had,"  declares  Merrill  Lynch" 
Tognino.  And  it's  getting  better,  in  hi 
opinion.  "It  will  become  more  liquid, 
will  become  larger  in  terms  of  compa 
nies  and  the  participants  in  the  market 
place  will  begin  to  commit  even  mor< 
capital  than  they  are  now,"  Tognm< 
forecasts.  "I  think  that  all  of  this  wil 
translate  into  a  more  effective,  morf 
price-sensitive  and  more  confiden 
marketplace."  ■ 

Laurie  Meisler  is  a  New  York-based 
financial  writer 


This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


May  4,  1987 


11,500,000  Shares 
FREEPORT-McMoRan  INC. 


$1,875  Convertible  Exchangeable  Preferred  Stock 


The  Stock  is  convertible  at  the  option  of  the  holder  at  any  time,  unless  previously  redeemed,  into 
Common  Stock  of  the  Company  at  a  conversion  price  of  $29.53  per  share,  subject  to  adjustment. 


The  Preferred  Stock  is  exchangeable  at  the  option  of  the  Company  on  any  dividend  payment  date 
commencing  May  1,  1989  for  Freeport-McMoRan's  7'/2%  Convertible  Subordinated  Debentures  Due 
2012  at  the  rate  of  525  principal  amount  of  Debentures  for  each  share. 


Price  $25  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  the 
undersigned  in  compliance  zvith  the  securities  laws  in  such  State. 


Kidder,  Peabody  &  Co 

Incorporated 


Based  upon  after  market  performance 
Which  investment  banking  firm 
was  No.  1  in  Initial  Public  Offerings 

in  1986? 


MANAGING  FIRM 

NO.  OF 
IPO'S 

AVERAGE 
%  CHANGE 

D.H.  BLAIR  &  CO,  INC 

25 

+  23.7% 

MERRILL  LYNCH* 

46 

+  6.7% 

DREXEL  BURNHAM* 

41 

-13.8% 

PAINE  WEBBER* 

27 

-  0.5% 

*  SOURCE:  IDD-1/87— '  STOCKS  WITH  YEAR  END  PRICES  OF  LESS  THAN  $1  WERE  NOT  INCLUDED. 


D.H.  Blair  &  Co.,  Inc. 

was  Rated  as  the  Top  Underwriter  of  the  Decade 
based  on  aftermarket  Performance 

SOUND  JUDGEMENT,  GOOD  COMMON  SENSE  AND  A 
RECOGNITION  OF  OUR  IMMENSE  RESPONSIBILITY 
TO  THE  INVESTORS  AND  COMPANIES  WE  SERVE. 

Share  Our  Success 


YES!  I  believe  in  investing  in  exciting  super  growth  stocks  early. 
Please  contact  me  about  your  investment  opportunities. 
My  investment  portfolio  is  approximately: 

□  $50,000-$  1 25,000     □  $125,O0O-$250,0O0     □  $250,000-$  1 .000,000 

□  over  $1,000,000 

Name  (Print)  

Telephone:  Business  Home  

Address  City  State  Zip  

D.  H.  Blair  &  Co.  Jnc. 

44  Wall  Street.  New  York,  NY  10005 

Members  of  (he  New  York  Stock  Exchange  Inc.  •  StPC 


The  Up  &  Comers 


By  Fleming  Heeks 


Strategy 


There's  no  room  in  Plenum  Publishing s 
niche  for  it  to  grow,  says  Chief  Executive 
Marty  Tash.  So  what  should  Task  do? 


Fish  or  cut  bait 


In  our  business,"  says  Plenum  Pub- 
lishing Corp.'s  Martin  Tash,  "a 
bestselling  book  is  a  thousand  cop- 
ies." But  don't  let  volume  obscure 
naked  profitability.  On  sales  of  $38 
million  last  year,  this  little  publisher 
of  scientific  and  technical  books  and 
journals  earned  $11.5  million  pretax, 
about  what  Harper  &  Row  earned  on 
sales  of  $200  million.  Add  the  $7.5 
million  in  dividends  and  capital  gains 
Tash  earned  on  Plenum's  $50  million 
investment  portfolio,  and  the  publish- 
er's overall  aftertax  net  hit  $12.2  mil- 
lion last  year. 

Yet  not  all  is  happy  in  Plenum  Pub- 
lishing's  profitable  little  kingdom. 
Under  Tash,  Plenum  has  been  so  suc- 
cessful that  it  has  filled  its  niche  and 
has  no  more  room  to  grow.  Tash  finds 
himself  at  a  crossroads:  acquire  or  sell 
out.  Either  way,  dangers  lurk. 

Tash,  now  46,  grew  up  next  door  to 
singer  Paul  Simon  in  New  York's  bor- 
ough of  Queens.  He  was  a  30-year-old 


Plenum  Publishing s  Martin  Tash  (foreground)  and  Mark  Shaw 
Heading  down  the  acquisition  trail. 


FORBES,  [UNE  15,  1987 


E  


New  power  to  the 
printed  page. 


The  new 
IBM  printers. 

Most  of  what 
shows  up  on  your 
computer  screen  is 
seen  by  just  one  person.  You. 
But  what  comes  out  of  your 

A 


So  what  do  you  get  more  of  in  tl 
Proprinter  II? 

Speed,  versatility  and  convenien 
There's  now  Fastfont™  an  extra-fast 
draft  mode.  Switching  to  "near  lette 
quality"  is  faster  too,  because  now 
there's  a  button  for  changing  modes 


*TJJ»CWP*  SWA  tt*  gg 


Bw>KWorm  Tapes 


MWCBS  


printer  goes  out  to  the  world. 

So  it  has  to  look  professional,  and 
getting  it  done  has  to  be  easy;  virtues 
that  have  made  IBM®  per-  %f 
sonal  printers  best-sellers. 

The  IBM  Proprinter 
and  the  IBM  Quietwriter 
Printer  have  earned  high 


There's  also  a  choice  of  typestyle: 
and  of  course  you  can  still  load  enve 
lopes  from  the  front  and  put  in  singl< 
-  \    sheets  any  time  you  wan 
1    The  IBM  Proprinter 
is  for  anyone  who  want 
to  print  both  text  and 
graphics,  with  a  printe 


The  IBM  Proprinter  II. 

marks  from  both  customers  and  critics,  that's  fast  and  economical. 

Now  our  printers  are  even  better,  ™,    T™/rr»  • 

and  we've  added  new  members  to  the         The  ™f  ft°P™Ik[ 
•  .  •    r     i  and  rropr  inter 

existing  tamily.  r 

.  The  IBM  Proprinter  X24  and 

The  IBM  Proprinter  II.  proprinter  XL24  are  new.  The  "24" 

What  made  the  original  IBM         stands  for  24-wire  technology. 
Proprinter  so  popular  was  speed,  ver-    What  that  stands  for  is  new  levels  of 
satinty  and  convenience.  Proprinter  quality  for  everything 


ou  put  on  paper. 

Both  models  print  letter  quality 
3xt  with  greater  detail  and  graphics 
nth  better  density  and  definition. 

The  improvement 

is  easy  to  see. 

11  So  is  the  perfor- 
i    manee.  When 


TheIBMProprinterX24  with 
tional  sheet  feed. 

Dmpared  to  current,  best-selling, 
i  omparably  priced  24-wire  printers, 
!  le  Proprinter  X24  and  Proprinter 
L24  print  IV2  to  2  times  the  draft 
utput  in  the  same  amount  of  time.* 

The  Proprinter  XL24  has  a  wide 
arriage  for  spreadsheet  printing,  and 
loth  have  an  optional  sheet  feed  for 
ided  paper-handling  convenience, 
lus  FontSet™  an  option  that  lets  you 
tioose  from  11  other  typestyles. 

The  IBM 
Quietwriter  HI  Printer. 

Earlier  IBM  Quietwriter  printers 
ave  always  been  easy  on  the  ears, 
ut  the  new  IBM  Quietwriter  III 
rinter  is  even  quieter  and 
Des  nearly  twice  as  fast,  print- 
ig  executive  letter  quality 
xt  and  graphics  in  an 
tecutive  hurry. 

There's  new  f  lexibil- 
y  in  style,  as  well.  The  "'**"" 
uietwriter  III  Printer 


The  IBM  Proprinter  XL24  has  a  wide  carriage, 
ideal  for  spreadsheets. 


comes  with  four  different  type  fonts 
built  in  and  you  can  combine  type- 
styles  within  the  same  document. 

If  that's  not  enough,  there  are 
optional  font  cartridges  that  give  you 
the  freedom  to  use  up  to  eight  type- 
styles  on  one  page. 

There's  also  a  new  dual-drawer 

sheet  feed 
(with  optional 
envelope  feed) 
that  lets  you 
use  letterhead 
stationery  for 
the  first  page  of  a  letter,  then  plain 
paper  for  the  rest. 

No  matter  what  level  of  price  or 
performance  you  need,  there's  an 
IBM  personal  printer  to  fit  the  bill. 
And  they  fit  very  nicely  with  the 
IBM  Personal  System  /2 1" 

So  call  your  IBM  Marketing 
Representative,  or  visit  an  IBM 
authorized  dealer. 

For  the  dealer  nearest  you,  call 
1-800-447-4700,  ext.  9.  (In  Alaska 
call  1-800-447-0890,  in  Canada 
1-800-465-6600.)  TW^M" 


nmnimiMiii  1 

The  IBM  Quietwriter  III  Printer  with  single- 
drawer  sheet  feed. 


There's  also  an  innovative 
multiple-drawer  sheet  feed. 


*Based  on  an  independent  evaluation  using  PC  Magazine  Labs  Benchmark  Series. 
©  IBM  Corporation  1987.  IBM  and  Quietwriter  are  registered  trademarks,  and  Proprinter,  "Fastfont,"  "FontSet,"  and  "Personal  System/2"  are  trademarks,  of  IBM  Corporation, 


CPA  when  he  joined  Plenum  as  finan- 
cial vice  president  in  1971. 

The  company  was  then  a  mess.  Earl 
Coleman,  who  started  Plenum  in 
1946  to  publish  Russian  scientific 
journals  in  English,  thrived  on  creat- 
ing new  divisions  and  new  business- 
es, with  scant  regard  to  whether  they 
made  any  sense.  In  the  12  months 
before  Tash  was  hired,  Plenum  began 
losing  serious  money.  The  stock  (ad- 
justed for  several  splits)  dropped  from 
13  to  2. 

Tash  showed  an  early  taste  for  cut- 
ting overhead.  He  shuttered  most  of 
Coleman's  ancillary  businesses  and 
lopped  staff  wherever  he  could.  He 
slashed  the  payroll  at  Plenum's  Lon- 
don typesetting  plant  by  switching 
from  hourly  to  piece  rates.  Even  today 
Plenum  occupies  three  floors  of  a  low- 
rent  industrial  building  in  lower  Man- 
hattan where  Tash  spends  next  to 
nothing  on  interior  decoration. 

Tash  began  playing  the  stock  mar- 
ket when  he  was  13.  At  Plenum  he 
began  making  money  by  actively  in- 
vesting the  publisher's  cash  flow  in 
preferred  stocks,  to  take  advantage  of 
the  85%  dividend  exclusion  (now 
80%)  allowed  by  the  IRS  on  corporate 
investments.  As  overhead  fell  and  the 
investing  paid  off,  the  stock  recov- 
ered, and  then  some:  Adjusting  for 
several  stock  splits,  100  shares  of  Ple- 
num bought  for  $2  apiece  in  1971 
would  now  be  1,675  shares  that  pay 
$800  a  year  in  dividends  and  are  worth 
$40,000.  Tash  himself  bought  a  lot  of 
stock  at  the  time.  His  6.99%  of  Ple- 
num is  currently  worth  $10.5  million. 
Coleman  made  Tash  chief  executive 
in  1977  and  then  retired  to  an  an- 
tiques business  in  upstate  New  York. 

Plenum  currently  puts  out  160  pro- 
fessional and  scientific  journals,  pub- 
lishes about  340  books  a  year  and  has 
a  back  list  of  over  4,000  titles.  But  if 
you've  never  read  a  Plenum  book, 
don't  feel  bad.  "Some  of  our  books," 
says  Tash,  "are  at  such  a  high  level  of. 
scientific  research  that  there  aren't 
20,000  people  in  the  world  who  would 
even  understand  them." 

If  you're  one  of  the  chosen,  there  is 
little  choice  but  to  ask  your  library  to 
order,  at  $75  a  copy,  Plenum  titles 
like  Electron  Spin  Relaxation  in  Liquids 
and  Mass  Transport  Phenomena  in  Ce- 
ramics. Foreign  interest  is  high:  46% 
of  Plenum's  sales  come  from  outside 
the  U.S. 

Plenum  markets  most  of  its  books 
and  journals  by  direct  mail,  primarily 
to  libraries,  technically  oriented  cor- 
porations and  research  organizations 
like  Bell  Laboratories  and  MIT's  Lin- 
coln Laboratory.  So  a  high  percentage 
of  revenues  show  up  as  profit. 


Of  Plenum's  160  scientific  and 
technical  journals,  93  are  Russian  sci- 
entific journals  in  English  translation. 
These  are  published  under  an  exclu- 
sive license  from  the  Soviet  Union, 
which  Tash  recently  negotiated 
through  1996.  This  work  rewards. 
While  subscriptions  to  the  Soviet 
journals  average  only  200  or  so,  the 
average  annual  subscription  rate  is 
around  $500.  And  a  popular  Plenum 
Soviet  journal  like  the  Journal of Soviet 
Mathematics  has  400  to  500  subscribers 
and  sells  for  $1,250  a  year.  Plenum's 
own  67  journals,  including  new  titles 
such  as  the  Journal  of  In  Vitro  Fertiliza- 
tion and  Embryo  Transfer,  sell  for 
around  $100  a  year  but  might  have 
1,000  subscribers. 

Plenum  plans  to  start  30  new  jour- 
nals in  the  next  five  years,  including 
new  Russian  journals.  But  Mark 
Shaw,  who  heads  Plenum's  publish- 
ing program,  is  the  first  to  warn  that 
starting  new  journals  is  not  without 
risk.  "We  got  into  fusion  energy  be- 


Sales  over  the  past  three 
years  have  been  relatively 
flat.  Operating  income  has 
increased,  but  only  because 
prices  have  been  boosted. 
"We  specialize  in  custom 
markets  that  we've 
served/or  years,  but  there 
is  only  so  much  worth- 
while that  you  can  publish 
in  those  fields." 


cause  it  was  going  to  solve  everything, 
right?"  Shaw  recalls.  "Our  advisers 
told  us  it  was  going  to  be  the  greatest 
thing.  And  now  it's  dying." 

Still,  most  new  journals  survive, 
and  in  turn  feed  the  book  program. 
Journal  editors  are  able  to  identify  im- 
portant new  research  as  it's  happen- 
ing, and  recommend  that  articles  be 
expanded  into  books.  It  also  helps  to 
pinpoint  markets  for  books,  particu- 
larly international  markets,  and  aids 
Plenum's  specialty  textbook  publish- 
ing efforts. 

Tash,  in  short,  has  exploited  just 
about  all  opportunities  within  Ple- 
num's niche,  which  leads  him  to  his 
current  crossroads.  Sales  over  the  past 
three  years  have  been  relatively  flat. 
Operating  income  has  increased,  but 
only  because  book  and  journal  prices 
have  been  boosted.  "We  specialize  in 
custom  markets  that  we've  served  for 
years  and  will  continue  to  serve  for 
years,"  Tash  explains,  "but  there's 
only  so  much  worthwhile  material 
that  you  can  publish  in  those  fields." 

Unfortunately,  Tash  may  not  be 
able  to  continue  to  spend  30  hours  a 


week  using  Plenum's  cash  flow  ti 
play  the  market.  If  the  value  of  Pie 
num's  investments  grows  to  mor 
than  40%  of  the  company's  total  val  I 
ue  (excluding  cash  and  certain  govern  I 
ment  securities),  the  SEC  will  try  t 1 
force  Tash  to  register  Plenum  as  aj 
investment  company.  This  Tash  i 
loath  to  do  because  he  will  then  be 
come  subject  to  a  host  of  bothersom 
rules  and  regulations. 

What,  then,  should  Marty  Tash  d» 
for  an  encore?  It  appears  he  tried  t< 
sell  Plenum  last  year.  Internationa 
Thomson  and  McGraw-Hill  probabh 
took  close  looks.  Deal  rumors  drovi 
the  stock  over  30  (adjusted  for' 
March  split),  and  sank  it  to  18  whei 
no  deal  emerged.  Recent  price:  25.  AI 
Tash  will  say  on  the  subject  is,  "Obvi 
ously,  the  company  wasn't  sold." 

A  hostile  buyer  is  not  out  of  the 
question.  Take  away  the  cash  in  it) 
investment  portfolio  and  Plenum  i: 
selling  at  about  eight  times  its  preta? 
publishing  earnings.  In  the  curren 
market  someone  would  probably  pa> 
twice  that — more,  if  the  buyer  couk 
shelter  the  income  from  taxes.  To 
gether,  Tash,  Plenum's  directors  anc 
the  profit-sharing  plan  own  24%  ol 
the  company,  not  enough  to  block  £ 
determined  raider. 

Tash  is  not  sitting  still,  and  he  is 
now  gearing  up  to  buy  other  publish- 
ing assets.  On  Apr.  23  Plenum  sold 
$50  million  of  subordinated  deben- 
tures, bringing  Tash's  war  chest  tq 
$  1 00  million.  He  also  freed  up  some  ol 
his  own  time  by  hiring  a  chief  finan- 
cial officer  last  September. 

There  are  probably  no  bargains  left 
in  the  publishing  business.  But  Tash 
believes  he  will  find  opportunities. 
"What's  happened  in  our  industry," 
he  explains,  "is  you  have  this  amal- 
gamation taking  place  where  every- 
thing is  being  bought  by  half  a  dozen 
major  international  companies.  It'si 
our  belief  that,  at  some  point,  these 
companies  will  divest  themselves  of 
things  that  don't  make  any  sense — 
and  we  would  be  in  a  position  to  buy 
them  and  impose  our  corporate  cul- 
ture on  them."  Having  paid  $300  mil- 
lion for  Harper  &.  Row,  Rupert  Mur- 
doch is  already  said  to  be  looking  for  a 
buyer  for  H&R's  J.B.  Lippincott  sub- 
sidiary, which  publishes  medical  and 
nursing  texts  and  also  has  a  strong 
journal  program. 

Tash  readily  admits  that  "the  suc- 
cess of  Plenum  is  a  tough  thing  to 
duplicate."  But  he  adds  of  his  decision 
to  venture  down  the  acquisition  trail: 
"I  wouldn't  have  raised  the  money  if  I 
wasn't  confident  I  could  be  successful 
with  it."  To  put  it  another  way,  Marty 
Tash's  greatest  challenge  lies  ahead.  ■ 
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When  you  live  in  the  fast  lane, 
it's  nice  to  be  quiet  about  it. 


Imagine,  if  you  will  indulge  us  for  a  few  moments, 
approaching  a  stop  light  in  an  Acura  Legend. 

Almost  silent,  most  certainly  serene,  you  glide  to  a 
lalt  next  to  one  of  those  European 
reeway  fliers  that  seem  to  consider 
iecibels  a  necessary  accompani- 
ment to  horsepower. 

There  may  be  an  inquisitive 
■idelong  glance  in  your  direction, 
)ut  no  more  than  that.  The  Acura 
.egend  is  not  an  automobile  that 


highway.  You  bask  in  the  silence  of  precision— 62  db 
at  55  mph.  You  enjoy  detail-perfect  ergonomics.  You 
luxuriate  in  the  kind  of  comfort  that  only  comes  with 
a  car  designed  around  the  driver. 

This,  as  Autoweek  says  of  the 
Legend,  "is  as  good  as  it  gets!' 
(September  1,1986). 

This  is  the  one  truly  precision 
crafted  touring  sedan  that 
demonstrates  performance 
doesn't  have  to  be  noisy.  That 


jarishly  promotes  its  performance.  The  optional  leather  interior,  a  haven  of  luxury  and  quiet  qUjet  doesn't  have  to  be  slow. 


It  possesses  a  quiet  elegance  which  only  hints  at 
ne  potent  151  hp,  24-valve  fuel-injected  V-6  power- 
)lant  that  whispers  beneath  the  hood. 

The  light  turns  to  the  magic  color.  And  with  a  0-50 
me  of  6.1  seconds  you  treat  your  acquaintance  to  a 
:lose  look  at  the  Legend's  aerodynamic  rear  deck. 

Quietly  pleased,  you  continue  swiftly  down  the 


This  is  the  Acura  Legend. The  automobile  that 
breaks  the  sound  barrier. 

7esr  drive  the  Acura  Legend.  It's  available  exclusively 
atyour Acura  dealer.  Call 

1-800-TO  ACURA  for    /^f—|  J|^^Q^ 

the  location  of  the        precision  crafted  automobiles 

dealer  nearest  you.     A  division  of  American  Honda  Motor  Co.,  Inc. 


)1986  American  Honda  Motor  Co.,  Inc.  Acura  and  Legend  are  trademarks  of  Honda  Motor  Co.,  Ltd 
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It  takes  fancy  software  to  run  a  modern 
bank,  and  Little  Rock's  little  Systematics, 
Inc.  makes  some  of  the  fanciest  around. 


The  back  office 
boys 


By  Stanley  W.  Angrist 


With  a  few  standout  excep- 
tions like  Citicorp's  John 
Reed,  most  bankers  don't 
know  much  about  data  processing 
and  have  never  been  keen  to  learn 
more.  The  back  office? 
Where's  that?  Yet  as 
deregulation  of  the 
country's  financial 
markets  gathers  steam 
and  the  bankers  enter 
more  and  more  busi- 
nesses, the  load  placed 
on  their  data  process- 
ing departments  grows. 

This  situation  of 
limited  knowledge  and 
surging  demand  has 
created  a  lovely  niche 
for  Systematics,  Inc.,  of 
Little  Rock,  Ark.  Sys- 
tematics writes  soft- 
ware programs  to  run 
the  back  offices  in 
banking's  new  age.  In- 
cluded in  its  catalog  are 
programs  to  run  money 
market  accounts,  re- 
volving lines  of  credit 
and  the  like. 

It's  a  terrific  little 
business.  Over  the  past 
five  years  Systematics' 
revenues  and  earnings 
have  compounded  at 
24%  a  year.  Estimated 
net  and  revenues  for 
the  fiscal  year  that  end- 
ed May  31:  $10  million 
($1  a  shave)  and  $140- 


million-plus,  respectively. 

Systematics  was  created  in  1968  by 
Walter  Smiley,  an  Arkansas  banker 
and  former  IBM  executive.  Only  30  at 
the  time,  Smiley  convinced  Jack  Ste- 
phens, of  Little  Rock  investment 
bankers  Stephens  Inc.  (Forbes,  May 


Systematics,  Inc.  President  Ray  Maturi 
"Software  is  a  fleeting  thing." 


18),  that  banks  would  become  inten 
sive  users  of  data  processing  services 
Stephens  provided  $400,000  in  initia 
capital  and  still  owns  49%  of  System 
atics.  Taken  public  by  Stephens  ii 
1981,  Systematics  has  climbed  fron 
$72  million  to  just  under  $300  millioi 
in  market  value.  Smiley,  who  remain 
Systematics'  chairman,  holds  135,001 
shares  worth  $3.8  million. 

When  Smiley  started  the  compan> 
in  1968,  it  offered  only  a  complet 
"facilities  management"  package 
Systematics  would  write  the  softwar 
and  provide  people  and  machines  t< 
operate  it.  The  company  now  has  5i 
such  facilities  management  contracts 
7  of  them  landed  during  the  last  fisca 
year.  Facilities  management  provide 
the  company  with  72%  of  its  reve 
nues  and  generates  a  gross  operatin 
margin  of  more  than  25%. 

By  1980,  however,  many  of  Smi 
ley's  customers  wanted  to  own  thei 
own  computers  and  use  their  owi 
staffers.  Realizing  that  he  was  bring 
ing  expertise  in  software,  not  equip 
ment  financing,  to  the  party,  he  gav 
his  customers  the  option  to  licens 
Systematics'  software  and  run  it  oi 
the  customers'  machines.  Then,  ti 
beef  up  Systematics'  marketing  skills 
he  hired  a  former  Electronic  Data  Sys 
terns  executive,  Ray  Maturi,  as  vie 
president  of  softwar 
marketing.  Maturi 
now  48,  was  mad 
president  and  chief  ex 
ecutive  in  1983. 

Though  it  makes  u] 
about  11%  of  System 
atics'  revenue,  softwar 
licensing  produces 
gross  operating  margii 
of  over  50%.  Why  don' 
such  margins  attrac 
competitors?  They  dc 
General  Motors'  ED! 
division  has  more  thai 
40  on-site  facilitie 
management  contracts 
There's  also  MTech, 
recent  spinoff  of  Dallas 
MCorp. 

Systematics  domi 
nates  its  competitor 
in  facilities  manage 
ment,  mostly  becaus 
it  produces  its  owi 
software.  By  contrast 
competitors  generall' 
use  software  written  b 
third  parties.  To  retail 
that  advantage,  Senio 
Vice  President  Michae 
Montgomery  says  Sys 
tematics  will  spen< 
$65  million  on  soft 
ware  development  an< 
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The  case  of 
die  48-hour  financing. 


It  wasn't  much  of  a  mystery.  At  least  not  in  the  conventional 
sense.  The  question  wasn't  whodunit,  but  who  could  do  it  given  the 
tight  48  hour  deadline. 

It  started  at  10  p.m.  on  a  Friday  night  with  a  phone  call  to  senior 
banker  Peter  Grauer  at  Donaldson,  Lufkin  &  Jenrette.  Grauer  and 
his  team  were  still  hard  at  work  in  DLJ's  49th  floor  conference  room 
putting  the  finishing  touches  on  a  leveraged  buyout. 

Hicks  &  Haas,  the  Dallas-based  investment  firm,  wanted  to  know 
if  DLJ  could  join  H  &  H  in  a  bid  for  the  U.S.  franchise  of  the 
Seven-Up  Company.  The  bid  was  already  late  and  Philip  Morris 
(Seven-Up's  owner)  required  full  financing  by 
Monday  or  all  bets  were  off. 

Early  the  next  morning,  Grauer  conferred 
with  another  senior  banker,  Doug  Wheat,  from 
DLJ's  Dallas  office.  Then  the  firm's  banking 
team  reconvened  with  DLJ's  respected  high- 
yield  group. 

In  less  than  48  hours,  DLJ  evaluated  every  — —  - — —  —  

aspect  of  the  acquisition,  structured  the  Srnftmg  the  Balance  of  Power  on  Wall  Street 


a  rnmp  Morris  i  ne  resuu  is 

DLJ 


financing,  and  committed  $170  million  of  its  own  capital  to 
complete  the  deal.  Philip  Morris  accepted  the  group's  bid  the 
next  day. 

The  financing  included  $140  million  in  increasing  rate  senior 
subordinated  notes  and  $30  million  in  senior  exchangeable 
preferred  stock. 

"Integrating  resources  is  one  of  our  greatest  strengths,"  com- 
ments Grauer.  "Our  M&A,  LBO,  research  and  high-yield  people 
don't  operate  in  separate  orbits.  They  operate  in  one:  the  client's." 
The  result  is  quality  transactions  that  reflect  the  high  concentra- 
tion of  expertise  channeled  into  every  deal. 
When  DLJ  decides  to  move  quickly  to  commit 
capital,  the  firm  does  so  from  a  foundation  of 
strength  based  on  in-depth  knowledge  about  a 
company  and  market  forces. 

The  next  time  you  need  financing,  no  matter 
what  the  deadline,  call  Peter  Grauer  at  (212) 
504-3603.  At  DLJ,  there's  no  mystery  about 
how  to  get  the  job  done. 


Donaldson,  Lufkin  &  Jenrette,  Inc..  140  Broadway.  New  York.  New  York  10005.  (212)  504-3000  •  An  independently  operated  subsidiary  of  The  Equitable  Life  Assurance  Society  of  the  United  States 
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WE  FLY  MORE  NON-STOPS 
FROM  EUROPE 

to  south  mm 

THAN  ALL  OTHER 
AIRLINES  COMRINED! 


You've  a  choice  of  airlines  to  Europe.  And  a  choice 
of  gateways  to  South  Africa  -  London,  Amsterdam, 
Lisbon,  Frankfurt,  Paris,  Rome,  Zurich,  Brussels, 
Madrid.  But  from  there  on  SAA  is  the  one.  With 
incomparable  service,  Prestige  Club  frequent  flyer 
benefits  and  more  non-stop  flights  than  all  other 
carriers  combined*.  So  see  your  travel  agent  or  call 
from  anywhere  in  North  America  and  discover  why 
SAA  is  the  best  way  to  South  Africa. 

One  call  does  it  all...1-800-SAA-9675 


0 

SOUTH  AFRICAN  AIRWAYS 


'Based  on  schedules  published  in  International  OAG  March  1987 


enhancement  over  the  next  five  years 
Aren't  the  banks  themselves  com- 
petitors? In  the  case  of  the  largest! 
banks,  the  answer  is  yes.  Notice,  how- 
ever, that  about  75%  of  U.S.  banks 
have  assets  of  less  than  $250  million. 
On  their  own,  these  smaller  banks 
often  cannot  afford  big-bank  data  pro- 
cessing. Yet  without  it  they  face  ex- 
tinction. Says  Harley  Mafek,  vice 
president  for  data  processing  at  $250 
million  (assets)  First  National  Bank  in 
Sioux  Falls,  S.D.:  "With  all  the 
changes  in  regulation  and  marketing, 
we  must  have  programs  that  can 
adapt,  and  Systematics'  do." 

With  three-quarters  of  Systematics' 
2,200  employees  working  on-site  at 
client  locations,  one  of  Maturi's  most 
important  tasks  is  policing  his  em- 
ployees, making  sure  they  don't  turn 
off  customers.  In  1979  Systematics 
hired  Louise  Miller,  an  industrial  psy- 
chologist, to  run  education  courses 


With  three-quarters  of 
Systematics'  employees 
working  at  client 
locations,  Maturi  has  to 
make  sure  they  don't  turn 
off  his  customers.  In  1979 
Systematics  hired  Louise 
Miller  to  run  courses  for 
employees  and  customers. 


for  Systematics'  customers  and  its 
employees.  "Our  main  purpose,"  says 
Miller,  "is  to  teach  our  employees  to 
figure  out  what  the  client  really 
needs."  More  than  2,800  attended 
classes  this  past  fiscal  year  alone. 

Maturi  also  runs  annual  "summit" 
meetings,  where  his  clients  exchange 
ideas  and  gripes  about  the  software. 
"Software  is  a  fleeting  thing,"  says 
Maturi.  "We  must  attract  and  retain 
the  right  kind  of  people — people  who 
think  about  clients'  needs  first." 

Creating  strong  ties  with  employ- 
ees and  customers  is  hardly  a  new 
trick.  But  it  is  clearly  one  Maturi  has 
learned  well.  Largely  because  of  this, 
Cato  Carpenter,  a  securities  analyst  at 
Alex.  Brown  &  Sons  who  keeps  a 
close  eye  on  Systematics,  predicts 
earnings  will  increase  30%  in  fiscal 
1988,  on  only  a  modest  increase  in 
sales.  So  even  though  Systematics 
stock,  recently  trading  around  28,  has 
been  selling  at  21  times  next  year's 
projected  earnings  of  $1.30,  Carpenter 
is  not  shying  away. 

Mum  about  the  stock,  Maturi  does 
note  that  data  processing  for  financial 
institutions  is  a  $12.5  billion  business 
(including  the  $10  billion  or  so  spent 
by  banks  in-house).  Says  he:  "We  have 
plenty  of  room  to  grow."  ■ 
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IU  &  LUCKY-GOLDSTAR 
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Moving  in  the  Same  Direction 

Lucky-Goldstar  is  a  group  of  26 
Korean  companies  involved  in  chemistry, 
electronics,  finance,  and  trade.  By  com- 
bining the  best  of  East  and  West,  we 
built  a  U$10-billion  enterprise  around  a 
team  of  70,000  talented  individuals. 

But  our  achievements  aren't  ours 
alone. 


Business  Fields  of  Lucky-Goldstar  Companies: 

Chemistry,  Resources  and  Energy □  Lucky,  Ltd.nHonam  Oil  Refinery  U Lucky  Advanced  Materials U Korea  Mining  &  Smelting  Electrics  and  Electronics □  Goldstar  Co.,  Ltd  n Goldstar 
SemiconductornGoldstar  Electric  Devices  [J  Goldstar  Telecommunication  UGoldstar  Electric!  JGoldstar-Alps  Electronics  □  Goldstar  Precision  HGoldstar  Industrial  System!  J  Goldstar 
Instrument  &  Electric  t  iGoldstar  Electric  Machlneryl  1  Goldstar-Honeywell  I  (Goldstar  Cable  Services  L 1  Lucky-Goldstar  International!  ILucky  Securities!  IPan  Korea  Insurance 
□  Goldstar  Investment  &  FinanceFlPusan  Investment  &  Finance!  ] Lucky  Development!  ILucky  Engineering!  IHee  Sung!  ISystem  Technology  Management  Public  Service  and 
Sports  i Lucky-Goldstar  Sports!  IThe  Yonam  Foundation!  IThe  Yonam  Educational  Institute 


Successful  partnerships  with  com- 
panies like  AI&T,  Hitachi,  Siemens,  and 
Caltex;  and  overseas  subsidiaries  like 
Goldstar  of  America  in  Huntsville,  Ala- 
bama are  doing  a  lot  to  stimulate  mu- 
tual growth,  while  promoting  economic 
development  and  free  market  systems  in 
countries  around  the  world. 


At  home,  we're  known  as  the 
quality  choice.  Abroad,  as  a  good 
neighbor  and  reliable  business  partner. 

Take  time  to  get  to  know  us  bet- 
ter. Contact  the  Business  Development 
Dept.,  Lucky-Goldstar  Int'I  Corp., 
CPO  Box  1899,  Seoul,  Korea. 
Phone  (02)  776-6517,  Telex  K27266LGINTL. 

IS  LUCKY  GOLDSTAR 


After  eight  years  of  go-for-broke  capital 
spending,  International  Paper  is  only  now 
beginning  to  reap  the  rewards. 


The  long  wait 


By  David  Henry 


T|  ALK  OF  INVESTING  tO  boOSt 
competitiveness  in  world  mar- 
kets is  all  the  rage  in  business 
circles  right  now.  But  when  Interna- 
tional Paper  Co.,  the  world's  largest 
integrated  papermaking  concern 
(1987  estimated  sales,  $7.5  billion), 
set  out  to  do  just  that  in  the  late 
1970s,  little  did  it  know  how  long  it 
would  have  to  wait  for  the  effort  to 
bear  fruit.  Eight  years  and  $6  billion 
later,  the  firm  is  only  now  beginning 


to  see  the  first  signs  of  a  payoff  from 
its  investment  drive — evidence  of  just 
how  long  it  often  can  take  to  wring 
profits  out  of  capital  investments 
made  in  big,  lumbering  commodities 
businesses  such  as  papermaking. 

While  other  industrial  companies 
like  U.S.  Steel  and  Union  Carbide  saw 
rising  inflation  as  an  opportunity  to 
diversify  into  new  businesses,  and  in 
the  main  lived  to  regret  doing  so,  In- 
ternational Paper  chose  to  stick  to  its 
knitting.  Having  learned  of  the  pit- 
falls of  diversification  in  the  1960s, 


the  company  set  out  to  rectify  a  legai 
cy  of  underinvestment  and  weak  cost 
controls  in  the  core  business  of  paper' 
making. 

The  firm's  aging  and  poorly  main 
tained  factories  and  the  company's 
unusually  high  rate  of  energy  coni 
sumption  when  compared  with  the 
rest  of  the  industry  were  inherited 
largely  from  the  management  of  the 
1960s  and  never  fully  addressed 
through  most  of  the  1970s.  Sums  up 
John  Georges,  56,  who  in  1979  joined 
a  new  management  team  at  the  com- 
pany as  a  senior  executive  and  rose 
eventually  to  become  the  company's 
chairman:  "We  had  mills  falling  dowr 
around  our  necks.  If  we  didn't  dc 
something,  we  didn't  think  we  would 
be  in  business  today." 

To  raise  money  for  what  Georges' 
boss  of  that  period,  Edwin  Gee,  envi- 
sioned as  a  virtual  capital  investment 
crusade,  International  Paper  in  1979 
shrewdly  disposed  of  more  than  79 
million  barrels  of  oil  and  353  billion 
cubic  feet  of  gas  reserves  before  prices 
began  to  slide.  Then  in  1981,  Gee  can- 
nily  sold  the  company's  entire  Cana- 
dian newsprint  business,  another  cap- 
ital-hungry operation,  just  before 
newsprint  prices  fell.  Altogether,  the 
divestitures  and  spinoffs  netted  Inter- 
national Paper  about  $2  billion.  That 
money,  plus  upwards  of  $4  billion 


Y)uC 


You  need  more  than  bright  ideas 
to  come  up  a  winner  in  today  s 
competitive  business  game. 
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thing.  But  making  them  Iriok  good  on 
paper  is  another. 

introducing 
The  bd-7720  Copier  System. 

Y(  )u  need  t  he  efficiency  of  Toshiba's 
'-•rjfcw.^pier  iystenl  c$|§^ 

What  makes  our  BD-7720  so 
efficient  is  its  ability  to  perform  many 

t.'Kk'^  ,'IMti  im:il'ii\-illv   \nrl  v-n-iirtU-  Without 


ging  from 


more,  was  what  Gee  and  Georges 
poured  into  a  number  of  capital  in- 
vestments that  were  designed  to  re- 
build the  papermaking  capacity  of  the 
company. 

The  investments  were  obviously 
needed,  since  as  early  as  the  1960s 
International  Paper  was  suffering  a  lag 
in  capital  investment,  as  the  company 
began  falling  behind  the  industry  as  a 
whole.  But  the  catch-up  timing  was 
unfortunate  since  neither  Georges  nor 
anyone  else  could  possibly  have  fore- 
seen just  how  high  interest  rates 
t  would  rise  in  the  early  1980s — or  the 
devastating  impact  the  climb  would 
have  on  industrial  businesses,  ranging 
from  steel  and  heavy  equipment  to 
papermaking.  Nor  could  the  two  have 
anticipated  that  the  dollar  would  be- 
[  come  so  strong  that  foreign  paper  pro- 
ducers would  drive  down  domestic 
paper  prices. 

Thus,  although  the  firm  lavished  a 
stunning  $600  million  on  construc- 
tion of  a  new  Mansfield,  La.  liner- 
board  mill  that  opened  in  late  1981, 
demand  for  the  product  is  only  now 
improving  enough  to  make  the  in- 
vestment begin  to  pay  off.  Another 
laggard  investment  involved  spending 
$500  million  to  upgrade  an  aging 
Georgetown,  S.C.  mill  that  produces 
white  papers  and  pulp. 

Granted,  during  the  early  1980s  all 


Chairman  John  Georges 
Capital  investment  crusader. 


paper  companies  had  troubles,  with 
the  industry's  return  on  equity  aver- 
aging about  11%,  vs.  14%  for  other 
major  industries  like  aerospace  and 
defense  and  telecommunications.  But 
during  that  period  International  Pa- 
per's investment  drive  depressed  its 
own  return  to  shareholders  even 
more,  down  from  an  1 1  %  average  in 
the  late  1970s,  to  a  mere  7.4%  by  the 
early  1980s. 

Now,  belatedly,  the  results  are 
starting  to  show.  Production  costs 
have  dropped  11%  since  1981  and 


have  lately  pulled  more  or  less  into 
line  with  the  industry  as  a  whole. 
Similarly,  International  Paper's  mills 
now  use  25%  less  energy  than  they 
did  in  1980. 

Best  of  all,  since  1983  the  price  of 
paper  itself  has  firmed  up,  rising  al- 
most 29%  for  linerboard  and  25%  for 
pulp — two  key  product  lines  for  Inter- 
national Paper.  Last  year  higher  prices 
and  shipments  drove  sales  up  8%. 
Earnings  from  continuing  operations 
are  expected  by  Wall  Street  to  reach  a 
new  high  of  $6.75  a  share  this  year, 
and  $8.75  next  year.  The  stock,  one  of 
the  30  Dow  Jones  industrials,  traded 
at  an  alltime  high  of  57%  (split-adjust- 
ed, 115)  earlier  this  spring,  though  it 
has  since  slipped  to  43  as  paper 
stocks,  along  with  the  market  itself, 
have  retrenched. 

Is  International  Paper's  future  final- 
ly assured?  Hardly.  Though  weakness 
in  the  U.S.  dollar  now  makes  its  prod- 
ucts more  competitive  abroad,  the 
Brazilian  cruzado  is  also  weak  and  is 
helping  to  boost  paper  exports  from  a 
number  of  Brazilian  firms,  which 
have  also  been  investing  in  their  busi- 
nesses. Even  so,  International  Paper's 
decision  at  the  turn  of  the  decade  to 
invest  in  itself  was  the  right  one,  and 
management  deserves  credit  no  mat- 
ter what  the  economy  may  hold  in 
store  for  the  future.  ■ 
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automaticallv.  of  course.  And  if  you  add 


system  also 
provides  a  four-digit  security  access  code, 


Toshiba's  large  capacity  feeder  and  20-bin  automatic  exposure  control  and  more. 


or  25-bin  sorters,  you'll  almost  never  run 
out  of  paper  or  collate  by  hand  again. 

Color  It  Beautiful. 

Thanks  to  the  BD-7720's 
ChromaTbuch™  feature,  you  can  change 
colors  at  the  push  of  a  button  for  two-color 
copying.  Or  create  a  clear  margin  around 


Like  an  adjustable  contrast  LCD  display 
that's  about  as  user-friendly  as  you  can  get. 

So  take  the  gamble  out  of  getting 
your  ideas  across.  Try  our  new  BD-7720 
copier  system.  It  doesn't  take  up  a  lot  of 
space,  but  it  makes  your  ideas  look  big. 


lULLou  ease,  mams  to  uie  dij-/  /^us 
inique  electronic  editing  feature. 

It's  a  lot  simpler  and  a  lot  neater 
|han  scissors  and  paste.  (Or  conventional 
fopiers. )  All  you  have  to  do  is  place  your 
riginal  on  the  glass,  and  move  the  cursor 
)  outline  the  areas  you  want  to  alter, 
verything  is  automatic. 

It  Feeds  Itself. 

Our  new  copier  system  can  even 
;eed  itself  paper  and  copy  on  both  sides— 


your  document  with  edge  erase,  bhift 
margins  left  or  right  for  binding.  Even 
copy  two  facing  pages  of  a  book  onto  two 
sheets  of  paper  in  one  step  (or  onto  both 
sides  of  one  sheet). 

And  you're  assured  of  precise 
edge-to-edge  quality  every  time. 

In  Touch  with  Tomorrow 

TOSHIBA 


To  find  out  more  about  Toshiba's  new 

BD-7720  copier  system,  simply  call  800-443-4668. 

Or  mail  this  coupon  to: 

Toshiba  America,  Inc. 

9740  Irvine  Blvd. 

Irvine,  CA  92718  FRB687 


With  USA  Today  moving  firmly  into  the 
black,  Allen  Neuharth  is  beginning  to  hand 
over  power  at  Gannett.  What  will  his  suc- 
cessor, John  Cur  ley,  do  for  an  encore? 


The  growing 
gets  tougher 


By  Subrata  N.  Chakravarty 

When  Allen  H.  Neuharth 
took  command  of  Gannett 
Co.  14  years  ago,  it  owned  51 
daily  newspapers  with  a  total  circula- 
tion of  2.2  million.  It  earned  $28.8 
million.  A  nice  business,  but  nothing 
spectacular. 

Last  year  Gannett  owned  93  dailies 
and  39  nondailies.  Total  circulation 
had  just  about  trebled,  but  net  income 


was  something  else  again.  It  was  up 
tenfold,  to  $278.4  million,  including 
the  results  of  its  8  television  and  16 
radio  stations  and  the  largest  bill- 
board company  in  North  America. 
And  this  in  spite  of  continuing  losses 
at  Neuharth's  biggest  gamble,  the  na- 
tional newspaper  USA  Today. 

Gannett  requires  its  top  executives 
to  step  aside  at  65.  Neuharth  is  63.  In 
May  1986  Neuharth  passed  the  chief 
executive's  title  to  John  Curley,  presi- 


dent since  March  1984.  Neuharth  re- 
cently embarked  on  a  six-month,  50- 
state  pilgrimage  in  a  custom-built 
$350,000  bus,  to  write  columns  from 
the  hinterlands  for  USA  Today  When 
he  retires  as  chairman  in  1989,  Neu- 
harth will  have  a  lifetime  contract  as 
a  columnist.  He  says  he's  getting  a 
head  start  on  his  future. 

What  kind  of  man  has  Neuharth 
chosen  to  succeed  him?  Curley,  48, 
started  as  a  newsman.  A  tall,  likable 
and  low-key  executive,  he  was  given 
charge  of  his  first  paper  at  31.  Under 
Curley,  Gannett  News  Service  won 
the  first  Pulitzer  Prize  ever  given  to  a 
news  service  for  public  service,  in 
1980.  He  was  USA  Today's  first  editor. 
The  two  men  work  closely,  their  of- 
fices separated  only  by  Gannett's 
enormous  boardroom.  They  will  run 
the  company  together  for  the  next 
two  years.  The  transition  will  be  grad- 
ual, but  it  has  already  begun. 

But  the  nature  of  Curley's  job  will 
be  far  different  from  Neuharth's.  Neu- 
harth and  his  predecessor,  Paul 
Miller,  launched  the  company  on  an 
acquisition  campaign  at  a  time  when 
newspaper  properties  were  incredibly 
cheap  by  today's  standards.  They  ac- 
quired papers  in  small  and  medium- 
size  markets  with  little  or  no  compe- 


.mirman  Allen.  H.  Neuharth 

xnsett  stock,  and  under  Curley's  leadership  III  be  very  comfortable.' 
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BRILLIANT 
DEDUCTION! 


Announcing 
Liberty  For  All. 

Now  your 
employees  lf 
can  save 
on  auto, 
home 

and  life  insurance  through  the 
convenience  of  payroll  deductions.  And  it  will  hardly 
cost  you  a  thing. 

Liberty  For  All  gives  employees  an  additional  5°/o* 
discount  on  Liberty  Mutual's  already  low  rates.  Your  only 
expense  is  for  a  minor  change  in  your  payroll  system. 

For  more  information  about  the  hottest  perk  going, 
send  in  this  coupon  or  call  Harold  Scroggins,  Director  of 
Mass  Merchandising,  Liberty  Mutual,  at  1-800-225-2390 


Ext.  2665,  in  MA  (617)  357-9500.  ne7d  to:  Mr.  Harold  Scroggins 

7  \  '  I  Director  of  Mass  Merchandising,  Liberty  Mutual 

AMERICA  BELIEVES  IN 
LIBERTY  MUTUAL  INSURANCE. 


~l 


LIBERTY 
MUTUAL 

75th  ANNIVERSARY— 1987 

Discount  applies  to  auto  and  home  insurance  only  and  is  available  in  most  states. 


175  Berkeley  Street,  Boston,  MA  02117 

Please  send  more  information  about 
"Liberty  for  All"  to: 


Name_ 


Company. 

Address  

City  


.State_ 


-Zip_ 


Phone  Number. 


L. 


FB1 

)  Liberty  Mutual  Insurance  Group/Boston 


tition  and  relatively  weak  unions. 

Gannett  executives  assiduously 
wooed  newspaper  owners  and  pub- 
lishers around  the  country  so  that 
they  would  call  Gannett  when  they 
wished  to  sell.  Once  in  charge,  Gan- 
nett would  cut  costs  and  aggressively 
increase  revenues  through  marketing 
plans  and  advertising  and  subscrip- 
tion price  increases.  As  a  result,  the 
company's  papers,  says  Curley,  boast 
an  average  operating  margin  of  28% 
(excluding  USA  Today),  compared  with 
Value  Line's  industry  average  of  23%. 

In  1985  and  1986  Neuharth  and 
Curley  unveiled  the  growth  engine 
that  will  have  to  power  Gannett  well 
into  the  next  decade.  The  company 
laid  out  a  total  of  $1.4  billion  to  ac- 
quire four  major  newspaper  proper- 
ties, each  with  circulations  over 
100,000:  the  Detroit  News  (for  which 
they  beat  out  Hollywood's  Norman 
Lear  and  Jerry  Perenchio);  Louisville's 
Courier-Journal  and  the  Louisville 
Times,  the  Arkansas  Gazette,  and  the  Des 
Moines  Register,  for  which  Dow  Jones 
had  made  a  clumsy,  low-ball  bid.  Go- 
ing after  big  properties  was  something 
of  a  departure  for  Gannett.  Until  1985 
all  but  six  Gannett  papers  had  daily 
circulations  of  under  100,000.  Most 
were  under  50,000. 


Larger  papers  sell  at  about  two 
times  annual  revenues,  half  what 
small  papers  typically  command,  in 
large  measure  because  improving  a 
big  paper's  profitability  is  much  more 
difficult.  But  this  has  not  been  a  stum- 
bling block  for  Gannett.  The  Des 
Moines  Register,  says  Curley,  had  an 
operating  margin  of  around  8%  before 
Gannett  took  it  over.  It  had  excessive 
production  costs,  was  getting  just  25 
cents  a  copy  on  newsstands  (it  now 
gets  35  cents  in  town,  50  cents  state- 
wide) and  wasn't  adequately  tapping 
its  potential  for  classified  advertising. 
Shearson  Lehman  Brothers'  media  an- 
alyst Alan  Kassan  thinks  Gannett  has 
now  raised  the  Register's  margin  to 
close  to  20%. 

The  Detroit  News  may  turn  out  to  be 
the  real  gem.  Gannett  paid  $717  mil- 
lion to  acquire  the  paper's  holding 
company,  Evening  News  Association, 
which  also  owned  four  other  papers, 
two  radio  stations  and  five  television 
stations — including  Washington, 
D.C.'s  leading  TV  station,  WDVM  (re- 
cently renamed  WUSA).  The  Federal 
Communications  Commission  re- 
quired the  sale  of  three  TV  stations 
and  both  radio  stations.  Proceeds 
from  these  sales  reduced  Gannett's 
purchase  price  by  $200  million.  After 


deducting  the  value  of  the  other  prop- 
erties, the  net  cost  of  the  Detroit  News 
itself,  says  Gannett  Vice  Chairman 
Douglas  McCorkindale,  came  to  un- 
der $150  million. 

The  Detroit  News  lost  $13  million 
last  year  in  a  very  competitive  market 
and  is  likely  to  lose  as  much  this  year. 
But  Gannett  promptly  worked  out  a 
Joint  Operating  Agreement  with 
Knight-Ridder's  Detroit  Free  Press.  Un- 
der this  deal  the  rival  papers  will  com- 
bine all  business  operations,  pool 
their  revenues  and  noneditorial  costs, 
and  split  the  profits  before  editorial 
costs  according  to  a  predetermined 
formula. 

No  JOA  has  ever  been  rejected  by 
the  Justice  Department.  If  this  one  is 
approved,  perhaps  in  mid- 1988,  media 
industry  analyst  John  Morton  esti- 
mates that  the  News  will  make  an 
operating  profit  of  $12  million  in  its 
first  full  year.  By  1995,  says  Morton, 
the  paper  could  be  making  over  $100 
million.  How's  that  for  a  return  on  a 
$150  million  investment? 

Neuharth's  principal  legacy,  of 
course,  will  be  USA  Today — in  Cur- 
ley's  phrase,  the  national  newspaper 
that  brought  "color,  graphics  and 
brevity"  to  the  newspaper  industry. 

The  paper  was  launched  in  1982 


His  ehalhsnge  is  to  expand,  an  empire. 
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Before  there  was  Castro, 
there  was  Partagas. 
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If  you  treasure  the  rarity 
of  a  pre-revolutionary 
Cuban  cigar,  you  are  not 
alone. 

On  the  exceptional 
occasion  when  such  cigars 
have  been  discovered,  they 
have  commanded  extraordinary  sums  from  the 
most  discerning  connoisseurs. 

If  you  respect  the  tradition  of  Cuban  cigar- 
making  as  they  do,  it  may  interest  you  to  know 
that  it  does  not  live  entirely  in  the  past. 

The  fact  is:  there  is  a  cigar  that  is  still  made 
the  way  it  was  made  in  Havana  before  the  Cuban 
Revolution. 

The  cigar  is  a  Partagas  and  its  secret  is  a 
living  Cuban  legend. 
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Ramon  Cifuentes:  a  living  Cuban  legen 


His  name  is  Ramon 
Cifuentes. 

He  has  spent  a  lifetime 
making  Partagas  Cigars 
by  hand,  just  as  his 
father  did  before  him. 
And  when  he  was  exiled 
from  the  island  of  Cuba  more  than  20  years  ago, 
the  secret  of  Partagas  went  with  him,  never 
to  return. 

Today,  as  always,  there  is  a  Partagas  that  is  made 
for  you. 

And  the  feel,  the  taste  and  the  aroma  of  this 
legendary  cigar  in  its  rich  Cameroon  wrapper  is 
unlike  anything  your  senses  have  ever 
experienced. 

Ramon  Cifuentes  will  have  it  no  other  way. 
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PARTAGAS 
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The  jewels  in  Gannett's  crown 

Gannett's  empire  includes  over  130  newspapers,  8  television  stations, 
16  radio  stations  and  North  America's  largest  billboard  advertising 
company.  The  table  below  shows  the  company's  principal  newspapers 
3Xiu  television  sidiions.  Except  lor  u*3/i  i  uuuyf  which  w«ta  sidiicu 
from  scratch  by  Gannett  in  1982,  all  were  acquired. 

Newspapers        1986  revenues:  $2.24  billion        Operating  income:  $501  million 

Principal  papers 

Daily  circulation 

Year  acquired 

USA  Today 

1,459,049 

1982* 

Detroit  News 

680,800 

1986 

Des  Moines  Register 

223,404 

1985 

Cincinnati  Enquirer 

190,097 

1979 

Courier-Journal  (Louisville,  Ky) 

167,706 

1986 

Arkansas  Gazette  (Little  Rock) 

128,031 

1986 

Democrat  and  Chronicle  (Rochester,  NY) 

126,321 

1928 

The  Tennessean  (Nashville) 

120,624 

1979 

Louisville  Times 

118,201 

1986 

Courier-Post  (Camden,  N.J.) 

104,451 

1959 

Honolulu  Star-Bulletin 

100,170 

1971 

Broadcasting       1986  revenues:  $351  million       Operating  income:  $116  million 

Principal  TV  stations 

Weekly  audiencet 

Year  acquired 

WUSA  (Washington,  DC) 

1,698,000 

1986 

WLVI  (Boston) 

1,609,000 

1983 

WXIA  (Atlanta) 

1,175,000 

1979 

KARE  (Minneapolis-St.  Paul) 

1,110,000 

1983 

KUSA  (Denver) 

1,059,000 

1979 

Outdoor  advertising  1986  revenues:  $211  million    Operating  income:  $46  million 

'Started  by  Gannett,    t  The  number  of  households  that  watched  at  least  one  program  during  the  week. 

after  what  Neuharth  says  was  "exten- 
sive and  expensive"  research  showed 
a  market  for  a  national  general-inter- 
est newspaper  for  the  television  age. 

Using  satellites  for  transmission  of 
copy  and  Gannett's  complex  of  print- 
ing plants  as  a  base,  Neuharth  saw  a 
way  to  build  a  major  national  newspa- 
per from  scratch.  "Launching  USA  To- 
day was  a  stunning  technological 
achievement,"  observes  analyst  John 
Morton.  "They  weren't  publishing  a 
gray  Wall  Street  Journal.  This  was  a 
splashy  newspaper  alive  with  color 
and  graphics." 

At  the  time,  however,  USA  Today 
was  quickly  dismissed  by  know-it- 
alls  as  "Neuharth's  ego  trip"  and 
"McPaper."  Many  critics  proclaimed 
USA  Today  would  be  the  greatest  finan- 
cial disaster  in  publishing  history. 

The  jury  is  still  out.  Shearson  ana- 
lyst Alan  Kassan  estimates  that  by  the 
end  of  1987  Gannett  will  have  lost 
almost  $360  million  on  USA  Today. 
The  actual  loss  will  probably  be  high- 
er, because  the  paper  is  getting  off- 
the-books  help  from  other  Gannett 
newspapers,  which  assign  reporters 
on  l  heir  payrolls  to  USA  Today  for  writ- 


ing stints. 

But  Neuharth  puts  the  case  that  USA 
Today's  operating  losses  are  equiva- 
lent to  capital  spending  by  a  manufac- 
turing company.  He  also  points  out 
that  the  losses  have  all  been  expensed 
along  the  way,  and  that  the  accumu- 
lated aftertax  loss  is  less  than  the  cost 
of  buying  a  single-city  paper  with  a 
fifth  as  much  circulation. 

USA  Today's  circulation  has  built  to 
1.5  million,  making  it  second  only  to 
the  Wall  Street  Journal  (at  2  million) 
among  newspapers.  Advertising, 
which  had  lagged  earlier,  is  now  pour- 
ing in.  At  a  time  when  other  publica- 
tions are  losing  advertising,  or  at  best 
inching  ahead,  Curley  says  USA  Today 
is  bounding  forward.  Gannett  man- 
agement refuses  to  release  dollar  fig- 
ures, but  Curley  says  that  through 
April  this  year  ad  linage  was  up  24% 
over  1986.  Combined  with  newsstand 
and  advertising  price  increases,  he 
says,  revenues  were  up  46%. 

Neuharth  has  from  the  start  prom- 
ised the  paper  would  begin  to  make 
money  in  the  fourth  quarter  of  1987. 
He  still  sticks  to  that  promise.  Shear- 
son's  Kassan  believes  USA  Today  will 


show  an  operating  profit  of  $15  mil- 
lion for  1988,  barring  a  serious  eco- 
nomic downturn. 

So  Neuharth  passes  power  to  Cur- 
ley as  USA  Today  turns  the  corner,  but 
when  few  major  newspapers  still  are 
available  for  sale.  There  are  opportu- 
nities for  the  company  in  TV,  howev- 
er. Gannett  reaches  only  10%  of  the 
population  with  its  TV  stations.  It  is 
allowed  to  reach  25%.  Curley  says  he 
is  also  interested  in  the  magazine 
business  but  not  in  single  magazines: 
too  much  work  for  too  little  impact. 
Instead,  he  would  like  to  acquire  a 
stable  of  magazines  and  a  manage- 
ment team  with  them.  Gannett  made 
a  bid  for  Ziff-Davis'  consumer  maga- 
zines group  but  lost  out  to  CBS'  far 
higher  bid. 

Curley  also  has  a  job  to  do  on  over- 
all profitability  and  on  the  balance 
sheet.  Gannett  is  by  no  means  the 
most  profitable  media  company 
(Forbes,  Jan.  12).  Its  21.6%  long-term 
return  on  equity  is  still  well  behind 
Dow  Jones  &  Co.  and  the  Washington 
Post  Co.;  its  10.1%  net  profit  margin 
trails  Dow  Jones  and  other  media 
companies.  Its  debt-to-equity  ratio,  at 
91%,  is  among  the  highest  in  the  me- 
dia industry. 

In  his  31st-floor  aerie  in  Gannett's 
modernistic  headquarters  in  Arling- 
ton, Va.,  Neuharth  takes  in  the  pan- 
oramic view  of  the  nation's  capital 
across  the  Potomac  and  allows  him- 
self a  moment's  philosophizing.  He 
makes  it  clear  that  his  successor  will 
be  no  mere  caretaker,  that  Gannett's 
growth  momentum  will  continue. 

"This  company  was  a  growth  com- 
pany before  and  during  my  time,  and  I 
am  confident  that  it  will  be  after  my 
time,"  Neuharth  says.  "It  has  had 
management  teams  that  are  either 
hungry  or  greedy,  depending  on  your 
perspective,  but  certainly  aggressive. 
Gannett's  philosophy,  policy  and 
style  are  that  none  of  us  have  been 
interested  in  just  preserving  any  em- 
pire that  we  inherited.  We've  been 
interested  in  expanding  it,  developing 
it,  improving  it  and  making  it  grow." 

Then  Neuharth  glances  up  at  the 
five  muted  television  monitors  flick- 
ering overhead.  He  adds  with  a  grin: 
"I'm  just  a  working  kid,  and  what 
little  net  worth  I  have  is  tied  up  in 
Gannett  stock.  I  am  very  comfortable 
and  confident  that  under  Curley's 
leadership  I  as  a  shareholder  will  con- 
tinue to  be  very  comfortable."  That's 
quite  a  statement  of  faith,  considering 
that  the  market  recently  priced  Gan- 
nett at  433A  a  share,  25  times  last  12 
months'  earnings.  With  a  stock  price 
like  that,  a  company  can't  afford  to 
pause.  ■ 


FORBES,  fUNE  15,  1987 


We  think  our  First  Class  Service 
is  the  best  in  the  business* 

Too  bad  more  people 
dorft  take  advantage  of  it 


TWA's  First  Class  Sleeper  Seat. 

When  you  stretch  out  in  TWA's  First  Class 
eper  Seat,  we  urge  you  to  try  not  to  get  too 
nfortable.  At  least  not  right  away.  We  wouldn't 
nt  you  to  miss  any  of  the  amenities  that  make 
"  First  Class  just  short  of  decadent. 
And  by  the  way  only  TWA  offers  its  luxurious 
eper  seat  on  every  one  of  our  domestic  and 
srnational  widebody  flights. 

TWA's  First  Class  Service. 

Before  every  take  off,  you'll  be  offered 
nplimentary  cocktails.  Then  on  international 
hts,  come  the  hors  d'oeuvres.  Everything  from 
lerican  Sturgeon  Caviar  to  Pate  de  Canard. 
And  on  all  flights  you  will  discover  gourmet 
rees  served  to  you  on  fine  china.  If  you  can,  try 
save  some  room  for  dessert  or  a  cordial. 
You  won't  be  disappointed. 


TWA's  Personal  Service  Commitment. 

TWA  is  determined  to  bring  you  the  best 
personal  service  in  the  airline  industry.  So  we've 
assigned  an  In-Flight  Service  Manager  to  every 
flight  to  make  sure  your  trip  is  as  hassle-free  and 
comfortable  as  possible. 

In  addition,  our  Chairman  of  the  Board  has 
put  together  a  Quality  Control  Team.  A  group  of 
30  very  picky  people  who  fly  TWA,  assessing  the 
service  they  receive,  on  a  checklist  of  over  100 
service  items.  They  report  directly  back  to  him 
with  their  comments,  good  and  bad.  And  if 
anything  needs  improvement,  it  gets  improved. 
Fast.  Because  at  TWA,  great  service  is  a  top  priority. 


TODAY'S  TWA. 
FIND  OUT  HOW  GOOD  WE  REALLY  ARE. 


A 


A 


Jet  Propulsion  laboratory  Director  Lew  Allen  in  mission  control  center 
With  JPL'a  apace  projects  on  hold,  he  has  diversified  into  defense. 
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7??e  £7.5.  hasrit  fired  an  interplanetary 
space  shot  in  a  decade.  So  why  is  NASA  s  Jet 
Propulsion  Laboratory  so  busy? 


Down  to  earth 


By  Marc  Beauchamp 


It  is  from  Pasadena,  Calif. — not 
Cape  Canaveral  or  Houston — that 
the  U.S.  has  staged  some  of  its 
most  spcetacular  space  feats.  Sprawl- 
ing across  180  acres  on  the  smoggy 
hills  15  miles  northeast  of  downtown 
Los  Angeles  lies  NASA's  Jet  Propul- 
sion Laboratory,  the  country's  pre- 
mier space  science  facility.  In  1958 
JPL  designed  and  built  America's  first 
satellite,  Explorer  1.  which  discovered 
the  Van  Allen  radiation  belts.  It  pro- 
ceeded, over  the  next  three  decades,  to 
create  and  fly  unmanned  spacecraft  to 
the  moon,  Mercury,  Venus,  Mars,  Ju- 


piter, Saturn  and  Uranus.  American 
rocketry,  some  space  historians  con- 
tend, evolved  not  from  the  work  of 
Robert  Goddard  or  the  German  pio- 
neers, as  is  commonly  taught,  but 
from  JPL. 

Its  annual  budget  has  never  topped 
$860  million,  less  than  half  the  cost  of 
the  space  shuttle  that  will  replace  the 
Challenger.  But  in  space  science  and 
engineering  JPL  enjoys  a  reputation 
for  excellence  on  a  par  with  that  of 
Bell  Labs'  in  electronics.  The  two  Voy- 
ager spacecraft,  for  example,  were  de- 
signed to  last  only  five  years.  Both  are 
still  working  after  ten  years,  sending 
startling  pictures  and  data  back  across 


more  than  2  billion  miles  to  JPL's 
Deep  Space  Network's  huge  antennas 
in  California,  Spain  and  Australia.  | 
While  Voyager  1  is  on  its  way  out  of 
the  solar  system,  after  visiting  Jupiter 
and  Saturn,  Voyager  2  will  encounter 
Neptune  in  August  1989. 

In  recent  years,  however,  these 
planetary  close  encounters  have  been 
few  and  far  between.  While  the  Sovi- 
ets talk  of  landing  a  craft  on  Mars  in 
1989  and  returning  with  soil  samples, 
it  has  been  a  decade  since  the  U.S. 
launched  its  last  planetary  probes, 
Voyagers  1  and  2.  Cuts  in  NASA's  bud- 
get and  the  costly  space  shuttle  pro- 
gram have  taken  their  toll  on  JPL's 
spending  for  space  exploration.  In  real 
terms,  by  1983  funding  for  the  lab's 
flight  programs  was  less  than  half 
what  it  was  a  decade  before.  The  Clxil- 
lenger  disaster  (which  occurred  as  Voy- 
ager 2  sped  past  Uranus)  has  delayed 
new  planetary  launches,  including 
missions  to  map  Venus'  surface  and 
explore  the  sun's  poles,  until  1989  or 
later.  The  lab's  pride,  the  Galileo,  de- 
signed to  orbit  Jupiter  and  drop  a 
probe  into  its  atmosphere,  sits  in  a 
clean  room,  forlornly  awaiting  a  pos- 
sible shuttle  launch  in  late  1989.  Mo- 
rale has  sagged.  Says  Richard  Terrile, 
a  36-year-old  planetary  scientist: 
"NASA  will  be  digging  out  of  a  hole 
for  the  next  ten  years.  This  is  not  an 
attractive  career  for  engineers." 

"The  glory  years"  is  how  Lew  Al- 
len, JPL's  director,  describes  the  years 
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IT  is  one  of  the  world's  foremost  producers 
[of  automotive  equipment. 

IT  is  one  of  the  largest  luxury  hotel  chains 
in  the  world. 

IT  is  a  leader  in  defense  technology. 

IT  is  an  insurance  company  with  assets  of 
$19  billion. 

IT  is  one  of  the  fastest  growing  financial 
service  companies  in  America. 

IT  is  a  partner  in  the  largest  telecommunica- 
tions manufacturing  company  in  the  world. 


ITT  is  a  17.4  billion  dollar 

corporation  that  knows  exactly  where 
it  is  going. 

But  it  wasn't  always  this  way. 

A  few  years  ago,  we  were  suffering  from 
a  kind  of  corporate  split  personality. 

There  were  businesses  we  could  grow 
that  were  clearly  "Us."  And  others  that  just  as 
clearly  weren't. 

We  parted  company  with  many  but  held  on 
to  those  product  and  service  businesses  which 
offered  the  chance  for  industry  leadership. 

Then  we  rolled  up  our  sleeves  and  went  to 
work  to  help  those  businesses  grow  and  prosper. 

And  grow  they  did. 

Last  year,  ITT  Automotive  sold  the  equivalenl 
of  more  than  $100  worth  of  equipment  for  every 
car  manufactured  in  the  United  States  and 
Europe.  And  grew  more  than  30%. 

Our  Sheraton  Hotel  chain  grew  to  nearly  500 
hotels,  inns  and  resorts  in  62  countries  worldwide 

This  year,  our  Defense  Technology  Corpora- 
tion will  be  almost  three  times  the  size  it  was 
five  years  ago. 

Worldwide  premiums  for  The  Hartford 
Insurance  Group  totalled  $8  billion  for  1986— 
a  25%  improvement  over  1985. 

ITT  Financial  Services  has  completed  twelve 
j    consecutive  years  of  record  revenue  and  income. 


And  our  joint  venture  with  CGE,  Alcatel  N.V., 
has  given  us  37%  ownership  in  what  is  now  the 
largest  telecommunications  manufacturing 
company  in  the  world. 

These  are  just  six  of  the  businesses  we're  in 
that  are  already  leaders  in  their  fields.  We're 
also  leaders  in  Fluid  Technology,  Electronic 
Components,  Communications  and  Information 
Services  and  Natural  Resources. 

The  hard  work  is  paying  off,  with  1986  net 
income  up  to  $494  million  or  $3.23  per  share, 
compared  to  $294  million,  or  $1.89  per  share 
in  1985. 

And  we've  only  just  begun. 


Products:  ITT  Automotive,  ITT  Defense  Technology,  ITT  Fluid  Technology,  ITT  Electronic  Components,  ITT  Rayonier. 
Services:  Hartford  Insurance,  Sheraton  Hotels,  ITT  Financial  Services,  ITT  Communications  Operations  and  Information  Services. 
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BUILDING  BUSINESSES  INTO  LEADERS 


1961  to  1976.  JPL  de- 
signed, built  and  flew 
Ranger  and  Surveyor  craft 
to  the  moon  as  well  as 
Mariners  to  Venus  and 
Mars,  and  landed  two  Vi- 
kings on  Mars'  dusty, 
boulder-strewn  surface. 

Yet  the  end  of  the  glo- 
ry years  has  not  meant 
the  end  of  JPL.  In  some 
respects  the  lab  is 
healthier  than  ever  to- 
day. Last  year's  budget  of 
$860  million  was  the 
biggest  ever.  The  lab's 
payroll,  now  covering 
6,000  employees,  is 
higher  than  it  has  ever 
been.  Like  any  business 
faced  with  a  sluggish 
market  for  its  main 
product,  JPL  has  diversi- 
fied. Today  almost  a 
third  of  its  work  is  relat- 
ed to  national  defense.  It   

is  building  computerized  battlefield 
command  and  control  systems  for  the 
Army  and  Air  Force.  The  lab  is  devel- 
oping a  computer  system  for  the  Air 
Force's  Military  Airlift  Command  to 
track  aircraft,  personnel  and  supplies. 
JPL's  research  on  radiation-hardened 
electronics  is  being  provided  to  the 
Defense  Department.  For  President 
Reagan's  strategic  defense  initiative 
JPL  worked  on  designing  instruments 
to  track  missile  plumes  in  space. 

On  the  civilian  side,  as  part  of  the 
Federal  Aviation  Administration's 
program  to  upgrade  its  air  traffic  con- 
trol network,  JPL  is  working  on  com- 
puterized communications  and 
weather  reporting  systems. 

JPL  is  unique  among  NASA's  13 
centers  in  that  its  employees  work 
not  for  the  government  but  for  the 
California  Institute  of  Technology, 
which  administers  the  lab.  Virtually 
all  money  comes  from  NASA.  If  JPL 
does  Defense  Department  work,  the 
Pentagon  reimburses  NASA. 

What  of  civilian  spinoffs?  The  lab 
has  been  pushing  harder  for  commer- 
cial application  of  some  of  the  rarefied 
work  its  3,000  engineers  and  scien- 
tists do.  It  has  a  contract  with  Rim- 
Tech,  a  Los  Angeles  firm  that  puts 
local  companies  in  touch  with  JPL 
engineers  knowledgeable  in  comput- 
ers, software  and  other  disciplines. 
Such  collaborations  are  "the  wave  of 
the  future,"  maintains  Daniel  Schnei- 
derman,  manager  of  commercial 
space  applications.  "The  fact  is,  you 
know  the  technology  is  being  used," 
-;ays  William  Spuck,  manager  of  infor- 
iion  systems  projects.  "But  there 
't  that  many  Tangs."  Tang  is  the 


NASA's  Jet  Propulsion  Laboratory 
After  the  "glory  years,"  very  much  alive. 


orange-drink  powder,  now  made  by 
General  Foods  but  developed  for  the 
astronauts  in  the  Sixties. 

In  any  case,  JPL-developed  technol- 
ogy is  passed  on  to  the  public  by 
NASA's  technology  utilization  pro- 
gram. Caltech  has  first  rights  to  pat- 
ent specific  technologies.  If  Caltech 
gets  a  patent,  it  shares  royalties  with 
the  inventor.  JPL's  computerized  im- 
aging technology,  pioneered  in  the 
Sixties,  shows  up  in  today's  CAT 
scans.  Computer  imaging  scientists 
have  even  joined  Hollywood  special 
effects  companies.  JPL  laser  technol- 
ogy is  being  studied  at  Cedars-Sinai 
Medical  Center  in  Los  Angeles  to  de- 
stroy arterial  blockages  in  heart  pa- 
tients. A  powerful  JPL/Caltech-devel- 
oped  computer,  known  as  the  hyper- 
cube,  is  being  sold  by  four  companies, 
including  Intel.  About  100  have  been 
installed.  A  $9  million  microdevices 
laboratory  scheduled  to  be  finished 
next  year,  says  Director  Allen,  "will 
make  JPL  a  national  center  for  excel- 
lence in  selected  parts  of  space  micro- 
electronics." 

Despite  the  increased  importance 
of  military  contracts,  such  work  is  a 
sensitive  issue  at  the  Pasadena  super- 
lab.  And  not  just  with  the  space  engi- 
neers within  JPL.  Caltech  would 
frown  on  JPL's  working  directly  on 
weapons,  and  it  limits  the  lab's  classi- 
fied research.  It  said  "no  go"  several 
years  ago  to  plans  for  an  Army  think- 
tank  at  JPL.  Says  Caltech  President 
Marvin  Goldberger:  "The  Caltech  fac- 
ulty felt  that  its  lack  of  expertise 
would  have  made  quality  assurance 
hard."  Yet  defense  work  is  part  of 
JPL's  history.  An  outgrowth  of  rocket 


James  Sugar/Black  star 

experiments  by  Caltech 
students  and  Caltech 
Professor  Theodore  von 
Karman  in  the  Thirties, 
JPL  developed  rocket 
motors  during  World 
War  II  and  engineered 
tactical  missiles  during 
the  Cold  War.  The  lab, 
then  part  of  Army  Ord- 
nance, joined  NASA  in 
1958. 

Meanwhile,  what  of 
JPL's  space  work,  its  rai- 
son  d'etre?  Despite  set- 
backs, JPL's  engineers 
are  nothing  if  not  tena- 
cious. Take  Galileo, 
which  was  supposed  to 
have  been  launched 
from  the  shuttle  last 
year.  After  the  Challenger 
disaster,  NASA  decided 
against  launching  Gali- 
leo from  the  shuttle  us- 
  ing  a  powerful  liquid-fu- 
eled rocket.  A  less  powerful  but  safer 
solid  rocket  booster  would  have  to  be 
used  instead.  But  such  a  rocket  is  not 
powerful  enough  to  send  Galileo  on  a 
direct  flight  to  Jupiter.  To  keep  the 
project  alive,  engineer  Roger  Diehl 
came  up  with  a  trajectory  that  would 
take  Galileo  around  Venus  once  and 
the  earth  twice,  using  the  planets' 
gravity  to  slingshot  it  toward  Jupiter. 

To  cope  with  budget  restraints,  new 
generations  of  planetary  spacecraft 
will  be  based  more  on  standard,  rather 
than  custom,  parts.  Construction  of 
Topex,  an  ocean  mapping  satellite, 
and  the  Mars  Observer  will  be  con- 
tracted out  to  industry.  "Sometimes," 
says  Spuck,  "industry  can  do  better. 
We  can  design  a  chip.  We  can't  make 
one.  JPL  has  gotten  some  maturity. 
We  should  stick  to  the  most  sophisti- 
cated stuff  instead  of  trying  to  do  ev- 
erything ourselves." 

NASA's  preoccupation  with  its 
high-profile  projects — the  shuttle  pro- 
gram and  the  proposed  manned  space 
station — worries  JPL  officials.  They 
are  afraid  their  space  science  budgets 
will  continue  to  suffer.  "We  are  not  a 
big  budget  issue,"  says  Norman 
Haynes,  who  heads  the  Voyager  mis- 
sion team.  "A  vigorous  planetary 
space  program  would  cost  only  $300 
million  a  year.  That's  about  a  buck  a 
person  for  everyone  in  the  U.S.  It's  not 
bankrupting  anybody." 

And  there  are  political  benefits,  be- 
lieves space  scientist  Terrile:  "Big 
space  projects  like  Voyager  and  Galileo 
are  a  benign  demonstration  of  our 
technology;  Everyone  gains.  They're 
one  of  the  most  pleasant  ways  of  flex- 


ing our  muscles." 
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There's  an  easy-to-use  Kodak  copier 

for  every  mid-  and  high-volume  jobstream. 

And  yes,  they're  very  much  like  cameras. 

A  lot  of  Kodak's  expertise  in  human  engineering,  optics 
and  even  film  and  electronic  flash  went  into  Kodak 
copiers.  So  it's  easy  to  see  why  they're  not  only  easy 
to  use,  but  win  awards  for  reliability,  copy  quality  and 
overall  customer  satisfaction.  Now  there  are  Kodak 
copiers  that  deliver  50, 85  and  100  copies  per  minute, 
and  they  come  with  Kodak  people  to  help  you 
put  the  right  copiers  in  the  right  places  for 
maximum  productivity. 

Every  Kodak  copier  also  arrives  with  another  im- 
portant Kodak  advantage:  the  best  service  in  the 
business.  See  a  Kodak  copier  demonstration. 

And  ask  about  our  AccentColor 
'     accessory.  Call  I  800  44KODAK 
(1  800  445-6325)  Ext.  6I5E. 

Leading  technology: 
J , !    the  Kodak  copier  advantage. 
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In  its  time,  Howard  Clock  was  the  quintes- 
sential American  high-tech  company.  Its 
pieces  are  still  ticking. 


Made  in  the  U.S.A. 


By  Rita  Koselka 


In  1980  Steven  Abrams,  a  38- 
year-old  professor  of  English  at 
Holy  Cross  College,  decided  he 
needed  a  change  from  teaching.  The 
bearded  young  man  wanted  to  work 
with  his  hands,  to  make  something. 
Maybe  clocks,  which  had  fascinated 
him  for  years. 
In  nearby  Waltham,  Mass.  was  ven- 


erable Howard  Clock,  still  ticking 
nearly  a  century  and  a  half  after  its 
founding  by  Edward  Howard,  a  19th- 
century  Yankee  technology  genius. 
Abrams  hired  on  as  an  apprentice.  By 
the  end  of  his  first  year  he  was  design- 
ing his  own  clock  movements.  He 
was  also  nearly  out  of  a  job:  Long 
ailing,  Howard  Clock  had  filed  for 
Chapter  11  in  1979.  This  proved  to  be 
Abrams'  great  opportunity,  because, 


four  years  later,  Howard  Clock's  cred- 
itors asked  him  to  take  over.  Within 
eight  months  he  turned  a  profit.  Two 
years  later  he  bought  the  company, 
and  today  he  is  well  on  his  way  to 
restoring  it  to  health. 

So  ends  a  recent  chapter  in  the  145- 
year  history  of  Howard  Clock,  a  com- 
pany whose  products  have  beat  steady 
time  to  the  rumble  and  shake  of 
America's  economic  development. 
Howard's  tower  clocks  have  decorat- 
ed landmarks  across  the  country:  the 
Customs  House  in  downtown  Boston, 
the  old  city  hall  in  New  York  City, 
Wanamaker's  department  store  in 
Philadelphia,  the  Daily  News  Build- 
ing in  Chicago,  the  Embarcadero  in 
San  Francisco. 

In  the  early  19th  century,  the  clock- 
makers  of  Boston  and  the  Connecti- 
cut River  Valley  practically  invented 
mass  production,  using  interchange- 
able parts  even  before  the  Springfield 
Artillery  Co.  did  so.  By  the  early 
1840s,  American  producers  were  able 
to  export  $2  clocks  to  Britain  and  un- 
dercut English  manufacturers  by  $8 
and  more.  Naturally,  the  English 
makers,  long  the  leaders  in  horology, 
accused  the  Americans  of  dumping. 
Thus  did  the  British  help  destroy  their 
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Steven  Abrams  of  Howard  Clock  Products 

"People  think  we're  an  anachronism,  but  we're  not. 
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once  formidable  time- 
keeping business.  Instead 
of  improving  technology, 
the  British  relied  on  du- 
ties to  "protect"  jobs.  (Are 
you  reading,  Richard  Gep- 
hardt and  other  congres- 
sional protectionists?) 

As  they  did  in  clocks,  so 
the  Yankees  later  did  with 
pocket  watches.  From  the 
Civil  War  right  up  to 
World  War  II,  U.S.  manu- 
facturers dominated  the 
world  market  for  mass- 
produced  watches.  These 
were  inexpensive  for  their 
time,  but  they  were  not 
shoddy  products.  Many  a 
century-plus-old  U.S.- 
made  pocket  watch  still 
ticks.  Even  the  Swiss  were  reduced  to 
knocking  off  American  methods. 

Edward  Howard  had  started  his 
company  in  1842  in  Roxbury,  Mass. 
Left  fatherless  when  his  seafaring  fa- 
ther drowned,  the  Hingham,  Mass. 
native  worked  as  an  apprentice 
founder  and  later  clockmaker.  In  part- 
nership with  a  fellow  apprentice  he 
later  started  making  clocks  and  gold- 
weighing  scales  for  banks,  merchants 


Tfje  face  of  an  E.  Howard  wall  clock 
A  name  that  meant  reliability. 


and  the  U.S.  Post  Office.  With  partner 
Aaron  Dennison,  he  began  making 
pocket  watches  in  the  1850s. 

Revolutionary  for  their  day,  these 
watches  had  as  innards  gears  and 
wheels  that  were  crudely  cut  on  prim- 
itive machines  and  then  hand-pol- 
ished for  precision.  The  Europeans 
couldn't  believe  it.  Impossible.  How- 
ard and  his  partners  proved  it  wasn't 
impossible.  Just  difficult. 


The  watch  market  was 
greatly  expanded  by  the 
Civil  War,  when  sturdy, 
portable  timepieces  were 
a  necessary  tool  to  coordi- 
nate troops  spread  across 
immense  geographical 
areas. 

In  war,  time  was  blood. 
After  Appomattox,  time, 
in  the  muscular,  young 
U.S.  economy,  was  also 
money.  And  thus  the  mar- 
ket for  clocks  and  watches 
grew  tremendously. 

Even  before  the  Civil 
War,  partners  Howard  and 
Dennison  had  opposing 
visions  of  the  market. 
Dennison  wanted  to  make 
  lower-priced,  lower-quali- 
ty watches  for  the  common  man.  He 
split  from  Howard,  and  out  of  his  ef- 
forts grew  what  became  the  Waltham 
Watch  Co.,  which  eventually  pro- 
duced tens  of  thousands  of  timepieces 
before  its  demise  in  1957. 

Edward  Howard?  He  continued  to 
make  relatively  expensive,  high-qual- 
ity but  partly  machine-made  time- 
pieces for  the  upper  crust  and  for  rail- 
roadmen, who  needed  high  accuracy. 


Alan  J.  Ritsko  of  E.  Howard  &  Co. 

Somebody's  been  looking  over  his  shoulder. 
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The  smart 
money  is  on 
Dewey" 


Dewey  was  sure  he  would  win.  The 
experts  were  sure  he  would  win.  And  the 
Chicago  Tribune  was  absolutely  certain  he 
would  win. 

The  smart  money  was  on  Dewey. 

But  by  the  next  morning,  after  the  polls 
closed,  the  smart  money  looked  pretty 
foolish— Truman  had  won. 

Once  again  people  learned  that  there 
are  very  few  sure  things  in  life. 

And  the  municipal  bond  business  is 
certainly  no  exception  to  the  rule.  That's 
why  there's  FGIC  Municipal  Bond  Insurance. 

When  it  comes  to  insuring  municipal 
bonds,  there  isn't  a  company  on  earth  that 
can  do  it  better. 

There's  a  good  reason  for  that.  It's 
called  pure  strength.  You  see,  our  capital 
base  is  over  364  million  dollars.  And  that's 
in  cash,  not  in  promises.  And  in  this  busi- 
ness, hard  cash  is  the  purest  form  of 
strength. 

It's  that  kind  of  capital  strength  that 
gives  FGIC  a  claims-paying  ability 
unsurpassed  in  the  municipal  bond 
insurance  industry. 

Perhaps  that's  why  we  can  say  with 
complete  confidence,  that  we  guarantee 
payment,  in  full,  of  principal  and  interest  on 
every  FGIC-insured  bond— under  every 
circumstance. 

And  why  every  FGIC-insured  bond  is 
rated  Aaa/AAA  by  Moody's  and  Standard 
and  Poor's,  respectively. 

For  more  information,  call 
1-800-255-FGIC. 

Remember,  sometimes,  even  the  smart 
money  will  look  foolish.  That's  why  there's 
FGIC  Municipal  Bond  Insurance. 


FGIC 

Bond  insurance. 
One  of  life's  few  sure  things. 


Workman  Alvie  Jorgenson  testing  Howard  clock  movements 
Some  of  them  have  been  ticking  for  245  years. 


Brian  Smith 


The  total  production  of  Howard 
watches  scarcely  exceeded  100,000 
over  40  years.  In  the  1870s  Howard's 
finest  pocket  watches  retailed  for 
around  $175  for  the  movement  and 
another  $150  for  the  case.  In  terms  of 
relative  purchasing  power,  a  Howard 
watch  then  cost  about  what  a  good 
automobile  costs  today. 

The  Howard  company  was  a  real 
pioneer  in  high  tech.  It  also  made  pre- 
cision instruments  for  industrial  and 
institutional  use.  It  built  a  prototype 
for  an  inexpensive  home  sewing  ma- 
chine around  the  same  time  Singer 
did,  but  Singer  beat  Howard  to  the 
patent  office.  A  patent  for  an  electro- 
mechanical watchman's  clock  was 
awarded  to  Howard  in  1861  and 
coined  money  for  the  company  for 
decades.  Using  this  device,  a  factory's 
night  watchman  could  turn  a  key  at 
each  station;  this  would  make  a  mark 
on  the  master  clock  in  the  superinten- 
dent's office  indicating  where  and 
when  the  watchman  signaled.  In  a  day 
when  factories  were  powered  with 
steam  and  were  extremely  susceptible 
to  fires,  this  breakthrough  was  im- 
mensely important. 

In  the  1880s  a  Howard  astronomi- 
cal measuring  device  was  used  in  the 
Nobel  Prize-winning  Michelson-Mor- 


ley  experiments,  which  determined 
the  speed  of  light. 

Because  time  is  relative,  it  can  also 
be  dangerous.  By  the  1870s  railroads 
were  crisscrossing  the  country,  but 
towns  were  still  setting  their  own 
clocks  (there  was  no  standard  time  in 
the  U.S.  until  1883).  With  everyone 
on  different  time,  rail  crashes  became 
commonplace.  In  the  1860s  the  Penn- 
sylvania and  Santa  Fe  railroads, 
among  others,  called  on  Howard  to 
put  their  trains  on  schedule. 
Howard's  clocks  were  installed  in 
railroad  stations  across  the  U.S.  The 
timepieces  were  often  set  by  tele- 
graph and  deviated  as  little  as  eight 
seconds  per  month — a  splendid 
achievement  in  those  pre-quartz  days. 
Conductors  and  engineers  were  also 
required  to  own  accurate  pocket 
watches  and  to  submit  their  time- 
pieces for  annual  inspections.  Among 
the  watches  that  qualified,  Howard's 
were  prominent. 

Advertisers  caught  on,  and  began 
installing  Howard's  tower  and  post 
clocks  outside  better  jewelry  stores, 
hotels  and  other  image-conscious 
businesses. 

But,  for  all  this  boom,  Howard  was 
unable  to  compete  with  the  bigger 
companies  that  produced  cheaper  and 


ultimately  more  stylish  watches. 
Howard's  successors  closed  the  watch 
factory  around  1903,  selling  rights  to 
the  name  to  Keystone  Case  Manufac- 
turing, which  used  the  name  on  a 
more  conventional  watch. 

Well  before  the  turn  of  the  century, 
Edward  Howard  retired.  Although  he 
reaped  what  was  then  a  substantial 
sum  from  selling  his  interests,  he  lost 
the  money  in  bad  investments  and 
died  as  poor  as  he  was  born. 

Howard  Clock  continued,  but  elec- 
trical clocks  made  pendulum  and 
spring-driven  clocks  obsolete  for  in- 
dustrial and  commercial  purposes, 
and  the  Howard  company  didn't  keep 
up.  Howard  continued  to  make  tower 
clocks  and  the  clock  systems  that  co- 
ordinated school  and  factory  bells. 
But  increasingly  it  turned  to  precision 
metal  machining. 

In  1934  Howard  Clock  was  bought 
by  the  Keeman  family,  which  turned 
Howard  into  a  defense  contractor. 
Product:  bomb  fuses,  which  saw  the 
company  through  the  end  of  the  Viet- 
nam War. 

But  by  1977  the  Keemans  were  in 
trouble  with  the  banks  and  sold  How- 
ard Clock  to  E.  Richard  Beckman.  At 
his  1978  trial  for  setting  fire  to  the  old 
Keystone  Watch  building  to  collect 


FORBES,  fUNE  15,  1987 


83 


$^L\  AT     SHERATON     LITTLE     THINGS     MEAN     A     LOT.    AT     SHERATON  L 


o 


O 

z 


z 
o 

I— 

< 


A  Safety  Pin 
Isnt  A  Big  Thing 

Until 
You  Need  One. 


^  Sometimes  the  success  of  a  business  trip  or  social  event  hangs 

by  a  thread. 

<  And  nobody  knows  that  better  than  the  doorman  of  one  of  our 
^                      Sheraton  hotels  in  Los  Angeles. 

o  He's  seen  fallen  hems  plunge  the  most  confident  executives  into 

the  depths  of  despair. 

<  Broken  zippers  make  the  most  intrepid  leaders  of  industry  lose 
z                       their  grip. 

<  And  missing  buttons  and  open  seams  take  the  glitter  out  of 
5                      countless  gala  evenings. 

That's  why  he  always  keeps  a  supply  of  safety  pins  tucked  behind 
o  his  lapel. 

z  This  instant  tailoring  and  repair  service  certainly  isn't  one  of  his 

Z  "official"  duties.  But  it  is  a  reflection  of  how  much  he  and  his  fellow 

i-  Sheraton  employees  care  about  our  guests. 

Whether  you  want  a  document  typed  late  at  night  or  simply 
^  another  cup  of  coffee  in  the  morning,  there  are  Sheraton  people  ready 

*~  to  go  that  extra  step  to  help  meet  your  needs. 

Because  even  though  we're  a  worldwide  hotel  group  with  over 
z  500  hotels  in  62  countries,  there's  one  thing  a  Sheraton  employee  never 

o  forgets:  when  it  comes  to  our  guests,  little  things  mean  a  lot. 

^  Call  Sheraton  at  800-325-3535.  ^2% 

Or  call  your  travel  agent.  ShOFcltQIl 

The  hospitality  people  of 
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ffmlS  AT     SHCRATON     LITTLE     THINGS     MEAN     A     LOT    .    AT     SHERATON     LITTLE  jSl 

I  For  Reservations  At  These 

And  Other  Fine  Sheraton  Hotels  Call 

l  800-325-3535 

I  Or  CallYourTravel  Agent 

o     Sheraton  best  value  rates*  per  room,  per  night 
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Rates  subject  to  advance  reservations.  Up  to  two  children  stay  free 
in  adults  room  when  no  additional  bedding  is  required. 
IN  THE  UNITED  STATES 

Wkdys/Wknds 

ALASKA 

Anchorage 

Sheraton  Anchorage  Hotel  s119.00(EveryDay) 

ARIZONA 
Uicson 

Sheraton  Tucson  El  Conquistador 

Golf  and  Tennis  Resort  $49.00/62.00 

CALIFORNIA 
Los  Angeles 

Huntington  Sheraton  $60.00  (Every  Day) 

Sheraton  Grande  Hotel  s  110.00/95.00 

Sheraton  Plaza  La  Reina  ®  $65.00  (Every  Day) 

Sheraton  at  Redondo  Beach  $90.00/95.00 

Sheraton  Universal  Hotel  $85.00  (Every  Day) 

San  Diego/Harbor  Island 

Sheraton  Grand  on  Harbor  Island  ®  s89.00  (Every  Day) 

Sheraton  Harbor  Island  ®  s89.00  (Every  Day) 

COLORADO 

Denver 

Sheraton  Denver  Airport  ®  s59.00 (Every  Day) 

Steamboat  Springs 

Sheraton  Steamboat  Resort 

&  Conference  Center  (5/22  rhrough  7/2)  $49.00(Every  Day) 

(7/3  through  9/13)  s59.00  (Every  Day) 

CONNECTICUT 

Hartford 

Sheraton  Hartford  Hotel   s90.00/69.00 

Stamford 

Sheraton  Stamford  Hotel  &  Towers  (Main)  $79.00/49.00 

(Towers)  $99.00/69.00 

DISTRICT  OF  COLUMBIA 

Sheraton  Carlton  Hotel  s89.00 (Every  Day) 

The  Sheraton  Grand  on  Capitol  Hill  s89.00(Every  Day) 

Sheraton  Washington  Hotel  s89 .00/69.00 

FLORIDA 

Miami  Beach/Bal  Harbour 

Sheraton  Bal  Harbour  s69.00  (Every  Day) 

Orlando/Disney  World 

Sheraton  World  Hotel  s64.00  (Every  Day) 

Palm  Coast 

Sheraton  Palm  Coast  Resort  $60.00/75.00 

ILLINOIS 

Chicago 

Sheraton  Plaza  $70.00/65.00 

LOUISIANA 

New  Orleans 
Sheraton  New  Orleans  Hotel  (5/22  through  8/28) 

(8/29  through  9/ 1 3) 

MARYLAND 

Baltimore 

Sheraton  Inner  Harbor  Hotel  


.  s59.00  (Every  Day) 
.  s89. 00  (Every  Day) 


s89.00  (Every  Day) 


'Rates  quoted  are  for  single  and  double  occupancy  Additional  charge  for  third  adult 
will  apply  Taxes  and  gratuities  not  included  Advance  reservations  required  Sub- 
ject io  availability  Not  applicable  togroups  or  conventions  Prices  effective  through 
September  1 3,  1987  except  where  noted.  All  rates  subject  to  change  without  notice 
Weekend  is  defined  as  Friday  and  Saturday.  ©  1987  The  Sheraton  Corporation 


MASSACHUSETTS  Wkdys/Wknds  -* 

Boston  — ' 

Sheraton  Boston  Hotels  Towers  (Main)  s  109.00/74.00  "2 

(Towers)  $185.00/150.00 

MISSOURI 

St.  Louis  I 

Sheraton  St.  Louis  Hotel   $45.00/55.00 

NEW  JERSEY 
East  Rutherford 

Sheraton  Meadowlands  Hotel   $89.00/79.00 

NEW  YORK 
New  Mark 

St.  RegisSheraton  Hotel   $155.00/115.00 

The  Sheraton  Centre  Hotel  &  Towers  (Main)  $118.00/99.00 

(Towers)  .  .  .$215.00/ 124.00 

Sheraton  City  Squire  $115.00/99.00 

Sheraton  Russell  $125.00/115.00 

NORTH  CAROLINA 

Greensboro 

Sheraton  Greensboro  Hotel   $69.00/59.00 

PENNSYLVANIA 
Philadelphia 

Sheraton  Society  Hill  $114.00/94.00 

TENNESSEE 
Nashville 

Sheraton  Music  City  Hotel  ®  $59.00  (Every  Day) 

TEXAS 
Dallas 

Sheraton  Dallas  Hotel  &  Towers  (Main)  $79.00/49.00 

(Towers)  $99.00/79.00 

Sheraton  Park  Central  Hotel  &  Towers  (Main)  $89.00/55.00 

(Towers) .  .  $125.00/89.00 

UTAH 

Salt  Lake  City 

Salt  Lake  Sheraton  Hotels  Towers  (Main)   $59.95/49.95 

(Towers)  $79.95/69.95 

VIRGINIA 

Richmond 

The  Jefferson  Sheraton  Hotel  s75.00/60.00 

WASHINGTON 
Seattle 

Seattle  Sheraton  Hotel  &  Towers  (Main)   $  110.00/77.50 

(Towers)  $140.00/109.00 

IN  CANADA 


NOVA  SCOTIA 

Halifax 

Halifax  Sheraton  (C"S£)  $90.00(EveryDay) 

ONTARIO 
Toronto 

The  Sheraton  Centre  Hotel  &  Towers  (Main)  .  .  "iSS?"  $120.00/99.00 

(Towers)  $150.00/129.00 

QUEBEC 

Montreal 

Le  Centre  Sheraton  Hotel  &  Towers  (Main) .  .".^iSs^.OOiEveryDay) 

(Towers)  $124.00  (Every  Day) 

JOIN  SHERATON  CLUB  INTERNATIONAL 

The  world  s  most  rewarding  guest  recognition  and  award  program      /  jf^J  * 

Sheraton 

The  hospitality  people  of 


For  further  details  call  800-247-CLUB. 
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SHERATON     LITTLE     THINGS  MEAN 


L  O  T 


AT     SHERATON  LITTLE 


Theodore  Williams  assembling  a  movement 
Old-fashioned  designs  but  computer-cut  gears. 


the  insurance  (Howard  Clock  had 
bought  the  building  in  1930),  Beck- 
man  was  also  accused  of  looting 
Howard's  pension  and  insurance 
plans.  Caught  with  enough  napalm  to 
fire  a  city  block,  Beckman  and  his 
brother  (who  were  not  at  the  scene) 
and  accomplices  were  convicted  of  at- 
tempted arson. 

But  the  story  wasn't  over.  Back 
came  the  Keeman  clan.  They  were 
tossed  out  by  Howard's  creditors  in 
1983  and  replaced  by  quiet  Professor 
Abrams. 

The  $1  million  (sales)  company 
Abrams  now  owns  and  runs  is  called 
Howard  Clock  Products.  Run  out  of 
the  old  redbrick  factory  building,  it  is 
a  precision  machine  shop  that  makes 
many  of  the  parts  for  Howard  clocks, 
as  well  as  finely  wrought  metal  parts 
and  mechanical  workings  for  airplane 
gauges,  fire  alarms  and  temperature 
and  humidity  controls. 

"Some  people  think  we're  an 
anachronism,  but  we're  not,"  says 
Abrams.  "There  are  still  applications 
where  mechanical,  instead  of  electri- 
cal, engineering  is  more  useful.  We 
just  have  to  find  those  applications." 

An  example  of  Howard's  niches  is 
its  state-of-the-art  ophthalmological 
microsurgical  knife  that  looks  like  a 


Porsche  Design  pen.  It  has  a  finely 
ground  tip — done  with  clockmaker's 
burnishing  tools  used  to  minimize 
friction  among  a  clock's  moving 
parts — that  is  so  smooth  it  can  rest  on 
the  cornea  of  the  eye  without  scratch- 
ing it.  The  blade,  made  of  a  cut  sap- 
phire, can  be  precisely  adjusted  for 
depth.  Price  for  such  a  knife:  $1,300. 

And  the  clocks?  To  help  finance  his 
purchase,  Abrams  spun  out  the  clock- 
making  assets  under  the  name  E. 
Howard  &  Co.  and  sold  it  to  an  ardent 
clock  lover  named  Alan  Ritsko  in  Feb- 
ruary 1986.  Ritsko  operates  E.  How- 
ard &  Co.  from  a  Victorian  house  in 
nearby  Lexington,  Mass.  and  work 
closely  with  Abrams. 

Ritsko  was  a  clock  collector  and 
part-time  clock  broker  when  he  came 
across  the  advertisement  announcing 
the  sale  of  Howard  in  a  collectors' 
magazine.  Today  he  scurries  around 
his  workshop  in  a  white  doctor's  coat, 
overseeing  the  six  craftsmen,  deciding 
which  hand-carved  cornice  should  go 
on  which  clock,  packing  each  of  his 
"babies"  in  a  big  flannel  blanket 
marked  E.  Howard  &  Co.  for  delivery. 

The  shop  is  run  by  Gaetano  Fala- 
bella  Jr.,  a  retired  Massachusetts  Insti- 
tute of  Technology  aerospace  engi- 
neer who  loves  clocks.  Two  of  the 


other  six  workmen  are  clock  devotees 
and  retired  engineers.  Using  Edward 
Howard's  original  blueprints,  the 
craftsmen  make  the  same  wall  and 
banjo  clocks  Howard  made  over  100 
years  ago — though  they  now  harden 
their  steel  with  modern  heating  pro- 
cesses and  coatings,  and  computer- 
cut  their  gears  for  a  perfect  fit. 

Ritsko  retails  the  clocks  through 
interior  designers  and  high-caliber 
jewelry  stores,  at  prices  ranging  from 
$2,500  to  $5,000.  (Cheap  compared 
with  up  to  $20,000  a  mint  condition 
old  Howard  banjo  fetches  among  col- 
lectors.) Ritsko  is  considering  adding 
tall  or  grandfather  clocks  to  the  line. 

E.  Howard  &.  Co.  produced  only  a 
small  number  of  clocks  last  year,  but 
Ritsko  projects  300  in  1987  and  more 
than  1,000  in  1988.  "We've  had  so 
much  luck  the  last  year  and  a  half  that 
I'm  sure  somebody  is  watching  over 
our  shoulder."  He  winks,  pointing 
over  his  shoulder  to  a  portrait  of  Ed- 
ward Howard,  and  adds:  "I  think 
we're  going  to  be  around  for  a  long 
time  yet." 

Good  luck,  Alan  Ritsko.  May  you 
ride  the  nostalgia  wave  to  prosperity. 
But  there  is  more  here.  There  is  also  a 
warning  to  U.S.  business:  Technologi- 
cal leadership  is  a  fragile  thing.  3 
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In  the  drug  business  you  make  a  lot  of 
money  with  a  hot  product.  But  a  hot  prod- 
uct also  makes  you  vulnerable. 


A  tough  act 
to  follow 


By  Kerry  Hannon 


A SINGLE  WONDER  DRUG,  CaptO- 
pril,  has  transformed  the  129- 
\  year-old  Princeton,  N. J. -based 
Squibb  Corp.  from  a  dumpy  conglom- 
erate into  the  fastest  grower  in  the 
$90  billion  drug  industry.  This  single 
product  contributes  30%  of  Squibb 


sales  (1986  revenues,  $1.8  billion)  and 
a  much  bigger  part  of  its  $236.6  mil- 
lion, $4.90  a  share,  profit.  On  its  value 
to  the  company  rests  much  of 
Squibb's  stock  market  capitalization, 
which  stood  recently  at  $9  billion — 
6V2  times  book  value,  25  times  pro- 
jected earnings. 
But  even  wonder  drugs  soon  run 


into  competition.  When  captopril 
(sold  under  the  brand  names  Capoten 
and  Capozide)  was  launched  in  1981, 
it  was  the  first  new  drug  approved  by 
the  Federal  Drug  Administration  for 
treatment  of  heart  failure  in  20  years. 
Then,  last  September,  heavyweight 
Merck  &.  Co.  introduced  its  own  ver- 
sion of  the  drug,  Vasotec,  which,  like 
captotril,  lowers  blood  pressure. 
Merck  is  no  slouch.  With  revenues  of 
$4.1  billion,  it  is  nearly  three  times  as 
big  as  Squibb.  Merck  has  more  than 
2,800  salespeople  worldwide,  Squibb 
about  half  that.  In  seven  quick 
months  Merck's  marketing  muscle 
had  captured  40%  (and  rising)  of  the 
$1  billion-plus  segment  of  the  market 
that  had  been  captopril's  alone. 

Say  this  for  Squibb  management:  It 
has  gone  a  long  way  on  a  little.  Or- 
phaned in  1968  by  the  old  Olin  Math- 
ieson  conglomerate  and  merged  with 
Beech-Nut  Life  Savers,  the  company 
has  been  run  since  then  by  Richard 
Furlaud,  age  63,  a  Princeton-Harvard- 
educated  lawyer.  Furlaud  has  sold  off 
a  consumer  products  business  each 
time  a  major  new  pharmaceutical 
product  entered  the  pipeline.  Furlaud 


ibb  Cap.  s  Richard  Furlaud 

stop  scattering  our  shots. 
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THE  EASIEST  WAY  TO 
GO  ABOUT  YOUR  BUSINESS 
IN  LATIN  AMERICA. 


iny  day  you  want  to  fly,  Pan  Am  is  the  easiest 
yay.  We  fly  to  more  Latin  American  cities  with 
nore  747s  than  any  other  U.S.  airline.  And  you 
an  fly  from  over  25  cities  in  the  U.S. ,  including 
lonstop  service  from  Los  Angeles,  New  York 
.nd  Miami. 

For  comfort,  nothing  compares  to  a  Pan  Am 
'47.  There's  First  Class,  with  our  luxurious 
ileeperette®  Seats.  Clipper®  Class  (six,  not 
ight  seats  across)  has  bigger,  wider  seats  and 
Dts  of  extra  legroom. 

And  every  time  you  fly  Pan  Am,  you  can 
arn  mileage  credit  in  your  A*Ad vantage® 
ccount.  As  you  earn  credits  and  if  you  are 


enrolled  in  Pan  Am's  WorldPass®  program,  you 
also  earn  upgrades  and  free  travel  awards.  For 
reservations  call  your  Travel  Agent  or  Pan  Am. 

Buenos  Aires  •  Caracas  •  Guatemala  City  •  Guayaquil 
Maracaibo  •  Mexico  City  •  Montevideo  •  Panama  City 
Rio  de  Janeiro  •  San  Jose  •  San  Salvador  •  Santiago 
Sao  Paulo.  .  ~~ 


EXPECT  MORE  FROM  PAN  MM 


Schedules  subject  to  change  without  notice.  A'Advantage®  is  a  registered 
service  mark  of  American  Airlines,  Inc 


Squibb  lab  technician  screens  cholesterol-lowering  drug 
The  next  blockbuster? 


HIGHLY 
CONFIDENTIAL 

P3  CORPORATION 
405  Park  Avenue,  New  York,  NY  10022 
Telephone:  (212)  421-4757  Telex:  4938084 

Request  our  prestigious  catalogue 
$20  refundable  with  order 


systematically  used  the  cash  he  got 
for  research  and  development,  focus- 
ing mainly  on  the  cardiovascular  area. 

Today  the  company  once  known  for 
its  angled  toothbrushes,  Theragran 
multivitamins  and  antibiotics  is 
100%  a  health  care  company,  with 
nearly  90%  of  sales  coming  from 
pharmaceuticals.  "We  had  to  stop 
scattering  our  shots,"  says  Furlaud. 

Result:  A  bull's-eye  with  captopril 
and  a  gorgeous  balance  sheet.  The 
cash  account  tops  $600  million, 
$11.56  a  share,  prior  to  the  June  1 
split.  Long-term  debt  is  a  measly  11% 
of  capital.  For  the  first  quarter  of  this 
year,  earnings  per  share  were  up  55%, 
to  $1.32.  Return  on  equity  should 
reach  24%  this  year,  up  from  19.6% 
last  year. 

Thank  you,  captopril.  But  what 
now?  Squibb  management  can  clearly 
hear  the  stampede  of  competitors. 
Captopril  could  be  the  world's  largest- 
selling  pharmaceutical  product  by  the 
end  of  the  decade;  it's  already  the  sev- 
enth leading  drug  worldwide.  No 
wonder  that  others  besides  Merck, 


namely  West  Germany's  Hoechst 
A.G.  and  Bayer  A.G.,  are  also  close  on 
Squibb's  heels. 

Squibb  has  eight  new  products  in 
the  clinical  development  stage,  but  so 
far  none  has  blockbuster  potential.  It 
introduced  an  injectable  antibiotic, 
Azactum,  in  March  and  expects  its 
total  sales  this  year  to  reach  around 
$70  million.  But  that  market,  at  tops, 
will  reach  only  $200  million  by  1990. 
And  the  dream  drug  of  Squibb's  fu- 
ture, Pravastatin,  a  cholesterol-lower- 
ing agent  licensed  from  Sankyo,  will 
not  be  on  the  market  until  1989.  That 
will  be  nearly  two  years  after  big 
brother  Merck  has  begun  marketing 
its  own  version,  Mevacor. 

Squibb  is  trying  for  more.  This  year 
research  expenditures  will  be  up  al- 
most one-third,  to  $211  million,  or 
9.6%  of  sales,  more  than  double  the 
$95.7  million  spent  in  1982.  But  com- 
pare— Merck  spent  $500  million,  or 
12%  of  sales,  on  research  last  year. 

Furlaud  has  done  a  tremendous  job 
at  Squibb.  But  captopril  is  a  tough  act 
to  follow.  ■ 
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This  shouldn't  be  the  way 
you  turn  on  your  copier. 


And  you  shouldn't  need  a  Masters  of 
Engineering  to  keep  it  in  proper  running 

But  these  days,  if         I  , 
you  don't  know  how  to  re-  ^P^^ 
wire  your  Coronas  or  re- 
place your  exposure  lamp, 
chances  are  your  copier's  down  agar 
Now  rather  than  accept  copier  breakdowns 

MBWHHSIllHl  as  inevitable,  you 
HiWSjyjiliiaJi  have  a  choice.  You 
can  pick  up  the  phone  and  call  your  service 
technician  for  the  umpteenth  time. 

Or  call  your  local  Ricoh  representative 
for  the  very  first  time. 

Before  hell  show  you  the  tech-^§ 
nology  behind  our  latest  copiers,  he'll  inform 
you  of  the  facts  that  stand  in  front  of  them.; 

Like  the  fact  that  we're  one  of  the  lar; 
gest  manufacturers  of  copiers  in  the  world 
And  the  fact  that  our  engineers  work  tq 
make  certain  that  when  you're  on  dead:, 
line,  your  copier's  not  on 
downtime. 

Then  he'll  be  glad 
to  show  you  the  specif- 
ics. Like  our  FT7060.  A 
machine  so  sophistica- 
ted, it  can  turn  itself  on,  edit  your 
automatically  change  print  tone/ 
itself  off.  Which  doesn't  mean  ? 


to  memorize  hundreds 
of  technical  commands 
to  program  it.  All  you 
have  to  do  is  consult  the 
animated  Guidance  Display 
System.  And  let  your  index 
finger  do  the  rest. 

Finally,  he'll  discuss  a 
little  something  called  a  com- 
mitment from  a  company  that 
flatly  refuses  to  accept  copier 
breakdowns  as  inevitable.  A  com- 
pany with  one  of  the  most  exten- 
ive  service  networks  we  hope  you 
never  use.  And  no. 

He  won't  tell  you  that  every  Ricoh 
copier  will  never  stop  working  perfectly. 
But  he  will  tell  you  *r—&=ip 
that  we  promise  never  to  stop  ^ 
working  to  make  every  Ricoh  1 
copier  perfect. 

So  if  you're  having  trou- 1 
ble  keeping  your  spirits  up  every  time  your  cop- 
ier's down,  you  can  call  1-800-63-R1COH  and 
ask  for  more  information. 

Or  call  M.I.T.  and  ask  for  a  student  loan. 


ibriginals, 


rand  turn 
fyou  need 


Copiers  built  to  work. 


What's  behind  this  new 
name  on  the  NYSE? 


One  of  the  most  dynamic 
financial  services  and 
specialty  retailing  firms 
in  the  country. 


Last  year,  when  American  ( 
sold  its  packaging  business,  the ! 
year-old  name  went  with  it. 

We  are  now  Primerica  Corf 
ration,  following  one  of  the  most 
successful  restructurings  ever  o 
major  U.S.  corporation. 


In  1986,  life  insurance  in  force  of  Primerica'i 
insurance  subsidiaries  rose  31%  to  $193  billi 

Primerica  (pronounced 
pry-MER-i-ca)  is  engaged  in  fina 
cial  services  and  specialty  retail 
where  we  have  strong  market  po 
tions,  excellent  growth  potential 
and  the  resources  to  fund  our 
expansion. 
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Primerica 's  investment  advisory  operations 
more  than  doubled  their  assets  under  manag 
ment  in  1986,  to  $26  billion,  through  growth 
and  acquisitions. 


nark  and  a  trademark  of  Primerica  Corporation. 


Me  are  a  company  whose 
igs  have  grown  substantially 
ir  consecutive  years  and 
common  stock  value  has 
;han  tripled  since  1982. 
America's  Financial 
ces  Sector,  providing  life 
nee,  asset  management  and 
age  banking  services,  was 
d  in  1982.  By  1986  it  had 
to  $1.5  billion  in  revenues  and 
trillion  in  operating  income. 
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ginations  of  Primerica's  mortgage 
unit  doubled  to  $2.5  billion  in  1986. 

?or  three  straight  years, 
rica  subsidiaries  have  sold 
'ace  amount  of  individual  life 
nee  than  any  other  company, 
vestment  advisory  operations 
ihan  doubled  their  assets 
management  last  year 
»h  growth  and  acquisitions, 
ir  mortgage  banking  subsid- 
one  of  the  nation's  largest 


providers  of  single  family  home 
mortgages,  with  $2.5  billion  in  loan 
originations. 


($  millions) 
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stores  nationwide,  we  are  also  the 
largest  retailer  of  recorded  music 
and  audio/video  products  in  the 
country. 

At  Primerica,  there's  no  such 
thing  as  "business  as  usual!'  We're 
continually  looking  for  opportuni- 
ties to  leverage  our  financial 
strength  and  marketing  expertise, 
and  to  provide  rewards  for  our 
shareholders.  Primerica.  A  name  to 
remember.  NYSE  symbol:  PA. 
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Primerica's  revenues  from  direct  mail  marketing 
increased  15%  to  $904  million  in  1986. 

Primerica's  Specialty 
Retailing  Sector,  consisting  of 
direct  mail  marketing  and  specialty 
stores,  also  achieved  impressive 
results  in  1986.  Revenues  grew  to 
$1.4  billion,  and  operating  income 
rose  to  $111  million. 

We  are  one  of  the  largest 
direct  mail  marketers  in  the  U.S., 
growing  at  a  20  percent  annual 
compound  rate — twice  the  indus- 
try average.  With  more  than  525 


($  millions) 
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Specialty  store  revenues  were  up  29%  last  year 
to  $4  76  million,  aided  by  the  expansion  of 
The  Musicland  Group. 


PRIMERICA 


Primerica  Corporation,  Greenwich.  CT  06836-3610 

Financial  Services:  American  Capital  Manage- 
ment &  Research.  Inc.;  Berg  Enterprises.  Inc.; 
Insurance  Marketing  Corp  of  America  (a  co- 
venture).  Mass  Indemnity  and  Life  Ins  Co.;  Mar- 
garetten  &  Co..  Inc  ;  National  Benefit  Life  Ins. 
Co.;  PennCorp  Financial.  Inc.;  Penn  Life  Ins  Co.; 
RCM  Capital  Management  (a  partnership);  Sat- 
ellite Conference  Network,  Inc.;  Transport  Life 
Ins  Co.;  Triad  Life  Ins  Corp.;  Voyager  Group.  Inc 
Specialty  Retailing:  Current.  Inc.;  Dunham's 
Athleisure  Corp  ;  Figi's,  Inc  ,  Fingerhut  Corp.; 
Michigan  Bulb  Co  ,  The  Musicland  Group,  Inc. 


How  did  a  former  midlevel  employee  get 
the  financial  clout  to  take  over  $631  mil- 
lion Ryan  Homes?  Brains,  energy  and 
flair.  But  now  there  are . . . 

Pyrrhic 
possibilities 


By  Kerry  Hannoo 


In  the  late  Seventies  Dwight 
Schar  was  just  another  midlevel 
executive  who  figured  he  could 
run  his  company  better  than  the  boss 
could.  The  onetime  vice  president  of 
Ryan  Homes  complained  that  his 
firm  was  stuck  in  a  rut:  Ryan  was 
selling  only  low-margin,  cookie-cut- 
ter houses,  at  well  below  the  national 
average  price.  "Just  watch,"  Schar 
told  colleagues,  "one  day  I'll  buy  this 
place,  dump  the  boss  [Chair- 
man Malcolm  Prine]  and 
turn  things  around." 

Schar  quit  Ryan  Homes, 
started  his  own  company, 
NV  Homes,  and  spent  six 
long  years  making  good  on 
that  boast.  Last  November 
he  finally  wrested  control  of 
his  old  company,  and  Prine 
was  gone  within  weeks.  It 
was  an  impressive  victory, 
but  one  fraught  with  Pyrrhic 
possibilities.  Recently,  NV 
Homes  has  been  posted  on 
the  American  Stock  Ex- 
change's roster  of  top  per- 
centage losers:  The  price  of 
its  units  dropped  more  than 
50%  in  the  past  month.  With 
mortgage  rates  rising  and 
housing  starts  dropping,  the 
question  now  is  whether  Schar  can 
run  Ryan  as  well  as  he  raided  it. 

How  did  a  onetime  schoolteacher, 
who  started  selling  homes  as  a  side- 
line in  the  Sixties,  get  the  financial 
clout  to  take  over  $631  million  (1986 
revenues)  Ryan  Homes?  The  story 
starts  in  1980,  when  Schar  raised  capi- 
tal from  Virginia  banks,  among  them 
McLean  Bank,  and  founded  his  own 
homebuilding  company,  NV  Homes 
(1986  revenues,  $233.5  million).  In- 
stead of  low-cost,  low-profit  units, 


Schar  built  higher-priced,  custom 
houses  that  carried  prices  up  to 
$450,000.  Buyers  in  his  northern  Vir- 
ginia and  suburban  Maryland  markets 
liked  them.  Between  1981  and  1986 
sales  increased  ninefold. 

By  1983  NV  had  turned  sufficient 
profit  to  afford  Schar  the  purchase  of 
Ballantrae,  a  32-acre  estate  in 
McLean,  Va.  adjacent  to  Ethel  Kenne- 
dy's Hickory  Hill.  Schar,  then  41, 
used  his  builder  smarts  and  subdi- 
vided the  land,  keeping  the  stone 


NV  Homes'  Dwight  Schar 
Can  he  run  Ryan  as  well  as  he  raided  it? 


manor  house,  tennis  courts  and  pool 
for  himself.  He  is  selling  the  rest  in 
one-acre  lots,  some  going  for  as  high 
as  $500,000.  Schar  knows  his  market. 
One  new  neighbor  is  Defense  Secre- 
tary Caspar  Weinberger. 

For  a  while  Schar  looked  like  he 
was  as  smart  about  balance  sheets  as 
he  had  been  about  building.  Last  June 
NV  Homes  made  smart  use  of  the 
new  tax  laws  (Forbes,  Oct.  20,  1986) 
and  went  public  on  the  American 
Stock  Exchange  as  a  master  limited 


partnership  at  $12  per  unit.  Within 
three  months  sales  had  increased  29% 
over  the  same  period  the  year  before. 
Schar's  accomplishments  at  NV 
Homes  convinced  investment  bank- 
ers at  Donaldson,  Lufkin  &  Jenrette, 
who  had  underwritten  the  initial  pub- 
lic offering,  to  help  Ryan  finance  the 
$360  million  minnow-swallows- 
whale  deal,  done  in  November. 

For  the  first  few  months  thereafter, 
it  looked  as  if  Schar's  boldness  would 
pay  off.  Unlike  Prine,  who  couldn't  let 
go  of  losing  markets,  Schar  closed  op- 
erations in  areas  like  Houston  that 
had  been  a  drain  on  cash.  Meanwhile, 
he  began  pushing  once-stodgy  Ryan 
designs  into  more  expensive  markets 
with  more  expensive  accoutrements: 
Jacuzzis,  skylights,  hardwood  floors. 

During  the  first  quarter  Schar  pre- 
sided over  the  combined  companies, 
pro  forma  earnings  for  NV  Homes  (in- 
cluding the  Ryan  acquisition)  were 
$9.4  million,  up  from  $3.6  million  the 
year  before.  Unit  holders  applauded 
the  results;  there  was  a  2-for-l  unit 
split  in  April. 

But  NV  Homes'  unit  holders  have 
paid  for  the  growth  with  a  debt-heavy 
balance  sheet.  Borrowings  now  total 
around  3  times  equity,  with  annual 
interest  payments  totaling  close  to 
$35  million.  So  what  looms  ahead  for 
NV  Homes  now  that  interest 
rates  have  started  to  climb 
again?  Since  short-term  debt 
makes  up  about  40%  of  total 
borrowings,  Schar  could  be 
in  trouble  if  he  has  to  refi- 
nance at  higher  rates.  Unit 
holders  are  already  queasy, 
pushing  unit  prices  down 

I from  18  to  9Vs  over  the  last 
few  weeks. 
Should  the  uptick  in  inter- 
est rates  continue,  Schar  may 
face  even  greater  woes  as 
first-home   buyers  become 
unable  to  sell  their  homes 
and  move  up  to  more  expen- 
sive models.  Schar  has  de- 
vised a  perilous  solution.  So 
long  as  those  buyers  are  pur- 
chasing another  NV  Home, 
  he  is  offering  a  trade-in  pro- 
gram that  guarantees  95%  of  the  origi- 
nal price  of  their  starter. 

Does  he  worry  about  being  left  with 
a  bloated  inventory?  Apparently  not. 
"Even  if  the  economy  remains  slug- 
gish, I'm  fine,"  he  insists,  pointing 
out  that  he  now  has  over  3,300  new 
homes  ordered,  which  should  keep 
him  busy  until  1988.  By  then,  his  in- 
ventory of  unsold  homes  could  be 
bursting  at  the  seams.  And  if  worse 
comes  to  worst?  Well,  Schar  still  has 
his  real  estate  broker's  license.  ■ 
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\Good  Hotel  ReactsTofour  Requests. 
AGrand  Hotel  AnticipatesHiem. 


A  grand  hotel  should  be 
dged  not  simply  by  how 
lickly  it  responds  to  your 
quests,  but  by  how  few  re- 
lests  you  find  it  necessary 
make  in  the  first  place. 

Thus,  at  Four  Seasons, 
f  devote  an  enormous 
lount  of  time  to  anticipat- 
g  precisely  what  the  chang- 
g  needs  and  desires  of  our 
lests  are  likely  to  be. 

Our  exclusive  Alterna- 
te Cuisine  menu  selections, 
*  example,  were  developed 
anticipation  of  the  grow- 
l  number  of  people  whdve 


come  carefu 


about  calories 


yet  no  less  discriminating 
out  taste. 

We  also  recognize  that 
"rile  business  travellers 


generally  want  to  eat  in  a  city's 
best  restaurants,  they  don't 
necessarily  want  to  leave  the 
hotel  to  do  so.  Which  is  why 
you'll  find  4-star  restaurants 
in  all  our  hotels. 

And  we  realize  that  the 
rigors  of  business  travel  often 
dictate  irregular  hours.  So 
we  offer  24-hour  room  service 
—with  food  prepared  by  our 
highly  acclaimed  chefs. 

But  the  Four  Seasons 
philosophy  of  anticipating 
needs  rather  than  reacting  to 
them  extends  considerably 
beyond  the  kitchen. 

We've  anticipated,  for 
instance,  that  many  people 
don't  want  travel  to  disrupt 
their  daily  routines— which 
is  why  we  provide  jogging 


maps  and  workout  gear  in  all 
our  hotels,  and  health  clubs 
in  many  of  them. 

And  since  many  of  our 
guests  prefer  to  travel  with 
only  carry-on  luggage,  we  of- 
fer overnight  pressing  and 
shoe  shining,  so  whatever  you 
bring  will  look  fresh  in 
the  morning.  And  we  furnish 
our  rooms  with  bathrobes, 
hair  dryers  and  other  essen- 
tials that  might  not  fit  into  a 
single  overnight  bag. 

We've  anticipated  all  this 
and  more  because  at  Four 
Seasons  we  staunchly  believe 
that  a  grand  hotel  should 

adapt  to  its  guests.  Not 
I  jji    the  other  way  around. 


UNITED  STATES 
Austin 
Boston 
Chicago: 

The  Rilz-Carlton 
Dallas: 

Four  Seasons  Hotel 

and  Resort. 
Houston: 

Four  Seasons; 

Inn  on  the  Park. 
Los  Angeles 
New  Ybrfe. 

The  Pierre 
Newport  Beach 
Philadelphia 
San  Antonio 
San  Francisco: 

TheClift 
Seattle: 

The  Olympic 
Washington,  DC. 

CANADA 

Edmonton 

Montreal 

Ottawa 

Toronto: 

Yorkville, 

Inn  on  the  Park. 
Vancouver 

UNITED  KINGDOM 
London: 
Inn  on  the  Park 

For  reservations 
call  (800)  268-6282 
or  your  travel  agent. 


FburSeasons  Hotels 


36  Four  Seasons  Hotels,  Ltd 


Another  ominous  rumble  from  Texas:  A 
municipal  utility  district  near  Houston  has 
defaulted  on  its  bonds.  Moral:  In  investing, 
ignorance  is  not  bliss. 


Clear  as  mud 


By  William  P.  Barrett 


A  street  to  nowhere:  Northwest  Harris  County's  District  No.  19 
Nearly  300  homes  were  planned,  but  only  18  were  built. 


Zigy  KaluEny/Gamma-Liaison 


N'estled  in  a  wooded  square 
mile  near  Houston,  Northwest 
Harris  County  Municipal  Util- 
ity District  No.  19  has  new  streets 
and  a  first-class  water  and  sewerage 
system.  It  also  has  only  18  homes,  far 
fewer  than  the  nearly  300  houses  en- 
visioned nearly  a  decade  ago.  In  April 
District  19  defaulted  on  its  $2.6  mil- 
lion of  coupon  bonds  after  filing  for 
bankruptcy  court  protection. 

It  was  the  first  time  since  the  Great 
Depression  that  any  of  the  Houston 
area's  415  municipal  utility  dis- 
tricts— MUDs — failed  to  fulfill  its 
long-term  debt  obligations.  But 
thanks  to  the  worsening  Texas  econo- 
my, MUD  19  probably  won't  stand 
alone.  Several  Houston  bond  houses 
now  have  confidential  MUD  "watch 
lists"  containing  far  more  than  10% 
of  the  Houston  area's  districts.  The 
415  around  Houston,  plus  another 
100  or  so  scattered  around  the  state, 
account  for  an  estimated  $3  billion  of 
outstanding  municipal  bonds.  Traders 
expect  more  defaults  within  18 
months. 

Not  so  long  ago  Texas'  municipal 
utility  district  bonds  were  a  flat-out 
bargain  for  individuals  lured  by  tax- 
free  yields  of  up  to  15%  in  a  prosper- 
ous state.  But  the  1982  collapse  of  oil 
prices  and  the  following  crash  of  real 
estate  values  made  some  of  the  bonds 
disturbingly  shaky.  Still,  the  state 
kept  churning  out  the  paper,  which 
the  bond  peddlers  in  Texas  and  else- 
where kept  selling. 

Texas  municipal  utility  districts 
are  narrowly  focused,  local  bodies  cre- 
ated by  the  state  Water  Commission, 
usually  at  the  behest  of  a  developer 
seeking  to  build  subdivisions  on  va- 
cant land  outside  incorporated  cities. 
Thus  created,  the  utility  district  in- 
stalls the  water  infrastructure  with 
the  proceeds  of  its  unrated  bonds.  It 
levies  a  property  tax — usually  about 
$1  per  $100  of  assessed  valuation — to 
cover  debt  service  and  operations. 

District  19's  default  was  small  po- 
tatoes— its  indebtedness  is  just  520 
bonds  of  $5,000  each.  But  the  prece- 
dent is  chilling.  Fledgling  Texas 
MUDs  have  all  but  given  up  trying  to 
float  new  issues.  A  Texas  state  sena- 
tor has  demanded  an  investigation. 
Worried  bondholders  are  besieging 
brokers  with  questions  about  the 
quality  of  the  bonds  they  hold.  That's 
data  the  brokers  can't  always  supply. 

So  far,  the  majority  of  these  out- 
standing bonds  appear  to  be  financial- 
ly sound,  those,  that  is,  with  a  diverse 
base  of  local  property  owners,  a  year's 
reserve  of  debt  service  and  a  record  of 
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meeting  obligations.  The  trick  is  de- 
tecting the  soft  spots.  These  are  not 
always  apparent  from  official  docu- 
ments. There  are  Texas  utility  dis- 
tricts, for  example,  that  have  been 
around  for  years  but  contain  no 
homes  at  all  and  have  large  debt  that 
can't  be  serviced  by  reasonable  tax 
rates.  They  have  been  kept  alive  by 
developers  digging  into  their  pockets 
or  by  using  bond  proceeds  to  pay  debt. 
In  other  districts  the  taxable  property 
values  have  dropped  dramatically.  In 
still  other  districts,  strapped  property 
owners  are  not  paying  their  taxes 
promptly,  or  not  paying  at  all. 

Judging  from  papers  on  file  with  the 
Water  Commission  in  Austin,  the 
commission's  staff  in  1980  opposed 
bonding  District  19.  The  staff  said  the 
district  was  too  far  from  downtown 
Houston — 31  miles,  much  of  the 
route  a  two-lane  road — and  the  homes 
in  what  would  be  called  the  Coventry 
subdivision  were  too  expensive  for 
the  market.  The  opposition  was 
dropped  after  developers  promised  to 
boost  their  efforts  to  attract  residents. 

This  initial  opposition  was  not 
mentioned  in  the  1982  bond  prospec- 
tus prepared  by  PaineWebber  Inc., 
District  19's  financial  adviser  and 
lead  underwriter.  Thomas  G.  Wilcox, 
the  PaineWebber  man  who  worked 
with  No.  19,  declines  comment. 

An  Apr.  17,  1985  letter  from  Dis- 
trict 19  lawyer  Burrel  Rowe  said  the 
district  was  "having  a  difficult  time 
meeting  its  monthly  operating  ex- 
penses" and  wanted  to  transfer  funds 
from  the  construction  account  to  the 
operating  accounts.  In  a  cover  letter 
dated  Sept.  4,  1985  to  the  district's 
fiscal  1985  audit,  auditor  Earl  Lairson 
declared  that  the  declining  assessed 
value  "may  ultimately  result  in  a 
Chapter  9  reorganization."  (Chapter  9 
is  the  bankruptcy  law  provision  for 
municipal  corporations.) 

The  St.  Paul,  Minn.-based  broker- 
age house  of  Juran  &  Moody,  Inc., 
which  has  an  active  Houston  office, 
appears  to  have  been  the  first  major 
trader  to  get  wind  of  problems  at  No. 
19.  Around  October  1985,  several 
months  before  the  troubles  became 
common  knowledge  in  the  bond  com- 
munity, the  firm  quietly  posted  a  sell 
recommendation  and  managed  to  un- 
load most  of  its  clients'  holdings  at 
premium  prices.  To  insulate  itself 
from  lawsuits  alleging  inadequate  dis- 
closure, Juran  &  Moody  sold  the 
bonds  only  through  rival  brokers,  who 
are  presumed  to  have  been  aware.  As 
late  as  summer  1986,  though,  igno- 
rant brokers  were  still  trading  MUD 
19  bonds  at  par  or  premium  prices. 

Almost  all  of  two  dozen  current 


Whats  needed  for 
Tailor  Marketing  that 
Competitive  Edge? 

-  A  minimal  outlay  for  cost  effective  returns  at  an  all 
inclusive  cost. 

-  A  unique,  flexible  and  original  tailor  made  system  for 
your  own  individual  marketing  needs. 

-  Professional  'close  target  marketing'  giving  penetration  and  high  response. 

-  An  organisation  with  international  experience,  but  based  on  the  spot  in  Europe, 
therefore  allowing  fine  tuned  'front  door'  marketing  to  Europe  and  the  world,  without 
paying  the  world  for  it.  Additionally,  with  a  complete  (Follow  through)  capability,  offering 
co-ordination,  representation  and  viability  assessments. 

-  A  highly  client  responsive  organisation  taking  an  exclusive  and  personalised  approach 
to  both  national  and  international  marketing,  while  using  a  state  of  the  art  system  for 
rationalising  the  marketing  mix. 

-  An  organisation  that  understands  considerations  affecting  marketing  techniques  from 
the  client's  viewpoint,  and  who  also  think  that  the  incentive  should  be  to  keep  the 
client's  costs  down,  and  not  the  opposite. 

-  A  client  whose  awareness  and  control  tell  him  that  all  the  above  are  true,  for 
successfully  co-ordinated  expansion. 

-  The  short  answer  is  the  electronic  mailshot  from  Telemarketing. 
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Secretary  of  The  Interior. 

A  high-level  case  that's  up  to  organizing  any  job  you've  got.  Endless 
pockets  and  dividers  encourage  expansion.  And  of  course,  Hartmann's 
exterior  is  one  of  the  greatest  showcases  for  anything  interior. 


Du  Pont  TEFLON'waler  &  slain  repellcr 

Send  for  a  list  of  your  nearest  Hartmann  dealers,  Dept.  6121 
0  1985  Hartmann  Luggage.  Hartmann  Dr  .  Lebanon.  TN  37087 


We  don't  cut  corners. 
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Cashing  in  on  catalysts. . .  At  Mobil  corp.,  r&d 

is  a  profit-generating  technology  bank.  .  .  and  one  of  our 
biggest  assets  is  our  family  of  unique  zeolite  catalysts.  Devel- 
oped by  Mobil  researchers,  zeolite  catalysts  are  synthetic  crystals 
honeycombed  with  millions  of  uniform  tunnels  that  admit 
low-value  hydrocarbon  molecules— and  release  profitable  end 
products  such  as  high-octane  unleaded  gasoline.  These  magic 
crystals  have  made  us  tops  in  catalysis. .  and  have  earned  us 
some  $2  billion  since  1962  in  higher-value  products,  reduced 
crude  requirements,  capital  savings— and  income  from  licensing 
our  catalytic  technologies. 

Cracking  the  profit  barrier. . .  We  scored  a 

50%  increase  in  gasoline  yields  when  we  introduced  our 
zeolite  cracking  catalyst  in  1962,  squeezing  an  additional  8  gal- 
lons of  gasoline  from  every  barrel  of  feedstock  that  went  into  our 
catalytic  crackers.  "Since  then,  these  catalysts  have  saved  5.5 
billion  barrels  of  crude  for  the  U.S.  oil  industry  alone,"  says 
Dr.  5.L.  Meisel,  Mobil's  vice  president  for  Research.  "Best  of  all, 
by  enabling  us  to  convert  more  inexpensive  heavy  oil  into  high- 
value  gasoline,  they've  boosted  profit  margins." 

Competitive  edge . . .  We've  strengthened  our  com- 
petitive advantage  in  catalysis  by  adding  new  catalysts  to  our 
technology  bank— and  by  finding  profitable  applications  for 
them.  So  today  zeolite  catalysts  are  used  worldwide  in  the 
refinery  and  petrochemical  processes  that  make  everything  from 
plastics  to  synthetic  fibers.  Our  Z5M-5  zeolite  catalyst  is  already 
turning  natural  gas  into  gasoline ...  and  can  make  gas- 
oline from  coal  as  well.  That  gives  us  invaluable  experience 
useful  down  the  road,  when  the  U.S.  turns  to  coal  as  a  source  for 
synthetic  fuels. 

Security  blanket...  "We're  strong  and  getting 
stronger  because,  at  Mobil,  R&D  funding  isn't  tied  to  short-term 
earnings  performance,"  says  Dr.  Meisel.  "That  gives  us  the 
security  needed  to  pursue  research  possibilities  as  they  arise  and 
the  flexibility  to  develop  more  high-tech,  high-profit  products  like 
zeolite  catalysts."  And  that  helps  Mobil  build  a  secure  profit 
foundation  for  today's  marketplace— and  tomorrow's. 


It's  a  fact:  Since  1960,  every  dollar  spent  by  Mobil 
on  process  and  products  research  has  generated 
nearly  $5  in  value. 


Mobil 


Box  M.  Mobil  Corporation,  150  East  42nd  Street.  New  York.  NY  10017  ©  1987  Mobil  Corporation 


MUD  19  bondholders  Forbes  contact- 
ed say  they  were  unaware  until  re- 
cently that  the  district  had  so  few 
homes.  They  say  some  of  the  bond 
salespeople  even  claimed  there  never 
had  been  a  MUD  default  anywhere  in 
Texas,  ignoring  those  during  the  De- 
pression and  perhaps  a  dozen  since, 
none  of  them  near  Houston. 

Certainly,  some  of  the  district's 
problems  were  unusual.  The  original 
developer,  Harris  B.  Lieberman,  died 
in  a  1981  helicopter  crash  before  the 
bonds  were  issued.  Lieberman's  part- 
ner in  the  joint  venture,  a  Galveston 
S&L,  was  sold  to  Pacific  Realty  of 
Dallas,  further  delaying  things.  Pacif- 
ic Realty  helped  precipitate  the  Apr.  1 
default  by  winning  reductions  in  as- 
sessed valuation  of  vacant  land  and 
refusing  to  subsidize  the  tax  rate 
through  voluntary  payments — a  com- 
mon practice  of  Texas  developers.  Its 
officials  decline  comment. 


A  burned-out  home  in  the  district 
Yearly  water  bills  topping  $5,000. 

What  happens  now?  MUD  19, 
whose  elected  directors  are  home- 
owners, has  submitted  a  reorganiza- 
tion plan  to  the  bankruptcy  court  that 
would  stick  the  bondholders,  rather 
than  the  homeowners,  with  most  of 
the  loss,  despite  covenants  in  the 
14.99%  bonds  that  guarantee  unlimit- 
ed tax  increases  to  pay  debt. 

Many  of  MUD  19's  homeowners — 
whose  yearly  water  taxes  would  have 
to  jump  from  $1,000  to  more  than 
$5,000  to  cover  the  debt — recently 
sued  Pacific  Realty's  subsidiary, 
charging  they  weren't  told  about  the 
water  district's  shaky  finances  when 
they  purchased  their  homes.  More  lit- 
igation seems  likely.  Some  bond  bro- 
kers have  covered  the  losses  of  angry 
customers. 

Meanwhile,  one  Houston  bond 
house,  Masterson  &  Co.,  has  been 
drumming  up  business  by  running  lo- 
cal newspaper  ads  asking  in  big  let- 
ters, "Do  you  know  the  financial  sta- 
tus of  your  MUD  bond?" 

For  many,  the  answer  is  clear  as 
mud.  ■ 
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HAVING  TROUBLE  CONTROLLING 
YOUR  HMOs? 

These  days,  controlling  your  company's  health  benefits  program  can  appear  to  be  an  overwhelming 
responsibility.  But  with  the  HMO-USA  network,  sponsored  by  Blue  Cross  and  Blue  Shield  Plans, 
you're  in  complete  control. 

No  matter  how  many  HMOs  you  select,  we  make  it  easy  to  get  your  program  off  the  ground  That's 
because  we're  the  nations  largest  HMO  network,  with  more  than  90  HMOs  nationwide.  And  we're  still 
growing.  Which  means  we  can  respond  to  the  needs  of  your  multi-site  employees.  Today  and  tomorrow 

If  you're  having  a  difficult  time  controlling  your  HMOs,  we  have  lots  of  ways  to  help.  All  you  have 
to  do  is  push  the  right  buttons:  1-800-4-HMO-USA. 

HMO-USA  is  just  one  of  the  many  innovative  products  from  (he  nation's  Blue  Cross  and  Blur  Shield 
Plans  designed  to  help  you  effectively  manage  your  health  benefits  program. 

m  MMWM        <^7C^7Z7  □ 

The  nation's  largest  HMO  network. 


Carry  the 
Caring  Card"0 

The  card  that  cares  for  the  U.S.  Olympic  Team. 


Blue  Cross 
Sue  Shield 


As  I  See  It 


Consider  the  potential  for  more  Bhopals,  says  the  man  who 
would  be  Secretary-General  of  the  U.N.,  add  the  possibility  of 
disaster  from  genetic  experimentation,  and  you  get  "a  fairly 
bleak  picture  of  the  coming  decades. " 

"What  a  legacy  for 
our  children!" 

An  interview  with  Prince  Sadruddin  Aga  Khan 


By  Pranay  Gupte 


In  the  1981  election  for  Secre- 
tary-General of  the  United  Na- 
tions, the  candidate  who  obtained 
the  largest  number  of  votes  did  not  get 
the  job.  Prince  Sadruddin  Aga  Khan, 
an  Iranian  uncle  of  the  Aga  Khan 
(Forbes,  Nov.  17,  1986),  won  by  vote 


but  was  vetoed  by  the  Soviet  Union. 
Why  the  Soviet  veto? 

Partly  because  Prince  Sadruddin 
was  suspected — and  rightfully  so — of 
having  pro-free-enterprise  leanings. 
Even  worse  from  the  Soviet  point  of 
view,  Sadruddin  is  a  man  who 
marches  to  his  own  drummer.  But 
that,  of  course,  means  he  would  be  no 


mere  mouthpiece  of  the  U.S.  and  his 
friends,  either. 

Javier  Perez  de  Cuellar  of  Peru  got 
the  job.  This  amiable  but  malleable 
man  has  held  the  $168,000-a-year  job 
for  the  last  six  years  with  a  notable 
lack  of  distinction.  The  United  Na- 
tions has  lost  further  credibility  in 
resolving  disputes,  and  the  159-mem- 


Koni  Nordmann/Uinlact 


Prince  Sadruddin  in  his  Geneva  office 
sith  in  free  enterprise,  but  by  no  means  uncritical  of  the  V.S.  and  the  West — in  short,  his  own  man. 


100 


FORBES,  JUNE  15,  1987 


The  Cutting  Edge 

It  slips  through  air  like  a  wing 

in  flight. 
Elegant,  streamlined,  decidedly 

functional  -  Peterbilt's  high 
performance  Model  377  is  the 
cutting  edge  in  aerodynamic 
styling.  Styling  designed  for 
reduced  fuel  expenditures.  And 

improved  cash  flow. 
Consider  the  precise  geometry  of 
its  smooth,  contoured  bumper. 
Its  angular,  integrated  headlights. 

Its  sleek,  sweptback  fenders. 
Details  of  an  overall  anatomy  that 

speaks  of  far  more  than  a  **",M" 
token  commitment  to  increased 

fuel  savings. 
An  attention  to  quality  detailing 

you'll  find  in  every  aspect  of 
Peterbilt  design,  regardless  of 
model.  With  each  system  and 
component  working  in  concert 
to  deliver  something  hard  to  find 
nowadays:  your  money's  worth. 
Peterbilt.  For  companies  in  a 
Class  all  their  own. 


TTl  w 


For  the  name  of  the  Peterbilt 
dealer  nearest  you, 
call  800-447-4700. 


firfehMT 


"But  bankers  alone  cannot 
sort  out  the  problem.  Neither 
can  politicians.  It  will  have 
to  be  a  concerted  effort  that 
takes  into  account  the 
social,  economic,  political 
and  developmental 
concerns  of  the  Third  World 
as  much  as  the  financial 
health  of  big  banks  and  the 
stability  of  the  world 
financial  system." 


ber  world  organization  has  suffered  its 
worst  financial  crisis.  Staff  hirings, 
assignments  and  promotions  have  re- 
flected the  disproportionate  influence 
of  the  Soviet  Union  and  its  fellow 
travelers. 

Prince  Sadruddin,  54,  still  com- 
mands huge  international  influence. 
He  is  currently  cochairman  (along 
with  Crown  Prince  Hassan  bin  Talal 
of  Jordan)  of  the  Independent  Com- 
mission on  International  Humanitar- 
ian Issues.  And  there's  his  family's 
immense  fortune.  Sadruddin  clearly 
would  love  another  shot  at  the  U.N.'s 
top  job.  He  is  also  a  leading  candidate 
to  take  over  leadership  of  trouble- 
plagued  Unesco.  If  he  were  to  take  the 
Unesco  position,  it  could  set  the  stage 
for  a  return  to  that  organization  by 
the  U.S. — which  withdrew  from  the 
agency  a  couple  of  years  ago  because 
of  Unesco's  inept  management  and 
anti-West,  pro-Moscow  rhetoric. 

Forbes  recently  interviewed  Sad- 
ruddin in  New  York  and  Geneva.  In 
expressing  his  views  on  the  world  sit- 
uation, he  confirmed  that  he  does 
have  great  faith  in  free  enterprise,  but 
he  was  by  no  means  uncritical  of  the 
U.S.  and  the  Western  world  in  gener- 
al. In  short,  Prince  Sadruddin  is  in- 
deed his  own  man. 

Forbes:  How  do  you  see  the  Third  World's 


debt  problem? 

Sadruddin:  Last  year  the  foreign  debt 
of  developing  nations  passed  the  $1 
trillion  mark.  Most  Third  World 
countries  are  now  paying  40%  or 
more  of  their  foreign-export  earnings 
merely  to  meet  interest  payments, 
while  local  markets  are  stagnating. 

The  poor  [countries]  are  required  to 
run  faster  and  faster  to  stay  at  the 
same  pace  of  development.  This  can- 
not go  on.  The  unilateral  steps  taken 
recently  to  suspend  or  drastically  trim 
debt-service  payments  by  countries 
like  Peru  and  Brazil  are  indicative  of 
the  shape  of  things  to  come. 

Short-term  measures  like  the  Baker 
Plan  cannot  suffice  in  global  terms: 
Increasing  indebtedness  means  not 
only  prolonging  the  agony  but  also 
aggravating  the  disease. 

The  multilateral  institutions,  such 
as  the  World  Bank  and  the  Interna- 
tional Monetary  Fund,  should  show 
greater  empathy  in  their  policies  to- 
ward developing  countries.  For  exam- 
ple, the  IMF  shouldn't  impose  on  the 
overindebted  countries  such  loan  con- 
ditions as  might  cause  social  or  politi- 
cal upheavals  or  lead  to  the  overthrow 
of  democratic  governments. 

One  possibility  to  achieve  stability 
might  be  a  world  Marshall  Plan  in 
reverse — the  debtor  countries  should 
be  allowed  to  repay  a  major  portion  of 


PLAINLY  MORE. 

Canon's  new  FAX-620  brings  the  convenience  of  plain  paper  facsimile 
to  more  businesses  than  ever  before. 

Now  there's  a  plain  paper*  facsimile  within  reach  of  most  any  budget.  The  new  Canon  FAX-620. 
It  not  only  prints  your  messages  with  superb  clarity  on  paper  as  good  as  the  original, 

it  transmits  halftones,  too.  And  speed-dials  up  to  49  locations,  sending  a  crisp,  clear  page 
in  seconds.  It  also  sends  confidential  messages  and  relay  commands  to  another  Canon  fax  with 

compatible  features.  All  for  a  price  that  makes  plain  paper  facsimile  just  plain  affordable. 


•Thermal  transfer  plain  paper 


nrCTN  PLAIN 
\\P)  PAPER 
JTJ  FACSIMILE 


FORBES,  JUNE  15,  1987 


the  interest  and  amortization  into  a 
local  development  fund.  The  avail- 
ability of  capital  in  this  manner 
would  boost  industry  and  agriculture. 
This  will  eventually  lead  to  enlarging 
local  markets  for  importing  machin- 
ery and  technology. 

What  about  the  private  hanks,  which  are 
stuck  with  these  loans? 
At  the  time  these  banks  went  into  the 
loan  business  in  developing  countries 
in  a  big  way,  they  did  not  pay  enough 
attention  to  the  implications  of  their 
visible  short-term  gains  as  compared 
with  long-term  stability  of  those 
countries. 

[But]  bankers  alone  cannot  sort  out 
the  problem.  Neither  can  politicians. 
It  will  have  to  be  a  concerted  effort 
that  takes  into  account  the  social, 
economic,  political  and  developmen- 
tal concerns  of  the  Third  World  as 
much  as  the  financial  health  of  big 
banks  and  the  stability  of  the  world 
financial  system. 

If  only  three  major  debtors — Argen- 
tina, Brazil  and  Mexico — were  to  de- 
cide to  withhold  payment  of  principal 
and  interest  for  just  one  single  year, 
this  would  be  enough  to  cause  uncon- 
trollable panic. 

As  a  man  much  involved  with  refugees 
and  problems  of  hunger,  why  do  you 


think  these  problems  are  increasing? 
One  of  the  main  reasons  is,  of  course, 
the  increasing  vulnerability  of  popu- 
lations in  the  developing  countries. 
The  denser  the  population,  the  greater 
the  vulnerability. 

It  is  not  enough  to  throw  money  at 
problems.  The  world  community  re- 
sponds to  the  "loud  emergencies" — 
such  as  the  famine  in  Africa — but  gen- 
erally fails  to  promote  sustained  eco- 
nomic growth  and  sound  economic 
policies  in  Third  World  countries  that 
are  most  prone  to  disasters. 

Wfxit  kind  of  disaster? 
The  most  widespread  danger  is  of  in- 
dustrial disasters.  What  happened  in 
Bhopal  or,  more  recently,  in  Basel,  can 
happen  in  many  other  countries  many 
times  over.  Many  big  industrial 
plants,  especially  in  pharmaceuticals 
and  pesticide  industries,  are  getting 
old  and  dilapidated.  Population  densi- 
ty around  them  has  increased  because 
of  the  lack  of  strict  controls  by  local 
authorities. 

Another  of  my  concerns  is  the  pos- 
sibility of  genetic  disasters.  Spectacu- 
lar progress  is  being  made  in  genetic 
engineering.  [But]  heretofore  un- 
known or  undiagnosed  biological 
complications  are  likely  to  emerge  in 
the  coming  decades.  Add  to  this  the 
risks  from  experimentation  and  man- 


It  is  not  enough  to  throw 
money  at  problems.  The 
world  community  responds 
to  the  "loud  emergencies" — 
such  as  the  famine  in 
Africa — hut  generally  fails 
to  promote  sustained 
economic  growth  and  sound 
economic  policies  in  Third 
World  countries  that  are 
most  prone  to  disasters. 


SIMPLY  MORE. 

For  ifs  small  size  and  price,  Canon's  new  FAX-230  outperforms 
every  other  facsimile  in  its  class. 

Small  enough  to  fit  on  any  desk,  the  new  FAX-230  does  things  no  other  fax 
in  its  price  range  can.  Like  send  picture-perfect  halftones.  Even  confidential  messages  and 
relay  commands  like  the  FAX-620.  And  with  speed-dialing  plus  transmission  in  seconds, 
it's  simply  the  most  reasonable  way  tpput  big  fax  performance  in  any  office. 
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"Unesco  shouldn't  become 
a  political  cockpit/or  stale 
debate  or  a  forum  for 
confrontation.  Its  budget 
should  focus  more  on 
specific  projects,  rather 
than  on  straitjacketing 
culture.  Unesco's  work  and 
debates  need  to  be 
depoliticized  to  the  greatest 
possible  extent— just  as 
much  as  its  bloated 
bureaucracy  needs  to  be 
trimmed  and  streamlined." 


ufacture  of  biological  and  chemical 
weapons,  and  you  have  a  fairly  bleak 
picture  of  the  coming  decades. 

What  else  worries  you? 
Military  spending  in  the  Third  World 
has  increased  fivefold  since  1960.  One 
billion  people  live  in  countries  con- 
trolled by  military  governments.  In  a 
world  that  spends  a  trillion  dollars 
annually  on  military  programs,  one 
person  in"  three  cannot  read  and  write 
and  one  in  four  goes  hungry. 
What  a  legacy  for  our  children. 

Tljeres  been  much  criticism  of  the  United 
Nations  in  this  country.  Do  you  approve 
of  the  way  U.N.  leadership  is  chosen? 
Unfortunately,  candidates  aren't  nec- 
essarily judged  or  selected  on  the  basis 
of  merit.  It  is  the  principle  of  geo- 
graphical rotation  or  balance  that  de- 
cides not  only  the  presidency  of  the 
General  Assembly,  or  the  members  of 
U.N.  committees,  but  also  frequently 
the  incumbents  for  senior  U.N.  exec- 
utive posts.  This  principle  is  seeming- 
ly being  applied  to  the  U.N.  Secretary- 
Generalship,  and  I  see  here  a  very 
serious  risk  of  regional  confrontation. 
For  instance,  since  Secretary-General 
Javier  Perez  de  Cuellar  is  from  Latin 
America,  should  the  next  Third 
World-er  automatically  be  an  Afri- 
can? Since  we've  already  had  three 
West  Europeans  in  the  top  job,  does 
this  mean  that  the  next  person  from 
the  North  to  become  Secretary-Gen- 
eral should  be  an  East  European?  If 
you  argue  along  the  lines  of  regional 
distribution,  surely  the  East  Europe- 
ans have  a  valid  claim. 

Wfjat  about  Unesco,  which  has  so  an- 
gered the  U.S.  that  we  have  withdrawn 
from  the  body? 

Unesco  shouldn't  become  a  political 
cockpit  for  stale  debate  or  a  forum  for 
confrontation.  Its  budget  should  focus 
more  on  specific  projects,  rather  than 
on  straitjacketing  culture.  Unesco's 
work  and  debates  need  to  be  depoliti- 
cized to  the  greatest  possible  extent — 
just  as  its  bloated  bureaucracy  needs 
to  be  trimmed  and  streamlined. 

One  of  Unesco's  longstanding  pet  themes 
has  been  the  "New  International  Infor- 
mation Order."  To  Westerners,  this 
sounds  like  an  advocacy  of  government 
censorship. 

There  can  be  little  doubt  that,  whatev- 
er its  inherent  merits  or  demerits,  the 
controversy  around  the  "New  Interna- 
tional Information  Order"  has  badly 
damaged  Unesco's  image.  Starting 
with  the  principle  of  freedom  of  the 
press,  the  arguments  usually  end  up 
revolving  about  the  "objectivity"  and 


"truthfulness"  of  the  media.  There  are 
many  perceptions  of  truth.  Many  valid 
inferences  and  differing  observations 
can  be  made  about  every  event. 

It  is  important  to  recognize  that  thei 
media  do  not  exist  in  a  vacuum.  They 
exist  in  a  specific  context.  They  have 
different  masters,  some  political,  oth- 
ers corporate  or  communal.  What  a 
particular  society  deems  to  be  impor- 
tant will  differ,  as  will  the  audience 
addressed  by  each  medium. 

[But]  what  must  be  ensured  is  the 
freedom  of  expression  as  well  as  un- 
hindered access  to  what  others  con- 
sider to  be  newsworthy,  coupled  with 
full  awareness  of  the  interests  that 
control  any  particular  medium. 

How  can  the  United  Nations  be  made  to 
work  better? 

The  United  Nations  system  pos- 
sesses, theoretically  at  least,  the  insti- 
tutional and  material  capacity  to  rise 
to  challenges.  Its  response,  however, 
has  seldom  been  speedy  or  adequate. 
Late  on  the  scene,  rarely  visible  to  the 
public,  marred  by  internal  problems 
of  coordination,  the  U.N.'s  credibility 
has  suffered  on  many  occasions. 

As  for  the  U.N.  system  as  a  whole, 
it  comes  down  to  trimming  the  fat, 
streamlining  the  bureaucracy  and  im- 
proving the  quality  of  expertise. 
There  must  be  improved  coordination 
on  the  administrative  side. 

How  can  development  be  stimulated  in 
the  Third  World? 

I  think  the  whole  development  thrust 
has  to  be  reconsidered  because  it  has 
failed.  You  cannot  have  any  kind  of 
smooth  development  unless  you  also 
have  political  stability.  And  you  can- 
not achieve  political  stability  unless 
you  govern  with  the  trust  and  confi- 
dence of  your  people. 

International  development  agen- 
cies often  say,  "We  only  do  what  sov- 
ereign governments  ask  us  to  do."  But 
I  don't  think  the  development  game 
should  be  played  this  way.  We  must 
include  ordinary  people,  especially 
farmers,  more  intensively  in  "devel- 
opment"— otherwise  development  is 
doomed.  All  too  often  in  the  Third 
World,  farmers  are  treated  as  second- 
class  citizens.  We  must  restore  digni- 
ty to  them. 

Hou '  u  'ouldyou  sum  up  the  lessons  learned 
in  30  years  workitig  for  international 
cooperation  and  betterment? 
We  must  change  course.  Our  vision 
must  become  more  holistic.  Like  the 
astronauts,  people,  and  particularly 
their  governments,  must  see  the 
world  for  what  it  is — beautiful,  but 
small  and  very  vulnerable.  ■ 
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As  the  largest  open  competition  in 
golf  and  one  of  the  world's  most  covet- 
ed championships,  the  U.S.  Open  has 
become  a  magnet  to  professional  and 
amateur  players  everywhere. 

But  the  renown  of  today's  tourna- 
ment could  hardly  have  been  foreseen 
by  the  golfers  at  the  first  Open. 


1987:  The  Olympic  Club,  site  of  the  U.S.  Open. 

There  were  just  eleven  of  them  that 
October  day  in  1895,  and  only  two  hun- 
dred spectators  to  cheer  them  through 
four  rounds  of  nine  holes  at  Newport 
Golf  Club. 

Ten  professionals  and  one  amateur 
competed.  British  pro  Horace 
Rawlins  captured  the  medal 
and  a  modest  cash  prize. 

America  had  to  wait  sixteen 
years  for  one  of  its  own  to  take 

the  title.  John  J. 
McDermott  did  it 
in  1911.  The  Mow- 
ing year  he  not 
only  repeated  his 
triumph,  but  also 
became  the  first 
man  to  break  par 
for  72  holes 
Today,  as 

many  as  5000  entrants  vie  for 
the  156  starting  places 
through  local  and  sectiona 
qualifying  rounds.  The 

Photograph  of  McDermott  reprinted 
with  permissron  ot  U  S  G  A 


Ray  Floyd,  winner  of  the  1986  U.S.  Opt 


1911:  John  J.  McDermott, 
first  American  to  win. 


The  U.S.  Open  and  Rolex: 
Two  of  the  game's 
most  venerable  names. 


player  with  the  lowest  score  for  72  holes 
claims  the  Championship  Cup  for  a 
year  and  a  gold  medal.  Pro- 
fessionals  are  also  awarded 
y  >     a  substantial  cash  prize. 
The  1987  purse  is  $825,000. 
At  a  tournament  so 
distinguished  it  has  become 
a  classic,  it  isn't  surprising  that 
a  classic  timepiece  is 
so  often  the  one  of  AU* 
hoice-Rolex.  W 

ROLEX 


Oyster  Perpetual  Day-Date  with  12  diamonds  on  bezel  and  bark  finish  President  bracelet  in  18kt  gold. 
Write  for  brochure.  Role.x  Watch  U.S.A.,  Inc.,  Dept.181  Role*  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383. 
~.     _       in  n  ©  1987 Rolex  Watch  U.S.A.,  Inc. 

Oyster  Perpetual.  Day-Date  and  President  are  trademarks 


Hollywood  movie  and  television  produc- 
ers have  a  new  weapon  in  their  increasing- 
ly successful  attack  on  high-cost  labor. 


Union  shopping 


By  Alex  Ben  Block 


Slowly,  perhaps,  but  steadily, 
featherbedding  unions  that 
have  bloated  Hollywood  film 
budgets  are  slitting  their  own  throats. 
They  have  inflated  the  cost  of  movies 
and  TV  shows  (Forbes,  Aug.  25,  1986] 
to  the  point  where  many  studios  now 
simply  flee  union  jurisdictions  to  film 
in  cheaper  climes.  This  year,  as  a  re- 
sult, on  the  sets  of  more  than  half  the 
films  that  will  be  made  by  U.S. -based 


lit 


studios,  only  the  director,  writer  and 
the  actors  will  be  union  members. 
Quite  a  switch  from  a  decade  ago, 
when  few  films  dared  employ  anyone 
who  was  not  a  union  member. 

The  move  to  nonunion  crews  had 
been  pushed  first  and  hardest  by 
smaller,  independent  producers.  But 
now  major  studios,  more  anxious 
than  ever  to  cut  costs  and  therefore 
more  willing  to  run  the  attendant 
risks  of  work  stoppages,  are  finding 
new  ways  to  sidestep  the  full  price  of 


organized  labor. 

A  growing  number  are  actuall 
shopping  around  for  unions  that  wi 
give  them  the  lowest  rates  and  mog 
flexibility  on  work  rules.  If  camera 
men,  gaffers  and  lighting  technician 
from  the  "1A"  (to  civilians,  the  Inte< 
national  Alliance  of  Theatrical  Stag 
Employees)  cost  too  much,  mayb 
craftsmen  from  the  National  Associa 
tion  of  Broadcast  Employees  an 
Technicians  (Nabet)  will  shoot  thj 
film  for  less.  Frequently,  they  will. 

So  Rags  to  Riches,  an  hour-long  musi 
cal  comedy  drama  from  New  Worl 
Pictures,  recently  renewed  by  NBC 
for  the  fall  season,  culls  its  crew  frorj 
Nabet.  Savings  per  episode:  $50,00(1 
or  about  5%  of  the  total  cost,  plui 
more  flexible  hiring  and  work  rule! 
that  are  valuable  to  the  producer  bu( 
hard  to  quantify. 

In  years  past  Nabet  was  never  nerv 
enough  to  vie  for  feature  film  jobs  i] 
Hollywood  (although  it's  been  activi 
in  New  York),  sticking  mostly  ti 
commercials.  But  in  the  last  few  year 
IA's  grip  has  slipped  as  new  small  filn 
distributors  and  independent  produc 
ers  have  become  increasingly  impol 
tant.  IA,  while  maintaining  its  hold 
for  the  most  part  on  bigger  studn 
films,  has  been  unable  to  retaliate  e| 


es  Executive  Producer  Leonard  Hill 
rewfrom  Nabet,  instead  of  IA,  adds  up  to  $ 50,000  per  episode. 


Max  Aguilera-HellwegJ 
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Slowly  but  surely  ISDN 
will  pass  today's  communications  systems  by 

All  except  one. 

^rge  companies  are  looking  for  a  voice  and 
ta  system  that  grows  more  valuable  every  day. 
AT&T  Comes  Through. 

ie  changes  in  AT&T's  System  85  aren't  much  to  look 
a  new  circuit  here,  a  new  interface  there,  and  new 
tware  all  round.  But  the  results  will  be  as  plain  as 
t  numbers  in  an  annual  report. 
Result:  New  features  will  make  it  easier  for  your 
ople  to  do  business -and  for  others  to  do  busi- 
ss  with  you. 

Result:  A  new  ISDN  interface  can  unite  voice  and 
pi  products  made  by  different  vendors  in  a  single 
mpany-wide  network,  reducing  your  need  for 
igle-purpose  lines. 

Result:  As  ISDN  technology  advances,  the  new 


AT&T 

The  right  choice. 


AT&T  System  85  will  be  your  gateway  to  any  ISDN- 
ready  system  anywhere. 

As  you  read  this,  AT&T  people  are  quietly  helping 
create  the  ISDN  standards  mat  will  vastly  simplify  data 
communications  around  the  world.  You  can  expect 
AT&T's  System  85  to  keep  pace.  It  is  no  accident  that 
AT&T  provides  the  only  written  upgrade  policy  in 
the  industry. 

To  learn  more,  contact  your  AT&T  Account 
Executive.  Or,  for  the  number  of  j 
our  office  nearest  you,  please 
telephone  1  800  247-1212. 

From  equipment  to  net- 
working, from  computers 
to  communications, 
AT&T  comes  through. 


The  move  to  nonunion 
crews  had  been  pushed  first 
and  hardest  by  smaller, 
independent  producers.  But 
now  major  studios  .  .  .  are 
finding  new  ways  to 
sidestep  the  full  price  of 
organized  labor.  A  growing 
number  are  shopping 
around  for  unions  that  will 
give  them  the  lowest  rates. 


fectively.  Low  budget  crews  are  rela- 
tively indifferent  to  pleas  of  union 
organizers. 

"I  strongly  believe  the  Hollywood 
IA  has  become  to  our  industry  what 
the  railroad  unions  were  to  railroads 
years  ago,"  says  Leonard  Hill,  39,  ex- 
ecutive producer  of  Rags  to  Riches. 
"They  insist  we  work  with  unrealisti- 
cally  padded  crews.  And  in  many  job 
classifications  they  are  rewarded  vast- 
ly in  excess  of  their  contribution  to 
the  process." 

The  IA,  with  over  700  locals  in  the 
U.S.  and  Canada  and  a  membership  of 
about  65,000  (22,000  in  Hollywood), 
is  understandably  unhappy.  But 
Marque  Neal,  business  agent  for  Local 
531  of  Nabet  in  Hollywood,  insists  his 
members  aren't  trying  to  take  work 
away  from  the  IA.  He  argues  that  any 
union  is  better  than  forcing  studios 
out  of  Hollywood  to  engage  nonunion 
crews  elsewhere. 

The  first  real  union  shopping  in  net- 
work television  came  three  years  ago 
on  the  NBC  show  Golden  Girls,  which 
mixed  craftsmen,  such  as  the  lighting 
designer,  from  Nabet  with  IA  Local  33 
stagehands.  "When  [Golden  Girls]  won 
an  Emmy,  that  really  put  us  on  the 
map,"  says  Neal. 

Golden  Girls,  produced  by  a  small 
independent  called  Witt-Thomas- 
Harris,  is  also  unusual  because  it 
draws  its  actors  from  the  American 
Federation  of  Television  and  Radio 
Artists  (Aitra),  instead  of  the  Screen 
Actors  Guild,  which  supplies  most 
other  series  made  in  Hollywood.  Ai- 
tra, like  Nabet,  offers  more  flexible 
working  conditions.  However,  anoth- 
er Witt-Thomas  show,  It's  a  Living,  is 
done  through  the  Screen  Actors  Guild 
because  their  rules  on  the  use  of  ex- 
tras are  more  liberal.  "We  are  able  to 
cherry-pick  among  various  unions 
based  on  the  need  for  each  show," 
says  a  company  executive. 

But  even  major  studios  that  are 
locked  into  union  agreements  are 
finding  ways  to  finesse  their  produc- 
tion costs.  Lorimar  Tele-pictures  (pro- 
ducer of  Dallas,  etc.),  for  example,  last 
month  provided  CBS  with  a  miniser- 
ies  called  Roses  Are  for  the  Rich.  It  was 
developed  inside  Lorimar,  but  when 
production  costs  got  too  high,  Lori- 
mar withdrew  as  the  producer  and 
turned  it  over  to  an  independent. 
Once  made,  without  union  crafts- 
men, the  miniseries  was  "picked  up" 
for  distribution  by  Lorimar,  treated 
like  any  purchase  from  outside. 

New  World,  which  also  uses  Nabet 
on  ABC's  Sledge  Hammer,  has  rapidly 
grown  into  one  of  the  top  TV  produc- 
ers by  using  a  variety  of  these  new 
tricks.  For  Tour  of  Duty,  a  series  com- 


ing this  fall  about  soldiers  fighting  i 
the  Vietnam  War,  New  World  picke 
Hawaii  as  the  permanent  productio 
location.  A  key  New  World  executiv 
says  they  were  able  to  make  a  dej 
with  the  IA  local  in  Hawaii  for  sah 
ries  well  below  the  Los  Angeles  rat< 
saving  about  15%  on  the  production 

At  the  same  time,  a  Los  Angeles  L 
local  that  represents  cameramen  an 
still  photographers  has  taken  thing 
into  its  own  hands  by  creating  "ta 
orange  book  contract."  This  allow) 
movie  producers  to  take  a  few  key  L 
members — the  director  of  photogn 
phy  and  members  of  his  camera  crevi 
for  example — outside  Los  Angela 
County  on  location  in  any  of  13  west 
em  states  and  hire  the  rest  of  the  crei 
from  the  IA  local  closest  to  the  loc^ 
tion.  Salaries  outside  Los  Angeles  an 
a  bit  lower,  of  course,  and  using 
predominantly  local  crew  means  th| 
producer  eliminates  much  of  the  cos 
of  housing  and  feeding  a  large  crew 
"We've  taken  a  lot  of  heat  [from  othti 
IA  members]  simply  because  it's 
change  from  the  way  things  have  bee 
done  for  the  last  60  or  70  years,"  sa^ 
Robert  Marta,  who  has  been  execii 
tive  director  of  the  International  Phc 
tographers  Guild  Local  659  for  th 
past  eight  months.  One  movie  cuj 
rently  benefiting  from  the  orang 
book:  Leonard:  Part  VI,  a  comedy  froi 
Columbia  Pictures  starring  Bu 
Cosby,  due  in  December. 

The  IA  national,  slow  to  react  to  th 
trend  but  now  apparently  convince 
that  it  has  a  problem,  has  begun  i 
adapt.  A  little.  It  has,  for  example 
eliminated  longtime  seniority  rule 
that  made  the  younger  craftsme 
many  producers  prefer  the  last  to  d 
hired.  It  has  also  proposed  an  indui 
trywide  agreement  covering  low-bu« 
get  movies  (under  $6  million)  th* 
would  cut  health  and  welfare  pal 
ments  in  half,  end  extra  pay  for  worl 
ing  at  night  and  eliminate  salary  pai 
ments  to  members  for  days  off  whil 
on  location. 

Hollywood's  big  craft  unions  ma 
finally  be  realizing  that  they  are  fai 
ing  the  same  fate  as  railroad  firemei 
Says  Sidney  Jay  Sheinberg,  presidei 
of  MCA  Inc.:  "There's  no  questic 
that  if  the  unions  don't  aggressive] 
respond  and  help  find  ways  to  cop' 
they  will  lose  more  and  more  of  ti 
business.  It's  just  that  simple." 

Even  18  months  ago,  the  unior 
would  likely  have  brushed  off  th 
sort  of  talk  as  no  more  than  big-studi 
posturing.  But  these  days  the  ale: 
among  them  are  taking  it  very  ser 
ously.  "Our  challenge  is  to  make  suj 
we  have  a  future,"  says  IA's  Robe 
Marta.  Lights,  camera,  action.  ■ 
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Waxman  Industries'  Waxman  brothers, 
\rmond  and  Melvin,  nearly  went  under  a 
few  years  back.  They  say  they  have  learned 
'heir  lesson.  Have  they? 


Back  from 
the  brink 


By  Gretchen  Morgenson 

Do  you  remember  where  you 
were  when  the  bull  market 
started?  Armond  Waxman 
loes.  Waxman  is  president  of  Cleve- 
and's  Waxman  Industries,  a  distribu- 
or  of  plumbing,  electrical  and  hard- 
vare  supplies.  In  the  summer  of  1982, 
is  the  market  was  building  steam,  he 
aced  shareholders  with  the  news  that 
let  income  at  the  company  had 


plunged  83%— to  $51,000  from 
$301,000  a  year  earlier.  Per  share,  that 
meant  earnings  dropped  from  1 7  cents 
to  a  pathetic  3  cents  in  1982.  The 
stock  sank  from  2%  in  1980  to  3A  in 
1982.  Recalls  Waxman  with  a  shud- 
der: "We  were  treading  water,  almost 
debilitated,  really  struggling." 

Today  Waxman  is  back  in  the  pink. 
Since  1982  Waxman  Industries'  reve- 
nues have  tripled,  to  almost  $100  mil- 
lion. Net  income  has  increased  to  $2.8 


rmond  Waxman,  president  of  Waxman  Industries 
T  pipes  are  drab;  the  profits  aren't. 


million,  an  adjusted  45  cents  per 
share.  The  stock,  after  a  3-for-2  split 
in  1985  and  a  2-for-l  split  in  January, 
now  trades  at  101A.  At  that  price,  the 
Waxman  family's  45%  of  the  compa- 
ny is  worth  $29  million. 

How  did  Waxman  and  his  older 
brother  Melvin,  the  company's  chair- 
man, create  such  excitement  out  of  a 
decidedly  dull — and  almost  dead — 
family  business?  And  how  did  they 
lead  it  to  the  brink? 

The  brothers'  father,  Stanley,  was  a 
Russian  immigrant  who  started  a 
used  plumbing  supply  business  in  a 
Cleveland  inner-city  storefront  in 
1934.  Armond,  now  48,  says  neither 
he  nor  Melvin  ever  considered  any- 
thing but  going  into  the  business, 
which  Stanley  handed  over  to  them  in 
1965.  They  brought  Waxman  Indus- 
tries public  in  1971. 

The  company  supplies  drains,  fau- 
cets, circuit  breakers,  copper  tubing 
and  other  such  basics  to  hardware  and 
home  centers  around  the  country. 
Thus,  the  booming  do-it-yourself 
home  improvement  market  played  a 
major  role  in  Waxman  Industries'  res- 
urrection. With  plumbers  and  carpen- 
ters now  charging  as  much  as  $50  an 
hour,  retail  sales  in  the  home-im- 
provement-by-hand industry  topped 
allure  Group    $60    billion    last  year. 

Many  analysts  expect  this 
figure  to  exceed  $100  bil- 
lion by  1990. 

But  Waxman's  survival 
involves  more  than  being 
in  the  right  place  at  the 
right  time.  After  all,  not  all 
hardware  concerns  have 
fared  so  well.  Belknap,  a 
venerable  hardware  manu- 
facturer in  Louisville,  Ky., 
folded  in  1 985.  So  the  Wax- 
man  brothers  must  have 
done  something  right  on 
their  own. 

Mostly  what  they  did 
right  was  learn  from  what 
they  did  wrong — no  easy 
trick  in  any  business. 

The  problem  traces  to 
1974.  That's  when  the 
brothers  decided  to  ex- 
pand into  the  highly  com- 
petitive northern  Califor- 
nia building  supplies  mar- 
ket. They  did  so  by  buying 
an  electrical  and  a  plumb- 
ing distributor  in  1974. 
The  distributors  had  good 
sales  but,  as  it  turned  out, 
little  or  no  profits. 

Pretty  soon  the  lack  of 
profits  from  the  West 
Coast  operations  was 
hurting  Waxman  Indus- 
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tries.  Armond  and  Melvin,  spending 
all  their  time  trying  to  turn  the  busi- 
ness around,  were  neglecting  their  op-' 
erations  back  in  Cleveland. 

High  interest  rates,  meanwhile, 
were  hammering  at  the  home  build- 
ing and  improvement  market.  Rates 
also  clobbered  Waxman  Industries,  al- 
ways highly  leveraged. 

To  add  to  these  troubles,  a  major 
customer,  Handy  City,  left  in  1980, 
forcing  the  Waxmans  to  close  their 
big  Atlanta  distribution  center. 

Today  Armond  Waxman  says  he 
and  his  brother  have  learned  from 
their  mistakes.  "Now,  if  we  are  look- 
ing to  buy  a  company,  we  don't  want 
to  go  in  and  make  major  changes,"  he 
says.  "We  do  not  think  we  are  bril- 
liant turnaround  artists.  If  present 
management  cannot  make  money  at  a 


company,  who's  to  say  we  can?" 

Since  the  dog  days  of  1982,  the 
Waxmans  have  made  some  very 
smart  acquisitions  that  have  brought 
back  customers  and  turned  Waxman 
Industries  into  one  of  the  nation's 
leading  one-stop  plumbing,  electrical 
and  hardware  suppliers,  patronized 
alike  by  professional  contractors  and 
the  do-it-yourself  crowd.  In  1984,  for 
example,  Waxman  Industries  bought 
Barnett  Brass  &.  Copper,  the  nation's 
largest  mail-order  plumbing  and  elec- 
trical supplier.  In  effect,  this  gave  the 
brothers  50,000  captive  customers 
and  prospects. 

In  1985  they  bought  LeRan  Copper 
&  Brass,  a  Michigan  supplier  of  copper 
tubing  and  fittings.  The  5,000  cus- 
tomers that  came  along  with  LeRan 
were  mostly  lumberyards,  contractors 


Brute  Zake/Picture  Group 


and  smaller  hardware  stores.  Thes< 
nicely  complemented  Waxman's  larg 
er  customers  like  K  mart,  Sears  anc 
Home  Depot. 

Because  Waxman  Industries  sell: 
both  bulk  and  packaged  products,  i 
can  and  does  sell  its  goods  to  ever 
type  of  retailer:  warehouse  home  cern 
ters,  mass  merchandisers,  lumber 
yards  and  corner  hardware  store$ 
There  is  safety  in  such  a  diversified 
customer  base.  Waxman's  vulnerabilj 
ity  to  any  given  retailer's  problems-] 
such  as  those  encountered  by  thi 
troubled  Mr.  How  stores — is  mini] 
mized;  Waxman  says  no  one  customj 
er  accounts  for  more  than  7%  of  th\ 
company's  total  sales. 

Many  of  the  hardware  supplier] 
that  have  gotten  into  trouble  assume<j 
that  their  customers  were  profession) 
als  who  knew  how  to  install  a  sinl 
trap  or  a  shower  head.  But  the  Wax 
mans  have  long  assumed  their  cua 
tomers  were  dopes  and  provided  in) 
structions  with  their  goods  that  thj 
least  handy  consumer  can  follow! 
From  that,  among  other  reasons,  ha| 
evolved  enviable  consumer  loyalty  til 
Waxman  products. 

The  Waxman  brothers  enjoy  com 
siderable  retailer  loyalty,  too.  Theil 
in-store  racks,  bins  and  well-orga) 
nized  displays  make  their  hardwan 
an  easy  sell.  An  inspired  marketinj 
tool:  Waxman  helps  its  retailers  lur| 
customers  by  sponsoring  in-ston 
clinics  that  teach  consumers  how  a 
solder,  wire  and  do  other  arcane 
things. 

If  there  is  a  cloud  on  the  Waxmans' 
and  their  shareholders',  horizon  it  i 
Waxman  Industries'  increasinglj 
heavy  debt  load.  Since  1984  the  com] 
pany's  long-term  debt  has  quadrupled 
to  about  $46  million,  71%  of  total 
capitalization. 

Waxman's  interest  expense  hai 
jumped  almost  sixfold  during  tfy 
same  period.  Worries  Elliott  Schlangj 
a  senior  vice  president  at  Cleveland' 
Prescott,  Ball  &  Turben,  who  follow) 
smaller  midwestern  companies:  '1 
prefer  a  company  to  be  self-funding  in 
its  growth." 

Armond  Waxman  insists  there  il 
nothing  to  worry  about,  arguing  thai 
acquisitions  require  leverage.  "We'n 
a  growth  company,  and  we're  lookinj 
for  opportunities,"  he  says.  And,  hi 
predicts:  "We  will  hit  $500  million  ii 
sales  a  lot  quicker  than  it  took  us  tj 
get  to  $100  million." 

Maybe.  But  shareholders  who  re 
member  the  summer  of  1982  wouli 
probably  sleep  a  little  more  soundly  i 
the  daring  Waxman  boys  would  grov 
a  little  more  slowly  and  a  little  mon 
solidly.  ■ 


no 
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What  is  a  family  supposed  to  do  when  critical 
illness  strikes? 

See  a  second  doctor?  Listen  to  the  first  doctor? 
<\re  there  options  no  doctor  has  mentioned? 

Few  people  can  cope  with  decisions  like  these  in 
■he  face  of  a  major  illness. 

Which  is  why  we  offer  seriously  ill  patients,  and 
heir  families,  something  they  very  Padly  need.  Help. 

At  the  CIGNA  companies,  we  make  professional 
;:ase  managers  availaPle  to  patients  whose  lives 
jnay  depend  on  a  single  decision.  Patients  who 
need  to  know  every  medical  option  availaPle. 

As  registered  nurses  with  specialty  training,  these 
;ase  managers  have  the  resources  to  uncover  all 
he  options  quickly.  And  in  doing  so,  they've  had  a 
Drofound  effect  on  people's  lives. 

In  one  dramatic  example,  a  62-year-old  man 
\:ould  have  remained  hospitalized  and  respirator- 
dependent  until  his  entire  $2  million  in  Penefits  was 
depleted,  leaving  him  no  means  of  support  other 
han  welfare. 

But  a  CIGNA  case  manager  stepped  in  and 
nvolved  another  physician  on  the  case,  who 


weaned  the  man  off  the  respirator.  The  patient  was 
then  transferred  to  a  nursing  home  at  a  savings  of 
$8,000  a  week.  He's  now  expected  to  return  home 
and  lead  a  normal  life. 

Another  CIGNA  case  manager  arranged  for  the 
family  of  a  premature  PaPy  to  receive  special  home 
training.  The  PaPy  left  an  intensive  care  unit  for 
home  four  months  sooner  than  expected;  the  total 
savings  in  medical  costs  came  to  $135,000. 

Time  and  time  again,  case  managers  have 
helped  people  cope  with  medical  crises— and 
have  helped  employers  manage  costs. 

Why  not  consider  making  this  service  availaPle  to 
your  employees?  We  think  you'll  find  case 
management  can  more  than  pay  for  itself.  And  it 
may  someday  save  your  company  something  even 
more  valuaPle  than  money. 

For  more  information,  write  CIGNA  Corp.,  Dept.  R8, 
One  Logan  Sq.,  Phila.,  PA  19103. 

Case  management.  It's  one 
more  example  of  CIGNA's 
commitment  to  personalized 
service  to  Pusiness. 


CIGNA 


As  I  See  It 


The  factory  floors  are  changing  fast.  Com- 
puterization and  cooperation,  Japanese- 
style,  are  the  watchwords.  But  one  labor 
expert  sees  trouble  coming. 

Wait  til  next  year 


By  Jerry  Flint 


In  U.S.  plants  run  by  the  Japa- 
nese, perfection  reigns.  Happy  em- 
ployees work  harder  than  their 
brothers  at  unenlightened  factories. 
The  new-style  worker  lets  no  defec- 
tive product  pass  his  work  station, 
praises  his  foreign  bosses,  criticizes 
his  own  efforts  and  vows  to  do  better 
at  the  exercise  warm-up  and  quality 
circle  meeting. 

That's  what  the  newspapers  say,  so 
it  must  be  so,  right?  Harley  Shaiken, 
associate  professor  of  work  and  tech- 
nology at  the  University  of  California 
at  San  Diego,  doesn't  believe  it.  Shai- 
ken, 42,  is  becoming  one  of  the  most 
widely  quoted  academicians  on  labor 
matters.  The  reason  is  that  he  seems 
to  see  a  bit  beneath  surfaces,  which 
may  be  because,  unlike  most  acade- 
micians and  journalists  in  the  labor 
field,  he  has  worked  with  his  hands. 
Shaiken,  a  former  Detroiter,  spent 
over  a  decade  working  as  a  machinist. 
"It  wasn't  a  research  project,"  he  says. 
"I  was  earning  a  living." 

Today  Shaiken  reports  rumors  of 
discontent  at  some  Japanese-run 
plants  like  the  Toyota  and  Nissan  car 
plants  in  the  U.S.  They  are  certainly 
trying  to  squeeze  costs  because  of  the 
rising  yen.  Honda,  for  example,  says  it 
will  push  more  automation  in  its  U.S. 
plants  and  concentrate  on  eliminating 
wasted  effort — like  walking — and 
sha  onds  from  each  produc- 

tion uken  doesn't  predict  mi- 

me   it  ms,  such  as  strikes, 

but  s<  yi  ortant  anyway. 

hidden  time  bomb 
Tously  called  it 
alk  about  wasted 


motion  when  it's  someone  else's  mo- 
tion you  are  talking  about.  I've  visited 
a  number  of  Japanese-managed  or  Jap- 
anese-style plants.  The  key  used  to  be 
attention  to  manufacturing  detail.  To 
the  extent  they  are  tightening  down 
on  people  and  pushing  work  speeds, 
they  have  a  system  that  is  not  going  to 
be  effective  in  the  long  haul. 

Most  of  the  workers  at  the  Japanese-run 
plants  are  younger.  Wfjat  happens  to  that 
fast  pace  when  they  get  older? 
We  are  going  to  see  significantly  more 
strains  than  have  been  pictured.  Does 
this  mean  all  workers  hate  these  sys- 
tems? No.  But  people  put  up  with 
anything  for  two  years  if  they  think 
they'll  get  to  be  foremen  or  execu- 
tives. Thinking  changes  when  you  re- 
alize that  the  job  you  have  is  the  job 
you  are  going  to  have. 

Wfjat  other  major  changes  do  you  see  in 
the  workplace? 

An  unprecedented  introduction  of 
computer-based  technology.  There 
are  two  very  different  issues  here.  The 
question  of  job  loss  is  critical,  and 
familiar.  But  there  is  also  this:  Many 
U.S.  manufacturers  have  been  slow  to 
realize  that  maintenance  of  equip- 
ment is  more  important  than  ever  in 
the  automated  factory.  They're  so  ob- 
sessed with  eliminating  direct  labor 
that  they  forget  that  in  a  highly  auto- 
mated, complex  factory,  the  workers 
left  are  more  important  than  ever. 

Say  you  have  300  people  in  a  body 
shop  and  reduce  that  to  100  with  an 
automated  welding  system.  Those 
100  left,  particularly  the  automation 
and  electronics  repairmen,  determine 
the  time  that  system  operates.  So  if 
there  is  a  problem  in  the  way  their 


work  is  organized  and  the  way  the 
are  treated  on  the  job,  you  could  hai 
that  system  malfunctioning  30%  t 
40%  of  the  time.  That  is  a  significal 
misuse  of  this  technology.  Thej 
aren't  isolated  cases.  U.S.  industry 
plagued  by  significant  downtime. 

Look  what's  happening  with  rig} 
just-in-time  inventory.  There  ai 
clear  advantages:  low  interest  cost! 
quicker  recognition  of  quality  prol 
lems.  But  many  of  those  savings  cal 
be  achieved  simply  with  lower  invei 
tories.  Just-in-time,  with  practical] 
no  inventory,  adds  another  dimei 
sion.  It  causes  extreme  stress  on  th 
work  force.  When  you  have  a  minimj 
inventory  and  any  machine  breab 
down,  stress  on  the  work  force  is  mai 
imized.  You  don't  get  the  best  repaii 
or  the  best  environment. 

One  of  the  major  changes  in  the  factory 
the  elimination  of  wasteful  work  rul& 
rides  defining  jobs  so  narrowly  that  ind\ 
ficiency  is  common.  What's  wrong  wii 
doing  something  about  that? 
What's  at  stake  is  not  preservation  c 
the  old  system  but  a  recognition  tha 
the  old  system  produced  two  thing 
that  were  quite  important  to  workeri 
First,  a  sense  of  fairness,  that  favorij 
ism  would  be  minimized,  that  a  worW 
er  had  certain  rights  that  were  da 
fined.  If  the  foreman  didn't  like  yoil 
he  couldn't  simply  put  you  in  anothej 
job.  Second,  there  was  a  commitmen 
that  as  you  grew  older  you'd  be  entj 
tied  to  a  better  job  and  more  rights  oj 
a  job.  It's  easy  to  point  to  inefficiencl 
and  excesses  in  work  rules.  The  res 
challenge  is  how  to  preserve  a  sense  c 
fairness  in  the  workplace. 

But  if  we're  going  to  be  competitive,  don\ 
we  have  to  squeeze  out  every  bit  of  cost\ 
Competitiveness,  another  buzzword 
something  you  can  hardly  be  againsf 
But  quick  fixes,  based  on  speedup,  fo 
example,  aren't  sustainable.  Am 
we're  defining  it  too  narrowly.  Yoi 
think  of  success  or  failure  of  an  indi 
vidual  firm,  but  there  are  broader  ques 
tions.  We  could  wind  up  with  a  fev 
highly  successful  international  firm 
yet  still  have  high  unemployment. 

You  favor  protection? 
Protection  is  a  19th-century  concept 
How  do  you  keep  foreign  companie 
out?  Our  issue  today  is  keeping  U.S 
companies  in .  This  means  a  new  way  o 
looking  at  trade  policy.  We  talk  of  leve 
playing  fields,  but  we  have  U.S.  compa 
nies  trying  to  get  off  the  field  by  mov 
ing.  That  may  be  good  for  the  compa 
nies  but  bad  for  the  economy.  It's  tougl 
to  tackle  but  central  to  what  the  U.S 
industrial  base  is  about.  ■ 
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Guess  who's 
the  most  popular  copier 

in  America. 


Guess  again. 


The  first  name  in  copiers  probably  isn't  the  copier 
ime  you  think  of  first.  But  for  the  fifth  straight  year, 
anon  is  the  number  one  choice  in  copiers.  Leading  the 
dustry  in  copier  placements  by  more  than  two  to  one. 

And  it's  no  wonder.  Only  Canon  has  a  full  line  of 
)piers  to  meet  the  needs  of  every  size  business, 
om  the  high-speed,  high-volume  demands  of  big 
jsiness  to  compact  convenience  for  smaller  businesses, 
^en  in  the  home. 

What's  more,  every  Canon  copier  is  designed  with 


innovative  new  technologies.  Yet  all  are  simple  to  use. 

So  whether  you  choose  the  highly  intelligent 
Color  Laser  Copier,  the  Personal  Copier  or  anything  in 
between,  you  can  count  on  performance  backed  by 
uncompromising  reliability.  And  a  commitment  to  quality 
that's  made  Canon  the  most  popular  copier  in  America. 

It's  no  guessing  game  then,  that  in  copiers, 
the  choice  is  Canon. 

Canon  has  opened  a  new  manufacturing  plant  in  Virginia  to  produce  the 
most  popular  copiers  in  America. 


Cation 

THE  CHOKE  IS  CANON. 


A  lot  of  corporate  managers  curse  Jimmy 
Goldsmith,  but  Loral's  Bernie  Schwartz  is 
most  grateful  to  him. 


Merci,  Jimmy 


Loral  Chairman  Bernard  Schwartz 

"There  is  now  an  aura  of  success  about  this  company. 


Carrie  Boretz'Archiv 


By  Subrata  N.  Chakravarty 

I ast  fall  James  Goldsmith,  the 
-Anglo-French  takeover  artist, 
■  went  after  Goodyear  Tire  & 
Rubber.  Chairman  Robert  Mercer 
beat  Goldsmith  back  with  greenmail, 
political  intervention  and  a  commit- 
ment to  restructure  the  company. 

An  indirect  winner  was  Loral  Corp., 
the  New  York-based  defense  contrac- 
tor. When  Goodyear  Aerospace  Corp. 
was  put  on  the  block,  Loral  bought  it 
for  $588  million,  thus  doubling  Lor- 
al's size.  "I  would  be  glad  to  buy  Jim- 
my Goldsmith  a  dinner,"  says  Loral 
Chairman  Bernard  Schwartz,  61. 
"Without  him,  Goodyear  wouldn't 
have  had  any  incentive  to  sell." 


Goodyear's  loss  was  Loral's  gain. 
Loral  is  a  leader  in  the  field  of  elec- 
tronic warfare,  where  American  mili- 
tary technology  is  still  ahead  of  the 
Soviets.  But  with  sales  of  just  $690 
million  before  the  acquisition,  Loral 
lacked  the  technological  breadth  and 
corporate  heft  to  bid  as  a  prime  con- 
tractor on  many  defense  contracts. 

To  broaden  Loral's  reach,  Schwartz 
had  been  trolling  for  a  big  acquisition 
for  some  time.  He  made  a  bid  for 
Sanders  Associates,  perhaps  coinci- 
dentally,  just  weeks  after  it  beat  Loral 
for  a  major  contract.  But  Lockheed 
outbid  him  with  a  $1.2  billion  offer. 

Schwartz  next  considered  making 
an  offer  for  Sperry's  aerospace  busi- 
ness when  Burroughs  (now  Unisys) 


put  it  on  the  block  after  acquirirj 
Sperry.  This  one  he  lost  to  Honeywe] 
which  got  the  Sperry  assets  for  over  $ 
billion.  Finally,  Goodyear  Aerospao 
enabled  Loral  to  play  with  the  bi 
boys — and  for  a  lot  less  money  tha 
Sanders  or  Sperry  would  have  cost, 
Schwartz  puts  it:  "I  feel  that  I  cA 
better  compete  with  the  Lockheed 
the  McDonnell  Douglases  and  trj 
Boeings  of  the  world  being  a  $1.5  bil 
lion  [fiscal  1988  sales]  company  tha 
we  would  have  as  a  $700  million  con 
pany.  Now  we  can  go  to  the  custonu 
and  say:  'We  can  give  you  a  comple 
solution  to  your  problem.'  The  who' 
ball  of  wax  now  resides  within  Lora 
and  I  find  that  to  be  a  very  comfor 
able  position." 
Goodyear's  pieces  complement  Loi 

  al's  down  the  line.  Whei 

Loral  is  a  leader  in  ai 
borne  antisubmarine  wa 
fare,  Goodyear  specialize 
in  underwater  detectioj 
Where  Loral  provides  tb 
simulation  lasers  f(j 
Army  exercises,  Goodyea 
makes  cockpit  simulatoi 
for  the  Air  Force's  F-I 
fighter.  And  so  oj 
Schwartz  says  that  Good 
year's  expertise  in  syn 
thetic  aperture  radar  | 
technology  using  radar  t 
make  high-quality  pis 
tures  at  night  and  undfl 
all  weather  and  battlefiel 
conditions)  can  be  used  t 
help  Loral  into  the  field  | 
"smart"  munition) 
which  guide  themselve 
to  their  targets. 

"If  you  look  at  the  elet 
tronic  warfare  market  as 
pie,"  explains  SchwartJ 
"the  largest  segment  i 
self-protection.  Goodyea 
broadens  the  wedge.  Th 
amount  of  business  ths 
Goodyear  and  Loral  together  can  bi 
on  is  a  much  larger  part  of  that  pie.' 

That  is  particularly  important  rigb 
now.  Congress  is  grumbling  about  th 
proliferation  of  electronic  self-protec 
tion  systems  under  development,  an 
is  likely  to  narrow  program  fundinj 
By  broadening  the  wedge,  Goodyea 
gives  Loral  a  bigger  piece  of  a  possibl 
shrinking  pie. 

And  now  the  bad  news.  To  financ 
the  Goodyear  purchase,  Schwart 
took  down  $540  million  in  floating 
rate  debt.  As  a  result,  from  $32  mil 
lion  two  years  ago,  Loral's  debt  loa 
has  climbed  to  $667  million — near! 
twice  as  much  debt  as  equity.  Deb 
service  is  now  running  around  $5 
million. 
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At  Credit  Suisse,  you  can  have  the  world's  No.  1 
underwriters  working  for  you. 


ether  with  our  partners,  Credit  Suisse 
t  Boston  and  First  Boston  Corpo- 
)n,  we  are  the  world's  foremost 
ling  house,  lead-managing  over  US 
3  billion  in  securities  issues  during 
3. 

Why  not  put  the  same  global  clout 


and  unparalleled  banking  know-how  to 
work  for  you?  With  our  unmatched  capital 
commitment  and  worldwide  resources  at 
your  fingertips,  you  can  swiftly  and  effec- 
tively tap  capital  markets  whenever  you 
need. 

Since  1856  international  corporations 


and  governments  have  relied  on  Credit 
Suisse  for  in-depth  advice,  placing  power, 
capital  placing  and  securities  trading 
both  in  Switzerland  and  abroad. 

Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  Office:  8001  Zurich,  Paradeplatz  8  •  Offices  in  USA:  New  York  ■  Los  Angeles  ■  Atlanta  •  Chicago  •  Houston  ■  Miami  ■  San  Francisco 


Source:  Don  Bowdren  Associates,  1985 


Communication: 
Why  is  it  that  what  finally  gets  through 

bears  little  resemblance  to 
what  top  management  actually  said? 


One  of  the  major  problems  top  man- 
agement faces  is  having  its  goals  and 
priorities  transmitted — as  it  means 
them  and  wants  them  transmitted 
— all  down  the  line. 

Failing  to  do  this  can  actually  impose 
a  serious  barrier  to  full  productivity, 
service,  and  a  quality  product 


Clear  communication  is  vital — 
because  it  is  essential  to  the  successful 
operation  of  the  total  business. 

Proudfoot  has  a  unique  communica- 
tions system  that  not  only  helps  avoid 
misinterpretation  but  includes  on-the- 
spot  supervision  in  implementing  and 
putting  into  effect  top  management's 
directives. 


Alexander  Proudfoot 


Specializing  in  the  Installation  of  Productivity  Improvement 

and  Profit  Enhancement 


The  Alexander  Proudfoot  Worldwide  Family  of  Companies.  Founded  1946.  Executive  Offices:  249  Royal 
Palm  Way,  Palm  Beach,  FL  33480  (800-843-4877).  Operating  in  the  United  States,  Canada  (Toronto 
416-862-7543),  Mexico  (Mexico  City  905-254-6711),  Brazil  (Sao  Paulo  011.283.2533),  Great  Britain, 
France,  Federal  Republic  of  Germany,  Italy,  Spain,  Portugal,  Denmark,  Ireland,  Luxembourg,  The 
Netherlands,  Belgium  (Brussels  2.511.0640),  Hong  Kong,  Malaysia,  Singapore  (65.225.4646). 
This  message  prepared  by  Alexander  Proudfoot  Communications.  L.P. 


(In  Florida  Call  305-655-9300.) 


Near  bankruptcy  a  decade  ago,  Britain's 
Hawley  Group  will  become  a  $1.1  billion 
services  giant  with  a  growing  U.S.  stake. 


Cleaning  up 


By  Alyssa  A.  Lappen 


HAVING  LOST  THEIR  LEAD  in 
much  of  manufacturing,  are 
U.S.  companies  becoming 
easy  prey  in  service  industries,  too? 
That  certainly  seems  to  be  the  think- 
ing of  a  41 -year-old  Briton  named  Mi- 
chael Ashcroft.  He  is  the  chairman  of 
Britain's  Hawley  Group  Ltd.,  a  once- 
ailing  tent  manufacturer  that  is  cur- 
rently making  a  killing  in 
the  distinctly  unglamor- 
ous  side  of  America's 
booming  service  sector. 
Hawley's  businesses 
range  from  office  and  hos- 
pital janitorial  services  to 
security  work,  and  even  to 
the  auctioning  of  corpo- 
rate automobile  fleets. 

Dozens  of  such  low- 
technology  acquisitions 
have  pushed  Hawley's 
sales  from  $26.7  million 
in  1981  (its  first  year  in 
the  U.S.)  to  an  astounding 
$841  million  last  year, 
surely  one  of  the  most 
rapid  growth  rates  of  re- 
cent business  history. 
Earnings  have  also  shot 
up,  rising  more  than  twentyfold  dur- 
ing the  period,  to  $74.3  million.  This 
year  revenues  should  reach  $1.1  bil- 
lion, with  more  than  60%  of  that  in 
x^e  U.S. 

shcroft  came  to  Hawley  in  1978 
w  !  background  in  international 
ac.  >ns  for  Pritchard  Services 
Grouf  rish  janitorial  and  securi- 
ty serv..  -<pany  that  later  moved 
into  the  re  U.S.  market.  By 

1986,  60%  of  Pr:  ard's  $540  million 
in  sales  were  ;  from  the  U.S. 

Ashcroft,  as  he  i  Iiwley,  saw  an 
opportunity  to  bro  dramatically 
his  new  company  presence  by 


picking  up  his  old  employer,  Pritch- 
ard. In  so  doing,  Hawley  overnight 
leaped  to  second  place  behind  Service- 
Master, the  $1.1  billion  Illinois-based 
master  limited  partnership  that  leads 
the  U.S.  in  commercial  and  industrial 
janitorial  services. 

In  April  Ashcroft  agreed  to  acquire 
Indianapolis-based  Crime  Control 
Inc.,  an  office  security  firm.  The  $50 
million  deal  should  propel  Hawley  to 


Hawley  Chairman  Michael  Ashcroft 
Strict  rules  and  $100  million  in  cashflow. 


fourth  place  nationally  in  the  $3.5 
billion  commercial  electronic  protec- 
tion industry. 

Ashcroft  came  to  the  U.S.,  not  be- 
cause of  its  lure  as  a  marketplace,  but 
because  he  didn't  want  to  be  caught  in 
a  socialist  economy  if  the  Tories 
failed  to  win  British  national  elec- 
tions slated  for  1984.  Now,  though  it 
is  incorporated  in  Bermuda  and  con- 
tinues to  take  almost  one-quarter  of 
its  revenues  from  Britain,  Hawley  is 
virtually  an  American  company.  Not 
only  does  it  report  its  financial  results 
in  U.S.  dollars,  but  it  is  almost  20% 
owned  by  U.S.   investors  through 


American  Depositary  Receipts. 

In  his  expansion  into  the  U.S.,  Ad 
croft  has  adhered  to  some  fairly  strj 
requirements  for  the  companies  Ha 
ley  has  sought  to  acquire.  Hawlej 
target  firms  not  only  show  steal 
earnings  growth  but  also  compa 
with  small,  decentralized  firms 
large,  fragmented  industries  whe 
there  is  much  room  for  expansion 
aggressive  firms. 

Ashcroft's  most  important  rule 
this:  With  tight  Hawley  controls,  tj 
company  as  a  whole  must  be  able 
throw  off  enough  cash  within  thij 
years  to  pay  any  debt  that  Hawley  b) 
assumed  to  make  its  acquisition 
That  means  that  acquired  compani 
must  have  substantial  but  unrealizj 
potential  for  increased  earnings.  1 
ther  way,  the  requirement  will 
more  difficult  to  meet  in  the  futu 
than  it  has  been  in  the  past,  now  tlj 
interest  rates  have  started  to  rise.  "V 
so  far  the  strategy  has  worked  we 
turning  Hawley  Group  into  a  virtu 
cash  machine  that  last  year  produc; 
more  than  $100  million  in  cash  fro 
operations. 

Ashcroft  has  bought  more  than  . 
service  firms  in  the  last  two  years! 
for  about  $700  million  in  cash,  sto 

SparhanVNetwork  (Jebt  while  Writij 

off  nearly  $130  million 
intangible  assets  from  ej 
uity  in  the  process.  Th 
pushed  debt  to  a  pond« 
ous  80%  of  capital 
1985.  Hawley  is  td 
heavy  no  more.  A  $1 
million  convertible  pj 
ferred  stock  offering  ean 
er  this  year,  combin 
with  surging  cash  flo1 
has  enabled  Ashcroft 
pay  off  debt  in  hui 
amounts,  reducing  bo 
rowings  to  a  current  lev 
of  little  more  than  11% 
capital. 

Ashcroft  is  continuii 
to  buy.  In  April  he  pick 

  up  British  Car  Auctit 

Group  for  $300  million  in  cash  ai 
Hawley  stock.  With  12  auction  sit) 
in  the  U.S.,  British  Car  already  gene 
ated  60%  of  its  $112  million  in  sail 
here.  Its  excellent  20%  pretax  ma 
gins  give  Ashcroft  the  incentive 
expand  the  auction  business  rapidlj 
What  next?  With  so  much  grow 
to  absorb,  it  would  seem  natural  fi 
Hawley  Group  to  relax  a  bit  and  ma 
age  the  firms  it  now  has.  But  wi 
$250  million  in  cash  expected  to  be  c 
hand  by  December,  Ashcroft  seen 
almost  certain  to  keep  shopping  tl 
largely  ignored  underside  of  the  se 
vices  sector.  ■ 
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insurance  policies  failto.take  into  account  the  fine  architectural  details 
id  unique  construction  materials  that  make  a  fine  home  fine.  But  a  Chubb  replacement  cost 

•licy  is  different.  With  Chubb,  you'll  never  be  forced  to  replace  your  home  with  i  / — 

iy thing  less  than  your  home.  f  j 

The  more  you  have  to  insure,  the  more  you  need  Chubb.  For  full  infor-         \  A 

ation  call  800-922-0533.  I  V- 1 

CHUBB 

■  Chubb  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse!'  Watch  for  it  on  PBS.  '•  * 


Barry  Florescue  says,  7  just  washed  my 
hands  of  operations"  Too  bad  he  didnt 
wash  his  hands  of  the  job,  as  well. 

Why  didnt  they 

pay  him 
to  stay  home? 


By  Burr  Leonard 


A COLOSSAL  ROOFTOP  Sign  at 
heavily  trafficked  45th  Street 
i  and  Avenue  of  the  Americas  in 
New  York  City  points  down  to  Bo- 
jangles'  Famous  Chicken  'N  Biscuits. 
But  the  gaudy  yellow-and-orange 
storefront,  like  those  of  83  other  Bo- 
jangles'  outlets  in  12  states,  is  boarded 
up.  Last  year  the  Bojangles'  chain  lost 
$47.6  million  on  sales  of  $90  million. 
Bojangles'  parent,  Las  Vegas-based 
Horn  &  Hardart  Co.,  lost  $28.4  mil- 
lion on  $405  million  in  revenues. 

Horn  &.  Hardart.  Once  famous  for 
its  Automat  restaurants,  long  a  must 
for  visitors  and  New  Yorkers  alike. 
How  did  the  company  go  so  far  astray? 

Look  no  further  than  Barry  Flores- 
cue, 44,  who  has  been  Horn  &  Har- 


dart's  chairman  and  chief  executive 
officer  since  1977. 

An  accountant  by  training,  Flores- 
cue (pronounced  Flor-ES-cue)  bought 
six  Burger  King  franchises  in  Florida 
and  Long  Island  in  the  early  1970s  and 
was  on  the  lookout  for  others. 

He  spotted  Horn  &  Hardart.  Its 
automated  cafeterias  had  fallen  on 
bad  times,  and  the  company  had  lost 
direction,  veering  haphazardly  into 
the  mail-order  catalog  business  and 
fast-food  franchises,  primarily  Burger 
Kings.  "What  attracted  me  to  Horn  & 
Hardart,"  remembers  Florescue  dur- 
ing an  interview  in  New  York  City's 
glamorous  Crown  Building,  "was  its 
Manhattan  development  rights  for 
Burger  King." 

In  1977  Florescue  picked  up  4%  of 
Horn  &  Hardart  for  less  than  $400,000 

Alex  Quesada/WixHifin  Camp 


mm 


<owt  "  (owner 


Horn  &  Har darts  midtoivn  Manhattan  Bojangles'  last  month 
The  concept  did  not  work  outside  the  heartland  South. 


and  took  control  via  a  proxy  fight.  Th 
company  was  losing  around  $3  mi] 
lion  a  year  at  the  time.  Florescu 
quickly  sold  the  failing  restaurants  o 
converted  them  into  Burger  Kings.  A 
a  result,  shares  outstanding  hav 
grown  from  700,000,  when  Florescu 
arrived,  to  14.8  million  now.  For  a] 
the  dilution,  the  stock  was  still  hoi 
Adjusted  for  splits,  it  climbed  fror 
around  $2  in  the  late  1970s  to  $2 
by  1983. 

Panting  for  expansion  money  an 
eager  to  show  profits  on  the  greatl 
swollen  capitalization,  Florescue  sol 
the  company's  valuable  real  estat( 
most  of  it  in  Manhattan.  The  res 
estate  sales  have  contributed  $23  mil 
lion  to  reported  profits  over  the  pas 
three  years. 

What  did  Florescue  do  with  th 
money?  Better  you  shouldn't  ask.  ' 
did  exactly  the  reverse  of  what  mos 
entrepreneurs  are  accused  of  doing, 
Florescue  boasts.  "I  just  washed  m 
hands  of  operations.  My  role  was  t 
look  for  acquisitions  and  to  get  it 
volved  in  other  external  things  for  th 
company  such  as  politics,  going  t 
trade  functions  and  becoming  a  tru 
chairman." 

One  of  Florescue's  first  acquisition 
was  the  Royal  Inn  Americana,  a  La 
Vegas  casino  Horn  &  Hardart  ac 
quired  for  $14.7  million  in  Decembe 
1979.  In  less  than  two  years  the  cas: 
no  drained  the  company  of  $6  millior 
Florescue  sold  it  to  a  partnership  cor 
trolled  by  his  longtime  pal  Donal 
Schupak.  Horn  &  Hardart  still  own 
10%  of  the  casino,  holds  a  $14.5  mil 
lion  mortgage  on  the  property  an 
guarantees  $5.8  million  in  loans  t 
the  casino. 

Seven  years  ago  Florescue  sank  ar 
other  $2  million  of  Horn  &  Hardart' 
money  into  a  pizza-and-entertair 
ment  concept  called  Mark  Twain' 
Riverboat,  which  failed,  although  on 
restaurant  still  lingers.  Then  came 
nonstarter  called  Goodbody's, 
health-food  hamburger  idea  that  ha 
already  been  tried  without  success  b 
D'Lites  of  America. 

Then  came  Bojangles'.  In  198 
Florescue  paid  $12  million  for  the  rt 
gional  chicken-and-biscuit  chair 
whose  40  outlets  were  clustere 
mainly  around  the  Carolinas.  For  th 
next  four  years  he  tried  to  take  th 
concept  national,  building  or  fran 
chising  284  more  outlets  in  20  states 
including  New  Jersey,  Texas,  low 
and  Florida. 

Successful  franchising,  however,  re 
quires  attention  to  detail,  and  a 
Florescue  reminds  us,  "I  washed  m 
hands  of  operations." 

Some  Bojangles'  stores  were  poorl 


120 


FORBES,  JUNE  15,  1987 


yrn  &  Hardart  Chairman  Barn,'  Florescue  outside  the  same  Bojangles'  three  years  ago 
fy  role  was  to  look  for  acquisitions  and  get  involved  in  other  external  things. 


pt.  At  others  the  franchisees 
ilked,  leaving  behind  lawsuits  and 
eking  Horn  &  Hardart  with  much 
their  debt.  In  situations  like  this, 
ere  is  always  someone  to  blame. 
Then  who  was  to  blame?  Florescue 
imes  John  Gerlach,  who  was  Horn 
Hardart  president  from  1982  until 
85.  Gerlach  now  serves  as  associate 
rector  of  corporate  finance  at  Bear, 
2arns.  Says  Gerlach,  dismissing 
^rescue's  alibis:  "The  Bojangles' 
ncept  has  proven  not  to  be  a  success 
markets  other  than  the  heartland 
uth  around  the  Carolinas." 
Ln  all  this,  the  board  of  directors 
ve  been  wonderfully  understand- 
Florescue  draws  an  annual  cash 
iary  of  $850,000,  a  handsome  remu- 
ration  for  an  executive  who  absents 
mself  from  daily  operations  and 
10  has  a  terrible  record  in  what  he 
es  do. 

The  board  has  also  paid  $1.2  million 
er  the  last  three  years  to  a  company 
at  is  owned  by  Florescue  and  Corpo- 
:e  Vice  Chairman  Donald  Schupak 
'  the  use  of  two  corporate  jets.  And 
pays  Schupak,  Florescue's  friend 
10  bought  Horn  &.  Hardart's  casino 
eration,  a  $410,000-a-year  "con- 


sulting fee."  However  poorly  the 
company  does,  Florescue  seems  to  be 
doing  just  fine. 

In  the  early  1980s  Florescue  pur- 
chased two  shaky  Bojangles'  opera- 
tions, 12  outlets  in  all,  situated  in 
southern  Florida  and  New  Jersey  (6  of 
which  were  formerly  owned  by  Horn 
&  Hardart). 

But  then  the  two  ventures  flopped, 
losing  $2.6  million  on  $6.8  million  in 
sales  in  1985.  Florescue  was  success- 
ful in  convincing  Horn  &  Hardart's 
board  to  buy  the  two  disasters  from 
him  for  $1  each,  plus  the  assumption 
of  $8.5  million  of  liabilities.  This  is 
now  the  subject  of  a  shareholders' 
lawsuit. 

During  Florescue's  ten-year  reign, 
Horn  &  Hardart's  only  significant 
success  has  been  in  the  one  area 
Florescue  knew  little  about  and  did 
not  meddle  with:  the  Hanover  House 
mail-order  catalog  division.  Hanover 
House  has  24  catalogs,  offering  every- 
thing from  clothing  to  stereo  equip- 
ment. Last  year,  on  revenues  of  $256 
million,  Hanover  House  made  $14 
million. 

Unfortunately,  Florescue  now  has 
his  hands  on  Hanover  House.  In 


March  Horn  &  Hardart  and  Lorimar 
Telepictures  put  up  $4  million  each, 
and  Fox  Television  $2  million,  to 
launch  Value  Television.  This  hour- 
long  morning  home  shopping  show 
uses  a  talk-show  host  (currently  TV 
health  maven  Richard  Simmons)  to 
sell  high-end  merchandise  from  Han- 
over House  catalogs. 

So  far  VTV  has  the  mark  of  Flores- 
cue on  it.  The  show  premiered  Jan.  19, 
and  during  March  it  received  a  dismal 
1  rating  (i.e.,  1%  of  viewers  in  the 
market);  a  6  or  7  rating  is  usually 
required  for  such  a  show  to  remain  on 
the  air. 

What  says  Barry  Florescue  to  all  of 
this?  "What  we're  trying  to  get  back  is 
a  sense  of  entrepreneurship,  a  sense  of 
risk-taking  and  business  develop- 
ment," he  says.  "Whether  it's  restau- 
rants or  direct  mail  order  or  retail 
stores,  we  feel  we  understand  how  to 
deal  with  the  consumer." 

Maybe  so,  but  Florescue  unloaded 
some  150,000  shares  of  Horn  &  Har- 
dart stock  last  September  at  a  nice 
premium  to  the  recent  price  of  12.  It 
takes  a  lot  to  send  a  stock  south  dur- 
ing a  roaring  bull  market,  but  leave  it 
to  Barry  Florescue.  ■ 
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In  the  development  of  a  new  automobile,  it' 
unfortunate  that  some  of  the  best  ideas  red 
just  that— ideas. 

However,  Ford  has  taken  a  different  tack  wi 
most  innovative  thoughts  on  automotive  dei 

They  turned  them  into  an  automobile:  Taunl 
benchmark  of  engineering  excellence. 

In  fact,  this  is  the  second  year  in  a  row  that 
Taurus  has  been  selected  as  one  of  Car  anc 
Driver  magazine's  ten  best  cars. 

The  controls  have  been  placed  and  shaped 
your  hands  can  find  and  identify  them  easil 
the  seats  were  designed  to  provide  maximu 
comfort  and  support. 

Even  the  attractive  Taurus  shape  is  the  resu 
of  careful  thought.  It's  been  designed  to 
allow  air  moving  over  its  surface  to  actually 
contribute  to  road  stability. 


IMAGINATIVE 
ENGINEERING 
SHOULDN'T  BE 
LEFT  TO  THE 
IMAGINATION. 

FORD  TAURUS. 


you  prefer  the  added  feel  of  a  5-speed, 
3  offers  the  MT-5. 

3  kind  of  thinking  that  makes  Taurus  an 
lobile  Ford  simply  couldn't  leave  to  the 
lation. 

6-Year/60,000-Mile 
-train  Warranty. 

iow  covers  all  new  1987  cars  with  a 
760,000-mile  warranty  on  major  powertrain 
jnents.  Restrictions  and  deductible  apply, 
onger  corrosion  warranty  coverage  for 
Danel  rust-through  is  6  years/100,000 
Also,  participating  Ford  Dealers  stand 
j  their  customer  paid  work  with  a  free  Life- 
ervice  Guarantee.  It's  good  for  as  long  as 
vn  your  Ford  car.  Ask  to  see  the  limited 
ity  and  the  service  guarantee  when  you 
>ur  Ford  Dealer. 


Ford.  Best-built  American  cars... 
six  years  running. 

In  fact,  for  the  past  six  consecutive  years,  Ford 
quality  has  led  all  other  American  car  companies. 
This  is  based  on  an  average  of  owner-reported 
problems  in  the  first  three  months  of  service  on 
'86  models,  and  in  a  six-month  period  on  '81-'85 
models  designed  and  built  in  North  America. 

Have  you  driven  a  Ford ...  lately? 


Hewlett-Packard  chose  to  take  an  earnings 
bit  rather  than  slow  its  new  product  push. 
Now  for  the  rewards. 

Making  the 
short  list  again 


Tougher  if  somewhat  les. 


!C  III  I  'f. 


X 


By  Kathleen  K.  Wiegner 

SALESMEN  CALL  IT  the  short  II 
the  list  of  one  or  two  compar 
a  buyer  prepares  when  he  g 
serious  about  placing  a  big  order, 
recent  years  Hewlett-Packard  has  : 
been  making  that  list  as  often  as 
once  did. 

The  last  few  years  have  been  hu 
bling  for  Hewlett-Packard,  the  $7  1 
lion  (1986  sales)  instrument  and  cc 
puter  maker.  Computers  and  comp 
er  products  account  for  over  half 
HP's  business,  but  the  company  \| 
slow  moving  from  older  16-bit  ca 
puters  to  the  newer  32-bit  mod« 
While  a  revitalized  Digital  Equipmt 
Corp.  has  been  gaining  market  shi 
at  the  expense  of  IBM,  HP's  marl 
share  has  remained  flat  for  seve 
years.  In  September  of  last  year,  oi 
seven  months  after  finally  annoui 
ing  a  new  generation  of  minicompi 
ers,  HP  was  forced  to  delay  shipme 
of  one  model  because  of  software  di. 
culties.  In  the  rapidly  growing  marl 
for  powerful  technical  workstatic 
(computers  used  by  engineers),  i 
starts  Sun  Microsystems  and  Apo 
Computer  have  stolen  the  game. 

Inevitably,  all  this  has  affected  t 
bottom  line.  In  fiscal  year  1985  t 
company  reported  its  first  earniri 
decline  in  a  decade. 

But  now  HP  is  on  the  move  agai 
Last  month  it  reported  a  13%  increa 
in  net  revenues  and  a  28%  increase 
net  earnings  for  its  second  quart: 
Orders  for  the  quarter  were  up  2C 
over  the  same  period  in  1986.  T 
stock,  after  slumping  as  low  as  35  h 
year,  has  bounced  back  to  63. 

Two  days  after  that  announcemei 
the  company  rolled  out  three  nq 
computers  for  technical  users,  servi 
notice  on  DEC,  Sun  and  Apollo  th 
HP  was  back  with  a  vengeance. 

These  new  computers  represent 
major  opportunity  for  HP,  given 
reputation  for  technical  excellen 
and  its  long  relationship  with  enj 
neers.  They  offer  substantial  advanc 
in  performance  at  very  attract! 
prices.  Hewlett-Packard's  new  coi 
puters  are  all  designed  around  a  ne 
architecture  that  makes  them  unus 
ally  cheap  to  make,  but  at  the  sar 
time  enables  them  to  deliver  impre 
sively  high  performance.  Bad  neA 
this  for  DEC:  Hewlett-Packard  J 
now  roll  out  new  products  more  ra 
idly  as  a  result  of  this  new  archite 
ture  and  price  its  boxes  at  half  tl 
comparable  machines  from  DEC.  I 
few  years  ago  DEC  had  us  on  tv 
counts,"  says  Lewis  Piatt,  an  HP  exe 
utive  vice  president  and  the  man 
charge   of  the   technical  systerr 
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1938,  when  a  Martian  invasion  threatened  the  world,  Allendale 
had  been  insuring  planet  Earth  for  103  years. 


that  uncertain  October  evening  back  in  '38  when 
Welles'  incredible  broadcast  proved  the  power  of  radio, 
lale  had  been  a  credible  property  insurer  for  103  years, 
ay  at  Allendale,  we  continue  to  shape  the  history  of 
>ntrol  with  engineering,  training,  research  and  testing, 
isiveness  and  fairness  in  the  way  we  do  business, 
oughout  the  years  we've  been  more  than  an  ordinary 


insurance  company.  Commitment  to  our  insureds  goes  well 
beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  RO.  Box  7500, 
Johnston,  Rhode  Island  02919. 

Allendale  Insurance/ Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


Executive  Vice  President  Lewis  Piatt  with  HP's  new  model  850 
Going  head- to- he  ad  with  DEC. 


John  Young  has  taken  the 
company  through  a 
wrenching  reorganization 
at  the  same  time  he  was 
spending  what  HP  now 
estimates  was  over  $250 
million  developing  the  new 
systems.  Either  task  would 
be  a  full-time  job  for  any 
chief  executive.  Young  did 
both  at  once. 


"higher  performance  levels  and  better 
prices  at  certain  points." 

HP's  new  business  computers  will 
use  the  company's  own  proprietary 
operating  system,  but  the  technical 
products  use  the  more  widely  adopted 
Unix  operating  system.  That  makes 
them  more  attractive  not  only  to  U.S. 
customers  who  do  not  want  to  be  tied 
to  any  one  vendor's  proprietary  sys- 
tem, but  also  to  foreign  markets,  from 
which  HP  pulls  almost  half  of  its  reve- 
nues. Unix  also  opens  the  door  to  fed- 
eral government  orders  because 
Washington  always  specifies  Unix  in 
new  computer  buys.  And  HP  will  dis- 
cretely offer  its  technical  computers 
to  new  commercial  customers  who 
are  not  locked  into  HP's  proprietary 
system  and  want  Unix.  Unix'  versatil- 
ity, in  fact,  is  another  advantage  Piatt 
thinks  HP  now  has  over  DEC.  "Unix 
is  at  the  heart  of  the  offering  with  us," 
says  Piatt.  "DEC  offers  it,  but  doesn't 
lead  with  it." 

HP's  chief  executive,  John  Young, 
has  taken  the  company  through  a 
wrenching  reorganization  at  the  same 
time  he  was  spending  what  HP  now 
estimates  was  over  $250  million  de- 
veloping the  new  systems.  Either  task 
would  be  a  full-time  job  for  any  chief 


executive.  Young  did  both  at  oni 
because  he  rightly  figured  he  could 
have  one  without  the  other.  "The  [c 
velopment)  program  required  linkag 
into  a  lot  of  parts  of  the  organization 
says  Dean  Morton,  HP's  chief  operj 
ing  officer.  "The  reorganization  wj 
in  part  a  pragmatic  response 
changes  in  the  market  and  in  t 
technology." 

But  the  strain  did  not  go  unf< 
within  the  company.  When  the  sef 
rate  sales  forces  for  instruments  a 
computers  were  merged,  for  examp 
there  was  a  natural  slowdown  wh 
managers  were  reassigned.  Desi 
and  manufacturing  were  also  merg 
into  a  single  organization.  Again, 
loss  of  momentum  as  people  assum 
new  responsibilities  and  had  to  grc 
accustomed  to  new  management  a 
operating  styles.  "I  wish  there  h 
been  less  newness  all  at  once,"  sa 
Douglas  Spreng,  general  manager  1 
commercial  systems.  "New  techni 
ogy,  a  new  organization.  It  gave 
less  control  of  the  variables." 

HP  has  come  out  of  all  this  a  toug 
er  if  somewhat  less  courtly  compar 
It  threw  out,  for  example,  its  gentl 
manly  posture  of  never  directly  coi 
paring  its  products  with  its  compe 
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I m's.  Salesmen  now  go  armed  with 
arts  showing  just  how  HP's  ma- 
ines  stack  up  in  price  and  perfor- 
iance  against  DEC's  or  IBM's.  It  has 
(jo  thrown  out  its  traditionally  high 
(ices  (the  industry  word  was  that  HP 
pod  for  High  Price)  and  the  rationale 
at  quality  and  reliability  justified 
pm.  Thanks  to  its  new  technology, 
P  does  not  have  to  sacrifice  quality 
pile  it  pushes  price  as  a  major  sell- 
c  point.  In  the  past,  too,  HP  general- 
disdained  market  research  and  pri- 
mly churned  out  products  that  its 
gineers  presumed  the  industry 
Duld  accept.  No  more.  The  company 
w  spends  more  time  talking  up  its 
Dducts  to  consultants  and  third-par- 
resellers,  both  groups  having  he- 
me increasingly  influential  with 
mputer  buyers. 

Credit  Young,  too,  with  not  strip- 
ig  the  company's  resources  to  focus 

one  program.  He  wisely  sacrificed 
arterly  earnings  comparisons  for 
iger-range  considerations.  He  con- 
med  to  invest  in  improving  existing 
oduct  lines  and  in  such  computer- 
ated  products  as  peripherals  and 
tworks.  Some  of  these  investments 
2  already  paying  off.  The  company's 
iserjet  printer  (priced  at  $2,495)  has 
come  so  popular  that  it  tied  for 
ird  with  the  Apple  II  computer 
tien  Personal  Computing  magazine 
ked  its  readers  in  February  for  a  list 

the  ten  most  significant  personal 
mputer  products  of  all  time. 
Currently,  peripherals  like  the  La- 
rjet  printer,  disk  drives  and  network 
oducts  account  for  26%  of  HP's 
les.  An  added  benefit,  says  Morton, 

that  products  like  the  LaserJet, 
lich  has  become  the  largest-selling 
oduct  in  HP  history,  open  the  door 
non-HP  computer  users. 
Of  course,  the  kind  of  competitors 
P  faces  aren't  going  to  roll  over  and 
z.  IBM,  having  watched  DEC  move 
on  its  midrange  computers  over  the 
>t  several  years,  is  fighting  back.  In 
e  same  week  HP  was  introducing  its 
mputers,  IBM  unveiled  four  new 
idrange  models.  Still  to  come  from 
M,  a  midrange  computer,  code- 
med  Silverlake,  that  will  probably 
corporate  some  of  the  same  easy-to- 
e  but  cheap-to-make  designs  that 
P  has  just  brought  out. 
At  any  rate,  HP  is  back  on  the 
3wth  curve  again.  Estimates  are 
at  it  will  earn  around  $2.35-to-$2.45 
share  for  the  year  ending  this  Oct. 
,  up  nicely  from  $2.02  last  year. 
2xt  year  looks  even  better,  because 
at  is  when  the  profits  will  start  roll- 
g  in  from  the  new  technically  ad- 
nced  and  competitively  priced  com- 
iter  lines.  ■ 


:  1987,  Zenith  Data  Systems 


Seven  Of  TheTopTen  Aerospace  Companies 
Are  Flying  With  Zenith  PC's, 

Zenith's  PC's  have  the  drive  to  get  important  projects  moving,  in  the  office  or 
on  the  road.  With  everything  from  a  battery-powered  hard  drive  laptop  to  a 
rocket  of  a  386.  Plus  worldwide  service  and  support.  To  find  out  how  we  can  do 

data 
systems 


the  same  for  you,  call  1-800-842-9000  ext. 
've  got  all  the  speed  and  power  you'l 
ever  need  to  get  your  projects 
off  the  runway. 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON 


Expand  your  horizons. 

Toshiba's  30"  FST"'  Magnum  TV.  It's  a  sizeable  improvement.  And  not 
just  because  of  its  size.  It  has  the  first  6-lens  focusing  system.  So  you  get  a 
picture  that's  15%  clearer.  Our  flat,  square  picture  tube  also  gives  you  a  wider 
viewing  area  and  virtually  no  distortion.  So  get     |n  Touch  with  Tomorrow 
Toshiba's  30"  FST  Magnum.  You  won't  just  see  THCUIRA 
more,  you'll  see  better.  I  UufllDH 

"  ~->tOW6  Road,  Wayne,  NJ  07470 


Toshiba  America, 1 
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Hoe  Pentagon  is  as  bad  at  buying  health 
care  as  it  is  at  buying  hammers. 


The  $600 
bedpan? 


Janet  Novack 


I IKE  NEARLY  EVERYONE  ELSE  these 
-days,  the  Pentagon  is  in  deep 
■  trouble  on  health  care  costs. 
The  Department  of  Defense  has 
asked  Congress  for  an  extra  $425  mil- 
lion to  supplement  its  fiscal  1987 
$1.54  billion  appropriation  for  what  it 
calls  Champus — the  Civilian  Health 
&  Medical  Program  of  the  Uniformed 
Services.  Last  year,  too,  Champus 
went  way  over  budget  as  costs  jumped 
26%.  The  Champus  mess  says  a  lot 
about  what  can  happen  to  any  medi- 
cal plan  that  doesn't  aggressively  con- 
trol costs.  It's  a  tale  that 
many  corporate  bosses 
have  lived  through. 

While  Medicare  and 
large  private  health  plans 
have  begun  slapping 
tougher  limits  on  their 
medical  care  payments 
and  bargaining  hard  for 
cut-rate  deals,  the  Cham- 
pus system  has  remained 
an  expensive  anachro- 
nism. As  Assistant  Secre- 
tary of  Defense  for  Health 
Affairs  William  Mayer 
told  a  House  subcommit- 
tee recently:  "When  we 
get  a  hospital's  bill,  we  ac- 
cept that  bill  in  toto.  We 
simply  pay  it."  How 
quaint. 

So  far,  there  have  been 
no  congressional  exposes 
of  $600  bedpans.  But  in 
each  of  the  last  five  fiscal 
years,  Champus'  per-day 
hospital  costs  have  grown 
far  faster  than  the  nation- 
al norm — an  average  of  al- 
most 75%  faster.  The  dif- 
ference results  in  part 
from  so-called  cost  shift- 


ing (Forbes,  Apr.  6).  When  some  hospi- 
tal users  get  lower  rates,  others  pay 
more.  Savvy  big  buyers,  including 
most  Blue  Cross/Blue  Shield  plans,  no 
longer  pay  inflated  list  prices,  but 
Champus  does. 

How  inflated?  DOD  has  been  fork- 
ing over  from  $40  to  $450  a  day  for 
similar  services  at  different  Residen- 
tial Treatment  Centers.  These  are 
nonhospital  group  homes  where  teen- 
agers, the  dependents  of  military  per- 
sonnel, receive  mental  health  treat- 
ment. The  Defense  Department  tried 
last  year  to  cap  payments  for  such 
services  at  $248  a  day,  which  would 


have  covered  the  costs  at  80%  of  t 
homes.  But  a  court  blocked  the  moi 
ruling  the  Pentagon  hadn't  bothei] 
to  follow  proper  procedures. 

Just  as  bad,  the  individual  arm| 
services  have  also  been  shifting  coi 
onto  Champus.  It  works  like  this.  T 
DOD  network  of  more  than  500  me> 
cal  facilities,  including  168  hospitj 
(generally  on  military  bases),  w 
treat  any  of  more  than  6  million  mj 
tary  dependents,  retirees  and  retii 
dependents,  if  space  permits.  Wher 
base  hospital  is  busy,  it  sends  depe 
dents  or  retirees  to  private  hospital 
and  DOD,  through  Champus,  pi0 
up  most  of  the  tab.  The  Congressios 
Budget  Office  estimates  that  $4.5  b 
lion  of  DOD's  $10.4  billion  in  19 
medical  spending  went  for  depends 
and  retiree  care,  both  on  base  and  c 
Government-owned  hospitals  ; 
cheaper  than  those  Champus  pays, 
one  would  assume  Champus  wou 
be  used  sparingly. 

No  way.  The  Army,  Navy  and 
Force  pay  for  on-base  care  out  of  th« 
own  budgets;  Champus  is  current 
funded  from  a  general  DOD  accout 
So  with  money  tight  and  the  pressu 
on  the  military  to  improve  quality 
care,  the  services  have  been  dumpi: 
patients  on  Champus.  The  worst  c 
fender  is  the  Navy.  Embarrassed 
the  involuntary  manslaughter  ai 
negligent  homicide  convictions 
Navy  heart  surgeon  Donal  Billig  f 
the  deaths  of  three  p 
tients  he  had  operated  o 
the  Navy  sent  62%  mo 
patients  to  private  hos| 
tals  in  1986  than  1985. 

The  Pentagon  admits 
has  a  problem  wi 
Champus.  Yet  DOD  hi 
rejected  some  proven  co 
control  schemes  and  h 
been  slow  to  adopt  othei 
For  example,  one  way 
restrain  health  care  ui 
and  costs  is  to  require  u 
ers  to  pay  part  of  the  bi 
If  military  clinics  chargt 
$10  per  outpatient  vis 
for  dependents  and  reti 
ees,  the  General  Accoun 
ing  Office  estimates, 
would  cut  demand  1 
more  than  10%  and  sa1 
DOD  up  to  $1.5  billic 
over  five  years.  Civilis 
studies  show  the  d 
creased  use  would  not  s 
riously  affect  healt 
What's  more,  fewer  foil 
would  be  bumped 
Champus,  where  they  a 
ready  pay  at  least  20% 
outpatient  care  charges- 
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Over 600  College  Campuses 
Have  GraduatedTo Zenith  PCs. 

From  libraries  to  labs,  Zenith  gives  them  the  speed  and  power  to  tackle 
the  most  ambitious  projects.  With  PC's  like  a  battery-powered  hard  drive 
laptop.  One  of  the  quickest  AT-compatible  systems  on  the  market.  And 
the  lightning  fast  Z-386.  To  learn  how  Irlntn 
we  can  help  you,  call  -    842       jfjjj*iZM  q  ycfAmC 
ext.  1 .  We  promise  it'll  be  an      ^  1 5y5 lemS 

i  educational  experience. 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON 


.he  Regent  of  Melbourne. 
The  art  of  doing 
things  better. 


MELBOURNE 
A  REGENT"* INTERNATIONAL  HOTEL 


AUCKLAND  BANGKOK  BEVERLY  HILLS  CHICAGO  DUSSELDORF  FIJI  HONGKONG  KUALA  LUMPUR  MELBOURNE  NEW  YORK  OKINAWA  SYDNEY 


In  a  city  recognised  for 
its  pursuit  of  culture,  and 
now  for  its  impressive 
Arts  Centre,  one  hotel  is 
particularly  appreciated 
for  its  location,  service 
and  facilities. 


the 


800-545-4000 

a        oi  IhiFJeadingHotck  ofth^Worid' 
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How  does  Infomart  get  profit-squeezed 
computer  companies  to  pay  top  dollar  for 
Dallas  showroom  space? 

The  soft  sell 

and  the 
Crystal  Palace 


By  Lisa  M.  Keefe 


When  developer  Trammell  S. 
Crow,  son  of  developer 
Trammell  Crow,  opened  his 
$125  million  Infomart  in  northern 
Dallas  in  early  1985,  the  skeptics 
snickered.  The  garish  building,  which 
is  based  on  the  elaborately  designed 
Crystal  Palace  that  burned  down  in 


London  in  1936,  was  built  to  house 
computer  and  software  makers  and 
consultants,  who  would  sell  their 
wares  exclusively  to  business  cus- 
tomers. It  contained  an  astounding 
1.6  million  square  feet  of  mostly 
showroom  space,  huge  by  any  stan- 
dards, and  only  40%  was  rented. 

Today  Infomart  is  still  in  business, 
having  outlived  computer  marts  in 


Holly  Kuper 


nn  Winsor,  Infomart's  president 
-&iop  computer  college  that  features  the  teachers'  products. 


San  Francisco  and  Boston.  Leasing 
up  25%,  to  50%  of  capacity,  and  Vj 
liam  Winsor,  Infomart's  president, 
pects  to  reach  break-even  this  ye 
Revenues  are  in  the  range  of  $  1 5  rr 
lion,  and  the  center  boasts  several  1 
new  customers,  including  Minol 
Contel  and  even  the  troubled  Wai 
All  are  paying  up  to  $33  per  squj 
foot,  top  rates  these  days  in  the  disn 
Dallas  market.  That  alone  is  a  n] 
vote  of  confidence  in  Infomart's  sh 
to  an  innovative,  sharply  focus 
marketing  strategy. 

When  Infomart  first  opened 
doors,  Winsor  figured  that  simp 
having  big-name  tenants  like  LB 
Tandy   and   Burroughs  would 
enough  to  lure  customers.  The  1 
brands    were    featured    in  sor 
$200,000  worth  of  advertisements 
business  and  trade  publications,  alo 
with  a  picture  of  the  building  itse 
But  the  campaign  was  unclear,  feati 
ing  clunky  tag  lines  such  as  "the  i 
ternational   information  processi: 
market  center."  It  was  impossible,  f 
example,  to  tell  what  the  huge  coi 
plex  was  offering  that  a  custom 
couldn't  get  at  his  friendly  local  cor 
puter  retailer. 

"Infomart  was  supposed 
be  this  gathering  center  for  tl 
universe.  It  turned  into  a  goc 
place  for  a  meeting  or  to  go  c 
a  hot  August  day,"  says  Gi 
ham  Beachum,  vice  preside: 
of  the  business  products  di\ 
sion  for  Tandy  Corp.,  whic 
has  over  3,500  square  feet  : 
Infomart.  "The  message  w. 
unclear  about  what  custome 
would  find  in  this  building 
agrees  Winsor. 

So  after  floundering  for  mo 
of  the  first  year,  then  lookir 
closely  at  how  corporate  bu 
ers  work  and  how  business! 
actually  purchase  their  con 
puter  systems,  Winsor  and  h 
market  researchers  conclude 
that  an  entirely  different  tac 
was  in  order.  The  answer:  Se 
service,  specifically  seminar 
demonstrations  and  sho\ 
cases  that  demystify  the  vai 
ous  computer  systems  and  a] 
plications,  from  desktop  pul 
lishing  to  factory  automatioi 
that  are  now  available.  Infi 
mart  didn't  make  much  of  a 
impression  on  the  industry  ; 
the  biggest  one-stop  shoppir 
center  for  business  systems, 
is  doing  far  better  as  a  one-stc 
computer  college,  a  collej 
with  a  curriculum  that  ju 
happens  to  feature  its  tenant 
computers. 
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niomart  has  also  decided  that  its 
>st  important  customer  is  the  so- 
sticated  computer  systems  buyer, 
its  marketing  folks  are  now  on  the 
,  d  continually,  talking  to  profes- 
nal  groups  like  the  Society  of  Man- 
cturing  Engineers  and  visiting  con- 
tants  like  The  Gartner  Group  and 
:hur  Young  &  Co.  that  help  their 
n  clients  buy  systems. 
The  results?  This  year  Infomart 

I  run  nearly  1,300  seminars  and 
>ws,  drawing  300,000  business  visi- 
s,  up  from  around  500  and  250,000 
L985.  More  than  that,  three  compa- 
s  moved  out  in  the  mart's  first  30 
mths,  but  44  moved  in,  and  occu- 
lcy  should  be  up  another  24%  by 
ir's  end.  Tandy,  for  example,  which 
nplained  publicly  about  Infomart's 
ings,  remains  committed. 

>Jo  surprise  that  Infomart's  tenants, 
o  must  sign  minimum  three-year 
ses,  are  pleased.  "If  we  had  wanted 
lare  footage,  there's  square  footage 
over  Texas,"  says  Jayms  Carlson, 
)wroom  manager  for  Unisys.  "Info- 
rt  helps  us  explore  a  new  channel 
customers." 

'With  Infomart  acting  as  a  third- 
ly broker,  it's  easier  on  us  and  on 
:  customer,"  says  Franklyn  Thie- 
ld,  manager  of  customer  communi- 
ion  centers  for  Xerox  Corp.  So  Xe- 
:  for  example,  is  consolidating  its 
n  marketing  efforts,  moving  its 
efing  center  for  top  executives  of 
iat  corporations  from  another  Dal- 
office  into  its  Infomart  showroom. 
Jut  if  this  is  such  a  grand  idea, 
ere  are  the  competitors?  San  Fran- 
co's 175,000-square-foot  DataMart 
)bled  up  $25  million  and  folded  six 
eks  after  it  opened  two  years  ago. 

Boston  the  much-anticipated 
3,000-square-foot  Boscom  got  cold 
t  at  the  last  minute,  broadened  its 
us  and  opened  last  year  as  the 
>rld  Trade  Center  Boston,  with  less 
in  25%  of  its  space  devoted  to  elec- 
nics.  The  latest  venturer  into  this 
d  pond,  Techmart  in  Santa  Clara, 
lif.,  claims  it  could  lease  all  of  its 
3,000  square  feet  by  its  scheduled 
:ning  this  summer. 

10  far  it  is  not  at  all  clear  that  the 
nputer  industry  needs  and  will 
)port  a  permanent,  central  place  to 
)p  for  computer  systems.  Infomart 

11  has  significant  holdouts,  such  as 
pie  and  Hewlett-Packard,  which 
ff  at  the  notion  that  a  Crystal  Pal- 
:  could  complement  their  own  mar- 
:ing  efforts. 

rrammell  Crow's  staff  seems  to 
/e  found  the  formula,  though,  that 

II  show  whether  Infomart  becomes 
lit  or  just  another  casualty  of  the 
atile  computer  industry.  ■ 
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Without  Zenith's  Battery-Powered  Hard  Drive  Laptop, 
Something  Will  Always  Be  Holding  You  Back. 

Zenith's  new  Z-183  laptop  has  a  built-in  hard  drive  powered  by  a  rechargeable 
battery.  So  you  can  run  it  anywhere,  anytime.  The  PC/XT  compatible  Z-183 
boasts  10  MB  of  hard  disk  storage.  640K  of  memory.  A3]k"  floppy  drive.  And 
our  top-rated  blue  supertwist  backlit  ,  . 

LCDscreen  For  more  information    ^Sfef&tTFi  Q<llcl 
call  1-800-842-9000  ext.  1.  |  SySteiTIS 

And  cut  the  cord.  THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON 


Put  your  money 

where  today's  high  yields 

are:  11.12°°* 


T.  Rowe  Price  High  Yield  Fund 

This  Fund  capitalizes  on  some  of  today's  high-yielding  opportuni- 
ties by  investing  in  long-term,  medium-to-lower  quality  bonds. 
Aggressive  management  and  diversification  help  to  provide  high 
current  income  and  reduce  risk;  however,  yield  and  share  price  will 
vary.  For  the  12-month  period  ending  5/13/87,  the  high  price  was 
$11.29,  and  the  low  was  $10.84 


No  sales  charges! 

The  minimum  initial  invest- 
ment is  $1,000  ($500  for  IRAs), 
and  there  are  no  sales  charges. 
Call  weekdays  8:30am  to  10pm, 
weekends  10am  to  4pm  EDT: 
1-800-638-5660. 

TRoweM^a|ik 

Invest  With  Confidence  ^m\lmh 


Mail  to:  T.  Rowe  Price 

100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete 
information,  including  management 
fees  and  other  charges  and  expenses.  I 
will  read  it  carefully  before  I  invest  or 
send  money. 

Also  send  a  free  information  kit  for: 
□  IRA  □  Keogh 

Name 
Address 


City 


State 


Zip  H986 


Get  high  current  yields:  call  1-800-638-5660 


'Average  annualized  yield  for  the  30  days  ending  5/13/87,  based  on  an  average  price  per  share  of 
$10.93.  Average  maturity  during  this  period  was  11.7  years.  T.  Rowe  Price  Investment  Services, 
Inc.,  Distributor. 
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As  a  general  rule,  hiring  two  dozen  money 
managers  is  a  guarantee  of  mediocrity. 
The  Common  Fund's  asset  pool  achieves 
mediocrity  plus  a  couple  points. 


Shotgun  approach 


By  Richard  Phakm 


T|alk  about  diversification.  On 
first  inspection,  the  eclectic 
$2.4  billion  Common  Fund — 
one  of  the  nation's  largest  pools  of 
educational  endowment  assets — 
looks  like  a  blueprint  for  mediocrity. 
The  fund,  run  in  Fairfield,  Conn,  by 
George  Keane,  57,  who  cut  his  invest- 
ment teeth  on  the  huge  College  Re- 
tirement Equity  Fund,  seems  all  too 
busy — watched  over  by  too  many 
cooks.  How  far  can  you  get  with  a 
babel  of  more  than  25  highly  special- 


ized outside  managers  running  a  port- 
folio of  maybe  1,000  stocks? 

It  is  hard  to  quarrel  with  Keane's 
primary  objective  for  his  clients.  With 
tuition,  room  and  board  bumping  into 
the  $15,000  to  $18,000  range  at  such 
places  as  Harvard  and  Bennington,  a 
superior  investment  return  is  exactly 
what  the  880  schools  that  have  mon- 
ey in  the  fund  need  in  order  to  keep 
from  pricing  themselves  totally  out  of 
the  market. 

Keane  parses  that  need  in  terms  of 
his  own  experience.  When  the  Com- 
mon Fund  president  went  to  Fairfield 


University  (Class  of  1951),  the  tuit 
was  $600  a  year — a  bill  he  covered 
digging  ditches,  working  in  constr 
tion  and  singing  in  nightclubs. 

"Think  of  it,"  says  the  soft-spoil 
Keane,  shaking  his  head  in  wonc 
"In  just  the  summer  I  used  to  ma 
enough  to  pay  for  the  whole  schi 
year.  There  is  no  way  a  kid  can  do  ti 
anymore." 

So,  35  years  later,  Keane — hims 
the  father  of  three  children  out  of  c 
lege — is  still  giving  those  tuition  b 
the  old  college  try — by  working  on 
endowments,  of  which  he  has  a  grc 
ing  collection.  The  Common  Fv 
has  quintupled  in  the  last  five  yea 
and  $250  million  of  new  mot 
poured  in  in  the  first  quarter  of  19 

The  Common  Fund's  approach 
investing  twists  through  many 
tions.  It  is,  in  effect,  a  fund  of  fun 
Within  the  larger  fund,  mem 
schools  (they  range,  alphabetical 
from  the  University  of  Alabama  a 
Amherst  to  Wayne  State  and  Yale)  c 
pick  or  mix  any  of  six  different  port 
lios:  two  bond  funds,  a  small  equ 
fund  made  up  of  companies  that  do 
business  with  South  Africa,  an  eq 
ty-income  fund,  an  internatio: 
fund,  and  a  big  equity  fund  that 
counts  for  almost  40%  of  the  toi 
not  counting  cash  (see  chart,  p.  134, 

The  fund  is  something  like  thi 
baffling  Russian  dolls:  open  one  in 


Gordon  TraubU-hcelcr  Pk 


teorge  Keane  (second  from  left)  and  company 
It  of  well-managed  eclecticism. 
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When  it  comes  to  innovation 
in  freight  transportation, 
everybody  follows  our  lead. 


1 

o    o  o 

15-8239: 

IS  823B 

'  S 

The  CF  Company's  reputation  as  a  leader 
is  based  on  the  simple  fact  that  we've  opened  up  a  lot  of 
new  highways  in  the  world  of  freight  transportation. 

It  all  started  years  ago  when  Consolidated 
Freightways,  our  long-haul  motor  freight  division 
became  the  first  truly  nationwide  trucking  company. 

Later,  we  were  the  first  to  create  a  comprehensive 
freight  transportation  network  that  included  Canada, 
Alaska,  Hawaii,  Mexico,  Puerto  Rico  and  the  Caribbean. 
Closer  to  home  we  pioneered  the  use  of  doubles. 
We  were  also  the  first  to  pre-assign  pro  numbers  to 
simplify  tracing.  While  today,  our  computer  center 
in  Portland  is  the  most  extensive  in  the  industry.  As  you 
can  see,  the  CF  Company  is  a  hard  act  to  follow. 
But  our  competitors  will  just  have  to  get  used  to  it. 


COnSOLIDRTED 
FREIGKTUJflMS,  IRC. 


The 
Company 


Miles  aheaD 


series,  and  you  find  yet  another  wait- 
ing to  disgorge  yet  another.  Thus, 
some  30%  of  the  new  money  coming 
into  the  big  equity  fund  is  automati- 
cally ticketed  on  a  two-to-one  basis 
into  the  equity-income  and  interna- 
tional pools,  respectively. 

The  big  equity  fund,  in  turn,  is 
quartered  into  four  major  subcategor- 
ies: growth  (both  big  and  small  capi- 
talization companies  with  expanding 
earnings),  value  (good  breakup  value 
in  relation  to  price),  a  combination  of 
growth  and  value  (asset  plays  with 
some  prospect  of  earnings  growth) 
and  rotation  (low-multiple,  high-yield 
stocks  aimed  at  providing  some  cush- 
ion in  down  markets). 

In  all,  quite  a  smorgasbord.  It  in- 
cludes unknowns  like  Anitec  Image 
Technology,  a  big  slug  of  such  predict- 
able items  as  IBM  and  Procter  &  Gam- 
ble, and,  for  piquancy,  some  surprises 
like  Figgie  International.  The  whole  is 
topped  by  important  holdings  in  four 
mutual  funds  that  account  for  about 
8%  of  assets:  Heine  Securities'  Mutu- 
al Qualified  Income,  Fidelity  Equity 
Income,  the  Nicholas  Fund,  and  a 
clone,  Nicholas  EL 

You  have  to  look  through  the  pie- 
bald portfolio  to  the  quality  of  the 
managers  behind  it  to  see  the  logic  of 
Keane's  strategy.  Yes,  there  are  a  lot  of 
cooks  in  the  kitchen,  but  they  are  all 
of  them  carefully  picked  for  consis- 
tently good  performance  in  their  own 
specialties.  Three  of  the  biggest  man- 
agers on  the  equity  fund,  for  exam- 
ple— Trust  Services  of  America  (TSA), 


Heine  and  Sanford  Bernstein — have, 
over  the  last  five  years,  logged  annual- 
ized rates  of  return  of  better  than 
20%.  It  is  consistency  that  matters 
most  to  George  Keane  and  his  clients. 
"If  you  look  back  to  1974,"  marvels 
Keane,  "you'll  see  that  Max  Heine  has 
never  had  a  down  year." 

Keane's  thesis:  No  money' manager 
has  a  hot  hand  forever.  Pick  as  many 
sound  investment  strategies  as  you 
can,  hire  the  best  practitioners  you 
can  find,  and  in  the  end  you  will  do 
better  than  the  market  without  a 
commensurate  increase  in  risk.  "If 
you  have  one  or  two  managers,  you 
might  get  returns  well  above  or  well 
below  the  market.  If  you  have  ten 
managers  with  good  track  records, 
you  reduce  the  variability  of  return, 
and  over  a  period  of  time,  you'll  do 
well,"  says  Keane. 

That's  the  theory.  How  well  has  it 
worked  in  practice?  Though  it  has 
gotten  increasingly  defensive,  the  eq- 
uity side  of  the  fund  so  far  this  year  is 
just  about  even  with  the  market— not 
bad  considering  how  hot  the  market 
has  been.  In  the  ten  fiscal  years  ending 
June  1977  through  1986,  it  outper- 
formed the  market  with  an  average 
annual  return  of  17.2%  over  the  peri- 


od, before  expenses,  compared  wil 
14.6%  for  the  Standard  &  Poor's  5q 
In  short,  about  what  you'd  expej 
from  a  basically  cautious  policy  j 
spreading  bets. 

Yet  the  fund  has  almost  certain] 
done  better  than  many  of  its  memb 
schools  would  have  been  able  to  do  q 
their  own.  Costs  are  at  the  low  end  i 
the  management  spectrum.  They  a] 
scaled  from  just  under  0.5%  to  0.3" 
of  assets  annually.  That  figure  e: 
eludes  expenses  at  the  mutual  func 
but  includes  the  fees  Keane  pays  i 
the  other  outside  managers.  Kear 
himself  gets  by  with  a  staff  of  only  1! 

After  two  mediocre  years  loggt 
back-to-back  in  fiscal  1984  and  198 
Kean  fired  four  managers  and  add( 
the  equity-income  fund  to  the  portfi 
lio  for  more  ballast  on  the  down  sid 
Now  he  is  shopping  for  still  mo: 
disciplines  to  pump  up  the  portfol: 
mix.  At  a  recent  meeting,  for  exan 
pie,  the  fund's  trustees  auditioned 
convertible  bond,  options  and  futun 
arbitrager,  a  specialist  in  thrift  inst 
tutions  and  someone  who  claimed  1 
knew  where  to  find  stocks  combinii 
high  return  with  low  volatility. 

Keane  is  hot  now  to  take  the  fur 
into  real  estate  and  gas  wells  and  hi 
already  made  a  modest  move  into  a 
oil  tankerage  partnership.  His  point 
that  locking  up  some  money  in  lei 
liquid  form  will  save  the  fund  froi 
the  classic  error  from  which  not  eve 
the  multimanager  approach  is  in 
mune:  buying  too  much  stock  at  hij 
prices  and  not  enough  at  low  prices. 


Equity  Fund 
$954  million 
Aronson  &  Fogler 
Franklin  Asset  Mgt 
Gollust  &  Tierney 
Heine  Securities 
John  A  Levin  &  Co 
Nicholas- Applegate 
Nicholas  Co 
Sanford  C.  Bernstein 
Scudder,  Stevens  &  Clark 
Steinhardt  Mgt 
Thompson,  Siegel 
TSA 

Walsh-Greenwood 

South  Africa  Free  Equity  Funds 

$131  million 
Ariel 

Franklin  Asset  Mgt 
Trinity  Investment 

TSA 


The  Common  Fund 


Equity-Income  Fund 

$382  million 
Barrow,  Hanley 

Mewhinney  &  Strauss 
Fidelity  Mgt 
International  Marine 
Newell  Associates 
Quest  Advisory 
Trinity  Investment 

International  Fund 

$466  million 
ABD  International 
BA  International 
Capital  Guardian  Trust 
Grantham,  Mayo,  Van  Otterloo 
Rowe  Price-Fleming 


Bond  Fund 

$544  million 
Bradford  &  Marzec 
STW  Fixed  Income  Mgt 
T.  Rowe  Price  Assoc 
Western  Asset  Mgt 


Global  Bond  Fund 

$329  million 
Aall  International  Inv 
BA  International 
Fiduciary  Trust  Co 
First  Chicago  Inv  Adv 


\ 
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MYOURGUMDIAM. 

e  of  the  most  important  in- 
tments  you'll  ever  make  won't 
in  gold,  diamonds,  stocks, 
sven  bonds.  Rather,  it  will  be 
le  person  you  choose  to 
d  guide  you  through  today's 
easingly  complex  maze  of 
jstment  vehicles.  And  no 
fessionals  are  better  quali- 


fied to  do  that  than  Guardian 
agents.  They  are  among  the 
most  highly  trained  in  the  busi- 
ness. They  possess  a  unique 
grasp  of  how  the  landmark 
1986  Tax  Reform  Act  will  affect 
you  today  and  in  the  future.  And 
they  have  the  resources,  prod- 
ucts and  financial  strength  of 
The  Guardian  backing  them  up. 
So  before  you  make  your 


next  investment  decision,  invest 
some  time  and  talk  to  your 
Guardian  at  1-800-482-6474. 
We  think  you'll  agree,  it's  "the 
better  buy." 

4&  The  Guardian 

Established  1860 

201  Park  Avenue  South 

New  York,  NY  10003 


And  now  for  the  very  latest  trend  in  big-city 
commercial  real  estate  development. 


Rent  a  closet 


By  Ellen  Paris 

TO  THE  URBAN  TANGLE  of  high- 
rise  office  buildings  and  garish 
strip  centers  along  west  Los  An- 
geles' Olympic  Boulevard  add  some 
curious  new  tenants— a  trio  of  bleak, 
three-story,  windowless  concrete 
buildings  with  names  like  U-Store 
and  Public  Storage  tacked  to  their 
sides.  These  ministorage  buildings 
have  sprouted  in  just  the  past  three 
months,  where  for  under  $100  a 
month,  cramped  materialists  can  rent 
a  five-by-ten  "closet"  to  store  any- 
thing from  skis  and  suitcases  to  the 
Victorian  furniture  they  inherited 
from  Aunt  Maude. 

Why,  you  may  ask,  would  anyone 
build  a  miniwarehouse  (or  self-storage 
facility,  as  their  developers  like  to  call 
them)  on  prime  $100  a  square  foot 
westside  Los  Angeles  land?  Pretty 
simple.  They  make  a  lot  of  money. 

"We  got  into  the  self-storage  busi- 
ness 18  months  ago  because  the  re- 
turns are  fantastic  and  the  cash  flow 
excellent,"  answers  Michael  Zibilich, 
president  of  Southmark  Personal  Stor- 
age Inc.,  a  subsidiary  of  Dallas-based 
Southmark  Corp.,  the  $2  billion  (as- 
sets) real  estate  and  financial  services 
company.  Southmark  owns  14  self- 
storage  operations,  mostly  in  Califor- 
nia and  Florida,  and  recently  opened 
what  will  eventually  be  a  175,000- 
squarc-foot  facility  on  Nimitz  High- 
way in  the  heart  of  Honolulu.  The 
returns,  if  you  paid  cash  and  built  one 
yourself,  of  about  15%  are  in  fact  bet- 
ter than  those  of  a  lot  of  office  build- 
ings today.  In  west  Los  Angeles,  for 
example,  the  average  return  on  a  low- 
rise  office  building  is  8%  to  9%. 

Some  self  storage  outfits  got  into 
the  business  first  as  a  way  of  land 
banking,  figuring  to  get  some  cash 
'low  from  parcels  they  owned  until 


Ministorage  in  west  Los  Angeles 
Marketing  to  the  Mercedes  set. 


the  market  was  right  for  other  devel- 
opment. This  was  the  strategy  Public 
Storage,  Inc.,  the  country's  largest 
self-storage  company,  started  with  15 
years  ago.  But  self-storage  has  turned 
out  to  be  so  lucrative  that  only  one  of 
some  700  properties  so  far  has  been 
converted  to  another  use. 

Public's  newest  and  most  expensive 
project  opens  this  month  on  Olympic 
Boulevard  in  west  Los  Angeles.  Its 
neighbor  is  a  twin-tower  high  rise.  "If 
the  land  banking  element  happened 
to  somehow  work  out,  then  it  would 
be  an  extra  kicker,  but  we  are  not 
depending  on  it,"  says  Hugh  Home, 
president  of  Public  Storage's  real  es- 
tate development  group. 


Ministorage  has  been  around, 
course,  since  the  early  1970s.  But  tl 
old  "tin  shoeboxes  with  garage  door} 
strung  along  cheap  land  at  the  edge 
town  are  now  being  replaced,  in  prim 
urban  areas,  by  two-to-five-story  . 
fairs  replete  with  carpets,  climai 
control  and  elevators. 

Even  on  expensive  land  and  wii 
higher  construction  costs  for  puttin 
in  a  few  amenities,  the  economi« 
work.  Operating  costs  for  a  multisti 
ry  miniwarehouse  run  around  25% 
the  building's  gross  revenues,  cod 
pared  with  at  least  30%  for  an  offii 
building.  Construction  costs  of  aboi 
$25  a  square  foot  are  well  below  tl 
comparable  office  market's  $75 
square  foot.  While  urban  land  cos 
are  high,  developers  can  charge  ren 
in  metropolitan  New  York  City  ar 
Los  Angeles  that  are  40%  to  50' 
higher  than  at  suburban  storage  faci] 
ties.  And  unlike  the  urban  office  ma 
ket,  there  is  currently  no  oversupp 
of  storage  facilities — this,  despite  tl 
fact  that  the  industry  is  adding  aboi 
1,400  new  facilities  a  year. 

In  1979  there  were  only  about  3,5( 
miniwarehouses.  Today  there  are  i 
estimated  18,000  self-storage  outlet 
with  over  900  million  square  feet 
space  and  gross  revenues  of  about  i 
billion. 

Urban  areas  have  become  attracts 
because  they  draw  on  a  wider  range 
customers — upper-income  apartmei 
and  condominium  dwellers,  for  i: 
stance,  who  have  minimal  storaj 
space.  "Ministorage  used  to  cater 
the  blue-collar,  pickup-truck  set 
says  Frank  Mason,  president  of  tl 
National  Mini  Storage  Institute, 
trade  association.  "We  arc  buildii 
better,  more  secure  facilities  in  urb< 
areas,  so  we  open  the  market  to  tl 
Mercedes  set." 

But  businesses,  small  and  large,  a 
also  prime  customers,  and  now  rei 
30%  to  35%  of  the  space  availabl 
After  all,  it  is  cheaper  to  store  bac 
files  from  law  offices  and  accountii 
firms,  or  inventory  from  sales  offic 
in  a  miniwarehouse  than  to  rent  mo 
high-rise  office  space.  "Why  moi 
your  office  just  because  you  need  a 
ditional  storage  and  pay  $2.50 
square  foot,  when  you  can  rent  it  fro: 
me  for  $1.50  a  square  foot,"  says  Ho\ 
ard  Jacobs,  a  Los  Angeles  real  esta 
developer  who  has  built  his  first  su( 
warehouses. 

Obviously  the  cities  are  ripe  f 
self-storage  units  these  days.  But 
the  industry  goes  the  way  of  mo 
commercial  real  estate,  it  shouldn 
be  long  before  the  market  is  glutt< 
and  investors  will  have  to  be  ext 
careful  of  stepping  in  red  ink.  ■ 
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It's  a  streak  in  the  night  set  to 
capture  your  imagination.  Its 

name  is  Scorpio.  And  it  projects 
a  boldness  seldom  exhibited 

by  the  European  establishment. 

STRIKINGLY  DIFFERENT. 
Scorpio  designers  were  given 
the  freedom  to  create  a  new, 


V)l 


\  ) 


dramatic  shape  that  is  both 

aerodynamic  and  space 
efficient.  It  is  powered  by  a 
smooth  2.9  liter,  fuel  injected 
V-6  developed  for  the  unlimited 
speed  autobahns  of  Germany. 
The  suspension  is  fully 
independent  to  provide 
excellent  handling  and  a  smooth 


ride  while  its  brakes  emplo 
the  world's  most  advance; 
system:  ABS  with  discs  at  \ 
four  wheels. 

THE  MOST  HONORED. 
Scorpio  won  more  awards  th 
any  other  new  car  when  inti 
duced  in  Europe.  Eighteen  in  i 
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ong  them  the  German  Road 
afety  Award  and  Europe's 
eted  Car  of  the  Year  title  for 
J6.  In  a  vote  by  56  journalists 
epresenting  17  countries 
iroughout  Europe,  Scorpio 
inished  first  ahead  of  the 
ah  9000  and  the  Mercedes- 
enz  200  and  300E  models. 


PERSONAL  ATTENTION. 

The  Scorpio  experience 
includes  a  special  level  of 

personal  attention  that 
continues  well  after  you've 
made  the  purchase.  Like  a 
free  loaner  car,  at  participating 
dealers,  whenever  you  bring 
your  Scorpio  in  for  service. 


Scorpio  RoadCare  is  also  pro- 
vided. It's  all  part  of  Lincoln- 
Mercury -Merkur's  dedication 
to  customer  satisfaction. 


MERKUR 

Advancing  the  art  of  driving. 


Buckle  up-together  we  can  save  lives. 


R.    K    U  R 


am 


ND ENJOi  II  TOO 


Scorpio  explodes  the  myth 
that  owning  a  well  engineered 

German  sedan  requires 
sacrificing  personal  comfort. 
Nowhere  is  this  more  apparent 
than  in  the  rear  seating  area 
where  passengers  enjoy  more 
than  three  feet  of  legroom, 
electric  reclining  seats,  and 
three-point  safety  harnesses, 
ont,  Scorpio  is  equipped 


with  anatomically  correct  power 
bucket  seats  and  a  4-way 
adjustable  steering  wheel. 

THE  AMENITIES  OF  STYLE. 
Scorpio  has  all  the  power 

conveniences:  windows,  door 
locks,  seats,  steering,  brakes, 

and  outside  mirrors  (heated). 
Its  instrumentation  is  of  precise 

analog  design.  No  gimmicks. 


Just  accurate  information 
delivered  in  an  effective 
manner.  There's  Electronic 
Automatic  Climate  Control  ar 
of  course  music.  An  electroni 
AM/FM  stereo  cassette  witl 
12  station  memory,  Dolby/ 
a  power  amplifier  and  six 
speakers.  An  optional  Tourir 
Package  includes  leather 
upholstery,  power  moonroof 


and  fuel  computer. 

GUARANTEED  RESALE 

VALUE. 
Scorpio  is  offered  with  a 
ranteed  resale  feature  that 
ill  help  protect  the  return 
your  investment.  See  your 
Lincoln-Mercury-Merkur 
dealer  for  a  copy  of  this 

program. 


Scorpio  will  be  produced  in 
limited  numbers  for  America. 
It  is  aimed  at  that  small 
percentage  of  the  driving 
population  that  is  unwilling  to 
compromise  on  its  goals  and 
desires.  After  all,  if  you've 
achieved  a  level  of  success 
that  allows  you  to  afford 
Scorpio,  you've  probably 
sacrificed  enough  already. 


Imported  from  Germany 

Exclusively  for 
Lincoln-Mercury-Merkur. 


MERKUR 

Advancing  the  art  of  driving. 


Buckle  up-together  we  can  save  lives. 


( 


It's  a  streak  in  the  night  called 

Scorpio,  and  you  can  have 
an  insider's  view,  even  before 
the  American  debut,  by 
ordering  a  complimentary 
Scorpio  Preview  Collection. 
The  Collection  describes 
Scorpio's  advanced  components 
and  uses  extensive  photog- 
hy  to  show  how  Scorpio 
Shyou  the  handling  of  a 
touring  sedan  and 


PvPIOCOIRIOHO 


uncompromising  comfort. 
It  will  introduce  you  to  an 
exceptional  automobile 
through  these  publications: 
A  38-page  full-color  catalog 
with  complete  details  on 
this  unique  touring  sedan. 

Engineering  /Votes  to 
show  design  criteria  that 
shaped  Scorpio. 
The  Merkur  Story  detailing  the 
German  heritage  of  Scorpio. 


Also,  when  Scorpio  reaches 
your  Merkur  dealership, 
you'll  receive  a  Driving 
Review  that  can  familiarize 
you  with  Scorpio's  controls 
prior  to  your  road  test. 

SCORPIO  WAS  THE  MOST 
HONORED  EUROPEAN  CAF 

FIND  OUT  WHY. 
To  receive  your  complimentar 
Scorpio  Preview  Collection, 


FREE  MERKUR  SCORPIO 
PREVIEW  COLLECTION 

Please  Send  Me  More  Information 
About  Scorpio 

Name  {Please  print) 
Address 


City 

(  ) 


State 


ZIP 


Area  Code 


Phone  Number 


Please  tell  us... 
. . .  when  you  plan  to  purchase  your  next 
new  automobile: 


□ 

1-3  mo. 


□ 


4  6  mo. 


□ 

7  12  mo. 


□ 

1-2  yrs. 


□ 

No  plans  within  2  yrs. 


. .  .what  you  are  currently  driving: 


Year 


Make 


Model 


mplete  the  attached  postage- 
paid  card  and  mail  it  today, 
)r  call  our  toll-free  number: 

1  800  822  9282. 

the  card  is  missing,  request 
e  Scorpio  Preview  Collection 

by  calling  the  toll-free 
umber  above  or  writing  to: 
e  Scorpio  Preview  Collection 
P.O.  Box  7014 

Lincoln  Park,  Ml  48146 


Like  Scorpio,  the  Preview 
Collection  will  be  available  in 
limited  numbers,  so  request 
yours  today. 


MERKUR 

Advancing  the  art  of  driving. 


SCORPIO  EXPANDS  THE 

MERKUR  BRAND 
INTRODUCED  BY  XR4TL 
XR4Ti,  the  first  Merkur,  offers 
a  special  kind  of  performance 
and  handling  that  challenges 
the  established  European  sports 
coupes  in  America.  Now,  it  is 
joined  by  Scorpio,  and  Merkur 
answers  the  need  for  a  fine 
German  touring  sedan  offering 
uncompromising  comfort  to 
its  passengers. 
Whichever  your  choice, 
Merkur  automobiles  remain 

for  the  discriminating 
driver  who  will  not  settle 
for  less. 
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THE  BOSS 


THE  797  MOST 
POWERFUL  MEN 
AND  3  MOST 
POWERFUL  WOMEN 
IN  CORPORATE 
AMERICA 

Seventy  or  eighty  years  ago,  when  the  U.S.  was  still  largely 
agrarian  and  Washington,  D.C.  closed  for  the  summer,  compiling 
a  list  of  corporate  America's  most  powerful  men  and  women 
wasn't  much  work.  There  were  the  Rockefellers  and  the  Fricks, 
the  Morgans,  Mellons  and  Guggenheims — and,  oh,  yes,  that 
upstart  Rosenwald,  building  the  big  dry  goods  company  out  west 
in  Chicago.  Sears  and  somebody. 

The  rest  were  kind  of  faceless  managers — supervisors,  that 
sort  of  thing.  A  few  people  made  the  big  decisions. 

Today  corporate  America  is  far  broader,  deeper  and  more 
complex,  and  a  program  of  its  leading  players  much  more 
difficult  to  compile.  In  a  socialist  system  or  a  dictatorship, 
everybody  knows  where  the  power  sits.  But  power  is  decentral- 
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Corporate  America's  Most  Powerful  People 


ized  in  a  capitalist  democracy,  widely 
dispersed;  lots  of  people  have  it,  some 
much,  some  little.  Several  of  the  earli- 
er fortunes  still  exist,  but  they  are 
scarcely  synonymous  with  power. 

We  track  them,  and  the  newer  for- 
tunes, in  the  annual  Forbes  Four  Hun- 
dred. In  the  pages  that  follow,  we  look 
not  at  great  wealth  but  at  the  Forbes 
800:  the  797  men  and  3  women 
who  wield  great  corporate  power  in 
America. 

If  none  is  individually  all-power- 
ful, as  a  group  the  Forbes  800  is 
immensely  powerful.  Each  leads  a 
large,  publicly  owned  corporation — 
which  is  why  our  list  excludes  peo- 
ple like  Michael  Milken,  who  wields 
a  different  kind  of  power.  On  our 
list,  Robert  Swanson  runs  the  small- 
est company,  Genentech,  which  sells 
$127  million  worth  of  biotechnology 
products  and  has  1,000  workers  on 
the  payroll.  Roger  Smith  runs  the 
largest.  General  Motors  employs 
876,000.  Its  revenues  topped  $100 
billion  last  year. 

Taken  together,  the  corporations 
led  by  our  800  executives  employ  22.7 
million  men  and  women,  here  and 
abroad.  To  put  that  number  in  con- 
text, total  U.S.  employment  is  around 
110  million. 

Also,  the  revenues  of  the  compa- 
nies commanded  by  our  800  execu- 
tives came  to  $2.78  trillion  last  year. 
The  country's  gross  national  product 
last  year:  $4.2  trillion. 

And  yet,  for  all  the  economic  mus- 
cle that  is  theirs  to  use  (and  some- 
times abuse),  few  of  the  Forbes  800 
receive  as  much  attention  as  the  may- 
or, say,  of  Seattle. 

Who  are  these  men  and  women 
whose  daily  decisions  directly  affect 
the  lives  and  livelihoods  of  nearly  23 
million  employees? 

From  the  tables  that  begin  on  page 
162,  a  picture  begins  to  emerge.  Per- 
haps the  most  telling  characteristic  is 
patience:  Remember,  these  are  people 
who  preside  over  power,  not  entrepre- 
neurs who  are  by  nature  an  impatient 
lot.  Most  of  these  executives  put  in 
long  years  in  order  to  arrive  at  the  top 
of  their  companies.  Of  the  800,  only 
125  have  been  with  their  companies 
less  than  10  years.  Five  hundred  have 
worked  at  least  20  years  with  the 
same  company,  and  328  have  been 
there  three  decades  or  more. 

A  powerful  lesson  there  for  today's 
younger  men  and  women  who  think 


keys  to  the  executive  suite  come  at- 
tached to  M.B.A.  degrees. 

Formal  higher  education,  our  tables 
show,  is  important,  but  not  a  substi- 
tute for  intelligence.  Of  the  Forbes 
800,  302  hold  graduate  degrees,  the 
most  popular  being  M.B.A.s  (137),  fol- 
lowed by  law  degrees  (57). 

Of  the  executives  without  ad- 
vanced degrees,  422  earned  under- 


graduate degrees.  A  rather  modest  11 
of  these  attended  an  Ivy  League  schoj 
(Yale  leads  with  33,  Princeton  secoij 
with  29,  Harvard  third  at  20). 

But  notice  something  impcrtan 
Seventy-six  of  these  leading  exec 
tives  earned  no  college  degree  at  a 
This  group  includes  Gulf  &.  Western 
Martin  Davis,  MCA's  Lew  Wasse 
man  and  United  Brands'  Carl  Lindne 
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:arly,  it  is  not  so  much  what  you 
dw  as  how  you  use  it  that  still 
ferns  success  in  corporate  America, 
'ower  is  not  merely  money.  But 
ire  is  a  positive  correlation — al- 
>ugh  not  as  positive  as  one  might 
)pose  in  a  society  where  pop  singer 
chael  Jackson's  $20  million  a  year 
ises  without  comment,  whereas 
i  Iacocca's  $20  million  is  the  object 


of  much  angry  derision. 

As  a  group,  the  Forbes  800  execu- 
tives earned  salaries  and  bonuses  last 
year  of  $568.5  million.  Additional 
compensation  (mainly  stock  options) 
brought  that  to  $808.3  million.  Com- 
pared with  their  total  corporate  reve- 
nues of  $2.78  trillion,  this  does  not 
strike  us  as  an  obscenely  large 
number.  Median  total  compensation: 

illustrations  by  Jean-Francois  Allaux 


$703,500. 

A  few  points  about  compensation. 
First,  it  means  different  things  in  dif- 
ferent parts  of  the  country.  Richard 
Bressler  earned  $1,063,000  last  year  at 
Burlington  Northern  in  Seattle.  John 
Bogardus  Jr.  earned  $1,134,000  at  Al- 
exander &  Alexander  in  New  York.  In 
Seattle,  $400,000  buys  you  a  five-bed- 
room house,  with  pool,  in  an  exclu- 
sive neighborhood.  In  New  York, 
$400,000  buys  you  a  small  three-bed- 
room apartment.  Keep  such  regional 
purchasing  power  differentials  in 
mind  while  scanning  the  tables. 

Compensation  appears  to  track 
age.  Among  chief  executives  age  40, 
median  compensation  is  $638,000.  At 
age  50,  the  median  rises  to  $641,000. 
At  60,  to  $777,000.  And  at  70,  to 
$897,000. 

Note  that  we  also  include  the 
executives'  ownership  of  their  com- 
panies' stock.  Many  wise  investors 
won't  touch  a  company  unless  top 
management,  too,  has  a  personal 
stake  in  the  stock's  performance. 

Observe  that  bosses  like  Joe  All- 
britton  (Riggs  National  Bank)  and 
William  Belzberg  (Far  West  Financial) 
own  large  amounts  of  stock  but  pay 
themselves  modestly.  Others,  like 
Colby  Chandler  (Eastman  Kodak)  and 
John  Clendenin  (BellSouth)  own  little 
stock  but  enjoy  large  salaries. 

On  the  pages  immediately  follow- 
ing, we  present  the  Forbes  Top  25. 
These  are  25  business  people  Forbes' 
editors  have  selected  from  the  larger 
group  for  their  special  influence  with- 
in and  beyond  their  own  industries. 
Warren  Buffett,  for  example,  for  his 
enormous  influence  on  investor  be- 
havior. Citicorp's  John  Reed  for  his 
influence  on  the  Third  World  debt 
problem.  And  so  on. 

A  few  salient  facts  about  this  spe- 
cial group:  Together  their  companies 
employ  4  million  people  and  account 
for  $568  billion  in  annual  revenues. 
Ten  of  the  Top  25  come  from  materi- 
ally well-off  families;  the  back- 
grounds of  the  other  15  were  consider- 
ably more  modest.  Only  3  attended 
Ivy  League  schools.  All  but  3  have 
spent  practically  their  entire  career  in 
their  present  employ.  Median  com- 
pensation within  this  group: 
$1,470,000,  vs.  the  Forbes  800's  medi- 
an of  $703,500. 

We  think  you  will  find  some  les- 
sons, and  perhaps  inspiration,  in  the 
men  and  women  bosses  who  follow. 
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The  new  COMPAQ  PORTABLE  III™ 
represents  the  most  power  and 
performance  ever  to  fit  in  a  package 
this  small.  What  makes  it  remark- 
able is  that  we  sacrificed  nothing  to 
accomplish  this  feat. 

It  feels  like  we 
left  something  out. 
We  didn't. 

At  18  pounds,  it  features  high-speed 
12-MHz  80286  technology  to  run 
industry-standard  programs  up  to 


50%  faster  than  8-MHz  80286- 
based  PC's  without  sacrificing  com- 
patibility. We  offer  640  Kbytes  of 
RAM  standard,  expandable  to  6.6 
Megabytes  without  touching  one  of 
its  two  optional  full-size  expansion 
slots.  Plus  the  choice  of  an  internal 
20-  or  40-Megabyte  fixed  disk  drive 
to  meet  your  mass  storage  demands. 

What's  ingenious  is  that  you  still 
get  a  full-size  standard  keyboard 
with  a  numeric  keypad.  A  high- 
resolution  adjustable  plasma  moni- 
tor displaying  text  and  graphics  on 


one  screen.  An  optional  internal 
modem.  An  industry-standard  51/ 
inch  diskette  drive.  Shock  mount, 
for  ruggedness  and  reliability.  An 
more  features  that  other  compa- 
nies, in  order  to  get  their  portable 
more  portable,  left  out. 

Less  weight,  less  wait. 

Beyond  its  fast  12-MHz  80286 
microprocessor,  we  also  included 
optional  high-performance  fixed 
disk  drives.  And  even  high-speed 


Introducing  a  new  person 
no  other  portable  tnis  sma 


Most  other  portables 
and  laptops  use  slower 
microprocessors. 
Most  don't  offer  high- 
resolution  text  and 
graphics  or  even  a 
single  expansion  slot. 
Many  don't  offer  high- 
capacity  fixed  disk 
drives.  And  not  one 
offers  shock  mounting 
for  the  ruggedness 
you  need. 


Our  new  industry- 
standard  12-MHz 
80286  micropro- 
cessor runs  popu- 
lar programs  up  to 
50%  faster  than  8- 
MHz  80286-based 
PC's.  Which  is  one 
reason  the  COMPAQ 
PORTABLE  III 
delivers  the  highest 
performance  of  any 
portable  computer. 


Our  smallest  portable  yet  features  a 
standard  full-size  detachable  keyboard 
with  a  numeric  keypad  and  10  program- 
mable function  keys. 


The  COMPAQ  PORTABLE  III  is  actually 
half  the  size  of  our  first  portable  computer, 
yet  it's  considerably  more  powerful. 


AM.  These  performance  enhance- 
ents  work  together  to  avoid  bot- 
mecks  and  increase  information 
jw.  They  also  make  the  COMPAQ 
3RTABLE  III  the  fastest  portable 
imputer  in  the  world. 

Once  again, 
we've  got  a  better  handle 
on  computing. 

le  COMPAQ  PORTABLE  III  was 
lilt  to  survive  the  open  road,  but  it 
n  also  hold  its  own  on  a  desktop. 


It's  the  ideal  executive  workstation, 
allowing  you  to  network,  communi- 
cate with  your  mainframe,  sort  large 
data  bases  and  run  huge  spread- 
sheets with  ease. 

The  COMPAQ  PORTABLE  III  is 
unique  in  that  it  combines  these 
high-performance  capabilities  with 
a  much  smaller  footprint.  With  the 
advanced  capabilities  you'd  find  in 
a  high-performance  desktop  com- 
puter, the  COMPAQ  PORTABLE  III 
is  clearly  the  ultimate  in  portable 
computing  today.  This  kind  of  inno- 


vative engineering  is  why  Compaq 
is  the  world  leader  in  portable 
computers. 

See  the  new  COMPAQ 
PORTABLE  III  on  a  desktop  near 
you— at  one  of  over  3000  Autho- 
rized COMPAQ  Computer  Dealers 
worldwide.  For  more  information  or 
the  dealer  nearest  you,  call  1-800- 
231-0900  and  ask  for  Operator  32. 
In  Canada,  call  416-449-8741,  Oper- 
ator 32. 

©1987  Compaq  Computer  Corporation. 
All  rights  reserved. 


)mputer  that  does  something 
in  do.  Everything. 
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Our 

industry- 
standard  1.2- 
Megabyte  51/*- 
inch  diskette  drive 
means  you're  not 
forced  to  transfer  your  data  to  the  3'/2- 
inch  diskettes  most  of  our  portable 
competitors  use. 


We  feature  high- 
performance  20-  or  40- 
Megabyte  internal  fixed 
disk  drives  which  give 
you  plenty  of  storage 
and  deliver  an  average 
access  time  of  less  than 
30  milliseconds. 


comma 


It  simply  works  better 


jHEMMHHflHHIHUBUB^flflSKHOMI 

ISHBHBHIHHIHi^l 

HI 

: 

THE 
TOP  25 

Herewith,  Forbes  editors'  selection  from  corporate  America 
leading  executives  of  24  men  and  1  woman  who  exert  a  speci 
influence  both  within  and  beyond  their  own  industries.  Biogr 
phies  prepared  by  Burr  Leonard,  Rita  Koselka  and  Edward  Con< 

1980  at  46;  named  chairman  and  cl 
executive  last  year. 

For  years  the  model  for  Marks 
Spencer  and  other  leading  retail* 
Sears,  Roebuck  is  the  world's  larg< 
with  revenues  approaching  $45  1 
lion  and  close  to  half  a  million  e 
ployees.  But  Brennan  is  no  corpor 
bureaucrat.  Sears'  Discover  C£ 
which  was  launched  January  19 
was  a  big  gamble  that  now  seems 
be  paying  off.  Other  than  to  say 
wishes  him  well,  the  man  from 
retailing  family  offers  no  comme 
on  younger  brother  Bernard,  presid 
and  chief  executive  of  rival  Montgc 
ery  Ward  &  Co.— E.C. 


Warren  E.  Buffett 

Berkshire  Hathaway  Corp. 

The  only  man  to  make  $1  billion 
the  stock  market.  Born  in  Omaha 
1930,  only  son  of  a  stockbroker  i 
U.S.  congressman.  Education:  Unn 
sity  of  Nebraska  (B.A.  in  economi 

1950)  ,   Columbia  University  (IV 

1951)  ,  where  he  studied  under  Ber 
min  Graham.  Joined  father's  brok 
age  firm,  started  investment  parte 
ship  that  led  to  Berkshire  Hathaw 
"Sage  of  Omaha"  said  of  cheap  stoi 
in  1977:  "I  feel  like  an  oversexed  n 
in  a  harem." 

Through  Berkshire  Hathaway  a 
trols   19%   of  Capital  Cities/AI 


John  F.  Akers 

IBM  Corp. 

t  r 


From  sales  trainee  to  chairman  of  the 
technology  giant  in  26  years.  Born  in 
Boston  in  1934,  the  son  of  an  insur- 
ance executive.  Earned  degree  in  in- 
dustrial administration  from  Yale, 
1956.  Joined  IBM  in  1960  and  worked 
his  way  through  the  marketing  and 
manufacturing  and  development 
ranks.  Named  president  in  1983, 
chairman  in  1986. 

With  sales  of  $51.2  billion  and 
403,000  employees,  IBM  is  now  the 
world's  largest  technology  company 
and  exerts  enormous  influence 
throughout  the  high-tech  world.  To 
keep  this  commercial  muscle  in 
pe(  Akers  insists  that  all  IBM  divi- 
be  responsive  to  customers. 


That,  says  Akers,  means  more  people 
in  the  field  meeting  with  customers, 
listening  to  them  and  working  with 
them  to  solve  their  problems. — R.K. 

Edward  A.  Brennan 

Sears,  Roebuck  &  Co. 

One  of  several  one-employer  power- 
houses. Father,  grandfather  and  two 
uncles  all  worked  at  Sears.  Born  in 
Chicago,  1934.  Graduated  from  Fen- 
wick  High  School  in  Oak  Park,  111. 
and,  in  1955,  from  Marquette  Univer- 
sity. Joined  Sears  1956  as  salesman  in 
Madison,  Wis.  Promoted  in  1958  to 
assistant  store  manager  in  Oshkosh. 
He  continued  to  climb  through  core 
retail  division  of  the  company.  Be- 
came president  of  Sears,  Roebuck  in 
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ns  Buffalo  News,  owns  nearly  14% 
Washington  Post  Co.,  run  by  close 
:nd  Katharine  Graham  (see  below). 
t  perfect:  in  April  1986  sold  over  1 
[lion  shares  of  Affiliated  Publica- 
ns (Boston  Globe)  for  over  $60  mil- 
i.  That  block  worth  twice  as  much 
ay.  But  the  effect  of  his  "value 
esting"  example  on  market  im- 
nse.  Goal:  "I  just  want  to  keep 
dng  as  much  fun  in  the  future  as  I 
re  had  in  the  past."  Sheepishly  ad- 
ts  to  buying  corporate  jet  (used)  last 
r— R.K. 


Robert  L.  Crandall 


AMR  Corp. 


Jim  KnowleVPicture  Group 


y  job  is  to  put  my  competitors  out 
business."  Born  1935,  Westerly, 
First  son  of  an  insurance  sales- 
n,  the  family  always  on  the  move, 
mdall  attended  16  schools  in  12 
rs.  Graduated  from  the  University 
Ihode  Island,  1957.  Supervised  an 
ce  for  John  Hancock,  won  scholar- 
?  to  Wharton  (M.B.A.,  1960).  Cred- 
apervisor  for  Eastman  Kodak,  then 
tomer  financial  services  director 
Hallmark  Cards.  Became  assistant 
isurer  at  TWA  starting  in  1966. 
iped  to  American  Airlines  in  1973, 
sn  American  was  losing  $48  mil- 
i.  Named  chairman  and  chief  exec- 
/e  officer  of  American  and  its  par- 
,  AMR  Corp.,  in  1985. 


A  fighter,  Crandall  met  deregula- 
tion by  cutting  fares,  launching  the 
original  frequent  flier  program,  win- 
ning landmark  wage  concessions 
from  some  20,000  union  workers.  He 
continues  to  cut  fares  and  costs.  Last 
year  AMR  earned  its  fourth  consecu- 
tive profit  on  $6  billion  in  revenues. 
What  if  he'd  stayed  at  TWA?— B.L. 


Michael  D.  Eisner 

Walt  Disney  Co. 


David  Strick/Onyx 


Manhattan  bom  (1942)  and  raised  son 
of  a  Harvard-educated  lawyer  and 
businessman.  Studied  theater  and  En- 
glish literature  at  Denison  University 
(B.A.,  1964),  working  summers  as  a 
network  page  in  New  York  City. 
Started  in  CBS'  programming  depart- 
ment, moved  to  ABC  in  1966,  named 
president  of  Paramount  Pictures  in 
1976.  Brought  to  Disney  by  Roy  Dis- 
ney and  Bass  brothers  in  1984  to  res- 
urrect once-great  company.  Has 
brought  Disney  back  into  TV,  profit- 
able movies  {Down  and  Out  in  Beverly 
Hills  and  others),  aggressively  devel- 
oped Disney  World  and  other  real  es- 
tate. Recently  signed  agreement  with 
French  Prime  Minister  Jacques  Chirac 
to  export  U.S.  culture  by  building  $1.6 
billion  European  Disneyland.  Under 
Eisner,  Disney's  market  value  has 
grown  almost  fivefold  (Bass  brothers' 
profit:  $700  million).  Ardent  patron  of 
California  Institute  of  Arts,  created  by 
Walt  Disney  in  1961.— R.K. 


Roberto  C.  Goizueta 

Coca-Cola  Co. 

Pronounced  go-zwET-ta.  Bom  in  Ha- 
vana in  1931.  Degree  in  chemical  en- 
gineering from  Yale,  1953.  Joined 
Coca-Cola  Cuba  in  1954;  Caribbean- 
area  chemist  of  the  Coca-Cola  Export 
Corp.  in  1961.  Came  to  Atlanta  head- 
quarters in  1964,  chairman  since 
1981.  Famous  inflation  line:  "In  Latin 
America  you  lose  money  if  you  get  a 
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flat  tire  on  the  way  to  the  bank." 

Goizueta  lost  on  New  Coke  but  re- 
couped with  Coca-Cola  Classic.  Coke 
again  is  winning  the  cola  wars.  Engi- 
neered nearly  $1.4  billion  spinoff  of 
Coke's  49%  interest  in  bottling  arm 
Coca-Cola  Enterprises  last  Novem- 
ber. Has  invaded  Hollywood  by  buy- 
ing Columbia  Pictures  and  Norman 
Lear's  Embassy  Communications  and 
Tandem  Productions.  Among  shrewd 
brand-goods  managers,  Goizueta  is 
the  real  thing.— R.K. 


Katharine  Graham 

Washington  Post  Co. 


Peter  Garfield 


Chairman  of  company  whose  sway 
goes  far  beyond  its  modest  size.  In- 
sists: "Nobody  ever  has  as  much  pow- 
er as  you  think  they  do."  Daughter  of 
a  wealthy  banker  and  publisher.  Bom 
in  1917.  Product  of  upper-crust  Ma- 
deira School  in  Falls  Church,  Va., 
then  University  of  Chicago.  Married 
Harvard  lawyer  Philip  Graham, 
played  devoted  wife  and  mother  role 
as  he  published  her  family's  Washing- 
ton Post.  With  little  experience,  she 
took  over  company  after  husband's 
death  in  1963.  Relies  heavily  on  coun- 
sel of  good  friend  Warren  Buffett  (see 
above),  whose  Berkshire  Hathaway 
owns  nearly  14%  of  Washington  Post 
Co.  Sold  partial  interests  in  several 
cellular  telephone  systems  just  as 
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business  was  heating  up,  but  keeps 
Washington  Post  Co.  wonderfully 
profitable.  "I  know  there's  such  a 
thing  as  the  power  of  the  press,  but  we 
don't  think  about  it  or  even  seek  it," 
says  she.  "It's  challenge  enough  to 
stay  competitive  and  up  to  date  in  this 
fast-moving  world." — R.K. 


John  H.  Gutfreund 

Salomon  Inc. 


Rob  Kinmonth 


Responsible  for  raising  $99.3  billion 
in  debt  and  equity  for  U.S.  corpora- 
tions last  year.  Born  45  days  before 
Black  Tuesday  in  1929,  to  owners  of 
prosperous  wholesale  meat  and  truck- 
ing company  in  Scarsdale,  N.Y.  Liber- 
al arts  degree  from  Oberlin  College, 
Class  of  1951.  Considered  teaching 
literature,  fought  in  Korea,  joined  Sal- 
omon Brothers,  then  a  modest  bond 
trading  house,  in  1953.  Made  partner 
1963,  managing  partner  1978. 

Gutfreund  led  move  to  sell  the  part- 
nership to  Phibro  for  $554  million  in 
1981.  Three  years  later  won  messy 
internal  battle  to  run  merged  concern, 
renamed  Salomon  Inc.  in  1986.  Sec- 
ond wife,  Susan,  known  for  her  lavish 
society  parties. 

With  a  daily  average  of  $19.9  billion 
in  securities  inventories,  Salomon 
reigns  as  the  world's  largest  U.S.  gov- 
ernment bond  trader.  Slow  learners 
need  not  apply.  "It's  a  harsh  world 
where  mistakes  are  not  charitably 
dealt  with,"  says  Gutfreund.  "The 
stakes  are  much  higher  than  they've 
ever  been."— B.L. 


Richard  E.  Heckert 

E.I.  du  Pont 
de  Nemours  &  Co. 

Gentleman  farmer-chemist.  Born 
1924  in  Oxford,  Ohio,  youngest  of 
four  children  of  Miami  University 
professor.  Played  football  at  high 
school,  earned  B.A.  Miami  in  1944, 
and  Ph.D.  in  organic  chemistry  at 


University  of  Illinois,  1949,  and 
joined  Du  Pont  as  a  research  chemist. 
Named  president  and  chief  operating 
officer  of  Du  Pont  1981,  vice  chair- 
man when  Du  Pont  merged  with  Con- 
oco five  months  later.  Chairman 
since  last  year.  Makes  home  on  125- 
acre  farm  in  Unionville,  Pa. 

With  sales  of  $29.6  billion  and 
100,000  employees  in  the  U.S.  and 
41,000  overseas,  Du  Pont  remains  the 
world's  leading  chemical  company 
through  determined,  often  unpopular 
action.  Heckert  has  cut  the  compa- 
ny's work  force  by  20%  since  1982. 
Sales  decreased  slightly,  but  profits 
grew  25.9%.— B.L. 


Mister  Turnaround  to  some,  the  $20 
million  man  to  others.  Born  1924  in 
Allentown,  Pa.,  where  his  father,  an 
Italian  immigrant,  ran  a  hot  dog  res- 
taurant. Graduated  from  Lehigh  Uni- 
versity in  three  years  (Class  of  1945), 
earned  master's  degree  in  mechanical 
engineering  from  Princeton,  joined 
Ford  as  student  engineer.  At  Ford 
brought  out  Mustang  (1964),  became 
president  (1970),  was  fired  by  Henry 
Ford  II  ( 1 9 78 ),  landed  at  Chrysler  a  few 
months  later.  Won  celebrityhood  (and 
revenge  against  Henry  II)  by  cutting 
salary  to  $1  and  convincing  Congress 
to    guarantee    loans    to  Chrysler 


amounting  to  $1.5  billion.  Autho 
Iacocca,  An  Autobiography,  the  best! 
ing  hardcover  business  autobiogra 
of  all  time.  Insists  he  has  no  presic 
tial  ambitions,  and  he  prob; 
doesn't. — B.L. 


Keith  Rupert  Murdoch 

News  Corp.  Ltd. 


Rob  Kli 


A  media  mogul  of  many  flags.  Bor 
Australia,  1931.  Educated  at  Ox 
(Class  of  1952),  became  U.S.  citize 
1985  to  acquire  six  TV  stations  f: 
Metromedia. 

With  1986  assets  of  $5.6  bill 
Murdoch's  collection  of  media  p 
erties  includes  tabloids  in  Engl; 
Australia  and  the  U.S.  (New  York  I 
San  Antonio's  Express-News),  the  71 
of  London.  Murdoch's  hard-nosed 
proach  to  Britain's  Luddite  p 
unions  responsible  for  bringing  I 
ish  newspaper  publishing  into  8 
century.  Last  year's  $1.15  billior 
sue  of  Fox  Television  Stations  was 
largest  media  offering  ever.  Cur 
challenge:  the  creation  of  a  foi 
U.S.  television  network. — B.L. 


Kenneth  H.  Olsen 

Digital  Equipment  Corp. 


Selh  Resnick  Picture 


Widely  considered  among  most  j 
cessful  entrepreneurs  ever.  Born  1! 
grew  up  in  Stratford,  Conn.,  raise 
working-class  community  where 


Lido  Anthony  (Lee)  Iacocca 

Chrysler  Corp. 
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To  you,  it's  The  Johns  Hopkins  University. 
To  us,  it's  creating  a  better  learning 
environment  for  9,500  students. 


"At  The  Johns  Hopkins  University,  decisions  are 
|  with  careful  thought  and  consideration,  and  an 
o  safeguarding  the  high  standards  of  the  University" 
This  commitment  to  excellence  has  been  a  tradition 
e  Johns  Hopkins  University  for  over  100  years;  a 
tion  the  University  helps  to  support  by  providing 
«st  possible  environment  for  its  students.  The 
ms  that  monitor  and  control  the  heating,  ventilating, 
lir  conditioning  for  the  29  main  campus  buildings 
designed  and  installed  by  Johnson  Controls.  We 
naintain  and  service  these  building  systems  for 
istent  performance  and  efficient  operation. 
Designing,  installing,  maintaining  and  servicing 


building  systems  is  our  business.  Over  100,000  building 
owners  have  chosen  Alliance™  programs  with  Johnson 
Controls  for  facilities  management,  from  large  installa- 
tions like  The  Johns  Hopkins  University  to  small  local 
office  buildings. 

Why  not  talk  to  us  about 
creating  a  more  comfortable 
and  efficient  environment  in 
your  facility?  Call  us  now  at 
1-800-972-8040  (In  Wisconsin 
1-800^72-6533) 


^Wng  o  better  dir, 


V>r  business 


II 


JQHNSON 
CONTROLS 

Creating  a  better  climate 
for  business. 


father  designed  machine  tools.  Gradu- 
ated from  Stratford  High  School, 
fought  in  Navy  during  World  War  II, 
quickly  earned  B.S.  and  master's  de- 
gree in  electrical  engineering  from 
MIT.  After  a  brief  sojourn  at  IBM, 
Olsen  and  associate  Harlan  Anderson 
started  Digital  in  an  old  woolen  mill 
in  1957  with  one  employee.  Intro- 
duced the  first  affordable,  mass-pro- 
duced minicomputer  in  1965,  the 
VAX  supermini  in  1977.  Today  DEC 
has  105,000  employees,  grosses  $7.6 
billion  annually  and  ranks  second 
only  to  IBM  in  computer  market 
share.  A  soft-spoken,  devout  Chris- 
tian fundamentalist,  Olsen  has  this 
goal  for  his  equipment:  To  connect 
everything  within  a  building  or  an 
entire  organization  around  the  world 
in  a  single  network. — B.L. 

James  E.  Olson 

AT&T 


hi  (i.tninu  1  mis.  m 


The  barber's  son  who  has  had  to  re- 
shape totally  his  view  of  his  chosen 
industry.  Born  in  Devil's  Lake,  N.D. 
in  1925.  Worked  as  a  cable  splicer's 
helper  with  AT&T  during  summer 
vacation.  Attended  the  University  of 
North  Dakota  (B.S.,  1950),  while  put- 
ting in  30-hour  weeks  at  Northwest- 
ern Bell.  Turned  down  law  school  to 
accept  a  management  job  with  Bell. 
No  regrets. 

Assumed  senior  role  in  planning  for 
the  Bell  system  breakup.  Named 
chairman  and  chief  executive  of 
world's  largest  nongovernment  tele- 
communications company  in  1986. 
"There's  no  point  in  reminiscing," 
Olson  says  of  deregulation.  "We  have 
been  freed  up  to  move  with  the  fu- 
ture." Rival  long-distance  carriers 
now  taking  huge  losses.  He  stresses 
country's  need  for  "businessmen  who 
are  literate,  who  can  understand  tech- 
nology and  who  appreciate  the  free 
enterprise  system."— R.K. 


The  Top  25 


Donald  E.  Petersen 

Ford  Motor  Co. 
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Beating  GM  where  it  counts.  Born  on 
farm  in  Pipestone,  Minn,  to  working- 
class  parents,  1926.  Father  held  vari- 
ety of  sales  jobs.  Petersen  attended 
public  schools  in  Long  Beach,  Calif, 
and  Portland,  Ore.  Graduated  Phi  Beta 
Kappa  from  University  of  Washington 
(1946),  M.B.A.  Stanford.  Joined  Ford 
1949  in  product  planning  area  and  lat- 
er helped  develop  a  streamlined  breed 
of  car  including  the  Mustang,  Fair- 
lane,  Maverick  and  Mark  III. 

From  1980  to  1982  Ford  losses  to- 
taled $3.3  billion.  During  the  same 
period  Petersen  oversaw  $8  billion 
spending  on  new  products  and  plants. 
Ford  earned  $3.3  billion  last  year,  to 
GM's  $2.9  billion.  On  retirement  of 
Philip  Caldwell  in  1985,  Petersen  sec- 
ond non-Ford-family  member  to  head 
the  world's  second-largest — and  most 
profitable — car  company. — B.L. 

Lawrence  G.  Rawl 

Exxon  Corp. 


It  takes  a  tough  man  to  keep  the 
world's  largest  oil  company  on  top. 
The  fifth  of  six  children  in  an  Irish- 
American  family,  Rawl  was  raised  in 
New  Jersey;  fought  as  a  Marine  during 
WWII;  earned  degree  in  petroleum  en- 
gineering from  the  University  of 
Oklahoma  in  1950  on  the  G.I.  Bill. 
Turned  down  a  position  with  Stan- 


dard Oil  of  New  Jersey  (now  Exxon) 
take  job  with  smaller  company,  Hui 
ble  Oil  in  Houston,  then  discovei 
Humble  was  Esso  subsidiary.  Roses 
head  U.S.  marketing  operations 
1972,  became  the  number  two  mani 
Esso  Europe  in  1978,  named  chairm 
this  January. 

A  tough  manager,  Rawl,  now  ! 
orchestrated  payroll  cuts  last  ye 
shrinking  Exxon  from  146,000  e 
ployees  to  135,000.  He  also  cut  capi 
and  exploration  spending  from  $ 
billion  to  under  $8  billion  and  sc 
New  York  City  headquarters  buildii 
and  Reliance  Electric.  Enemy  numl 
one:  complacency. — R.K. 

John  S.  Reed 

Citicorp 

1  -I 


i 


i 


Andrew  Popper  Piciure  G 

Much  in  the  news  for  discounti 
Citi's  Third  World  debt  by  $3  billic 
less  so  for  creating  consumer  lendi 
powerhouse.  Born  Chicago  I9'c 
raised  in  Argentina  and  Brazil,  wh< 
father  was  executive  with  Armoi 
Fluent  in  Spanish,  degrees  Washii 
ton  &  Jefferson  College  (B.A.,  196 
MIT  (B.S.,  1961;  M.S.,  1965).  Br 
stint  at  Goodyear  Tire  &  Rubber. 

In  1965  Reed  joined  First  Natior 
City  Bank,  now  Citicorp,  natioi 
largest  (assets,  $196  billion). 

During  glory  days  of  foreign  ler 
ing,  rose  through  mundane  consurr 
side.  Pioneered  automated  teller  n 
chines.  Reed's  predecessor,  Wall 
Wriston,  influenced  a  generation 
world  bankers  when  he  declan 
"Governments  do  not  go  bankrup 
Reed's  $3  billion  reserve  against  C 
loans  to  foreign  governments  w 
likewise  influence  his  banking  gem 
ation — not  least  at  former  leader  Bai 
of  America.  Early  in  his  career,  Re 
earned  a  reputation  as  an  abrupt,  hai 
driving  leader.  Edges  smoother  no 
but  determination  and  clear  visi 
obviously  remain. — B.L. 
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James  D.  Robinson  III 

American  Express  Co. 


:h  kid  does  well.  Robinson  was 
rn  in  1935  into  a  wealthy  Atlanta 
iking  family.  Graduated  from 
orgia  Tech  in  1957,  served  two 
irs  in  the  Naval  Reserve,  then 
B.A.  from  Harvard  in  1961.  Made 
leral  partner  at  White,  Weld  &  Co. 
33.  Joined  American  Express,  1970. 
inied  chairman  and  chief  executive, 
77.  Bought  several  financial  compa- 
:s,  including  Shearson  Lehman 
)thers,  which  contributed  31%  of 
aEx'  $14.7  billion  (revenues)  last 
ir.  Sold  13%  of  Shearson  to  the 
ianese  for  $508  million,  another 
%>  to  public  for  $580  million.  Rob- 
on  has  also  paid  attention  to 
tiEx'  original  travel-related  busi- 
ss,  which  generated  half  of  the  com- 
ly's  $1.2  billion  in  profits  for  1986. 
s  run  company  for  decade  and,  at 
likely  to  exert  large  influence  on 
ancial  services  business  for  decades 
>re.— E.C. 

William  A.  Schreyer 

Merrill  Lynch  &.  Co. 

Merrill  has  recently  lost  some  of  its 
inder,  it  remains  the  country's  larg- 
retail  brokerage  house  and  a  criti- 
gear  in  the  country's  capital  mar- 
ts. Born  in  Williamsport,  Pa.  in 
2,8,  Schreyer  earned  his  business  de- 
:e  from  Perm  State,  started  with 
:rrill  Lynch  as  a  management 
inee  after  graduation  in  June  1948. 

Alex  Quettda/Woodfin  Camp 


Ran  Trenton,  N.J.  and  Buffalo,  N.Y. 
offices.  Named  New  York  metropoli- 
tan area  sales  director,  1969,  chief  ex- 
ecutive in  1984,  chairman  in  1985. 

Aware  of  a  need  to  wring  more  prof- 
its out  of  expensive  manpower, 
Schreyer  has  been  trying  to  use  Mer- 
rill's financial  size  (assets:  $53  billion) 
and  marketing  muscle  to  gain  a  bigger 
share  of  investment  banking  busi- 
ness. Merrill's  recent  $275  million 
loss  on  mortgage  securities  trading  is 
a  setback,  but  Schreyer  has  never  been 
a  quitter. — R.K. 

Frank  A.  Shrontz 


Boeing  Co 


With  export  sales  last  year  of  about  $7 
billion,  Boeing  and  Shrontz  are  major 
players  in  reducing  trade  deficit.  Only 
child  of  a  sporting  goods  shop  owner, 
Shrontz  born  1931  in  Boise,  Idaho. 
Earned  a  law  degree  from  the  Univer- 
sity of  Idaho  (1954),  M.B.A.  from  Har- 
vard (1958).  Joined  Boeing  in  1958  as  a 
sales  administrator  in  the  commercial 
airplane  division.  Assistant  Secretary 
of  the  Air  Force  under  presidents  Nix- 
on and  Ford;  Defense  Department, 
1976.  Returned  to  Boeing;  in  1984  ran 
commercial  airplane  division  (60%  of 
Boeing's  sales).  Last  year  Shrontz  suc- 
ceeded T.A.  Wilson  as  chief  execu- 
tive, and,  in  May,  paid  $700  million 
(from  cash  pile  of  $4.3  billion)  for  up 
to  17%  of  Allegis,  parent  of  United 
Airlines,  which  has  a  large  order  in  for 
Boeing  planes.  "We're  not  moving 
into  the  airline  business,"  says  the 
affable  head  of  world's  largest  aircraft 
manufacturer.  "We  regard  this  as  a 
unique  financing  transaction." — E.C. 

John  G.  Smale 

Procter  &  Gamble  Co. 

The  man  who  bought  his  first  em- 
ployer. Bom  in  little  Listowel,  Ont.  in 
1927.  Graduated  from  Miami  Univer- 
sity of  Ohio,  1949  (five  years  after 


Richard  Heckert,  above).  First  job  was 
at  Vicks  Chemical,  then  landed  at 
P&G  in  1952  as  an  assistant  brand 
manager.  Climbed  P&G's  traditional 
packaged-goods  ladder,  then  led  move 
into  new  businesses,  including  Pam- 
pers diapers,  soaps,  health  care  prod- 
ucts and  proprietary  drugs,  all  highly 
profitable. 

In  1985  engineered  P&G's  $1.25  bil- 
lion buyout  of  his  first  employer, 
Richardson- Vicks,  and  $300  million 
acquisition  of  G.D.  Searle  &  Co.'s 
over-the-counter  drug  business. 
Named  chief  executive,  1981.  With 
P&G  sales  at  alltime  high  $15.4  bil- 
lion, Smale  was  last  year  named  chair- 
man. Director  of  the  United  Negro 
College  Fund.— E.C. 

Roger  B.  Smith 


General  Motors  C 


Brownie  Harris 


Though  now  less  profitable  than  Ford, 
GM's  $103  billion  in  sales  and 
876,000  employees  make  it  the 
world's  largest  company  by  far. 
Smith,  chairman  and  chief  executive 
since  1981,  was  bom  1925  in  Colum- 
bus, Ohio,  third  of  four  children.  His 
father  was  a  banker;  mother,  a  teach- 
er. When  father's  bank  failed  during 
Depression,  family  moved  to  Detroit. 
After  two  years  in  the  Navy,  Smith 
earned  bachelor's  (1947)  and  M.B.A. 
(1949)  degrees  from  the  University  of 
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tween  global  insurance  needs  and  the  abilit 


The  complexities  of  insurance  company  and  its  assets  in  jeopardy  300-plus  offices  in  64  countries, 

change  dramatically  from  country  to  Beyond  its  more  than  90  offices  lames  offers  clients  this  global 

country.  And  if  your  insurance  bro-  nationwide.  James,  through  the  net-  work  of  seasoned  insurance  pre 

not  established  everywhere  work  of  the  Sedgwick  Group,  can  sionals-in  place,  in  touch  with  e 

'ou  operate,  you  may  find  your  serve  multinational  clients  through  other,  and  ready  to  respond  to  w 


li  them  is  a  gaping  expanse. 


clients  need  no  matter  where 
leed  it. 

en  it  comes  to  genuine  global 
:e.  James  and  Sedgwick  cover 
orld. 


James  builds  the  bridge. 


America's  premier  insurance  broker 


The  Top  25 


Michigan  and  immediately  began 
long  march  up  GM  financial  side. 

Smith  acquired  Hughes  Aircraft  in 
1985,  then  H.  Ross  Perot's  EDS  in 
1984.  He  then  bought  out  critic  Perot 
for  $700  million  last  year.  Vaunted 
Saturn  Division  has  been  sharply 
scaled  back,  market  share  receding. 
Smith  has  pledged  to  spend  up  to  $5 
billion  to  repurchase  GM  shares 
(about  $32  billion).  But  never  underes- 
timate this  giant's  power.— E.C. 


Arthur  Ochs  Sulzberger 

The  New  York  Times  Co. 


Christopher  Pillitz/fmpact 


Publisher  of  what  is  arguably  the 
country's  most  influential  daily 
newspaper.  Born  in  New  York,  1926. 
Son  of  Iphigene  Ochs  (whose  father 
bought  the  New  York  Times  in  1896) 
and  Arthur  Hays  Sulzberger,  who  ran 
the  paper  for  many  years.  Served  in 
the  Marine  Corps  in  WWII.  Joined  the 
family  business  after  graduation  from 
Columbia,  1951.  Reporter  for  the  Mil- 
waukee Journal  from  1953  to  1954, 
jumped  to  Times,  reported  from  Lon- 
don, Paris  and  Rome.  Named  presi- 
dent and  publisher  in  1963,  following 
death  of  Orvil  Dryfoos. 

Mixing  business  acumen  with  in- 
herited privilege,  "Punch"  has  built 
The  New  York  Times  Co.  into  a  pub- 
lishing and  media  conglomerate  with 
over  10,000  employees  and  $1.5  bil- 
lion in  revenues.  Spent  over  $400  mil- 
lion for  new  businesses  in  1985.  With 
founding  Ochs,  Sulzberger  and  Adler 
families  controlling  more  than  80% 
of  voting  stoek,  Punch  grooming  Ar- 
thur Ochs  Sulzberger  Jr.,  35,  to  suc- 
ceed him.— E.C. 

Laurence  A.  Tisch 

CBS  Inc.  and  Loews  Corp. 

Beware  Larry  Tisch.  Born  on  the  Ides 
of  March  in  1923  in  New  York.  Grad- 
uated with  honors  from  New  York 
University  in  1942.  Master's  in  indus- 


Rob  Kinmonth 


trial  engineering  from  University  of 
Pennsylvania,  1943.  Brief  flirtation 
with  law  school  (Harvard)  before  he 
and  younger  brother  Preston  Robert 
(now  U.S.  Postmaster  General)  began 
building  father's  Lakewood,  N.J.  re- 
sort into  hotel  chain.  Took  over 
Loews  Theaters  in  1960,  expanded 
into  cigarettes,  insurance  and  watch- 
es. Loews  Corp.  now  $2  billion  (sales). 

Through  Loews,  bought  25%  of 
CBS  stock  in  1985  and  1986,  after 
broadcaster  was  put  in  play  by  Senator 
Jesse  Helms  and  Ted  Turner.  Re- 
placed CBS  Chairman  Thomas  Wy- 
man  with  himself.  After  charming 
CBS  journalists,  Tisch  lowered  ax,  fir- 
ing more  than  3,000.  On  revenues  of 
$4.6  billion  and  18,300  employees, 
CBS  is  still  not  very  profitable.  The 
broadcast  television  unit  is  running 
an  uncomfortable  second  to  NBC. 
Better  programming  and  more  cost- 
cutting  lie  ahead  if  Tisch  is  to  resusci- 
tate this  influential  network. — E.C. 


John  F.  Welch  Jr. 

General  Electric  Co. 


Move  over,  Larry  Tisch:  General  Elec- 
tric's  NBC  is  now  ahead  of  CBS.  The 
only  child  of  a  railroad  conductor  and 
a  strong-willed  mother,  Welch,  born 
in  1935,  was  raised  in  blue-collar  Sa- 
lem, Mass.  At  the  University  of  Mas- 
sachusetts (B.S.,  1957)  Welch  earned  a 
reputation  as  a  tough  competitor  in 
athletics  and  academics.  He  earned 


his  master's  in  chemical  engineer] 
at  the  University  of  Illinois  in  19i 
Ph.D.  1960,  joined  GE's  then-slee 
plastics  division.  It  grew,  and  so  . 
Welch's  importance.  Named  cha 
man  in  1981. 

Welch  has  reduced  GE's  payroll 
more  than  100,000  employees,  us} 
savings  to  help  finance  acquisitions 
1986,  including  80%  of  Kidder,  PI 
body  for  a  reported  $600  million,  RC 
(and  its  NBC  subsidiary)  for  $6.5  B 
lion  cash.  General  Electric  is  now  t 
country's  third-largest  company 
measured  by  market  capitalizati 
($46  billion). 

Speculation  is  running  high  as 
Welch's  next  target. — E.C. 


John  A.  Young 

Hewlett-Packard  Co. 


Doug  Menuez/Picture  G 


The  antibureaucrat  who  encouraj 
"management  by  wandering  arouni 
Only  child  of  an  electrician  and 
housewife,  born  in  tiny  Nampa,  I< 
ho,  1932.  Raised  in  Klamath  Fal 
Ore.,  B.S.  in  electrical  engineeri 
(Oregon  State,  1953).  Air  Force  I 
search  &  Development  Commai 
1954-56;  M.B.A.,  Stanford  Universi 
1958.  Joined  Hewlett-Packard  as  m 
keting  planner  the  same  year;  nan 
president  in  1977  and  chief  executi 
officer  in  1978,  age  46.  A  steady  fui 
raiser  for  Stanford.  Chaired  Preside 
Reagan's  Commission  on  Industr 
Competitiveness. 

On  everyone's  list  of  best,  most : 
novative  companies,  HP  now  e: 
ploys  over  80,000;  sales  exceed  $7  t 
lion.  Apart  from  intense  competiti 
from  IBM,  DEC  and  the  Japanese 
name  a  few),  Young's  challenge  is  c( 
tralizing  operations  without  dampe 
ing  decentralization's  creative  po 
ers.  "It's  a  powerful  tradition,  anc 
good  one,"  says  Young  of  HP's  decc 
tralization.  "I  try  to  make  sure  t 
organization  is  not  an  obstacle  to  ( 
trepreneurship." — E.C. 


Bernard  Gotfryd/Woodfin  Camp 
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How,  at  a  distance,  can  you  tell  the  truly 
from  the  merely  tasteful?  You  cant.  We  offer 
not  a  guide,  but  a  perspective. 


Style,  and  substance 


rHERE  is  a  passage  in  War 
and  Peace  in  which  Tolstoy 
reports  a  small  but  splendid 
piece  of  theater  the  Emper- 
or of  France  indulged  in  his 
ort  to  butter  up  the  Czar  of  all  the 
issias. 

Dear  reader,  before  you  decide  that 
meone  you  have  seen  in  action — in 
joardroom,  in  a  bedroom,  wherev- 
— truly  deserves  to  be  thought  of  as 
werful,  consider  the  charismatic 
[f-assurance  Napoleon  displayed, 
d  the  anxious  attentiveness  his  en- 
jrage  showed,  in  the  simple  act  of 
ining  a  decoration  on  a  Russian  sol- 
ir  in  Tilsit  in  the  year 
07: 


ipoleon  gave  a  slight 
ckward  turn  of  his  head, 
d  a  slight  motion  of  his 
tie  fat  hand,  as  though 
:king  something  with 

The  members  of  his 
ite,  who  guessed  the 
me  second  what  was 
inted,  were  all  in  a  bus- 
[j  they  whispered  to- 
ther,  passing  something 
im  one  to  another,  and  a 
ge  .  .  .  ran  forward,  and 
spectfully  bowing  over 
e  outstretched  hand  and 
>t  keeping  it  one  instant 
liting,  put  in  it  an  order 

a  red  ribbon.  Napoleon, 
thout  looking  at  it, 
sssed  two  fingers  to- 
ther;  the  order  was  be- 
reen  them.  Napoleon 
proached  Lazarev,  who 
x>d  rolling  his  eyes,  and 
11  gazing  obstinately  at 


his  own  Emperor  only.  Napoleon 
looked  round  at  the  Emperor  Alexan- 
der, as  though  to  show  that  what  he 
was  doing  now  he  was  doing  for  the 
sake  of  his  ally.  The  little  white  hand, 
with  the  order  in  it,  just  touched  the 
button  of  the  soldier  Lazarev.  It  was  as 
though  Napoleon  knew  that  it  was 
enough  for  his,  Napoleon's,  hand  to 
deign  to  touch  the  soldier's  breast,  for 
that  soldier  to  be  happy,  rewarded, 
and  distinguished  from  every  one  in 
the  world.  Napoleon  merely  laid  the 
cross  on  Lazarev's  breast,  and,  drop- 
ping his  hand,  turned  to  Alexander,  as 
though  he  knew  that  cross  would  be 


Seating  plan  of  the  Forum  in  Los  Angeles 


sure  to  stick  on  Lazarev's  breast.  The 
cross  did,  in  fact,  stick  on. 

Power,  as  Forbes  encounters  it  in 
the  line  of  duty,  is  announced  in  less 
theatrical  ways.  A  poll  of  editors  and 
reporters  here  leads  us  to  conclude 
that  in  corporate  America  charismat- 
ic shows  are  rare.  We  sought  confir- 
mation of  that  from  people  who  might 
be  expected  to  be  especially  sensitive 
to  executive  styles,  and  we  got  it. 
Ralph  Nader,  who  has  been  monitor- 
ing corporate  power  for  several  de- 
cades now,  detects  something  like  an 
aversion  to  high  drama.  In  his  meet- 
ings with  corporate  execu- 
tives, he  tells  Forbes,  the 
top  brass  tended  to  be  ca- 
sual. "Some,"  he  says, 
"didn't  even  try  to  clean 
up  their  offices." 

Of  the  trappings  of  pow- 
er there  is  an  abundance — 
chiefly  in  the  form  of  ex- 
ecutive offices  the  size  of 
drill  halls.  Drop-dead  vis- 
tas are  effective,  too,  for 
conveying  a  sense  of  pow- 
er without  anyone's  say- 
ing a  word.  No  one  who 
has  visited  Allen  Neu- 
harth,  chairman  of  Gan- 
nett Co.,  in  the  Gannett 
Building  on  the  Virginia 
side  of  the  Potomac,  is 
likely  to  forget  the  view 
from  his  office  on  the  31st 
floor  of  the  Lincoln  Me- 
morial, the  Washington 
Monument  and  the  Capi- 
tol Building. 

Office  decor,  too,  re- 
mains a  good  medium  for 
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Apparel  and 
accessories  are 
unreliable  marks  of 
true  power,  but  at  least 
they  are  a  start.  Here, 
some  items  to  ponder: 

□  Silk  tie  ($65)  and 
breast  pocket  wallet  in 
crocodile  ($2,850) 
from  Hermes; 

□  Bench  Made  shoes 
(  $260)  from  Brooks 
Brothers; 

□  Sea  Island  cotton 
shirt  ($85)  and  Oxxford 
pinstripe  suit  ($955) 
from  F.R  Triplet  &  Co.; 

□  Mont  Blanc  pen 
and) lib  in  18k gold 
($6,500)  from  Pearl 
Paint  Co.  ; 

O  Audemars  Piguet 
watch  in  18k  gold 
($7,950) from  FRF.D 
Joaillier  (New  York) 


a  power  message.  Mark  Green,  who 
worked  closely  with  Nader  for  ten 
years  in  Washington,  notes  a  ploy 
reminiscent  of  the  beast  that  didn't 
bark  in  the  Conan  Doyle  story.  In  the 
offices  of  the  mighty  that  he  calls  on, 
Green  says,  there's  never  any  paper 
around.  "I  run  a  $250,000  office  and 
my  desk  looks  like  Pompeii  after  the 
eruption,"  says  Green.  "These  guys 
run  $2.5  billion  enterprises  and  they 
always  have  a  clean  desk.  Why  is 
that?"  Then  Green  answers  his  own 
question:  "Internal  delegation." 

Dress  as  such  is  widely  regarded  as 
unreliable  in  taking  the  measure  of  a 
truly  powerful  executive.  Fine  gar- 
ments and  luxurious  accessories — we 
assembled  a  sample  on  this 


page — are  not  beyond  the  reach  of  fla- 
neurs with  taste.  Even  Polonius  knew 
that.  ".  .  .  [T]hc  apparel  oft  proclaims 
the  man,"  he  told  Laertes.  He  said 
"oft,"  not  "always." 

Says  Raymond  Rogers,  president  of 
Corporate  Campaign  Inc.,  the  outfit 
that  waged  a  long  campaign  to  orga- 
nize workers  at  J. P.  Stevens  textile 
mills:  "There  might  be  a  guy  in  short- 
sleeved  T  shirt  and  boots,  and  he 
might  be  more  powerful  than  some- 
one who's  got  his  nails  manicured. 
That  guy  from  First  Jersey  Securities 
(Robert  Brcnnan]  surrounded  himself 
with  huge  limousines,  planes,  fancy 
clothes,  manicured  nails,  and  then 
you  find  out  he's  nothing." 

Real  power  today,  as  best  Forbes 


can  tell,  expresses  itself  neither 
dress  nor  show  nor  even  in  self-; 
sured  attitudes,  but  in  actions.  Y 
want  to  be  seen  as  a  mover  and  sh< 
er?  Come  up  with  a  pair  of  seats  at  t 
Forum,  when  the  Los  Angeles  Laki 
are  at  home.  Tickets  on  the  floor  fo 
pro  basketball  game  fetch  $1 
apiece. 

.But  that's  not  the  point.  Folks  w 
park  cars  in  Los  Angeles  can  come 
with  that  after  a  good  day.  The  trick 
to  get  one  of  the  few  seats  on  t 
sidelines  (east  side).  Some  people  ha 
paid  scalpers  up  to  $3,000  for  the 
seats.  Jack  Nicholson  has  one.  If  y 
can  come  up  with  a  pair  in  such 
market,  that,  in  1987,  is  power.  Na{ 
leon  would  be  impressed.  ■ 


FORBES,  JUNE  15,  191 


Continuity 

is  doing  the  right  thing  consistently. 


Working  with  a  bank  is  most  effective  if  you  deal 
with  people  whom  you  know  and  who  under- 
stand your  needs.  A  sound  working  relationship 
makes  for  top  service.  We  believe  in  continuity. 


UBS  -  committed  to  excellence. 


in  the  United  States:  New  York  Branch  (299  Park  Avenue,  New  York. 
1171),  Chicago,  Houston,  Los  Angeles,  San  Francisco  UBS  in  Canada: 
ry,  Montreal,  Toronto  UBS  worldwide:  in  all  important  financial 
rs  around  the  globe.  Head  Office:  Union  Bank  of  Switzerland, 
lofstrasse  45,  CH-8021  Zurich. 


What  the  Boss  Makes 


The  people  in  power 


The  following  800  executives  lead  the  U.S.'  largest 
public  companies.  With  few  exceptions,  each  firm 
was  in  The  Forbes  500s  (Apr.  27).  The  left-half  table  tells 
where  these  executives  came  from,  and  their  career 
paths  to  the  top.  The  executives'  compensation,  their 
holdings  of  their  companies'  stock,  and  how  their  com- 
pensation ranks  are  shown  on  the  right-hand  side. 

A  few  methodological  notes:  Salary  +  bonus  includes 
all  salary  and  bonus  payments  in  1986,  whether  in  cash 
or  deferred,  as  well  as  directors'  fees  and  commissions. 
Other  includes  payments  made  under  long-term  com- 
pensation plans,  restricted  stock  awards  vested  or  re- 
leased from  restrictions  in  1986,  thrift  plan  contribu- 


tions and  other  benefits.  Stock  gains  include  net  value 
realized  in  shares  or  cash  from  the  exercise  of  stock 
options  or  stock  appreciation  rights  granted  in  prior 
years.  Rank  among  800  execs  is  based  on  total  compensa- 
tion. Rank  in  industry  compares  the  executive's  total 
compensation  to  that  of  other  executives  in  the  same 
industry.  Market  value  of  executives'  stock  holdings  is 
based  on  Apr.  30,  1987  prices  and  most  recent  proxy 
statements,  and  includes  all  classes  of  publicly  traded 
stock.  The  class  of  stock  with  the  largest  public  capital- 
ization is  represented  in  Stock  owned  by  the  executive 
and  immediate  family.  This  also  includes  options  that 
can  be  exercised  within  60  days. 


Chief  executive 

Company 

Age 

— Tenure  (yeajt>) — 
with  as 
firm  CEO 

Birthplace 

Under- 
graduate 

Graduate 
degree 

Profess 
backgi 

Ralph  E  Ablon 

Ogden 

71 

32 

25 

Tupelo,  MS 

Ohio  State 



adminis 

Leonard  Abramson 

US  Healthcare1 

55 

11 

1 1 

Philadelphia,  PA 

Pennsylvania  State 

MS 

founder 

C  Edward  Acker 

Pan  Am 

58 

5 

5 

Dallas,  TX 

Southern  Methodist 

— 

adminis 

Edward  L  Addison 

Southern  Co 

57 

33 

3 

Cottageville,  SC 

U  of  South  Carolina 

— 

techniq 

John  F  Akers 

IBM 

52 

Zo 

It 

Boston,  MA 

Yale 



market! 

Harry  W  Albright  Jr 

Dime  Finl  Services2 

62 

12 

6 

Albany,  NY 

Yale 



banking 

James  A  Aliber 

First  Federal  Mich 

62 

30 

10 

Detroit,  MI 

U  of  Michigan 



banking 

joe  L  Allbritton 

Riggs  National 

62 

6 

5 

D'Lo,  MS 

Baylor 



finance 

Darryl  F  Allen 

Trinova 

43 

15 

1 

Detroit,  MI 

Michigan  State 

MBA 

finance 

Howard  P  Allen 

So  Calif  Edison 

61 

33 

2 

Upland,  CA 

Pomona  Coll 

JD 

legal 

Wells  P  Allen  Jr 

NY  State  Elec  &  Gas 

66 

38 

4 

Scranton,  PA 

Rensselaer  Poly  Inst 

technics 

Robert  J  Allison  Jr 

Anadarko  Petroleum 

48 

14 

11 

Evanston,  IL 

Kansas 

technics 

Joel  B  Alvord 

Hartford  National 

48 

24 

1 

Manchester,  CT 

Dartmouth  Coll 

MBA 

banking 

John  B  Amos 

American  Family 

63 

32 

32 

Enterprise,  AL 

U  of  Miami 

ID 

founder 

James  K  Anderson 

Pacific  First  Finl 

50 

5 

3 

Wenatchee,  WA 

Whitman  Coll 

banking 

Robert  Anderson 

Rockwell  Intl 

66 

19 

13 

Columbus,  NE 

Colorado  State 

technics 

Dwayne  O  Andreas 

Archer  Daniels 

69 

16 

16 

Worthington,  MN 

finance 

Dewalt  H  Ankeny  Jr 

First  Bank  System 

54 

19 

1 

Minneapolis,  MN 

Dartmouth  Coll 

MBA 

banking 

Rand  V  Araskog 

ITT 

55 

20 

7 

Fergus  Falls,  MN 

US  Military  Acad 

adminis 

Nolan  D  Archibald 

Black  &  Decker 

44 

1 

1 

Ogden,  UT 

Weber  State  Coll 

MA 

finance 

Ian  Amof 

First  Commerce 

47 

8 

4 

Memphis,  TN 

Vanderbilt 

MBA 

banking 

H  Brewster  Atwater  Jr 

General  Mills 

56 

29 

6 

Minneapolis,  MN 

Princeton 

MBA 

marketi 

Louis  E  Azzato 

Foster  Wheeler 

56 

35 

6 

New  York,  NY 

City  Coll  New  York 

technics 

John  Carter  Bacot 

Bank  of  New  York 

54 

27 

5 

Utica,  NY 

Hamilton  Coll 

finance 

Luke  A  Baione3 

Crossland  Savings 

66 

41 

14 

New  York,  NY 

City  Coll  New  York 

finance 

Bob  R  Baker 

First  Columbia  Finl 

50 

21 

4 

Clarksville,  TN 

Southern  Methodist 

banking 

Dexter  F  Baker 

Air  Prods  &  Chems 

60 

34 

1 

Worcester,  MA 

Lehigh 

MBA 

technics 

H  Furlong  Baldwin 

Mercantile  Bkshs 

55 

30 

11 

Baltimore,  MD 

Princeton 

banking 

Bert  Ballengee 

Southwestern  Pub  Svc 

62 

38 

1 

Trinidad,  CO 

U  of  Texas 

finance 

Louis  F  Bantle 

UST4 

58 

24 

14 

Bridgeport,  CT 

Syracuse 

marketi 

'Figures  are  for  period  ending  12/31/8>    formerly  Dime  Savings  Bank.  , 

Succeeded  by  Maurice  L  Reissman,  1/1/87    ''Formerly  United  Slates  Tobacco. 
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— Compensation  (000)- 

Rank 

— Stock  owned — 
mkt  val 
%  (mil) 

— 1986 — 

 %  change  

salary  + 
profits  bonus 

stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

sales 
(mil) 

profits 
(mil) 

employ 
(000) 

$421 

— 

$1,808 

87 

indus  &  office  svcs 

4  of  10 

1.6% 

$20.0 

$800 

$119.6 

37.1 

NM 

5% 

92 

— 

725 

381 

health 

19  of  32 

6.50 

37.5 

502 

75.8 

0.9 

209% 

0 

19 

$101 

620 

470 

air  transport 

6  of  11 

0.77 

5.1 

3,C38 

-462.8 

23.1 

NM 

0 

77 

— 

697 

409 

electric  utilities 

3  of  73 

0.01 

0.4 

6,847 

882.9 

31.7 

6 

2 

U 

785 

1,497 

124 

computers  &  elec 

6  of  29 

0.02 

14.9 

51,250 

4,789.0 

404.5 

-27 

-3 

20 

— 

553 

513 

banks 

97  of  192 

0.07 

0.3 

883 

84.6 

3  1 

500  + 

52 

140 

— 

667 

432 

banks 

71  of  192 

1.21 

3.1 

1,232 

106.7 

2.1 

94 

45 

— 

— 

651 

440 

banks 

75  of  192 

35.80 

145.1 

446 

35.6 

1.9 

15 

30 

668 

431 

heavy  equipment 

8  of  13 

0.20 

2.1 

1,447 

122.6 

19.0 

64 

NA 

19 

684 

419 

electric  utilities 

4  of  73 

0.01 

0.5 

5,312 

768.6 

17.4 

-1 

19 

261 

746 

electric  utilities 

57  of  73 

0.01 

0.1 

1,277 

228.5 

4.4 

10 

15 

414 

640 

oil 

25  of  29 

0.13 

1.9 

206 

10.1 

0.7 

-78 

11 

61 

631 

458 

banks 

80  of  192 

0.38 

4.4 

1,026 

114.0 

7.1 

42 

NA 

34 

2,113 

66 

insurance 

5  of  42 

2.40 

23.4 

1,401 

100.7 

2.8 

84 

3 

9 

247 

757 

banks 

183  of  192 

0.80 

1.2 

424 

25.5 

1.3 

NM 

0 

1,638 

94 

3,134 

30 

aerospace  &  defense 

1  of  17 

0.10 

8.2 

12,296 

611.2 

122.2 

3 

6 

885 

298 

food  processor 

15  of  23 

4.91 

157.5 

5,336 

239.4 

9.9 

46 

10 

235 

379 

1,382 

140 

banks 

14  of  192 

0.26 

4.7 

2,930 

202.9 

10.0 

22 

33 

159 

2,590 

4,413 

10 

conglomerates 

2  of  20 

0.10 

7.5 

16,946 

539.5 

124.0 

84 

66 

80 

682 

421 

consumer  products 

18  of  23 

0.03 

0.4 

1,732 

-158.4 

22.1 

NM 

NA 

327 

700 

banks 

155  of  192 

0.37 

0.7 

350 

3.6 

2.5 

-84 

17 

16 

80 

1,259 

170 

food  processor 

8  of  23 

0.16 

6.2 

4,587 

183.5 

62.6 

59 

98 

211 

777 

heavy  equipment 

13  of  13 

0.16 

0.8 

1,258 

28.0 

12.1 

8 

10 

65 

845 

314 

banks 

44  of  192 

0.19 

2.5 

1,750 

155.2 

8.5 

19 

7 

497 

568 

banks 

113  of  192 

0.14 

0.3 

879 

43.5 

2.3 

-62 

50 

28 

282 

723 

banks 

166  of  192 

2.20 

0.7 

261 

-14.3 

0.8 

NM 

27 

12 

580 

493 

chemicals 

18  of  20 

0.49 

11.6 

1,982 

4.7 

17.7 

-97 

NA 

14 

300 

741 

372 

banks 

57  of  192 

0.25 

1.3 

294 

39.5 

2.5 

8 

11 

6 

266 

739 

electric  utilities 

54  of  73 

0.02 

0.2 

808 

121.3 

2.3 

3 

26 

28 

250 

1,475 

127 

beverages  &  tobacco 

4  of  11 

1.20 

18.8 

512 

103.9 

3.5 

11 

8 

Not  available 

NM:  Not  meaningful. 
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What  the  Boss  Makes 


— Tenure  (years) — 


Chipf  executive 

Company 

Age 

with 
firm 

as 
CEO 

Birthplace 

Under-  Graduate 
graduate  degree 

Professii 
backgro> 

Philip  G  Barach 

US  Shoe 

57 

26 

19 

Boston,  MA 

Boston 

MBA 

administ 

Kiieh  A  Rarker 

Public  Sentice  Ind 

61 

28 

10 

Stillwater,  MN 

U  of  Minnesota 

— 

finance 

( 'larpjii't*  f  Rark^dale 

Centerrc  Bancorp 

55 

28 

9 

St  Louis,  MO 

Brown 

— 

banking 

lamps  F  Rarnes 

Mapco 

53 

4 

3 

Ponca  City,  OK 

Oklahoma  State 

— 

operation 

|  David  Barnes1 

Mellon  Bank 

58 

31 

6 

Oil  City,  PA 

Allegheny  Coll 

— 

banking 

Theodore  W  Barnes 

Old  Stone 

56 

39 

11 

Providence,  RI 

— 

banking 

2^ane  £  Barnes 

Southwestern  Bell 

65 

45 

12 

Marietta,  OH 

Marietta  Coll 

— 

operatioo 

Robert  L  Barney 

Wendy's  Intl 

50 

17 

7 

Ashland,  KY 

— 

— 

administi 

Gerald  D  Barrone2 

Citadel  Holding 

56 

32 

1 

Tujunga,  CA 

UCLA 

banking 

Warren  L  Batts 

Premark  Intl 

54 

6 

1 

Norfolk,  VA 

Georgia  Inst  of  Tech 

MBA 

administi 

Junius  F  Baxter 

Western  Capital  Inv 

63 

37 

19 

Topeka,  KS 

U  of  Missouri 

MBA 

banking 

William  B  Bechanan 

Kentucky  Utilities 

61 

38 

8 

Hodgenville,  KY 

U  of  Kentucky 

technical 

John  D  Bellinger 

First  Hawaiian 

64 

45 

17 

Honolulu,  HI 

banking 

William  Belzberg 

Far  West  Financial3 

55 

13 

11 

banking 

Klaus  Bergman 

Allegheny  Power 

56 

15 

2 

Germany 

Columbia 

legal 

William  W  Berry 

Dominion  Resources 

55 

30 

4 

Norfolk,  VA 

Virginia  Military  Inst 

MS 

technical 

Michel  L  Besson 

CertainTeed 

53 

7 

7 

France 

Ecole  Centrale  des  Arts  MS 

operation 

John  C  Bierwirth 

Grumman 

63 

14 

12 

Lawrence,  NY 

Yale 

ID 

finance 

Oliver  W  Birckhead 

Central  Bancorp 

65 

36 

15 

Brooklyn,  NY 

Nichols  Coll 

banking 

Gene  H  Bishop 

MCorp 

57 

12 

12 

Forest,  MS 

U  of  Mississippi 

banking 

Henry  W  Bloch 

H&R  Block 

64 

31 

31 

Kansas  City,  MO 

U  of  Michigan 

founder 

W  Michael  Blumenthal 

Unisys 

61 

7 

6 

Germany 

U  of  Calif  at  Berkeley 

PhD 

administi 

William  W  Boeschenstein 

Owens-Corning 

61 

36 

14 

Chicago,  IL 

Yale 

marketin; 

John  A  Bogardus  Jr 

Alexander  &  Alexander 

59 

36 

8 

New  York,  NY 

Princeton 

insurance 

Thomas  E  Bolger 

Doll  &tlinfi/> 

Den  Atlantic 

^o 

A  A 
*#*♦ 

x 

o 

rNonoiK,  inc. 

S  Dak  School  of  Mines 

administi 

Thomas  R  Bomar 

AmeriFirst  Federal 

50 

11 

1 

Sherman,  TX 

Calif  State 

MBA 

banking 

Robert  E  Boni 

Arm  co 

59 

30 

2 

Canton,  OH 

U  of  Cincinnati 

PhD 

technical 

I  MacAJlister  Booth 

Polaroid 

55 

29 

1 

Atlanta,  GA 

Cornell 

MBA 

productio 

Allen  Bora 

Amax 

53 

20 

1 

Durango,  CO 

U  of  Texas  at  El  Paso 

technical 

Dennis  C  Bottorff 

Commerce  Union 

42 

18 

1 

Clarksville,  IN 

Vanderbilt 

MBA 

banking 

William  O  Bourke 

Reynolds  Metals 

60 

5 

1 

Chicago,  IL 

De  Paul 

operation 

William  J  Bowen 

Transco  Energy 

65 

12 

12 

Sweetwater,  TX 

US  Military  Acad  — 

operation. 

J  Mitchell  Boyd 

Shoney's 

48 

21 

1 

Nashville,  TN 

operation 

William  B  Boyd 

American  Standard 

63 

12 

2 

Palestine,  TX 

Texas  A&M  — 

technical 

Donald  N  Brandin 

Boatmen's  Bancshares 

65 

31 

14 

New  York,  NY 

Princeton  — 

banking 

John  G  Breen 

Sherwin-Williams 

52 

8 

8 

Cleveland,  OH 

fohn  Carroll  MBA 

operation. 

Fred  L  Brengei 

Johnson  Controls 

64 

39 

20 

Hicksville,  NY 

Stevens  Inst  of  Tech  — 

sales 

Edward  A  Brennan 

Sears,  Roebuck 

53 

31 

1 

Chicago,  IL 

Marquette  — 

retailing 

Richard  M  Bressler 


Burlington  Northern  56 


Wayne,  NE 


Dartmouth  Coll 


!  William  H  Bricker4 


Maxvts  Energy5 


55 


18 


10 


Detroit,  MI 


Michigan  State 


MA 


an,  4/12/87.  Succeeded  by  Edward  L  Kane,  1/12/87.  3Figures  are  for  year  ended  12/31/85. 
>urn,  2/1/87.    ^Formerly  Diamond  Shamrock. 
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 Comoensation  (000V- 

Rank 

1986 

 %  change  

salary  + 
profits  bonus 

+ 

5  other 

stock 
gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

% 

mkt  val 
(mil) 

sales 
(mil) 

profits 
(mil) 

employ 
(000) 

3  — 



$483 

581 

retailing 

30  of  38 

0.44% 

$5.4 

$2,003 

$25.5 

30.4 

-61% 

-28% 

$1 



on  a 
zuo 

781 

electric  utilities 

65  of  73 

0.02 

0.2 

1,049 

1 18.8 

4.0 

1 

11 

1  9 

$161 

04  i 

450 

banks 

77  of  192 

0.18 

0.6 

501 

30.1 

3.5 

11 

9 

13 

14 

411 

oil 

19  of  29 

0.11 

1.3 

1,570 

78.3 

5.2 

-25 

3 

5  88 



71  2 

383 

banks 

61  of  192 

0.02 

0.2 

3,457 

183.3 

18.4 

-9 

-14 

4  25 



409 

641 

banks 

137  of  192 

1.38 

2.8 

419 

29.1 

2.1 

33 

-4 

3  39 



1  ITT 
1   1  — 

210 

telecommunications 

6  of  19 

0.01 

0.6 

7,902 

1,022.7 

69.4 

3 

14 

4  — 



571 

food  distributor 

18  of  24 

0.90 

8.7 

1,103 

-4.9 

49.0 

NM 

1 

9  28 



21 7 

699 

banks 

156  of  192 

3.70 

6.8 

356 

29.0 

0.7 

12 

-19 

0  2,016 



38 

consumer  products 

1  of  23 

0.45 

3.8 

1,959 

-98.3 

21.9 

NM 

NA 

9  7 

416 

638 

banks 

136  of  192 

3.66 

5.0 

352 

-7.2 

2.0 

NM 

2 

8  1 



769 

electric  utilities 

61  of  73 

0.05 

0.3 

551 

64.2 

2.0 

-2 

11 

4  188 

_ 

7m 

402 

banks 

66  of  192 

1.68 

6.6 

311 

30.8 

2.2 

13 

13 

1  — 

_ 

TCI 

754 

banks 

180  of  192 

19.1 

18.9 

339 

23.2 

0.6 

44 

NA 

3  8 



T71 
111 

733 

electric  utilities 

50  of  73 

0.00 

0.1 

1,704 

203.7 

5.8 

14 

25 

5  2 

467 

598 

electric  utilities 

19  of  73 

0.01 

0.3 

3,072 

379.8 

13.9 

19 

30 

8  — 

1   C\A  Q 

232 

construction 

7  of  20 

0.11 

0.8 

1,114 

57.3 

7.2 

7 

51 

0  11 

481 

584 

aerospace  &  defense 

1 7  of  17 

0.21 

1.9 

3,440 

78.7 

32.7 

-3 

-11 

5  — 

562 

banks 

109  of  192 

0.12 

0.6 

436 

53.1 

2.8 

59 

12 

26 

_ 

A  Q  7 

579 

banks 

115  of  192 

0.23 

1.0 

2,129 

-82.1 

11.3 

NM 

-3 

13 

518 

550 

financial  services 

20  of  21 

9.03 

122.5 

591 

60.1 

3.1 

8 

7 

7  1,170 

113 

2,290 

57 

computers  &  elec 

3  of  29 

0.14 

7.6 

7,432 

-43.4 

73.1 

NM 

9 

1  349 

88 

1,308 

157 

construction 

4  of  20 

0.69 

7.7 

3,644 

15.6 

27.7 

-88 

42 

17 

1,134 

206 

insurance 

16  of  42 

0.42 

4.5 

1,068 

42.6 

17.5 

NM 

98 

9  364 

1,443 

131 

telecommunications 

2  of  19 

0.02 

2.8 

9,921 

1,167.1 

79.7 

7 

52 

0  — 

590 

485 

banks 

88  of  192 

0.48 

0.6 

529 

32.7 

2.4 

NM 

21 

7  34 

521 

546 

metals 

8  of  12 

0.14 

1.0 

2,641 

-480.3 

21.6 

NM 

18 

9  295 

744 

369 

leisure  &  recreation 

8  of  13 

0.01 

0.2 

1,629 

103.5 

13.8 

180 

NA 

2  25 

687 

416 

metals 

7  of  12 

0.10 

1.6 

1,308 

-65.8 

1 1.6 

NM 

31 

3  119 

75 

487 

577 

banks 

117  of  192 

0.73 

3.6 

367 

40.1 

2.4 

72 

13 

/arren  E.  Buffett,  chief  of  Berkshire  Hathaway,  was  paid  just 
101,099  in  1986.  But  the  value  of  his  and  his  wife's  45%  of  the 

)mpany  continued  rising — to  $1.7  billion. 

10 

27 

749 

365 

metals 

5  of  12 

0.03 

0.4 

3,639 

101.9 

26.0 

NM 

NA 

8  97 

735 

376 

natural  gas 

6  of  17 

0.32 

4.5 

3,691 

—4.3 

5.0 

NM 

-6 

9t  - 

269 

735 

food  distributor 

24  of  24 

0.95 

9.6 

645 

43.3 

22.0 

12 

NA 

5  127 

145 

1,137 

204 

construction 

5  of  20 

0.28 

3.8 

2,998 

193.2 

38.6 

500  + 

40 

1  — 

731 

377 

banks 

59  of  192 

0.27 

2.0 

832 

78.1 

5.6 

32 

11 

0  30 

481 

1,321 

151 

retailing 

7  of  38 

0.80 

12.5 

1,553 

106.0 

13.3 

42 

2 

8  491 

79 

1,378 

141 

indus  &  office  svcs 

6  of  10 

0.20 

2.5 

2,639 

95.9 

28.0 

22 

-8 

1  856 

2,097 

68 

retailing 

4  of  38 

0.03 

6.8 

44,282 

1,351.3 

475.7 

4 

NA 

0  9 

154 

1,063 

226 

surface  transport 

7  of  13 

0.06 

2.8 

6,941 

-524.6 

45.9 

NM 

-15 

5  4 

699 

408 

oil 

18  of  29 

0.08 

1.1 

2,513 

-115.6 

9.6 

NM 

-18 

alary  not  annualized.    NA:  Not  available.    NM:  Not  meaningful. 
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What  the  Boss  Makes 


— Tenure  (years) — 


with 

as 

Under-  Graduate 

Professii 

Chief  executive 

Company 

Age 

firm 

CEO 

Birthplace 

graduate 

degree 

backgro 

Bernard  A  Bridgewater  Jr 

Brown  Group 

53 

8 

5 

Tulsa,  OK 

Westminster  Coll 

MBA 

administi 

Paul  W  Briggs 

Rochester  Gas  &.  Elec 

64 

41 

6 

Fairport,  NY 

Bentley  Coll 

— 

finance 
 _  

Philip  R  Brinkerhoff 

Fin  Cp  Santa  Barbara 

44 

2 

2 

Wilmington,  NC 

Bngham  Young 

ID 

finance 

Alfred  Brittain  III 

Bankers  Trust  NY 

64 

40 

12 

Evanston,  IL 

Yale 

— 

banking 

Perry  G  Brittain1 

Texas  Utilities 

62 

37 

4 

Center,  TX 

U  of  Texas 

— 

technical 

Eli  Broad 

Kaufman  &  Broad 

54 

30 

30 

New  York,  NY 

Michigan  State 

— 

founder 

Harry  B  Brock  Jr 

Central  Bancshares 

61 

16 

16 

Fort  Payne,  AL 

U  of  Alabama 

— 

founder 

Theodore  F  Brophy 

GTE 

64 

29 

11 

New  York,  NY 

Yale 

— 

legal 

Bennett  A  Brown 

Citizens  &  Southern 

58 

32 

9 

Kingstree,  SC 

Presbyterian  Coll 

— 

banking 

WL  Lyons  Brown  Jr 

Brown-Forman 

50 

26 

11 

Louisville,  KY 

U  of  Virginia 

— 

marketinj 

William  L  Brown 

Bank  of  Boston 

65 

38 

4 

Hendersonville,  NC  Newberry  Coll 

MBA 

banking 

Cees  Bruynes 

North  Amer  Philips 

54 

12 

5 

Netherlands 

— 

marketinj 

John  H  Bryan  Jr 

Sara  Lee 

50 

27 

12 

West  Point,  MS 

Si  hi;::  western 

— 

administr 

Peter  T  Buchanan 

First  Boston 

52 

30 

4 

Orange,  NJ 

Princeton 

— 

investmei 

Edward  H  Budd 

Travelers 

54 

32 

6 

Zanesville,  OH 

Tufts 

insurance 

Clement  L  Buenger 

Fifth  Third  Bancorp 

61 

17 

6 

Cincinnati,  OH 

Xavier 

banking 

Warren  E  Buffett 

Berkshire  Hathaway 

56 

22 

17 

Omaha,  NE 

U  of  Nebraska 

MS 

investmer 

I  David  Bufkin 

Texas  Eastern 

65 

38 

7 

Haynesville,  LA 

Louisiana  Tech 

— 

technical 

Dean  L  Buntrock 

Waste  Management 

56 

30 

18 

Columbia,  SD 

St  Olaf  Coll 

— 

founder 

James  E  Burke 

Johnson  &  Johnson 

62 

34 

10 

Rutland,  VT 

Holy  Cross  Coll 

MBA 

marketinj 

M  Anthony  Burns 

Ryder  System 

44 

13 

4 

Las  Vegas,  NV 

Bngham  Young 

MBA 

finance 

Jack  D  Burstein 

American  Capital 

41 

3 

3 

Poland 

City  Coll  New  York 

— 

finance 

August  A  Busch  III 

Anheuser-Busch  Cos 

50 

30 

12 

St  Louis,  MO 

— 

operation! 

Willard  C  Butcher 

Chase  Manhattan 

60 

40 

7 

Bronxville,  NY 

Brown 

— 

banking 

George  A  Butler 

First  Pennsylvania 

59 

37 

7 

Westmont,  NJ 

U  of  Pennsylvania 

banking 

John  J  Byrne 

Fireman's  Fund 

54 

1 

1 

Dubuque,  LA 

Rutgers 

MS 

insurance 

Wilson  K  Cadman 

Kansas  Gas  &  Elec 

59 

36 

6 

Wichita,  KS 

Wichita  State 

— 

administr 

Donald  R  Caldwell 

Atlantic  Financial 

41 

4 

2 

Boston,  MA 

Babson  Coll 

MBA 

banking 

D  Wayne  Calloway 

PepsiCo 

51 

20 

1 

Sequim,  WA 

Wake  Forest 

— 

finance 

Richard  W  Calvert 

National  Bcshs  Texas 

55 

23 

16 

Cambridge,  MA 

Princeton 

— 

banking 

Robert  K  Campbell 

Pennsylvania  P&L 

57 

10 

8 

Chicago,  IL 

Illinois  Inst  of  Tech 

ID 

technical 

John  C  Canepa 

Old  Kent  Financial 

56 

17 

5 

Newburyport,  MA 

Harvard 

MBA 

banking 

Joseph  E  Cappy 

American  Motors 

53 

5 

1 

Chicago,  IL 

U  of  Wisconsin 

— 

marketinj 

Fred  Can 

First  Executive2 

56 

12 

12 

Los  Angeles,  CA 

— 

finance 

Rafael  Carrion  Jr 

Banco  Popular  PR 

72 

54 

30 

Puerto  Rico 

— 

banking 

Raymond  E  Cartledge 

Union  Camp 

58 

30 

1 

Pensacola,  FL 

U  of  Alabama 

— 

sales 

Weldon  W  Case3 

Alltel 

66 

17 

17 

Hudson,  OH 

— 

administr 

Finn  MW  Caspersen 

Beneficial  Corp 

45 

15 

10 

New  York,  NY 

Brown 

— 

legal 

William  J  Catacosinos 

Long  Island  Lighting 

57 

8 

3 

New  York,  NY 

NYU 

PhD 

technical 

Robert  E  Cawthorn 

Rorer  Group 

51 

5 

2 

England 

administr 

Durwood  Chalker 

Central  &  South  West 

63 

37 

7 

Breckenridge,  TX 

Texas  A&M 

technical 

Colby  H  Chandler 

Eastman  Kodak 

62 

36 

3 

Strong,  ME 

U  of  Maine 

technical 

Alvah  H  Chapman  Jr 

Knight-Ridder 

66 

26 

11 

Columbus,  OH 

The  Citadel 

operations 

Robert  A  Charpie 

Cabot 

61 

18 

18 

Cleveland,  OH 

Carnegie  Inst  of  Tech 

LLD 

technical 

Weston  R  Christopherson 

Northern  Trust 

62 

2 

2 

Walum,  ND 

U  of  North  Dakota 

ID 

legal 

'Succeeded  by  Jerry  S  Farrington,  2/20/87.    figures  are  for  year  ended  12/31/85.    'Succeeded  by  Joe  T  Ford,  5/1/87. 
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— Comoensation  1000V- 

-  Rank 

 Ctnf  Ir  mtinn/l 

 %  change  

salary  + 
profits  bonus 

other 

stock 
gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

% 

mkt  val 

(mill 

[mill 

sales 
(mil) 

— 1986 — 
profits 
(mil) 

employ 
(000) 

i  $17 

$176 

$718 

389 

retailing 

21  of  38 

U.ZO  /o 

C  1  o 

3)  1  .7 

$1,407 

$39.5 

$25.5 

-23% 

-26% 

i  13 

268 

737 

electric  utilities 

51  of  73 

n  m 

U.Ui 

U.  1 

749 

104.5 

2.6 

-4 

12 

i  18 

249 

912 

289 

banks 

37  of  192 

t.JU 

L.J 

403 

19.5 

0.8 

500  + 

-16 

367 

999 

2,665 

44 

banks 

3  of  192 

n  1 1 

4,923 

427.9 

10.8 

15 

38 

1  16 

470 

590 

electric  utilities 

17  of  73 

NA 

NA 

3,932 

626.9 

16.7 

7 

12 

1,915 

2,840 

37 

insurance 

3  of  42 

68.00 

331  2 

1,138 

44.2 

2.4 

47 

49 

16 

468 

595 

banks 

121  of  192 

4.30 

1  7  1 
1  t  .z 

354 

36.5 

2.6 

19 

1 

123 

1,245 

174 

telecommunications 

3  of  19 

0.01 

u.o 

15,112 

1,184.3 

167.5 

NM 

8 

>  206 

612 

475 

banks 

84  of  192 

0.24 

o.o 

1,663 

155.8 

12.7 

25 

20 

150 

841 

317 

beverages  &  tobacco 

7  of  11 

40.30 

613.9 

995 

86.4 

6.7 

6 

-4 

62 

817 

328 

banks 

48  of  192 

+ 

+ 

n  t 

U.  1 

3,540 

232.8 

20.0 

34 

40 

225 

990 

259 

consumer  products 

10  of  23 

0.07 

n  s 

U.o 

4,532 

68.5 

51.1 

-16 

-6 

K,   

1,179 

190 

food  processor 

10  of  23 

0.24 

10.7 

7,938 

223.5 

89.9 

8 

11 

248 

3,247 

26 

financial  services 

3  of  21 

0.87 

13.3 

3,258 

180.6 

4.0 

39 

30 

20 

420 

1,270 

163 

insurance 

12  of  42 

0.17 

7.4 

16,047 

504.6 

32.3 

34 

12 

57 

487 

578 

banks 

116  of  192 

0.36 

2.4 

325 

55.1 

2.1 

25 

28 

101 

795 

conglomerates 

20  of  20 

44.7 

1  733.0 

2,177 

282.4 

23.0 

-35 

1 

96 

726 

380 

natural  gas 

8  of  17 

0. 10 

1.9 

4,074 

1.3 

10.5 

-97 

-A 

75 

6,163 

7,337 

5 

indus  &.  office  svcs 

1  of  10 

0.83 

65.0 

2,018 

370.9 

22.5 

116 

41 

573 

1,727 

95 

consumer  products 

4  of  23 

0.05 

7.4 

7,003 

329.5 

76.0 

-46 

16 

1,812 

2,765 

41 

surface  transport 

1  of  13 

0.21 

6.4 

3,768 

160.9 

31.2 

28 

13 

422 

634 

banks 

135  of  192 

83.00 

62.5 

474 

9.2 

1.8 

31 

40 

17 

1,341 

148 

beverages  &  tobacco 

5  of  11 

0.24 

22.0 

7,677 

518.0 

40.6 

17 

10 

390 

160 

1,639 

105 

banks 

9  of  192 

0.23 

6.9 

9,460 

585.4 

47.0 

4 

5 

6 

557 

512 

banks 

95  of  192 

0.42 

1.9 

534 

21.5 

3.6 

28 

30 

93 

763 

357 

insurance 

25  of  42 

2.87 

68.4 

3,699 

228.4 

12.4 

NM 

137 

1 

206 

780 

electric  utilities 

66  of  73 

0.01 

0.1 

496 

57.0 

2.5 

-42 

1 

11 

348 

688 

banks 

149  of  192 

0.50 

0.2 

538 

11.3 

1.5 

13 

33 

910 

290 

beverages  &  tobacco 

6  of  11 

0.01 

0.7 

9,291 

457.8 

182.0 

-16 

NA 

8 

263 

743 

banks 

173  of  192 

0.10 

0.1 

295 

-32.1 

2.0 

NM 

-13 

315 

710 

electric  utilities 

45  of  73 

0.01 

0.4 

2,189 

300.1 

8.4 

3 

17 

468 

596 

banks 

120  of  192 

1.10 

5.1 

517 

60.6 

3.3 

23 

28 

311 

712 

automotive 

18  of  18 

0.02 

0.1 

3,463 

-91.3 

21.0 

NM 

NA 

1,346 

146 

insurance 

1 1  of  42 

2.20 

20.2 

3,629 

157.0 

0.9 

27 

19 

36 

274 

729 

banks 

167  of  192 

0.03 

0.1 

406 

37.5 

3.9 

14 

4 

10 

99 

507 

558 

paper 

10  of  13 

0.02 

0.5 

2,045 

129.9 

17.4 

37 

-24 

520 

547 

telecommunications 

16  of  19 

0.54 

4.6 

697 

55.7 

5.9 

-21 

16 

159 

996 

255 

financial  services 

16  of  21 

3.91 

43.7 

1,134 

-191.0 

6.8 

NM 

0 

7 

282 

724 

electric  utilities 

47  of  73 

0.01 

0.1 

1,977 

316.7 

5.9 

-AO 

29 

2 

352 

684 

health 

29  of  32 

0.60 

6.0 

845 

125.6 

7.5 

241 

20 

56 

469 

591 

electric  utilities 

18  of  73 

0.01 

0.2 

2,553 

355.2 

9.3 

5 

9 

56 

1,033 

239 

leisure  &  recreation 

6  of  13 

0.01 

1.8 

11,550 

374.0 

125.2 

13 

8 

4 

826 

1,501 

123 

communications 

5  of  28 

1.04 

30.5 

1911 

140.0 

23.0 

6 

-17 

1 

589 

488 

oil 

21  of  29 

0.83 

8.6 

1,310 

73.1 

7.2 

NM 

31 

38 

832 

319 

banks 

45  of  192 

0.49 

2.9 

758 

52.3 

4.6 

53 

24 

ss  than  0.01% 

NA:  Not  available. 

NM:  Nut  meaningful. 
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What  the  Boss  Makes 


— Tenure  (years) — 


Chief  executive 

Company 

Age 

with 
tirm 

as 
LLU 

Birthplace 

Under-  Graduate 
graduate  degree 

Profess] 
backgrc 

John  Gilray  Christy 

IU  International 

54 

15 

6 

Silver,  Lreek,  In  Y 

Dartmouth  Coll 

MA 

operatiol 

Robert  Cizik 

Cooper  Industries 

56 

25 

12 

Scranton,  PA 

U  of  Connecticut 

MBA 

finance 

Donald  C  Clark 

Household  Intl 

55 

31 

4 

r>_  1.1   Mv 

Brooklyn,  NY 

Clarkson 

MBA 

finance  i 

Earnest  H  Clark  Jr1 

Baker-Hughes2 

60 

39 

22 

Birmingham,  AL 

Calif  Inst  of  Tech 

MS 

technical 

Worley  H  Clark  Jr 

Nalco  Chemical 

55 

27 

4 

Din    C^nnn  \7A 

Big  Scone  (jap,  VA 

North  Carolina  State 

— 

sales 

Richard  A  Clarke 

Pacific  Gas  &  Elec 

57 

32 

1 

San  Francisco,  CA 

U  of  Calif  at  Berkeley 



legal 

Alden  W  Clausen 

BankAmerica 

64 

37 

1 

Hamilton,  1L 

Carthage  Coll 

_ 

banking 

Orson  C  Clay 

American  Natl  Ins 

56 

16 

9 

Bountiful,  UT 

Brigham  Young 

MBA 

admimsi 

Robert  B  Claytoi3 

XT  C     1 1      C*  i.1  

Norfolk  Southern 

65 

35 

5 

Roanoke,  VA 

Princeton 

JD 

I  i 

legal 

John  L  Clendenin 

BellSouth 

53 

ol 

■2 
O 

El  raso,  1  A 

Northwestern 

— 

operatiol 

Richard  G  Cline 

Nicor 

52 

1 

1 

Chicago,  IL 

U  of  Illinois 

_ 

marketic 

Israel  Cohen 

Giant  Food 

74 

51 

9 

Israel 





founder 

Charles  W  Cole  Jr 

First  Maryland  Bncp 

51 

26 

3 

Baltimore,  MD 

U  of  Maryland 



banking 

Lester  E  Coleman 

Lubrizol 

56 

32 

9 

Akron,  OH 

U  of  Akron 

PhD 

technica 

Edwin  I  Colodny 

USAir  Group 

61 

29 

1 1 

Burlington,  VT 

U  of  Rochester 

— 

i  i 

legal 

Herbert  D  Conant 

Turner  Corp 

63 

37 

2 

1  roy,  N  Y 

Stevens  Inst  of  Tech 



technica 

Harry  M  Conger 

Homestake  Mining 

56 

1 1 

8 

C        ..1        117  A 

Seattle,  WA 

Colo  School  of  Mines 



technica 

John  F  Connelly 

Crown  Cork  &  Seal 

82 

30 

30 

T»L  '1  1  —  1  1_  '         T"\  A 

Philadelphia,  PA 





sales 

Walter  J  Connolly  Jr 

Bank  of  New  tngland 

59 

26 

7 

Boston,  MA 

Yale 

MBA 

banking 

James  W  Conte 

Community  Psych  Ctrs 

59 

18 

10 

Chicago,  IL 

U  of  Iowa 

MS 

administ 

Lodwrick  M  Cook 

Atlantic  Richheld 

59 

30 

1 

Castor,  LA 

Louisiana  State 

MBA 

operatiol 

Paul  M  Cook 

Raychem 

63 

30 

30 

Ridgewood,  NJ 

MIT 

_ 

founder 

Stanton  R  Cook 

Tribune 

61 

36 

15 

Chicago,  IL 

Northwestern 



technica 

William  S  Cook 

Union  Pacific 

64 

18 

4 

Duluth,  MN 

U  of  Minnesota 



finance 

William  A  Cooper 

TCF  Banking  &  Saving 

43 

2 

2 

Detroit,  MI 

Wayne  State 

— 

finance 

Jeffrey  H  Coors 

Adolph  Coors 

42 

19 

2 

Greenwich,  CT 

Cornell 

MS 

technica 

Joe  B  Cordell 

Jim  Walter 

59 

28 

3 

Daytona  Beach,  FL 

U  of  Florida 



finance 

William  E  Cornelius 

Union  Electric 

55 

24 

3 

Salt  Lake  City,  UT 

U  of  Missouri 

MA 

finance 

Robert  L  Crandall 

AMR 

52 

14 

2 

Westerly,  RI 

U  of  Rhode  Island 

MBA 

finance 

Gordon  L  Crenshaw 

Universal  Leaf 

65 

41 

21 

Richmond,  VA 

U  of  Virginia 



sales 

John  H  Croom 

Columbia  Gas  System 

54 

33 

2 

Fayetteville,  NC 

North  Carolina  State 

marketit 

Gordon  E  Crosby  Jr 

USLife 

66 

28 

21 

Remsen,  IA 

marketiti 

William  M  Crozier  Jr 

BayBanks 

54 

23 

12 

New  York,  NY 

Yale 

MBA 

banking 

Thomas  H  Cruikshank 

Halliburton 

55 

18 

4 

Lake  Charles,  LA 

Rice 



legal 

Edward  L  C  rutcntield  Jr 

First  Union 

45 

22 

3 

Detroit,  MI 

Davidson  Coll 

MBA 

banking 

Hugh  L  Culbreath 

TECO  Energy 

66 

30 

15 

Tampa,  FL 

US  Naval  Acad 

finance 

John  B  Curcio 

Mack  Trucks 

53 

20 

3 

Hazleton,  PA 

LaSalle  Coll 

administ 

John  J  Curley 

Gannett 

48 

17 

1 

Easton,  PA 

Dickinson  Coll 

MS 

joumalis 

Nevius  M  Curtis 

Delmarva  Power  &  Lt 

57 

8 

5 

Holyoke,  MA 

Haverford  Coll 

MBA 

administ 

Clifford  A  Cutchins  III 

Sovran  Financial 

63 

39 

7 

Southampton  City,  VA  Virginia  Poly  Inst 

banking 

Warner  N  Dalhouse 

Dominion  Bankshares 

53 

31 

5 

Roanoke,  VA 

U  of  Virginia 

marketir 

Douglas  D  Danforth 

Westinghouse  Elec 

64 

32 

3 

Syracuse,  NY 

Syracuse 

productK 

Robert  F  Danicll 

United  Technologies 

53 

31 

1 

Milton,  MA 

Boston 

technica 

A  Dano  Davis 

Winn-Dixie  Stores 

42 

18 

4 

retailing 

[onald  W  Davis4  Stanley  Works  66  39  21      Springfield,  MA  Pennsylvania  State       MBA  administ 


d  by  Fames  D  Woods,  1/28/87.    2Forr.ierly  Baker  International.    ^Succeeded  by  Arnold  B  McKinnon,  3/1/87.    4Succeeded  by  Richard  H  Avers,  4/22/87. 
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— Compensation  (000)- 

Rank 

— Stock  owned — 
mkt  val 
%  (mil) 

— 1986  

 %  change  

salary  + 
profits  bonus 

f-  stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

sales 
(mil) 

profits 
(mil) 

employ 
(000) 

\  — 

$549 

$1,323 

149 

conglomerates 

7  of  20 

1.51% 

$7.5 

$1,455 

$46.5 

14.0 

NM 

21% 

— 

— 

807 

333 

heavy  equipment 

7  of  13 

0.21 

5.6 

3,433 

147.7 

43.1 

9% 

-5 

)  $544 

— 

1,654 

103 

conglomerates 

4  of  20 

0.40 

8.5 

2,741 

247.8 

21.5 

17 

8 

11 

— 

612 

476 

oil 

20  of  29 

0.18 

3.6 

1,557 

-361.6 

17.7 

NM 

-27 

1 

32 

478 

587 

chemicals 

20  of  20 

0.19 

2.4 

736 

63.7 

5.0 

-13 

23 

15 

— 

452 

611 

electric  utilities 

23  of  73 

0.00 

0.2 

7,817 

1,081.2 

29.4 

5 

NA 

— 

— 

575 

499 

banks 

91  of  192 

0.02 

0.4 

12,072 

-517.6 

73.3 

NM 

NA 

1  94 

— 

478 

586 

insurance 

31  of  42 

0.09 

0.9 

828 

248.4 

7.8 

68 

15 

24 

723 

1,704 

96 

surface  transport 

2  of  13 

0.06 

3.2 

4,076 

518.7 

38.3 

4 

18 

115 

— 

1,159 

199 

telecommunications 

5  of  19 

0.00 

0.5 

11,444 

1,588.7 

94.6 

12 

40 

272 

— 

843 

315 

natural  gas 

4  of  17 

0.35 

3.0 

1,807 

125.0 

4.6 

NM 

NA 

— 

2,445 

3,436 

22 

food  distributor 

2  of  24 

5.00 

44.8 

2,247 

57.0 

20.7 

26 

3 

— 

273 

631 

457 

banks 

81  of  192 

0.76 

3.2 

529 

36.1 

3.9 

28 

13 

19 

30 

632 

456 

chemicals 

17  of  20 

0.27 

3.8 

985 

78.2 

5.0 

30 

17 

30 

84 

718 

388 

air  transport 

4  of  11 

0.33 

3.7 

1,835 

98.4 

14.4 

-16 

10 

— 

— 

490 

574 

construction 

19  of  20 

1.46 

1.6 

2,497 

10.1 

3.0 

-9 

15 

— 

428 

856 

310 

metals 

3  of  12 

0.29 

5.2 

312 

22.6 

2.0 

-3 

53 

1 

— 

217 

773 

packaging 

5  of  6 

16.80 

188.4 

1,619 

79.4 

12.5 

11 

0 

— 

— 

654 

438 

banks 

73  of  192 

0.14 

3.0 

1,830 

171.8 

14.0 

31 

16 

— 

— 

575 

497 

health 

25  of  32 

2.30 

26.5 

231 

51.3 

4.2 

15 

0 

32 

— 

1,022 

243 

oil 

10  of  29 

0.01 

1.4 

14,487 

615.1 

29.0 

NM 

35 

— 

— 

324 

703 

electrical  equipment 

8  of  8 

2.22 

27.8 

798 

48.8 

9.8 

72 

7 

29 

— 

826 

322 

communications 

15  of  28 

17.00 

498 

2,030 

292.9 

18.0 

137 

24 

70 

— 

1,320 

152 

surface  transport 

6  of  13 

0.26 

19.2 

6,574 

-460.2 

39.5 

NM 

9 

— 

— 

330 

697 

banks 

154  of  192 

1.28 

1.2 

616 

19.7 

1.8 

500  + 

32 

— 

— 

431 

628 

beverages  &  tobacco 

1 1  of  1 1 

0.07 

0.7 

1,315 

59.4 

9.6 

11 

NA 

64 

52 

992 

258 

conglomerates 

10  of  20 

0.16 

2.6 

2,321 

138.6 

17.2 

24 

21 

4 

— 

436 

626 

electric  utilities 

25  of  73 

0.01 

0.3 

1,807 

343.9 

7.4 

2 

34 

— 

337 

1,172 

194 

air  transport 

1  of  11 

0.09 

2.7 

6,018 

279.1 

53.2 

-19 

26 

16 

— 

519 

548 

beverages  &  tobacco 

9  of  11 

0.82 

4.4 

1,129 

47.1 

14.0 

2 

10 

27 

— 

482 

583 

natural  gas 

14  of  17 

0.02 

0.4 

3,370 

99.4 

10.7 

NM 

14 

381 

199 

1,269 

165 

insurance 

13  of  42 

0.36 

2.6 

1,179 

92.3 

2.0 

21 

10 

30 

380 

816 

329 

banks 

50  of  192 

0.43 

2.5 

678 

58.9 

5.5 

21 

11 

180 

— 

780 

348 

oil 

16  of  29 

0.07 

2.6 

3,527 

-515.2 

55.9 

NM 

0 

63 

28 

881 

301 

banks 

41  of  192 

0.07 

2.0 

2,529 

295.8 

17.6 

70 

24 

53 

242 

614 

474 

electric  utilities 

7  of  73 

0.08 

1.0 

902 

97.6 

4.3 

-1 

9 

156 

— 

506 

560 

automotive 

17  of  18 

0.05 

0.2 

1,712 

-34.1 

11.6 

NM 

17 

12 



908 

292 

communications 

13  of  28 

0.07 

5.2 

2,801 

276.4 

32.4 

9 

NA 



279 

727 

electric  utilities 

48  of  73 

0.01 

0.1 

715 

96.1 

2.6 

-1 

9 

58 

127 

825 

324 

banks 

46  of  192 

0.31 

4.6 

1,495 

148.0 

10.6 

19 

35 

12 

67 

480 

585 

banks 

118  of  192 

0.33 

1.5 

561 

47.4 

3.9 

21 

13 

1,691 

385 

3,320 

24 

electrical  equipment 

3  of  8 

0.05 

4.1 

10,731 

670.8 

117.3 

11 

26 

1  80 

257 

1,187 

187 

aerospace  &  defense 

7  of  17 

0.15 

8.9 

15,669 

72.7 

189.2 

-77 

NA 

105 

541 

525 

food  distributor 

17  of  24 

2.3 

42.8 

8,225 

116.4 

75.6 

8 

16 

577 

1,289 

158 

heavy  equipment 

3  of  13 

0.37 

5.1 

1,371 

78.7 

16.1 

1 

-9 

nualized  salary.    NA:  Not  available.    NM:  Not  meaningful. 
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What  the  Boss  Makes 

Chief  executive 

Company 

Age 

— Tenure  (years) — 
with  as 
firm  CEO 

Birthplace 

Under-  Graduate 
graduate  degree 

 1 

Professi 
backgri 

Martin  S  Davis 

Gulf  &  Western 

60 

29 

4 

New  York,  NY 

marketil 

Daniel  P  Davison 

US  Trust 

62 

8 

6 

New  York,  NY 

Yale 

ID 

banking 

Frank  R  Day 

First  Capital 

49 

29 

11 

Aberdeen,  MS 

U  of  Mississippi 

banking 

Robert  J  Day 

USG 

62  - 

37 

2 

Ottawa,  IL 

Pennsylvania  State 

sales 

Edson  D  de  Castro 

Data  General 

48 

19 

19 

Plainfield,  NJ 

U  Lowell 

founder 

Frederick  Deane  Jr 

Signet  Banking 

60 

33 

13 

Boston,  MA 

Harvard 

MBA 

finance 

William  )  Deasy 

Mornson-Knudsen 

50 

23 

1 

New  York,  NY 

Cooper  Union 

operatuj 

Richard  H  Deihl 

HF  Ahmanson 

58 

37 

3 

Whittier,  CA 

Whittier  Coll 

banking 

Patrick  A  Delaney 

Whitney  Holding 

55 

33 

10 

banking 

Leo  E  Denlea  Jr 

Farmers  Group 

55 

5 

1 

New  York,  NY 

Villanova 

M !!  A 

finance 

Mathias  J  DeVito 

Rouse 

56 

18 

8 

Trenton,  NJ 

U  of  Maryland 

legal 

William  T  Dillard  Sr 

Dillard  Dept  Stores 

72 

48 

48 

Mineral  Springs,  AR 

U  of  Arkansas 

MS 

founder 

Michael  D  Dingman 

Henley  Group 

55 

17 

16 

New  Haven,  CT 

U  of  Maryland 

operatioi 

loseph  L  Dionne 

McGraw-Hill 

54 

21 

4 

Montgomery,  AL 

Hofstra 

EdD 

operatioi 

John  W  Dixon 

E-Systems 

67 

25 

18 

Lexington,  KY 

U  of  Houston 

MA 

administ 

Kent  Dixon 

Northeast  Savings  FA 

49 

26 

4 

Glens  Falls,  NY 

Union  Coll 

banking 

Beverly  F  Dolan 

Textron 

59 

33 

2 

Augusta,  GA 

U  of  Georgia 

operation 

G  Morris  Dorrance  Jr 

Corestates  Financial 

64 

35 

18 

Philadelphia,  PA 

U  of  Pennsylvania 

MBA 

finance 

Kenneth  J  Douglas 

Dean  Foods 

64 

33 

17 

Harbor  Beach,  MI 

ID 

legal 

Arthur  J  Doyle 

Kansas  P&.L 

64 

14 

7 

Boston,  MA 

ID 

legal 

E  Linn  Draper 

Gulf  States  Utils 

45 

8 

1 

Houston,  TX 

Rice 

PhD 

technical 

Gary  H  Driggs 

Western  S&L 

52 

24 

11 

Phoenix,  AZ 

Brigham  Young 

banking 

Frederick  R  Dusto 

Hubbell 

58 

17 

3 

Highland  Park,  IL 

Purdue 

marketin 

Brian  G  Dyson 

Coca-Cola  Enterpr 

52 

28 

1 

Argentina 

U  of  Buenos  Aires 

finance 

Richard  K  Earner 

National  Medical 

59 

18 

18 

Long  Beach,  CA 

U  of  Southern  Calif 

founder 

Leonard  J  Eaton  Jr 

BancOklahoma 

52 

15 

8 

Bronxville,  NY 

Cornell 

PMD 

banking 

Lewis  S  Eaton 

Guarantee  Financial 

67 

41 

20 

San  Francisco,  CA 

Stanford 

banking 

Spencer  F  Eccles 

First  Security 

52 

28 

6 

Ogden,  UT 

U  of  Utah 

MS 

banking 

William  S  Edgerly 

State  Street  Boston 

60 

1 1 

11 

Lewiston,  ME 

MIT 

MBA 

finance 

George  W  Edwards  Jr 

United  Illuminating 

48 

2 

2 

East  Hampton,  NY 

U  of  Arkansas 

administ 

Raymond  D  Edwards 

GlenFed 

68 

41 

22 

Los  Angeles,  CA 

U  of  Calif  at  Berkeley  — 

marketin 

Michael  D  Eisner 

Walt  Disney 

45 

2 

2 

Mount  Kisco,  NY 

Denison 

operation 

James  R  Eiszner 

CPC  International 

59 

23 

2 

Chicago,  IL 

U  of  Illinois 

PhD 

technical 

Walter  Y  Elisha 

Springs  Industries 

54 

7 

6 

Gary,  IN 

Wabash  Coll 

MA 

administ 

Terrence  A  Elkes 

Viacom  International 

53 

15 

3 

New  York,  NY 

City  Coll  New  York 

ID 

legal 

James  A  Elkins  Jr 

First  Bancorp 

68 

45 

24 

Galveston,  TX 

Princeton 

banking 

Karl  Eller 

Circle  K 

59 

3 

3 

Chicago,  IL 

U  of  Arizona 

marketin 

John  W  Ellis 

Puget  Sound  P&L 

58 

17 

11 

Seattle,  V/A 

U  of  Washington 

ID 

legal 

William  B  Ellis 

Northeast  Utilities 

46 

11 

4 

Vicksburg,  MS 

Carnegie  Mellon 

PhD 

technical 

John  A  Elorriaga 

US  Bancorp 

63 

36 

12 

Jordan  Valley,  OR 

U  of  Oregon 

MBA 

banking 

John  C  Emery  Jr 

Emery  Air  Freight 

62 

40 

11 

Madison,  WI 

founder 

Robert  F  Erburu 

Times  Mirror 

56 

25 

6 

Ventura,  CA 

U  of  Southern  Calif 

ID 

legal 

Evans  W  Erikson 

Sundstrand 

60 

34 

7 

Rockford,  IL 

U  of  Illinois 

technical 

William  T  Esrey 

United  Telecom 

47 

7 

2 

Philadelphia,  PA 

Denison 

MBA 

administ 

Edward  P  Evans 

Macmillan 

45 

7 

7 

Pittsburgh,  PA 

Yale 

MBA 

administ 
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— Compensation  (000)- 

Rank 

— Stock  owned — 
mkt  val 
%  (mil) 

 %  change  

salary  + 
profits  bonus 

l-  stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

sales 
(mil) 

— 1986 — 
profits 
(mil) 

employ 
(000) 

$18 

— 

$2,339 

54 

financial  services 

8  of  21 

1.02% 

$48.8 

$4,007 

$263.8 

19.7 

12% 

88% 

339 

$406 

1,398 

137 

banks 

13  of  192 

0.58 

2.0 

308 

29.9 

2.0 

21 

21 

1  3 

— 

233 

765 

banks 

187  of  192 

4.00 

9.8 

214 

23.5 

1.5 

12 

13 

11 

741 

1,521 

117 

construction 

3  of  20 

0.19 

3.9 

2,724 

225.5 

21.7 

1 

22 

— 

— 

453 

610 

computers  &.  elec 

21  of  29 

3.40 

28.2 

1,268 

5.7 

16.1 

-77 

21 

225 

— 

748 

366 

banks 

55  of  192 

0.63 

5.1 

908 

86.3 

5.6 

21 

5 

1 

— 

547 

520 

construction 

16  of  20 

0.22 

1.1 

2,083 

39.4 

19.5 

-5 

7 

299 

237 

1,316 

154 

banks 

16  of  192 

1.20 

26.6 

3,029 

303.6 

8.9 

38 

18 

43 

— 

468 

593 

banks 

119  of  192 

0.11 

0.4 

229 

28.1 

1.0 

-13 

0 

46 

— 

466 

600 

insurance 

32  of  42 

0.01 

0.2 

1,120 

213.5 

14.7 

16 

NA 

— 

— 

747 

367 

construction 

10  of  20 

1.49 

15.7 

340 

19.1 

3.0 

97 

10 

30 

— 

1,000 

250 

retailing 

15  of  38 

0.20 

2.5 

1,851 

74.5 

18.4 

11 

3 

24 

— 

1,079 

223 

construction 

6  of  20 

1.37 

36.9 

3,172 

-426.0 

22.4 

NM 

7 

232 

— 

996 

256 

communications 

10  of  28 

0.15 

4.7 

1,577 

154.0 

14.9 

4 

80 

14 

— 

1,802 

89 

aerospace  &  defense 

4  of  17 

1.10 

11.6 

1,135 

61.6 

14.2 

37 

5 

— 

— 

253 

752 

banks 

177  of  192 

0.03 

467 

37.8 

1.6 

NM 

0 

30 

475 

1,970 

75 

conglomerates 

3  of  20 

0.06 

1.4 

6,951 

245.9 

64.0 

10 

18 

54 

352 

977 

267 

banks 

35  of  192 

0.38 

5.8 

1,391 

148.1 

7.5 

-23 

-A 

37 

— 

235 

763 

food  processor 

23  of  23 

0.46 

3.8 

1,269 

40.7 

5.8 

28 

-62 

1 

— 

268 

738 

electric  utilities 

52  of  73 

0.03 

0.2 

665 

106.5 

2.8 

-31 

9 

4 

15 

262 

744 

electric  utilities 

56  of  73 

0.01 

0.1 

1,478 

245.0 

5.0 

-8 

NA 

111 

— 

525 

541 

banks 

105  of  192 

10.40 

26.4 

549 

30.2 

1.8 

-18 

-20 

— 

— 

440 

623 

electrical  equipment 

7  of  8 

0.24 

2.2 

559 

54.5 

5.7 

14 

14 

— 

— 

500 

564 

beverages  &  tobacco 

10  of  11 

0.01 

0.2 

1,951 

27.8 

21.0 

-23 

NA 

— 

— 

972 

269 

health 

15  of  32 

2.20 

44.1 

2,962 

94.0 

74.9 

-37 

-1 

27 

— 

310 

713 

banks 

162  of  192 

0.07 

§ 

264 

-139.4 

1.4 

NM 

0 

— 

- 

385 

662 

banks 

143  of  192 

21.30 

36.7 

353 

6.7 

1.7 

-52 

6 

10 

— 

352 

683 

banks 

148  of  192 

2.65 

8.5 

610 

5.1 

4.6 

-73 

0 

— 

— 

585 

489 

banks 

89  of  192 

2.20 

21.4 

640 

71.4 

5.1 

29 

14 

— 

— 

226 

771 

electric  utilities 

62  of  73 

0.07 

0.3 

471 

101.0 

1.5 

77 

10 

147 

641 

449 

banks 

76  of  192 

0.30 

1.8 

1,657 

76.4 

4.9 

49 

41 

21 

— 

3,398 

23 

leisure  &  recreation 

2  of  13 

0.75 

63.1 

2,471 

247.3 

31.0 

43 

59 

210 

232 

1,089 

220 

food  processor 

12  of  23 

0.15 

5.8 

4,549 

219.2 

38.9 

54 

31 

29 

— 

839 

318 

consumer  products 

12  of  23 

0.28 

1.5 

1,505 

32.6 

23.5 

145 

74 

14 

266 

931 

285 

communications 

1 1  of  28 

0.21 

3.8 

919 

-9.9 

4.6 

NM 

4 

125 

- 

576 

496 

banks 

90  of  192 

2.71 

3.3 

1,410 

-402.0 

8.1 

NM 

-10 

— 

690 

1,130 

208 

food  distributor 

7  of  24 

4.20 

29.2 

2,111 

39.8 

18.0 

19 

38 

12 

— 

237 

761 

electric  utilities 

58  of  73 

NA 

NA 

715 

110  2 

2.4 

-12 

-21 

77 

463 

601 

electric  utilities 

20  of  73 

0.01 

0.2 

2,032 

300.9 

9.2 

4 

21 

25 

777 

1,352 

145 

banks 

15  of  192 

0.57 

4.8 

832 

77.2 

5.6 

17 

1 1 

506 

559 

air  transport 

8  of  11 

1.17 

3.0 

887 

-5.4 

7.2 

NM 

9 

1,108 

211 

communications 

8  of  28 

3.50 

181.6 

2,920 

408.1 

29.3 

72 

27 

481 

1,141 

202 

aerospace  &  defense 

9  of  17 

0.31 

3.4 

1,434 

45.4 

16.1 

-39 

8 

75 

677 

425 

telecommunications 

13  of  19 

0.04 

1.0 

3,059 

180.6 

25.3 

500  + 

40 

8 

648 

445 

communications 

21  of  28 

2.00 

24.9 

818 

57.6 

8.3 

29 

5 

>s  than  $100,000. 

NA:  Not  available. 

NM:  Not  meaningful. 
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What  the  Boss  Makes 


— Tenure  (years) — 


f^hicf  t'xt'cutive 

Company 

Age 

with 
firm 

as 
CEO 

Birthplace 

Under- 
graduate 

Graduate 
degree 

Profess 
backgri| 

Philadelphia  Elec 

60 

37 

9 

Charlotte,  NC 

Pennsylvania  State 

MS 

technics 

Lyle  Everingham 

Kroger 

61 

40 

9 

Flint,  MI 

retailing 

Charles  E  Exley  Jr 

NCR 

57 

10 

4 

Detroit,  MI 

Wesleyan 

MBA 

finance 

David  C  Farrell 

May  Dept  Stores1 

54  ' 

31 

8 

Chicago,  IL 

Antioch  Coll 

retailing 

Bernard  M  Fauber 

K  mart 

64 

45 

7 

Botetourt  Cty,  VA 

retailing 

Robert  R  Ferguson  Jr 

First  Fidelity  Bncp 

63 

37 

14 

Savannah,  GA 

Lehigh 

banking 

£  James  Ferland 

Public  Svc  Ent  Gp 

45 

1 

1 

Boston,  MA 

U  of  Maine 

MBA 

technic.! 

Richard  J  Ferris 

Allegis2 

50 

24 

8 

Sacramento,  CA 

Cornell 

adminis' 

John  B  Fery 

Boise  Cascade 

57 

30 

14 

Bellingham,  WA 

U  of  Washington 

MBA 

producti 

Thomas  W  Field  Jr 

McKesson 

53 

2 

1 

Alhambra,  CA 

retailing 

Harold  B  Finch  Jr 

Nash  Finch 

59 

21 

5 

Grand  Forks,  ND 

U  of  Minnesota 

technics 

Paul  Fireman 

Reebok  International 

43 

8 

8 

Cambridge,  MA 

Boston 

sales 

Charles  T  Fisher  III 

NBD  Bancorp 

57 

28 

4 

Detroit,  MI 

Georgetown 

MBA 

banking 

Donald  G  Fisher 

Gap 

58 

17 

17 

San  Francisco,  CA 

U  of  Calif 

founder 

William  A  Fitzgerald 

Commercial  Federal 

49 

32 

12 

Omaha,  NE 

Creighton 

banking 

Richard  J  Flamson  III 

Security  Pacific 

58 

32 

8 

Los  Angeles,  CA 

Claremont  Men's  Coll  — 

banking 

Joseph  B  Flavin 

Singer 

58 

11 

11 

St  Louis,  MO 

U  of  Massachusetts 

MS 

finance 

Kim  Fletcher 

Home  Federal  S&L 

59 

36 

18 

Los  Angeles,  CA 

Stanford 

finance 

Peter  H  Forster 

DPL 

45 

14 

2 

Detroit,  MI 

U  of  Wisconsin 

ID 

operatioi 

Edward  A  Fox 

Student  Loan 

50 

14 

14 

New  York,  NY 

Cornell 

MBA 

finance 

Otto  N  Frenzel  III 

Merchants  National 

56 

32 

14 

Indianapolis,  IN 

U  of  Pennsylvania 

banking 

Don  C  Frisbee 

PacifiCorp 

63 

33 

15 

San  Francisco,  CA 

Pomona  Coll 

MBA 

finance 

Dr  Thomas  F  Frist  Jr 

Hospital  Corp 

48 

18 

4 

Nashville,  TN 

Northwestern 

MD 

founder 

Gerald  VV  Fronterhouse 

RepublicBank 

51 

24 

2 

Ada,  OK 

U  of  Oklahoma 

MBA 

banking 

l  nomas  v_  rrosi 

Cullen/Frost  Bankers 

3  7 

San  Antonio,  XX 

Washington  &  Lee 

LLD 

banking 

Richard  M  Furlaud 

Squibb 

64 

31 

21 

New  York,  NY 

Princeton 

legal 

Anthony  P  Gammie 

Bowater 

52 

32 

4 

England 

productii 

David  C  Garrett  Jr 

Delta  Air  Lines 

64 

40 

9 

Norris,  SC 

Furman 

MS 

operatioi 

Clifton  C  Garvin3 

Exxon 

65 

40 

11 

Portsmouth,  VA 

Virginia  Poly  Inst 

MS 

techmca 

William  H  Gates  III 

Microsoft 

30 

12 

6 

Seattle,  WA 

founder 

Stanley  C  Gault 

Rubbermaid 

61 

7 

7 

Wooster,  OH 

Coll  of  Wooster 

marketin 

Jerome  W  Geckle 

PHH  Group 

58 

31 

6 

Baltimore,  MD 

administ 

Jerry  D  Geist 

Public  Service  NM 

53 

27 

11 

Raton,  NM 

U  of  Colorado 

technical 

Richard  L  Gelb 

Bristol-Myers 

63 

37 

15 

New  York,  NY 

Yale 

MBA 

administ 

John  A  Georges 

International  Paper 

56 

8 

2 

El  Paso,  TX 

U  of  Illinois 

MS 

technical 

Alexander  F  Giacco4 

Hercules 

67 

45 

9 

Italy 

Virginia  Poly  Inst 

technical 

Robert  E  Gibson5 

Valley  Federal  S&L 

58 

30 

10 

Olympia,  WA 

U  of  Southern  Calif 

banking 

S  Parker  Gilbert 

Morgan  Stanley 

53 

27 

3 

New  York,  NY 

Yale 

investme 

Daniel  E  Gill 

Bausch  &  Lomb 

51 

8 

6 

Ziegler,  IL 

Northwestern 

finance 

Andre  Gillet 

tntl  Multifoods 

60 

36 

3 

France 

Pans 

administ 

!  "Figures  for  year  ended  1/31/86 
|  Donald  C  Headland,  2/26/87. 

formerly  UAL.    'Succeeded  by  Lawrence  G  Raw 

i,  1  1  s- 

4Succeeded  by  David  S  Hollingsworth,  3/24/87 

'Succeeded  by 
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— Compensation  (000)- 

Rank 

— Stock  owned — 

 I VOO  

 %  change  

+ 

stock 

among 

Rank  in 

mkt  val 

sales 

profits 

employ 

salary  + 

i  other 

gains 

total 

800  execs  Industry 

industry 

% 

(mil) 

(mil) 

(mil) 

(000) 

profits 

bonus 

D  — 

$370 

671 

electric  utilities 

35  of  73 

0.01% 

$0.2 

$3,091 

$566.3 

10.9 

8% 

10% 

5  $46 

$987 

1,919 

78 

food  distributor 

3  of  24 

0.33 

9.2 

17,123 

51.5 

165.0 

-72 

23 

i  — 

5,357 

6,295 

7 

computers  &  elec 

1  of  29 

0.42 

29.7 

4,882 

336.5 

62.0 

7 

4 

1  19 

670 

1,640 

104 

retailing 

5  of  38 

0.11 

7.6 

10,376 

381.0 

148.1 

62 

9 

X  29 

2,051 

3,104 

31 

retailing 

1  of  38 

0.23 

18.3 

23,812 

598.7 

320.0 

171 

14 

51 

611 

1,289 

159 

banks 

17  of  192 

0.30 

3.4 

1,210 

119.5 

9.2 

27 

12 

2 

417 

636 

electric  utilities 

27  of  73 

t 

§ 

4,498 

378.5 

13.7 

-30 

NA 

?  4 

583 

490 

air  transport 

7  of  11 

0.17 

6.3 

9,196 

11.6 

87.0 

NM 

-34 

1  49 

640 

451 

paper 

7  of  13 

0.37 

8.3 

3,740 

101.5 

23.1 

-3 

23 

D  281 

681 

423 

health 

21  of  32 

0.05 

0.7 

6,285 

77.9 

15.2 

20 

NA 

50 

13 

330 

696 

food  distributor 

23  of  24 

1.64 

3.5 

1,574 

13.8 

7.7 

15 

21 

I  — 

— 

13,052 

2 

apparel  and  textiles 

1  of  5 

10.80 

260.2 

919 

132.1 

0.9 

239 

139 

5  270 

— 

1,098 

215 

banks 

25  of  192 

0.23 

3.1 

1,615 

145.8 

10.2 

24 

11 

3  — 

963 

272 

retailing 

16  of  38 

26.60 

540.2 

848 

68.1 

11.5 

146 

53 

3 

340 

690 

banks 

150  of  192 

1.58 

1.7 

340 

17.3 

0.9 

114 

24 

47 

87 

1,239 

175 

banks 

19  of  192 

0.10 

2.9 

5,977 

385.9 

32.5 

20 

20 

5  67 

102 

985 

262 

aerospace  &  defense 

12  of  17 

0.61 

5.6 

1,725 

173.0 

27.0 

110 

19 

4  9 

— 

553 

514 

banks 

96  of  192 

1.70 

10.6 

1,169 

103.4 

3.6 

42 

24 

1  " 

— 

461 

604 

electric  utilities 

21  of  73 

0.02 

0.2 

964 

125.9 

2.8 

123 

33 

2  312 

— 

664 

433 

financial  services 

18  of  21 

NA 

NA 

1,377 

144.6 

0.9 

17 

-21 

0  25 

— 

445 

616 

banks 

127  of  192 

8.20 

21.9 

362 

32.1 

1.9 

86 

9 

7  — 

— 

607 

480 

electric  utilities 

8  of  73 

0.10 

2.3 

2,067 

250.9 

10.4 

1 

16 

0  353 

— 

653 

439 

health 

22  of  32 

1.40 

43.1 

4,931 

174.6 

89.0 

-38 

20 

6  21 

— 

467 

599 

banks 

122  of  192 

1.95 

12.5 

1,894 

54.0 

8.3 

-61 

-20 

4  19 

323 

705 

banks 

158  of  192 

4.04 

3.0 

326 

-6.6 

2.2 

NM 

1 

9  840 

2,049 

70 

health 

4  of  32 

0.31 

25.1 

1,785 

464.3 

20.3 

105 

15 

0  19 

71 

590 

486 

paper 

8  of  13 

0.01 

0.2 

920 

49.4 

4.6 

-27 

1 

9  352 

881 

300 

air  transport 

2  of  11 

0.02 

0.4 

4,460 

47.3 

39.0 

-82 

12 

7  102 

1,243 

2,922 

34 

oil 

1  of  29 

NA 

NA 

70,298 

5,360.0 

123.0 

10 

9 

0  — 

160 

792 

indus  &  office  svcs 

10  of  10 

43.20 

1,146.6 

198 

39.3 

1.0 

63 

0 

wngest  chief  executive  on 

these  pages:  William  H.  Gates  III,  30, 

under  of  Microsoft,  who  earned  $160,000  last  year.  Oldest:  Armand 

ammer,  89,  of  Occidental  Petroleum,  who  earned  $1.23  million. 

1  193 

1,014 

247 

consumer  products 

9  of  23 

0.40 

8.0 

795 

70.1 

5.9 

23 

3 

3  19 

67 

449 

615 

indus  &  office  svcs 

8  of  10 

0.44 

2.7 

866 

38.5 

3.3 

-6 

-28 

3  — 

563 

507 

electric  utilities 

1 1  of  73 

0.05 

0.7 

698 

151.0 

3.9 

3 

21 

9  84 

1,429 

2,782 

40 

health 

2  of  32 

0.24 

33.7 

4,836 

589.5 

35.4 

11 

8 

9  209 

1,108 

212 

packaging 

1  of  6 

0.08 

4.3 

5,500 

305.0 

38.0 

133 

32 

9  185 

1,224 

180 

chemicals 

6  of  20 

0.09 

2.8 

2,615 

226.7 

25.3 

70 

20 

9  — 

16 

315 

708 

banks 

160  of  192 

NA 

NA 

314 

17.0 

1.2 

63 

74 

9  30 

2,879 

36 

financial  services 

6  of  21 

3.90 

69.2 

2,463 

201.3 

4.7 

90 

90 

1  121 

404 

1,226 

179 

health 

12  of  32 

0.13 

1.8 

699 

74.7 

7.8 

12 

17 

5  12 

537 

528 

food  processor 

19  of  23 

0  20 

0.8 

1,355 

24.9 

8.6 

15 

77 

ess  than  0.01%. 

§Less  than  $100,000 

NA:  Not  available.    NM:  Not  meaningful. 
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EASY  GUY 
TO  SATISFY. 
I  ONLY 
ANT  THE 

best:' 


INTRODUCING  THE  NEW  SIERRA: 
THE  ULTIMATE  FULL-SIZE  PICKUP 
FROM  GMC  TRUCK. 


Being  selective  made  your  business 
-hat  it  is  today.  You  choose  the  best 
2ople.  Give  them  the  best  equip- 
lent.  Because  only  the  best  delivers 
le  kind  of  results  you  need  to  stay 
lead  in  today's  competitive  market. 
Now  there's  a  new  full-size  pickup  to 
leet  your  standards.  Sierra:  the  ulti- 
late  pickup  from  GMC  Truck. 

jll-size  outside  —  and  inside. 

Sierra's  sleek  new  aerodynamic  lines 
ve  it  a  fresh,  contemporary  profile, 
jt  beneath  those  advanced  lines, 
erra  is  still  a  full-size  pickup  designed 
» do  a  full-size  job. 


There's  a  choice  of  6V2'  short-bed  or 
!  long-bed  models.  The  long-bed  can 
ill  accommodate  a  4'  x  8'  sheet  of  ply- 
ood  between  the  wheel  housings. 
VW  begins  at  5200  lbs,  and  moves 
)  5600,  6000,  7200,  8600  and 
3,000  lbs  (4900  lbs  available  to  fleets). 
Inside,  the  cab  can  hold  three  adult 
3ssengers,  with  more  shoulder  and 
g  room  than  previous  full-size  pickups 
om  GMC  Truck.  And  the  Sierra  Club 
oupe  with  available  three-passenger 
or  seat  offers  even  more  roominess. 

jII  choice  of  power. 

The  amazing  high-torque  4.3-liter 
Drtec  V-6  engine  is  standard  (except 
n  3500  models  which  feature  a  stan- 
ard  5.7-liter  V-8).  Or  you  can  select 
om  a  wide  variety  of  available  V-8s: 
.0-liter  (305  cu  in),  5.7-liter  (350  cu 
i),  7.4-liter  (454  cu  in),  or  the  6.2-liter 
179  cu  in)  diesel. 

Standard  electronic  fuel  injection  on 
le  gas  engines  gives  instant  starting 
!sponse.  And  Sierra  offers  all  the 
ower  you  need  for  full-size  jobs, 


like  towing.  In  fact,  when  properly 
equipped,  Sierra  can  move  up  to 
1 9,000  lbs,  including  itself,  passen- 
gers, trailer,  equipment  and  cargo. 

Yet,  thanks  to  its  advanced  technol- 
ogy, Sierra  is  a  remarkably  economical 
performer.  With  its  new  available  five- 
speed  manual  overdrive  transmission 
and  Vortec  engine,  a  two-wheel-drive 
Sierra  is  rated  at  an  EPA  estimated  1 7 
MPG  city  and  23  highway. 


New  product  features  at  a  glance 

•  General  Motors  6/60  Quality 
Commitment  Plan. 

•  Standard  rear-wheel  anti-lock 
brake  system. 

•  Fully  independent  torsion  bar 
front  suspension  (four-wheel- 
drive  models). 

•  Improved  front  suspen- 
sion with  tougher 
independent  control  arms 
(two-wheel-drive  models). 

•  Long-bed  accommodates  a  4'  x  8' 
sheet  of  plywood  between  the 
wheelhousings. 

•  Standard  electronic  fuel  injection 
(on  gas  engines). 

•  Available  five-speed  manual  over- 
drive transmission. 

•  Fuel  tank  mounted  between  the 
frame  rails. 

•  Galvanized  steel  on  the  majority 
of  all  exposed  metal  surfaces. 

•  New  aluminum  radiator. 

•  33%  more  total  glass  area. 

•  Box  section  front  frame. 


BuiK  to  last  —  in  the  GMC  Truck 
tradition. 

Its  new  technology  makes  Sierra  a 
better  truck  to  work  with,  too.  A  new 
standard  rear-wheel  anti-lock  brake 
system  (operable  only  in  the  two-wheel- 
drive  mode  on  four-wheel-drive  models) 
is  designed  to  prevent  rear-wheel  lockup. 
There's  a  new  fully  independent  torsion 
bar  front  suspension  on  four-wheel- 
drive  models,  and  a  newly  improved 
two-wheel-drive  front  suspension  with 
tougher  independent  control  arms.  And 
on  four-wheel-drive  models,  the  Insta- 
Trac  system  lets  the  driver  shift  from 
two-wheel  to  four-wheel  drive  with- 
out slowing  down  or  stopping. 

Sierra's  improved  design  mounts  the 
fuel  tank  between  the  frame  rails  and 


provides  a  box  section  front  frame  with 
impressive  strength.  Even  total  glass  area 
has  been  increased  by  33%  over  our 
1 987  Full-Size  Pickup  for  greater  visibility. 

We've  enhanced  Sierra's  quality  with 
corrosion  resistance  measures  to  help 
keep  your  truck  on  the  road  years 
longer.  The  majority  of  all  exposed 
metal  surfaces  are  galvanized  steel. 
The  paint  that  covers  this  steel  is  deep- 
luster  basecoat/clearcoat  acrylic 
enamel  —  the  same  advanced  paint- 


ing technique  that  protects  some  of 
the  world's  finest  automobiles.  An 
uncluttered  underhood  area  offers 
impressive  service  access  for  easy 
maintenance,  and  a  new  aluminum 
radiator  reduces  weight  and  helps  pre- 
vent corrosion  for  long  life. 

And  every  new  Sierra  is  backed  by  a 
6-year/60,000-mile  warranty  on  the 
powertrain  and  a  6-year/1 00,000-mile 
warranty  on  outer-body  rust-through. 


QUALITY  COMMITMENT  PLAN 


See  your  dealer  for  the  terms  and  con- 
ditions of  this  limited  warranty. 

Built  to  pass  your  toughest  test. 

If  you  demand  the  best  in  your  busi- 
ness, buckle  up  and  visit  your  GMC 
Truck  dealer.  (You'll  find  a  listing  in  the 
Yellow  Pages.) 

Come  see  how  advanced  a  full-size 
pickup  truck  can  be  —  and  how  im- 
proved technology  can  advance  your 
bottom  line.  Come  see  the  new  Sierra. 

And  don't  forget  to  bring  your 
expectations. 


GMC 


TRUCK 

ITS  NOT  JUST  A  TRUCK 
ANYMORE. 


What  the  Boss  Makes 


r 

Chief  executive 

Company 

Age 

— Tenure  (years) — 
with  as 
firm  CEO 

Birthplace 

Under-  Graduate 
graduate  degree 

Profess 
backgi 

Herbert  Gilman 

Ames  Dept  Stores' 

62 

29 

6 

Hartford,  CT 

U  of  Connecticut 

technic; 

John  A  Gilmartin 

Millipore 

45 

7 

2 

Hackensack,  NJ 

Pennsylvania  State 

MBA 

finance 

Robert  M  Ginn 

Centerior  Energy 

63 

38 

8 

Detroit,  MI 

U  of  Michigan 

MS 

technic 

Roberto  C  Goizueta 

Coca-Cola 

56 

32 

6 

Cuba 

Yale 

— 

technic 

Avram  J  Goldberg 

Stop  &  Shop  Cos 

57 

29 

8 

Boston,  MA 

Harvard 

[D 

retailini 

Howard  Goldfeder 

Federated  Dept  Strs 

61 

40 

6 

New  York  ,  NY 

Tufts 

— 

retailin) 

Bram  Goldsmith 

City  National 

64 

12 

12 

Chicago,  IL 

— 

— 

finance 

Irving  Goldstein 

COMSAT 

49 

21 

1 

Catskill,  NY 

Queens  Coll 

JD 

operatic 

Floyd  D  Gottwald  Jr 

Ethyl 

64 

44 

17 

Richmond,  VA 

Calif  State 

— 

admims 

I  Peter  Grace 

WR  Grace 

74 

50 

41 

Manhasset,  NY 

Yale 

— 

finance 

Katharine  Graham 

Washington  Post 

70 

24 

14 

New  York,  NY 

U  of  Chicago 

— 

adminis 

David  W  Grainger 

WW  Grainger 

59 

37 

13 

Chicago,  IL 

U  of  Wisconsin 

— 

adminis 

Joseph  M  Grant 

Texas  American  Bcshs 

48 

12 

1 

San  Antonio,  TX 

Southern  Methodist 

PhD 

banking 

Alex  Grass 

Rite  Aid 

59 

34 

24 

Scranton,  PA 

U  of  Florida 

— 

founder 

William  E  Greehey 

Valero  Energy 

51 

23 

13 

Fort  Dodge,  IA 

St  Mary's  Coll 

— 

finance 

Alan  C  Greenberg 

Bear  Stearns  Cos 

60 

38 

9 

Wichita,  KS 

— 

— 

investmi 

Frank  S  Greenberg 

Burlington  Inds 

57 

28 

1 

Chicago,  IL 

U  of  Chicago 

— 

marketi 

Maurice  R  Greenberg 

American  Intl  Group 

62 

26 

20 

New  York,  NY 

U  of  Miami 

— 

insurant 

Vincent  L  Gregory  Jr 

Rohm  &  Haas 

64 

37 

16 

Oil  City,  PA 

Princeton 

MBA 

finance 

Einar  Greve 

Tucson  Electric 

59 

12 

2 

Norway 

Tech  Inst  of  Norway 

MEE 

technics 

Kenneth  J  Griggy 

Wilson  Foods 

53 

11 

11 

Suffield,  OH 

Athenaeum  of  Ohio 

MEd 

marketi) 

Eugene  P  Grisanti 

Intl  Flavors  &.  Frag 

57 

26 

1 

Buffalo,  NY 

Holy  Cross  Coll 

LLM 

legal 

Jenard  M  Gross 

United  Financial 

57 

2 

1 

Nashville,  TN 

Vanderbilt 

— 

 1 

investm 

Clifford  J  Grum 

Temple-Inland 

52 

18 

3 

Davenport,  IA 

Austin  Coll 

MBA 

finance 

Donald  E  Guinn 

Pacific  Telesis 

54 

33 

3 

Wellington,  KS 

Oregon  State 

- 

operatio 

John  H  Gutfreund 

Salomon 

58 

34 

3 

New  York,  NY 

Oberlin  Coll 

— 

investm 

Robert  P  Guyton 

Bank  South 

50 

6 

5 

Blue  Mountain,  MS 

U  of  Mississippi 

MBA 

hanking 

John  G  Haehl  ft 

Niagara  Mohawk  Power 

64 

25 

14 

Brooklyn,  NY 

U  of  Southern  Calif 

— 

finance 

T  Marshall  Hahn  Jr 

Georgia-Pacific 

60 

12 

4 

Lexington,  KY 

U  of  Kentucky 

PhD 

technica 

George  W  Haigh 

Trustcorp 

55 

10 

8 

Toledo,  OH 

Dartmouth  Coll 

— 

banking 

Jordan  L  Haines 

Fourth  Financial 

60 

24 

2 

Sabetha,  KS 

U  of  Arkansas 

LLD 

adminis 

John  R  Hall 

Ashland  Oil 

54 

29 

5 

Dallas,  TX 

Vanderbilt 

— 

operatio 

Brenton  S  Halsey 

James  River  Corp  Va 

60 

18 

18 

Newport  News,  VA 

U  of  Virginia 

— 

founder 

Anthony  R  Hamilton 

Avnet 

62 

30 

7 

North  Bergen,  NJ 

— 

marketi! 

Armand  Hammer 

Occidental  Petroleum 

89 

29 

29 

New  York,  NY 

Columbia 

MD 

finance 

Frederick  S  Hammer 

Meritor  Financial 

51 

2 

1 

New  York,  NY 

Colgate 

PhD 

banking 

Colin  C  Hampton 

UNUM  Corp 

64 

30 

17 

New  Haven,  CT 

Vanderbilt 

MBA 

insuranc 

H  Carey  Hanlin 

Provident  Life  &  Acc 

62 

38 

8 

Chattanooga,  TN 

U  of  Michigan 

— 

insuranc 

Robert  A  Hanson 

Deere 

62 

37 

4 

Moline,  IL 

Augusta na  Coll 

marketii 

Henry  U  Harder 

Chubb 

62 

38 

6 

New  York,  NY 

Yale 

insuranc 

James  G  Harlow  Jr 

Oklahoma  Gas  &  Elec 

53 

26 

11 

Oklahoma  City,  OK  U  of  Oklahoma 

finance 

Charles  M  Harper 

ConAgra 

59 

12 

11 

Lansing,  MI 

Purdue 

MBA 

adminisl 

Richard  D  Harrison 

Fleming  Cos 

64 

33 

21 

Salt  Lake  City,  UT 

Stanford 

legal 

Robert  J  Harrison 

Public  Service  NH 

56 

30 

4 

St  Charles,  MO 

U  of  Oklahoma 

finance 

N  Beme  Han 

United  Banks  of  Col 

57 

33 

8 

Denver,  CO 

Colorado  Coll 

banking 

y  ear  ended  1/31/86. 
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-Compensation  (000)- 

Rank 

 %  change  

salary  + 
profits  bonus 

+ 

s 

stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

% 

mkt  val 

(mill 

sales 
(mil) 

— 1986 — 
profits 
(mil) 

employ 
(000) 

9 

$437 

— 

$1,046 

$234 

retailing 

13  of  38 

1  60% 

•y  i  o.  l 

$1,828 

$41.1 

23.0 

2% 

29% 

5 

32 

$205 

522 

544 

health 

26  of  32 

0.17 

1  .o 

443 

39.1 

4.7 

23 

NA 

3 

22 

185 

570 

501 

electric  utilities 

10  of  73 

0.07 

1  0 

1  .7 

1,918 

391.9 

9.2 

-2 

8 

9 

498 

907 

3,094 

32 

beverages  &  tobacco 

1  of  11 

2  30 

377  1 

8,669 

934.3 

35.0 

29 

18 

0 

508 

322 

1,520 

118 

food  distributor 

5  of  24 

4.87 

37.4 

3,872 

38.4 

47.0 

27 

50 

7 

14 

327 

1,158 

200 

retailing 

9  of  38 

0.01 

n  3 

u.o 

10,512 

301.9 

133.8 

5 

8 

4 

— 

— 

764 

356 

banks 

52  of  192 

17.28 

89  7 

276 

29.7 

2.1 

23 

9 

3 

16 

— 

539 

526 

telecommunications 

15  of  19 

0.32 

1  c 

1  .D 

466 

58.9 

2.5 

NM 

NA 

7 

22 

— 

689 

415 

chemicals 

15  of  20 

0.22 

8.0 

2,232 

177.7 

10.5 

52 

10 

! 

150 

— 

1,141 

201 

chemicals 

8  of  20 

0.41 

1 1.6 

3,726 

-472.3 

39.5 

NM 

4 

1 1 

247 

— 

807 

332 

communications 

16  of  28 

53.50 

1  317.5 

1,215 

100.2 

6.4 

-12 

-2 

d 

73 

— 

583 

491 

electrical  equipment 

5  of  8 

14.49 

207.3 

1,160 

86.1 

5.4 

20 

2 

2 

— 

— 

282 

725 

banks 

165  of  192 

0.33 

0.5 

608 

-115.2 

3.3 

NM 

-31 

5 

— 

— 

545 

522 

retailing 

26  of  38 

7.50 

108.4 

1,564 

62.5 

16.9 

-11 

8 

1 

37 

— 

468 

594 

oil 

24  of  29 

0.50 

1.4 

1,880 

-99.9 

2.2 

NM 

-21 

7| 

— 

— 

4,077 

14 

financial  services 

1  of  21 

7.50 

103.3 

2,164 

131  7 

4.6 

49 

41 

5 

132 

— 

637 

453 

apparel  and  textiles 

4  of  5 

0.06 

0.9 

2,778 

56.5 

44.0 

348 

NA 

3 

— 

3,780 

4,603 

9 

insurance 

2  of  42 

2.20 

236.6 

8,876 

795.8 

27.1 

89 

10 

8 

13 

367 

1,178 

191 

chemicals 

7  of  20 

0.15 

4.3 

2,067 

138.0 

12.0 

-2 

16 

5 

6 

1,324 

1,625 

107 

electric  utilities 

1  of  73 

0.32 

4.6 

425 

117.4 

1.1 

6 

34 

! 

29 

— 

400 

653 

food  processor 

21  of  23 

0.29 

0.3 

1,454 

-24.5 

5.2 

NM 

-1 

6 

12 

17 

525 

540 

chemicals 

19  of  20 

1.10 

18.6 

621 

85.7 

3.8 

23 

41 

B 

— 

— 

498 

567 

banks 

112  of  192 

1.40 

0.3 

655 

-39.7 

0.7 

NM 

87 

9 

2 

252 

823 

326 

packaging 

4  of  6 

0.59 

11.7 

1,296 

80.8 

10.0 

-5 

-4 

4 

277 

— 

941 

279 

telecommunications 

10  of  19 

0.02 

1.7 

8,977 

1,079.4 

73.2 

16 

13 

3 

30 



3,143 

28 

financial  services 

4  of  21 

0.44 

23.2 

6,789 

516.0 

7.1 

-7 

2 

7 



331 

768 

351 

banks 

51  of  192 

0.61 

2.3 

311 

29.0 

2.2 

23 

17 

-1 

7 

— 

371 

669 

electric  utilities 

34  of  73 

0.02 

0.5 

2,660 

397.9 

11.1 

-3 

14 

B 

71 

850 

2,289 

58 

construction 

2  of  20 

0.09 

4.7 

7,223 

296.0 

39.0 

67 

137 

9 

— 

27 

406 

644 

banks 

138  of  192 

0.14 

0.5 

417 

32.4 

2.3 

43 

15 

i 

18 

64 

402 

650 

banks 

141  of  192 

0.41 

1.2 

248 

30.5 

1.6 

18 

9 

5 

21 



866 

309 

oil 

14  of  29 

0.09 

1.7 

6,991 

208.6 

33.6 

42 

14 

2 

9 



521 

545 

paper 

9  of  13 

0.84 

26.6 

2,607 

95.3 

34.5 

-6 

-2 

3 

— 

— 

713 

392 

computers  &  elec 

14  of  29 

0.24 

3.0 

1,415 

23.9 

9.3 

-52 

-12 

2 

— 

; — 

1,232 

177 

oil 

8  of  29 

0.64 

44.2 

15,344 

172.1 

46.9 

-62 

9 

1 





461 

605 

banks 

124  of  192 

0.73 

2.2 

1,723 

-5.2 

5.4 

NM 

-39 

6 





546 

521 

insurance 

30  of  42 

0.02 

0.2 

2,117 

115.1 

3.7 

-3 

7 

] 

450 

614 

insurance 

33  of  42 

0.01 

0.1 

2,018 

146.8 

4.7 

17 

1 

5 

7 

462 

603 

heavy  equipment 

12  of  13 

0.14 

2.8 

3,293 

-395.0 

39.0 

NM 

13 

8 

38 

109 

935 

283 

insurance 

18  of  42 

0.05 

1.2 

3,209 

267.9 

9.3 

280 

38 

7 

16 

353 

682 

electric  utilities 

38  of  73 

0.04 

0.6 

1,091 

126.3 

4.2 

16 

12 

9 

1,203 

2,252 

61 

food  processor 

5  of  23 

1.48 

26.5 

5,911 

105.3 

32.0 

15 

20 

8 

16 

627 

1,261 

169 

food  distributor 

6  of  24 

0.22 

1.9 

7,653 

39.3 

15.7 

-35 

-13 

6 

216 

774 

electric  utilities 

63  of  73 

0.01 

§ 

505 

-198.4 

2.5 

NM 

12 

0 

115 

405 

647 

banks 

139  of  192 

0.28 

0.6 

486 

22.6 

3.3 

-37 

-21 

alary  not  annualized.    §Less  than  $100,000    NA:  Not  available.    NM:  Not  meaningful 
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What  the  Boss  Makes 


Chief  executive 

Company 

Age 

— Tenure  (years) — 
with  as 
firm  CEO 

Birthplace 

Under-  Graduate 
graduate  degree 

Professi 
backgro 

Fred  L  Hartley 

Unocal 

70 

48 

22 

Canada 

U  of  British  Columbia  — 

technica 

John  T  Hartley 

Harris  Corp 

C7 

D  / 

30 

1 

Jacksonville,  FL 

Auburn  — 

operatior 

George  B  Harvey 

Pitney  Bowes 

DO 

30 

4 

New  Haven,  CT 

U  of  Pennsylvania  — 

finance 

fames  R  Harvey 

Transamerica 

22 

6 

Los  Angeles,  CA 

Princeton  MBA 

finance 

Stephen  D  Hassenteld 

Hasbro  * 

23 

7 

Providence,  RI 

operatior 

H  Grant  Hathaway 

59 

32 

5 

New  YnrW  NY 

banking 

Robert  J  Haugh 

St  Paul  Cos 

61 

38 

3 

Milwaukee,  Wl 

Marquette  JD 

insuranc 

Arthur  Hauspurg 

Consolidated  Edison 

62 

18 

5 

New  York,  NY 

Columbia  MS 

technica 

Harold  V  Haverty 

Deluxe  Check 

57 

33 

1 

Detroit,  MI 

operatior 

Philip  M  Hawley 

Carter  Hawley  Hale' 

61 

29 

10 

Portland,  OR 

U  of  Calif  at  Berkeley  — 

retailing 

Jess  T  Hay  Lomas  &  Nettleton        56  27  22       Forney,  TX  Southern  Methodist    JD  legal 


Raymond  A  Hay 

LTV 

58 

12 

4 

New  York,  NY 

Long  Island 

MBA 

administ 

Richard  E  Heckert 

EI  Du  Pont 

63 

38 

1 

Oxford,  OH 

Miami  U  of  Ohio 

PhD 

technica 

Alfred  J  Hedden 

CityFed  Financial 

63 

35 

1 

Stirling,  NJ 

— 

banking 

Gordon  E  Heffern2 

Society 

63 

13 

4 

Utica,  PA 

U  of  Virginia 

— 

administ 

Edward  L  Hennessy  Jr 

Allied-Signal 

59 

8 

8 

Boston,  MA 

Fairleigh  Dickinson 

finance 

John  M  Henske3 

Ohn 

64 

17 

9 

Omaha,  NE 

Yale 

operatior 

Leonard  G  Herring 

Lowe's  Cos 

60 

31 

8 

Snow  Hill,  NC 

U  of  North  Carolina 

finance 

Leon  Hess 

Amerada  Hess 

73 

41 

1 

New  York,  NY 

founder 

Samuel  J  Heyman 

GAF 

48 

3 

3 

New  York,  NY 

Yale 

legal 

D wight  H  Hibbard 

Cincinnati  Bell 

63 

37 

3 

Hadley,  MA 

Amherst 

MS 

technica 

Leo  Hill4 

Affiliated  Bcshs  Colo 

63 

23 

4 

Washington  City,  MO  Colorado  Coll 

administ 

Daniel  A  Hillenbrand 

Hillenbrand  Inds 

63 

42 

14 

Batesville,  IN 

Purdue 

administ 

Barron  Hilton 

Hilton  Hotels 

59 

32 

21 

Dallas,  TX 

administ 

Jackson  C  Hinds 

Entex 

65 

18 

15 

Brownsville,  TX 

U  of  Texas 

LLD 

legal 

Andrew  H  Hines  Jr 

Florida  Progress 

64 

35 

14 

Lake,  FL 

U  of  Florida 

technica 

Neil  S  Hirsch 

Telerate 

40 

18 

18 

St  Louis,  MO 

founder 

Alan  P  Hoblitzell  Jr 

MNC  Financial5 

56 

30 

4 

St  Louis,  MO 

Princeton 

banking 

Orion  L  Hoch 

Litton  Industries 

58 

30 

1 

Canonsburg,  PA 

Carnegie-Mellon 

PhD 

technica 

Lewis  R  Holding 

First  Citizens  Bcshs 

59 

33 

29 

Smithfield,  NC 

U  of  North  Carolina 

MBA 

finance 

Thomas  A  Holmes 

Ingersoll-Rand 

63 

37 

6 

Wilmington,  MA 

Mo  School  of  Mines 

operatioi 

Harold  S  Hook 

American  General 

55 

16 

8 

Kansas  City,  MO 

U  of  Missouri 

MA 

insuranc 

Robert  B  Horton 

Standard  Oil 

47 

1 

1 

England 

U  of  St  Andrews 

MS 

administ 

James  R  Houghton 

Corning  Glass  Works 

51 

24 

4 

Corning,  NY 

Harvard 

MBA 

administ 

William  R  Howard 

Piedmont  Aviation 

65 

9 

4 

Wheatland,  WY 

George  Washington 

legal 

Wesley  J  Howe 

Becton,  Dickinson 

66 

38 

12 

Jersey  City,  NJ 

Stevens  Inst  of  Tech 

MS 

administ 

William  R  Howell 

JC  Penney 

51 

29 

3 

Claremore,  OK 

U  of  Oklahoma 

retailing 

Frank  B  Hower  Jr 

Liberty  National 

58 

36 

14 

Louisville,  KY 

Centre  Coll 

banking 

Charles  E  Hugel  Combustion  Eng  58  4  3       Plainfield,  NJ  Lafayette  Coll  —  operatioi 


a?  Huggard  Atlantic  Elec  53  32  2       Wilmington,  DE         U  of  Delaware  MME  technical 

d  1/31/86    Succeeded  by  Robert  W  Gillespie,  405/87    ^Succeeded  bv  John  W  Johnstone  Jr,  4/30/87. 
rO  din;  5/1/87,    5Formerlv  Marvland  National 
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— Compensation  (000)- 
+  stock 
other  gains 

total 

Rank 
among 
800  execs  Industry 

Rank  in 
industry 

—Stock 

% 

owned — 
mkt  val 
(mil) 

sales 
(mil) 

— 1986  

profits 
(mil) 

employ 
(000) 

 %  ch 

profits 

ange  

salary  + 
bonus 

1  $666 

— 

$1,597 

109 

oil 

5  of  29 

0.24% 

$10.3 

$7,482 

$176.0 

19.1 

-46% 

-10'/i 

1  48 

— 

679 

424 

aerospace  &  defense 

16  of  17 

0.34 

5.5 

2,217 

59.6 

29.1 

-26 

NA 

5  417 

$1,205 

2,308 

56 

computers  &.  elec 

2  of  29 

0.13 

3.9 

1,987 

167.9 

29.1 

12 

g 

i  18 

50 

876 

303 

insurance 

20  of  42 

0.20 

4.8 

6,076 

267.5 

15.4 

83 

38 

)  625 

1,804 

88 

leisure  &  recreation 

5  of  13 

9.40 

114.4 

1,345 

99.2 

7.4 

0 

)  29 

522 

1,081 

221 

banks 

28  of  192 

2.22 

8.3 

410 

36.5 

2.9 

12 

)  20 

134 

874 

305 

insurance 

21  of  42 

0.08 

1.7 

3,182 

159.6 

10.0 

69 

7 

j  170 

650 

443 

electric  utilities 

5  of  73 

0.01 

0.5 

5,198 

546.4 

20.9 

-3 

7 

^  45 

97 

496 

569 

communications 

25  of  28 

0.44 

11.3 

867 

121.1 

13.1 

16 

i  2 

109 

756 

359 

retailing 

20  of  38 

0.73 

10.7 

4,090 

47.6 

52.0 

-1 

0 

edian  compensation  for  the  800  executives  on  these  pages  was 
06,000  in  1986,  14%  above  the  $620,000  median  in  1985. 
edian  age:  58;  median  years  with  the  company:  26. 

>  76 

— 

725 

382 

financial  services 

17  of  21 

1.74 

16.0 

376 

54.5 

3.4 

31 

35 

t  2 

— 

696 

410 

metals 

6  of  12 

0.81 

3.1 

7,271 

3,251.6 

51.9 

NM 

-3 

i  68 

185 

1,501 

122 

chemicals 

4  of  20 

0.07 

18.9 

26,907 

1,538.0 

143.6 

38 

NA 

!  11 

— 

499 

566 

banks 

111  of  192 

1.32 

2.5 

1,218 

37.5 

6.0 

-40 

NA 

;  25 

807 

1,508 

120 

banks 

12  of  192 

0.75 

5.3 

892 

84.1 

6.4 

39 

36 

f  121 

665 

2,175 

64 

aerospace  &.  defense 

3  of  17 

0.07 

5.3 

11,794 

605.0 

140.5 

NM 

14 

1  27 

54 

884 

299 

chemicals 

12  of  20 

0.87 

10.4 

1,707 

75.2 

14.1 

NM 

32 

7 

— 

405 

645 

retailing 

33  of  38 

1.20 

12.5 

2,283 

55.1 

14.1 

-8 

-10 

)  10 

210 

778 

oil 

29  of  29 

15.10 

426.6 

4,015 

-219.4 

8.0 

NM 

NA 

)  5 

705 

401 

chemicals 

14  of  20 

7.92 

137.8 

754 

80.7 

4.3 

49 

23 

i  31 

396 

654 

telecommunications 

17  of  19 

0.15 

1.1 

493 

58.2 

5.2 

13 

1 1 

)  18 

268 

736 

banks 

171  of  192 

0.66 

0.7 

265 

7.1 

2.3 

-29 

-12 

1  44 

797 

341 

consumer  products 

15  of  23 

2.90 

28.8 

641 

50.5 

6.9 

54 

110 

675 

426 

leisure  &  recreation 

9  of  13 

3.41 

71.5 

719 

97.8 

34.5 

-2 

9 

1  56 

519 

549 

natural  gas 

12  of  17 

0.69 

2.0 

810 

-84.7 

4.6 

NM 

18 

516 

552 

electric  utilities 

16  of  73 

0.05 

0.9 

1,875 

181.2 

7.6 

13 

12 

797 

342 

communications 

17  of  28 

59.20 

1041.0 

210 

38.8 

0.8 

16 

42 

166 

701 

404 

banks 

67  of  192 

0.04 

0.3 

982 

91.8 

5.7 

26 

22 

36 

957 

276 

conglomerates 

12  of  20 

0.18 

4.2 

4,521 

71.1 

56.9 

-76 

NA 

5 

253 

753 

banks 

179  of  192 

23.04 

82.9 

294 

23.3 

3.5 

-7 

6 

>  175 

1,064 

225 

heavy  equipment 

4  of  13 

0.51 

7.9 

2,799 

100.6 

32.3 

26 

17 

>  313 

1,252 

172 

insurance 

14  of  42 

0.24 

12.2 

6,160 

669.2 

16.4 

32 

4 

>  50 

846 

313 

oil 

15  of  29 

0.00 

0.1 

9,219 

-311.0 

40.9 

NM 

NA 

i  25 

711 

394 

computers  &  elec 

15  of  29 

3.10 

91.7 

1,856 

162.2 

24.9 

51 

13 

117 

795 

343 

air  transport 

3  of  11 

0.04 

0.4 

1,865 

72.4 

18.4 

9 

25 

)  139 

1,139 

203 

health 

14  of  32 

1.06 

25.1 

1,312 

111.9 

18.1 

27 

49 

I  140 

4 

1,058 

228 

retailing 

1 1  of  38 

0.05 

3.8 

14,740 

530.0 

176.5 

33 

56 

(  12 

335 

693 

banks 

152  of  192 

0.32 

0.8 

227 

22.7 

1.6 

28 

-2 

!  500 

18.8 

1,536 

116 

heavy  equipment 

1  of  13 

0.02 

0.3 

2,551 

50.9 

24.5 

NM 

13 

t  3 

235 

762 

electric  utilities 

59  of  73 

0.02 

0.1 

583 

69.6 

2.1 

15 

36 

Not  available 

NM:  Not  meaningful. 
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What  the  Boss  Makes 


Chief  executive 

Company 

Age 

— Tenure  (years) — 
with  as 
firm  CEO 

Rirthnl'we 

1)11  HlfJIdlC 

Under-  Graduate 
graduate  degree 

Professi 

K    f  lr  «  r  f  t 
1  1  <J  (  Kj^III 

Robert  D  Hunsucker 

Panhandle  Eastern 

ai 

35 

4 

Winchester,  KS 

Washburn 

- 

finance 

Samuel  Huntington 

New  England  Electric 

to 

10 

2 

Rav  Shnrp  MY 

Harvard 

— 

legal 

Willard  L  Hurley 

First  Alabama  Bcshs 

ou 

28 

3 

\    1 1  n  **c\/i  1 1  f*    I  A 
dlllLoVJHL,  \jf\ 

Huntingdon  Coll 

— 

banking 

Lee  A  Iacocca 

Chrysler 

A9 
oz 

8 

7 

A  1 1  t*rt  tnum  OA 
/VI1C111UWI1,  rt\ 

Lehigh 

ME 

operatior 

Carl  *_  icann 

Trans  )A^orld  Airlines 

51 

1 

1 

Princeton 

— 

mvestmc 

Seishichi  Itoh 

California  First  Bk 

ci 

15 

2 

Japan 

Osaka 

— 

banking 

Allen  F  Jacobson 

Minn  Alining  &  Mfg 

ou 

39 

1 

WLlldiia,  1NE. 

Iowa  State 

— 

operatior 

Jerry  V  [arret  1 

Ameri  Trust 

JJ 

13 

3 

Ahilprw  TY 

Lunelle,  i  a 

U  of  Oklahoma 

MBA 

banking 

Stephen  J  Jfatras 

Telex 

r»1 

O 1 

22 

6 

\A  f  \C  f*f*cr\r\Tt  PA 
xvnivccspuil,  r  r\ 

Carnegie  Inst  of  Tech 

SM 

technical 

George  S  Jenks 

Sun  west  Financial 

AO 

36 

5 

A  ncr~t"i1i  i 

Cornell 

- 

banking 

Clarence  £  Johnson 

Borg-Warner 

Afl 

ou 

34 

1 

Chicago,  IL 

Millikin 

opera  tioc 

Lloyd  P  Johnson 

Norwest 

3  I 

2 

2 

Minneapolis,  j^MN 

Carleton  Coll 

MBA 

banking 

William  B  Johnson 

IC  industries 

68 

21 

21 

OdllsULli  y,  JV  ilj 

Washington  Coll 

— 

legal 

Don  Johnston 

r\ATT  rnnn 

An 

ou 

36 

13 

Flmira  MY 
Ulllllld,  IN  1 

Michigan  State 

MA 

market  i_n 

David  A  Jones 

Humana 

55 

25 

25 

f  fii  1 1  ciri  1 1  f>  W 

i*uui3Viuc,  jx  i 

U  of  Louisville 

ID 

founder 

Joseph  L  Jones 

Armstrong  World  Inds 

o4 

39 

3 

Sheppards,  VA 

Virginia  Poly  Inst 

operation 

Thomas  V  Jones 

Northrop 

66 

33 

27 

£  UlllUlia,  V.  r\ 

Stanford 

i  in 

technical 

Don  D  Jordan 

nUUMUU  iliuUoLIlcb 

CC 

JJ 

30 

10 

{"rtmnc  ihneti     1  if 

U  of  Texas 

ID 

legal 

William  Jovanovich 

Harcourt  Brace 

A7 

o  / 

40 

32 

Louisville,  CO 

U  of  Colorado 

— 

administi 

Jerry  R  Junkins 

Texas  Instruments 

28 

2 

Fort  A4adison,  IA 

Iowa  State 

MS 

operation 

David  1  Kearns 

Xerox 

C  A 
30 

15 

5 

Rochester,  NY 

U  of  Rochester 

- 

sales 

i_nanes  n  rveaung  jr 

American  Continental 

A/1 
o*r 

11 

11 

Cincinnati,  OH 

— 

ID 

legal 

George  M.  Keller 

Chevron 

A3 

39 

6 

Ransas  City,  MO 

MIT 

— 

technical 

wenacii  \  iveney 

Illinois  Power 

Al 
Ol 

37 

20 

Champaign,  IL 

U  of  Illinois 

technical 

Tknni  K  I   kf  llv  Ir 

i  Dunug  l  ivciiy  f\ 

TIE/ Communications 

CI 
D  1 

16 

16 

Mpw  Vr.rU-  MV 
1NCW   1  OIK,  IN  I 

Lehigh 

founder 

David  W  Kemper 

Commerce  Bcshs 

36 

8 

1 

Kansas  City,  MO 

Harvard 

MR  A 

banking 

R  Crosby  Kemper  Jr 

United  Missouri  Bcshs 

An 

37 

17 

Kansas  City,  MO 

— 

— 

banking 

George  D  Kennedy 

Intl  Minerals  &  Chem 

Al 
ol 

16 

3 

rlttSDUrgn,  ri\ 

Williams  Coll 

— 

administi 

John  H  Kennedy 

Alco  Health  Services 

c  7 

J  f 

25 

I 

Dtlill/iolnktl  DA 

rnnaaeipnia,  rn 

La  Salle  Coll 

— 

finance 

Robert  D  Kennedy 

Union  Carbide 

C.A 
34 

32 

1 

Pittsburgli,  PA 

Cornell 

MBA 

operation 

George  F  Kesel 

Union  National 

55 

26 

10 

Pittsburgh,  PA 

Williams  Coll 

MBA 

banking 

James  L  Ketelsen 

Tenneco 

DO 

28 

8 

Davenport,  IA 

Northwestern 

— 

finance 

Peter  D  Kiernan 

Norstar  Bancorp 

Al 
OO 

13 

13 

AiDany,  in  i 

Williams  Coll 

— 

insurance 

I  PnKprt  k'illrv-wL- 

!  tvooen  MiipacK 

National  City 

AA 
04 

8 

1 

Persia,  IA 

Miami  U  of  Ohio 

— 

finance 

D  r > K»> r *  P)  kTainit'rir'lr 

nuucn  vj  jviipairiCK 

Cigna 

A3 
Do 

33 

11 

Fairbanks,  LA 

U  of  Richmond 

— 

insurance 

David  l  Kimball 

General  Signal 

59 

14 

3 

Williams,  AZ 

U  of  New  Mexico 

— 

administi 

William  J  King 

Dauphin  Deposit 

CO 
39 

7 

1 

Philadelphia,  FA 

U  of  Pennsylvania 

— 

banking 

Vrt*A  M  If  irfvir 

rreu  /n  iviroy 

Alleghany 

Of 

29 

19 

Wilkes-Barre)  rA 

Lafayette  Coll 

investtne 

Lawrence  O  Kitchen 

Lockheed 

04 

29 

1 

rort  Mills,  aG 

Foothill  Coll 

administi 

Square  D 

CO 

18 

3 

Imboden,  AR 

Illinois  Inst  of  Tech 

technical 

Charles  F  Knight 

Emerson  Electric 

51 

14 

13 

Lake  Forest,  IL 

Cornell 

MBA 

administi 

William  H  Knoell 

Cyclops 

62 

20 

14 

Pittsburgh,  PA 

Carnegie-Mellon 

ID 

legal 

Richard  L  Knowlton 

George  A  Hormel 

55 

38 

5 

Austin,  MN 

U  of  Colorado 

marketin 

Robert  M  Kossick 

Natl  Community  Bank 

47 

7 

7 

New  Brunswick,  NJ  Georgia  Inst  of  Tech 

MA 

banking 

Abraham  Krasnoff 

Pall 

67 

36 

17 

Newark,  NJ 

NYU 

finance 
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-Compensation  (000)- 

Rank 

 *v  t  n  f  L  numon  

 1986  

 %  change  

salary  + 
profits  bonus 

+ 

s 

stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

% 

mkt  val 
(mil) 

sales 
(mil) 

profits 
(mil) 

employ 
(000) 

5 

— 

$38 

$563 

506 

natural  gas 

11  of  17 

0.24% 

$3.8 

$2,250 

$-542.1 

5.0 

NM 

8% 

8 

— 

— 

368 

673 

electric  utilities 

36  of  73 

0.01 

0.1 

1,432 

172.0 

5.1 

5% 

49 

9 

$28 

243 

700 

406 

banks 

69  of  192 

0.25 

1.8 

401 

54.1 

3.7 

6 

4 

2 

9,317 

9,559 

20,578 

1 

automotive 

1  of  18 

1.01 

83.7 

22,586 

1,403.6 

115.1 

-14 

5 

0 

— 

— 

30 

796 

air  transport 

11  of  11 

73.00 

555.7 

3,145 

-106.3 

27.4 

NM 

NA 

4 

47 

— 

291 

722 

banks 

164  of  192 

0.03 

0.1 

561 

30.7 

4.0 

20 

12 

7 

— 

— 

777 

349 

conglomerates 

16  of  20 

0.02 

2.6 

8,602 

779.0 

83.7 

17 

NA 

6 

22 

— 

558 

511 

banks 

94  of  192 

t 

§ 

1,062 

88.5 

5.0 

10 

6 

5 

1 

550 

1,016 

245 

computers  &.  elec 

10  of  29 

0.33 

3.8 

695 

67.5 

7.0 

27 

16 

8 

16 

— 

354 

681 

banks 

146  of  192 

0.16 

0.5 

262 

28.3 

2.0 

16 

1 

] 

7 

889 

1,566 

112 

automotive 

6  of  18 

0.25 

10.1 

3,379 

206.3 

82.6 

16 

NA 

I 

9 

— 

822 

327 

banks 

47  of  192 

0.29 

3.3 

2,420 

121.7 

15.4 

13 

70 

? 

363 

— 

1,512 

119 

conglomerates 

5  of  20 

0.20 

7.0 

4,222 

-136.7 

38.4 

NM 

9 

6 

7 

— 

713 

393 

communications 

20  of  28 

0.79 

2.2 

641 

18.5 

10.1 

214 

-5 

9 

87 

— 

626 

464 

health 

24  of  32 

3.00 

69.K 

2,601 

54.5 

44.6 

-75 

-14 

5 

1 

98 

644 

448 

construction 

13  of  20 

0.07 

1.2 

1,920 

122.4 

21.7 

21 

23 

4 

71 

— 

1,185 

188 

aerospace  &.  defense 

8  of  17 

2.28 

47.4 

5,608 

41.2 

46.9 

-81 

-7 

5 

14 

— 

579 

495 

electric  utilities 

9  of  73 

0.03 

1.0 

3,536 

424.9 

12.2 

-9 

14 

8 

40 

— 

908 

293 

communications 

12  of  28 

1.20 

16.2 

1,300 

70.5 

13.4 

40 

38 

0 

2 

114 

616 

473 

computers  &.  elec 

19  of  29 

0.12 

5.7 

4,974 

39.9 

77.6 

NM 

33 

5 

225 

693 

1,793 

90 

indus  &  office  svcs 

5  of  10 

0.13 

10.0 

12,919 

464.5 

111.5 

-2 

10 

I 

— 

— 

1,774 

91 

banks 

7  of  192 

20.2 

35.2 

852 

30.8 

1.4 

-28 

29 

9 

183 

— 

1,372 

142 

oil 

7  of  29 

0.02 

3.0 

24,352 

715.4 

56.0 

-54 

3 

5 

1 

— 

326 

702 

electric  utilities 

44  of  73 

0.02 

0.3 

1,184 

292.7 

4.6 

22 

12 

Q 

— 

— 

200 

784 

telecommunications 

19  of  19 

9.80 

12.3 

298 

-77.9 

1.8 

NM 

0 

4 

10 

— 

314 

711 

banks 

161  of  192 

1.50 

5.6 

471 

39.2 

4.0 

3 

NA 

5 

29 

119 

563 

503 

banks 

92  of  192 

17.22 

55.9 

272 

31.1 

2.3 

3 

21 

6 

— 

— 

826 

323 

chemicals 

13  of  20 

0.31 

2.9 

1,178 

-217.0 

10.0 

NM 

18 

8 

— 

— 

308 

715 

health 

31  of  32 

0.23 

0.6 

1,286 

15.6 

2.1 

20 

NA 

7 

11 

212 

990 

260 

chemicals 

9  of  20 

0.04 

1.4 

6,343 

699.0 

51.2 

NM 

1 

8 

9 

22 

229 

768 

banks 

188  of  192 

0.21 

0.7 

293 

27.2 

2.0 

31 

10 

2 

44 

— 

986 

261 

conglomerates 

11  of  20 

t 

0.3 

14,529 

-39.0 

106.0 

NM 

12 

? 

183 

— 

762 

358 

banks 

53  of  192 

0.07 

0.8 

983 

104.8 

7.6 

13 

9 

10 

529 

1,132 

207 

banks 

22  of  192 

0.20 

2.6 

1,326 

135.0 

9.0 

25 

NA 

7 

31 

— 

1,248 

173 

insurance 

15  of  42 

0.04 

2.1 

17,064 

691.7 

49.7 

NM 

62 

J 

8 

27 

645 

447 

computers  &.  elec 

17  of  29 

0.37 

4.8 

1,583 

74.6 

21.2 

51 

1 

4 

— 

— 

234 

764 

banks 

186  of  192 

0.05 

0.2 

252 

29.4 

1.5 

21 

NA 

4 

502 



1,266 

167 

financial  services 

14  of  21 

12.50 

74.9 

623 

79.5 

5.4 

-26 

12 

0 

17 

737 

375 

aerospace  &.  defense 

15  of  17 

0.12 

3.5 

10,273 

408.0 

92.4 

2 

NA 

2 

662 

434 

electrical  equipment 

4  of  8 

0.70 

10.6 

1,403 

98.9 

21.1 

13 

16 

8 

2,267 

3,545 

20 

electrical  equipment 

2  of  8 

0.13 

10.0 

4,953 

408.9 

60.7 

2 

19 

5 

45 

92 

752 

362 

metals 

4  of  12 

2.20 

8.3 

1,441 

21.3 

9.0 

-13 

10 

s 

12 

710 

396 

food  processor 

17  of  23 

0.08 

0.6 

1,920 

34.6 

6.5 

-12 

22 

6 

575 

1,101 

213 

banks 

24  of  192 

0.61 

15.8 

206 

28.2 

1.6 

26 

18 

2 

26 

548 

518 

heavy  equipment 

10  of  13 

0.50 

5.7 

332 

40.9 

5.0 

19 

-6 

ess  than  0.01%.    §Less  than  $100,000.    NA:  Not  available.    NM:  Not  meaningful. 
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What  the  Boss  Makes 


— Tenure  (years) — 

with 

as 

Under-  Graduate 

Profess 

Chief  executive 

Company 

Age 

CEO 

di  rt  ii  p  lace 

graduate 

degree 

backgr 

[oho  H  Kiehbiel  Jr 

Molex 

AC\ 

4y 

30 

30 

Chicago,  IL 

Lake  Forest  College 

— 

adminis 

Daniel  J  Krumni 

Maytag 

Afl 

34 

13 

Qirtiiv  (~*it\r  IA 

jiuua  ^ny,  i/\ 

U  of  Iowa 

— 

marketi 

Hal  C.  Kuehl 

First  Wisconsin 

AA 
0<* 

39 

9 

Davenport,  IA 

U  of  Wisconsin 

MBA 

banking 

till    I      I/..nU«    I  _ 

Ronald  L  Kuenn  Jr 

Sonat 

jL 

16 

3 

Rmnlrlvn  MY 
DIUUKiyil,  IN  I 

Fordham 

— 

legal 

William  u  Kunns 

General  Public  Utils 

OD 

31 

20 

IVtilwaukee,  ^VI 

U  of  Wisconsin 

JD 

finance 

William  R  Laidig 

Gt  Northern  Nekoosa 

OU 

37 

2 

sterling,  IL 

Marquette 

— 

producr 

Harvey  H  Lamm 

Subaru  of  America 

C  1 
D  1 

19 

12 

Phi  I  iil,>l  nhn  PA 

riiiiaueipma,  1  /\ 

— 

— 

sales 

William  h  La/Viotne 

Kellogg 

ah 

36 

g 

Rrnnlrlvti  MY 

orooKiyn,  in  i 

Fordham 

— 

market  ii 

Joseph  L  Lanier  fr 

West  Point-Pepperell 

DO 

30 

1 1 

T  'in/'tf  Al 

Washington  &  Lee 

— 

operatic 

Donald  £  Lasater 

Mercantile  Bancorp 

A1 

28 

16 

31  LAJU1S,  fviw 

U  of  Southern  Calif 

— 

legal 

John  P  LaWare 

Shawmut 

59 

g 

5 

Columbus,  wi 

Harvard 

MA 

banking 

Kenneth  L  Lay 

Enron 

3 

3 

Tyrone,  A40 

U  of  Missouri 

PhD 

technics 

Charles  Lazarus 

i  oys  k  us 

A3 

oo 

31 

31 

Washington,  DC 

— 

— 

founder 

William  3  Lee 

Duke  Power 

JO 

32 

5 

v^narioiic,  in^_ 

Princeton 

— 

technics 

John  N  Lemasters2 

Contel 

JO 

3 

2 

/VKron,  \jti 

Georgia  Inst  of  Tech 

— 

technics 

Donald  D  Lennox3 

Navistar  Intl 

68 

7 

4 

Pittsburgh,  PA 

U  of  Pittsburgh 

— 

operatio 

Andrew  M  Lewis 

Best  Products 

18 

3 

^Vash^ngton,  DC 

Harvard 

— 

retailing 

John  C  Lewis 

Amdahl 

0 1 

9 

4 

Livingston,  MT 

Fresno  State 

— 

finance 

Peter  B  Lewis 

Progressive 

jj 

33 

i^ieveiana,  \jy\ 

Princeton 

— 

insurant 

Leonard  Lieberman 

Supermarkets  General 

JO 

23 

4 

Pit-  ih.-rh  Ml 

jcuzanein,  inj 

Yale 

ID 

legal 

J  Hugh  Ltedtke 

Pennzoil 

65 

31 

24 

lulsa,  UK. 

U  of  Texas 

i  i 

legal 

jonn  iri  Lime 

Lucky  Stores 

DU 

a 

2 

Chicago,  IL 

Stanford 

MBA 

operatio 

fames  G  Lindley 

South  Carolina  Natl 

*;a 

DO 

0 
o 

A 
o 

Greensboro,  NC 

U  of  North  Carolina 

MBA 

banking 

Lari  it  Linuner 

United  Brands 

AQ 
oo 

2 

2 

7  > ,,,7    ,  7 II 

uayton,  tjri 

finance 

Philip  E  Lippincott 

Scott  Paper 

0  1 

28 

5 

Camden,  NJ 

Dartmouth  Coll 

MBA 

operatio1 

Charles  »  Locke 

Morton  Thiokol 

58 

11 

7 

Laurel,  MS 

U  of  Mississippi 

MS 

finance 

Robert  M  Long 

Longs  Drug  Stores 

49 

26 

10 

Oakland,  CA 

Claremont  Men's  Coll  — 

retailing 

Wilton  Looney 

Genuine  Parts 

68 

48 

25 

Vanna,  GA 

operatio 

Francisco  A  Lorenzo 

Texas  Air 

47 

15 

7 

New  York,  NY 

Columbia 

MBA 

finance 

Vernon  R  Loucks  Jr 

Baxter  Travenol  Labs 

52 

21 

7 

Evanston,  IL 

Yale 

marketii 

1 

u 

mi 

Robert  Louis-Dreyfus 

IMS  International 

41 

14 

5 

France 

Ecole  des  Cadres 

MBA 

marketii 

Howard  M  Love 

National  Intergroup 

57 

31 

7 

Pittsburgh,  PA 

Colgate 

MBA 

operatioi 

L  Vincent  Lowe  Jr 

Branch  Corp 

51 

25 

S 

Chadbourn,  NC 

U  of  North  Carolina 

banking 

Gordon  C  Luce 

Gt  Am  First  Savings 

61 

17 

17 

San  Diego,  CA 

Stanford 

MBA 

admuust 

Robert  P  Luciano 

Schering-Plough 

53 

8 

5 

New  York,  NY 

City  Coll  New  York 

ID 

legal 

Joseph  E  Luecke 

Kemper 

60 

35 

8 

Philadelphia,  PA 

La  Salle  Coll 

insuranc 

Frank  W  Luerssen 

Inland  Steel  Inds 

59 

35 

4 

Reading,  PA 

Pennsylvania  State 

MS 

technica 

David  L  Luke  III 

Westvaco 

63 

35 

23 

Tyrone,  PA 

Yale 

finance 

Edwin  A  Lupberger 

Middle  South  Utils 

51 

8 

1 

Atlanta,  GA 

Davidson  Coll 

MBA 

finance 

H  William  Lurtoo 

Jos  tens 

57 

32 

15 

Greenwich,  CT 

Principia 

administ 

'Succeeded  bv  John  F  Oleary,  5/7/87.   Succeeded  by  Donald  W  Weber,  4/30/87. 

'Succeeded  by  James  C  Cotting,  4/1/87.  ■''Succeeded  by  Robert  ER  Huntley,  2/27 
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— Compensation  (000)— 

Rank 

— lVoo-  

 %  change  

+  stock 
i       other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

% 

mkt  val 
(mil) 

sales 
(mil) 

profits 
(mil) 

employ 
(000) 

salary  + 
profits  bonus 

1  $31 

— 

$242 

759 

computers  &  elec 

28  of  29 

12.70% 

$126.4 

$292 

$32.0 

4.3 

4% 

-4% 

3  — 

$134 

767 

354 

consumer  products 

16  of  23 

0.14 

3.4 

1,724 

116.9 

12.2 

63 

35 

5  20 

463 

868 

308 

banks 

43  of  192 

0.40 

1.8 

667 

52.7 

5.8 

33 

18 

1  64 

- 

655 

437 

natural  gas 

10  of  17 

0.18 

2.4 

1,692 

-304.3 

5.8 

NM 

6 

8  5 

393 

657 

electric  utilities 

31  of  73 

0.01 

0.2 

2,787 

205.2 

13.8 

113 

14 

S  38 

456 

962 

274 

paper 

6  of  13 

0.12 

2.8 

2,039 

85.3 

14.0 

85 

57 

3  30 

— 

633 

454 

automotive 

14  of  18 

0.53 

4.0 

2,017 

94.8 

0.9 

14 

8 

0  35 

— 

985 

264 

food  processor 

14  of  23 

0.16 

1 1.5 

3,341 

318.9 

17.2 

13 

17 

6  — 

— 

656 

436 

consumer  products 

19  of  23 

0.40 

3.9 

1,813 

54.5 

28.5 

92 

82 

8  16 

— 

544 

523 

banks 

101  of  192 

0.49 

2.0 

660 

55.3 

4.5 

6 

8 

0  1 

— 

651 

441 

banks 

74  of  192 

0.07 

0.5 

918 

78.6 

6.1 

37 

2 

1  80 

— 

731 

378 

natural  gas 

7  of  17 

0.20 

3.5 

7,591 

57.7 

9.6 

-72 

-12 

0  30 

— 

3,020 

33 

retailing 

2  of  38 

1.70 

75.9 

2,445 

152.2 

27.1 

27 

24 

4  88 

— 

402 

649 

electric  utilities 

28  of  73 

0.04 

1.7 

3,401 

467.8 

20.4 

7 

16 

7  — 

— 

687 

417 

telecommunications 

12  of  19 

0.02 

0.4 

3,074 

232.9 

22.9 

-3 

4 

5  50 

— 

575 

498 

automotive 

15  of  18 

0.07 

1.2 

3,374 

-8.4 

15.9 

NM 

11 

5  10 

— 

455 

609 

retailing 

31  of  38 

0.80 

2.1 

2,142 

-23.0 

18.0 

NM 

11 

1  10 

— 

831 

320 

computers  &  elec 

1 1  of  29 

0.36 

7.0 

966 

39.3 

7.0 

61 

29 

1  104 

— 

775 

350 

insurance 

24  of  42 

13.40 

1 12.6 

683 

64.7 

4.0 

83 

46 

11 

— 

768 

352 

food  distributor 

12  of  24 

0.28 

4.9 

5,508 

60.9 

52.5 

-4 

12 

8  1,985 

— 

2,683 

43 

oil 

2  of  29 

0.94 

30.9 

1,782 

68.5 

7.3 

-39 

5 

8  — 

270 

788 

346 

food  distributor 

1 1  of  24 

0.16 

1.8 

6,441 

233.3 

54.5 

170 

31 

9  54 

— 

433 

627 

banks 

131  of  192 

0.13 

0.6 

465 

43.8 

4.1 

38 

12 

9  3 

702 

403 

food  processor 

18  of  23 

0.01 

0.1 

3,307 

53.8 

39.0 

67 

170 

3 

134 

827 

321 

consumer  products 

13  of  23 

0.14 

3.7 

3,437 

186.5 

23.6 

-7 

4 

3  15 

938 

282 

chemicals 

10  of  20 

0.22 

4.3 

1,950 

132.9 

17.9 

-33 

4 

6  9 

122 

417 

637 

retailing 

32  of  38 

9.50 

66.4 

1,635 

38.6 

11.5 

2 

-5 

0  — 

510 

556 

retailing 

29  of  38 

0.97 

26.5 

2,394 

121.6 

13.6 

-4 

-9 

4  11 

485 

580 

air  transport 

10  of  1 1 

3.60 

55.8 

4,407 

42.2 

65.0 

-13 

3 

8  — 

348 

1,256 

171 

health 

1 1  of  32 

0.08 

4.5 

5,543 

502.0 

61.9 

266 

14 

Chrysler  Chairman  Lee  Iacocca,  62,  earned  $20.6  million  last 
year,  giving  him  the  highest  "age-wage  ratio" — $331,930  of 
income  for  each  year  of  age. 

5  — 

475 

589 

communications 

26  of  28 

1.80 

19.6 

376 

38.6 

4.6 

33 

23 

5*  — 

525 

539 

oil 

23  of  29 

0.75 

2.3 

2,370 

-15.2 

5.8 

NM 

-5 

6  11 

367 

675 

banks 

145  of  192 

0.91 

2.6 

304 

28.0 

2.6 

21 

36 

3  10 

1,221 

1,834 

83 

banks 

6  of  192 

1.70 

7.2 

1,257 

93.7 

2.8 

105 

22 

8  51 

959 

275 

health 

17  of  32 

0.08 

4.5 

2,399 

265.8 

24.1 

38 

24 

1 

301 

720 

insurance 

39  of  42 

0.13 

2.6 

3,330 

201.1 

16.4 

116 

57 

9  17 

476 

588 

metals 

10  of  12 

0.23 

1.9 

3,173 

19.3 

22.7 

NM 

9 

5  31 

1,393 

2,109 

67 

paper 

2  of  13 

1.20 

22.5 

1,836 

107.3 

15.1 

5 

2 

3  8 

351 

685 

electric  utilities 

39  of  73 

t 

§ 

3,486 

451.3 

13.6 

13 

80 

1  17 

668 

430 

retailing 

23  of  38 

0.90 

6.6 

582 

40.3 

8.8 

6 

21 

nnualized  salary. 

JLess  than  0.01% 

§Less  than  $100,000.    NA:  Not  available.    NM:  Not  meaningful. 
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What  the  Boss  Makes 

Chief  executive 

Company 

Age 

— Tenure  (years) — 
with  as 
firm  CEO 

Birthplace 

Under-  Graduate 
graduate  degree 

Professio 
backgroi 

fames  T  Lynn 

Aetna  Life  &  Cas 

60 

9 

2 

Cleveland,  OH 

Case  Western  Reserve 

legal 

John  W  Lynn 

FW  Woolworth 

66 

45 

4 

Brooklyn,  NY 

— 

— 

operationl 

Fred  W  Lyons  Jr 

Marion  Laboratories 

52 

19 

3 

Youngstown,  OH 

U  of  Michigan 

MBA 

adrmmstr 

R  James  Macaleer 

Shared  Medical  Sys 

53 

18 

18 

Elizabeth,  NJ 

Princeton 

— 

founder 

Jack  A  MacAllister 

US  West 

59 

37 

11 

Humeston,  IA 

U  of  Iowa 

— 

administn 

John  E  Mack  III 

Central  Hudson  G&E 

53 

28 

1 

Poughkeepsie,  NY 

Siena  Coll 

MBA 

administrj 

Kenneth  A  Macke 

Dayton-Hudson 

48 

25 

3 

Templeton,  IA 

Drake 

— 

retailing 

Richard  B  Madden 

Potlatch 

58 

16 

16 

Orange,  NJ 

Princeton 

ID 

finance 

Richard  J  Mahoney 

Monsanto 

53 

24 

3 

Springfield,  MA 

U  of  Massachusetts 

— 

marketing 

Cornell  C  Maier 

Kaiser  Alum  &  Chem 

62 

37 

14 

Herreid,  SD 

U  of  Calif  at  Berkeley 

— 

operation] 

Bruce  Maines 

Safeco 

60 

37 

1 

Tacoma,  WA 

U  of  Washington 

ID 

legal 

John  C  Malone 

Tele-Communications 

46 

14 

14 

Milford,  CT 

Yale 

PhD 

administr; 

Wallace  D  Malone  Jr 

Southtrust 

50 

28 

6 

Dothan,  AL 

U  of  Alabama 

MBA 

banking 

Robert  H  Malott 

FMC 

60 

34 

15 

Boston,  MA 

U  of  Kansas 

MBA 

operations 

Frank  J  Manaut 

Bancorp  Hawaii 

63 

36 

6 

Alhambra,  CA 

UCLA 

— 

banking 

Frederick  J  Mancheski 

Echlin 

60 

24 

18 

Stevens  Point,  WI 

U  of  Wisconsin 

— 

operations 

Donald  R  Mandich 

Comerica 

61 

36 

6 

West  Allis,  WI 

U  of  Michigan 

MBA 

banking 

Marshall  Manley 

Home  Group 

47 

2 

1 

Newark,  N( 

Brooklyn  College 

FD 

legal 

Richard  A  Manoogian 

Masco 

50 

29 

19 

Long  Branch,  NJ 

Yale 

— 

administn 

Alfred  R  Manville 

Fischbach 

70 

14 

7 

Carbondale,  PA 

Rutgers 

technical 

Jim  P  Manzi 

Lotus  Development 

35 

4 

1 

New  York,  NY 

Colgate 

MA 

journalism 

David  I  Margolis 

Colt  Industries 

57 

24 

3 

New  York,  NY 

City  Coll  New  York 

MBA 

finance 

Reuben  Mark 

Colgate-Palmolive 

48 

24 

3 

Jersey  City,  NJ 

Middlebury  Coll 

MBA 

marketing 

J  Wil lard  Marriott  Jr 

Marriott 

55 

31 

14 

Washington,  DC 

U  of  Utah 

— 

administn 

Donald  B  Marron 

PaineWebber  Group 

52 

28 

7 

Goshen,  NY 

— 

— 

investmen 

Ray  Martin 

Coast  S&L  Assoc 

51 

28 

3 

Pima  County,  AZ 

— 

— 

banking 

Alfred  W  Martinelli1 

Perm  Central 

59 

27 

5 

Hackensack,  NJ 

Seton  Hall 

— 

finance 

Emil  P  Martini  Jr 

Bergen  Brunswig 

58 

35 

18 

Teaneck,  NJ 

Purdue 

— 

technical 

John  P  Mascotte 

Continental  Corp 

48 

6 

4 

Fort  Wayne,  IN 

St  Joseph's 

— 

insurance 

David  O  Maxwell 

Fedl  Natl  Mortgage 

57 

6 

6 

Philadelphia,  PA 

Yale 

— 

legal 

Hamish  Maxwell 

Philip  Morris  Cos 

60 

33 

2 

England 

Cambridge 

— 

marketing 

Robert  H  McCaffrey 

CR  Bard 

60 

11 

11 

Syracuse,  NY 

Syracuse 

— 

sales 

Warren  E  McCain 

Albertson's 

61 

35 

10 

Logan,  KS 

Oregon  State 

— 

operations 

Donald  W  McCarthy2 

No  States  Power 

65 

39 

10 

Minneapolis,  MN 

US  Naval  Acad 

— 

operations 

Walter  J  McCarthy  Jr 

Detroit  Edison 

62 

23 

5 

New  York,  NY 

Cornell 

— 

operations 

Robert  McClements  Jr 

Sun  Company 

58 

21 

1 

Philadelphia,  PA 

Drexel 

— 

technical 

Hugh  L  McColl  Jr 

NCNB 

52 

27 

3 

Bennettsville,  SC 

U  of  North  Carolina 

— 

banking 

William  C  McCord 

Enserch 

59 

38 

16 

San  Antonio,  TX 

Texas  A&M 

— 

technical 

Donald  F  McCormick 

Howard  Savings  Bank 

56 

13 

4 

East  Orange,  NJ 

U  of  North  Carolina 

banking 

William  T  McConnfck  jr 

CMS  Energy3 

42 

1 

1 

Washington,  DC 

Cornell 

PhD 

technical 

Charles  W  McCoy 

Premier  Bancorp4 

67 

27 

26 

Marietta,  OH 

Marietta  Coll 

MBA 

banking 

John  B  McCoy 

Banc  One 

44 

20 

3 

Columbus,  OH 

Williams  Coll 

MBA 

banking 

Howard  C  McCrady 

Valley  National 

55 

12 

4 

Pittsburgh,  PA 

U  of  Southern  Calif 

finance 

'  A  McCullough 

Meridian  Bancorp 

48 

11 

9 

Pittsburgh,  PA 

U  of  Pittsburgh 

banking 

lcDonald 

FPL  Group 

69 

15 

2 

Memphis,  TN 

U  of  Florida 

administra 

jccreded  by  Carl  H  Lindner,  3/3CV87.   Succeeded  by  James  J  Howard,  2/1/87 

'Formerly  Consumers  Power. 

^Formerly  Louisiana  Bancshares. 
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—Compensation  (000)   Rank  — Stock  owned—   1986   %  changi 


stock 

among 

Rank  in 

mkt  val 

sales 

profits 

employ 

salary  + 

other 

total 

800  execs  Industry 

innuctnr 

luuusiry 

/o 

(mil) 

Imill 

imiu 

(mill 

mill) 

(nnm 

profits 

bonus 

$32 

$1  196 

V)  00  7 

72 

insurance 

6  of  42 

U.UJ  /o 

t3  i 

«J>0. 1 

t9n  dft3 

OoOD.Z 

4o.  1 

1  33°/ 
loo  /o 

33°/ 
OO  /o 

905 

171 

2  216 

62 

retailing 

3  of  38 

fl  99 

7  9 

/  .Z 

a 

9  1  A  n 

linn 

1ZU.U 

1 1 
Zl 

1  A 
lu 

I 

576 

1  319 

153 

health 

If)  nf  39 

1U  Ul 

n  90 

1  ^  A 

3QQ 

oyy 

OO.U 

Z.4 

oZ 

3  1 
O 1 

426 

632 

health 

57  nf  IT 

Z>'  Ul 

d  nn 

31  1 
O  1 . 1 

371; 
o  /  o 

39  n 

OZ.U 

3  ^ 

O.J 

93 
— Zo 

9ft 
Zo 

53 

739 

374 

telecommunications 

11  of  19 

0.01 

0.6 

8  308 

924.3 

AO  ft 

12 

3 

121 

794 

electric  utilities 

73  of  73 

0.03 

0.1 

d.30 

Ad  0 

D4.7 

1  3 

1  .o 

0 

MA 

362 

1  313 

155 

retailing 

8  of  38 

0.13 

5.3 

9  259 

342.3 

1  9A  fl 
1  zo.u 

21 

_d 

12 

1  532 

2,387 

52 

paper 

1  of  13 

1.00 

9.2 

976 

AO  0 
*jy  .y 

7.9 

85 

47 

1  DO 

503 

1  697 

98 

chemicals 

3  of  20 

0.05 

3.6 

6  879 

d.33  n 

HOO.U 

^3  0 
jo.y 

NM 

108 

408 

643 

metals 

12  of  12 

0.30 

2.4 

2  222 

-32.7 

13.1 

NM 

o 

63 

300 

745 

368 

insurance 

96  nf  49 

0.09 

1.7 

2  399 

228.7 

10.0 

34 

NA 

on 

370 

672 

communications 

97  nf  9ft 

6.25 

177.7 

646 

94  8 

9.8 

500  + 

7 

OO 

537 

530 

banks 

109  nf  109 

1.07 

5.9 

456 

53.7 

3.4 

23 

7 

4P.Q 

t-oy 

1  426 

133 

aerospace  &  defense 

5  of  17 

1.70 

25  6 

3  003 

152.5 

26.5 

—22 

12 

21 

438 

624 

banks 

130  of  192 

0.89 

4.4 

460 

46.2 

3.3 

20 

19 

0,U*tU 

3  839 

18 

automotive 

4  of  18 

2.08 

21.0 

813 

48.8 

10.9 

7 

1 

ZD 

irii 

/  UO 

397 

banks 

64  nf  1 09 

0.58 

3.5 

937 

61.9 

6.1 

17 

35 

1  825 

85 

insurance 

8  of  42 

0.33 

2.5 

2  194 

145.1 

6.5 

NM 

NA 

3C  1  A 

7P.R 
/  oo 

5  222 

8 

construction 

1  of  20 

3.00 

140.3 

1  452 

203.4 

21.0 

24 

9 

685 

418 

construction 

12  of  20 

2.77 

1.8 

1,039 

-6.5 

13.0 

NM 

30 

9  1 3^ 

Z,  lOO 

65 

indus  &  office  svcs 

2  of  10 

3.60 

52.4 

283 

38.2 

1.4 

-21 

NA 

7fi 
f  U 

1  1  77 

1,1// 

193 

automotive 

10  of  18 

35.10 

151.2 

1  616 

89.3 

19.1 

-35 

-3 

ft1;? 

312 

consumer  products 

1 1  of  23 

0.18 

5.3 

4  985 

177.5 

37.9 

62 

14 

so  3 

297 

leisure  &  recreation 

7  0f  13 

4.20 

215.5 

5  267 

191.7 

17.5 

15 

12 

QO 
OX 

3  9^0 

25 

financial  services 

2  of  21 

1.96 

19.0 

2  385 

71.6 

1 1.7 

1 12 

126 

403 
*fuo 

648 

banks 

1  dfl  nf  1  09 

1*+U  Ul  l7i 

0.55 

1.2 

882 

50.4 

1.8 

500  + 

7 

30 

oz 

O07 

yyi 

253 

conglomerates 

9  of  20 

NA 

NA 

2,388 

154.2 

27.7 

39 

29 

71ft 

I  lo 

390 

health 

on  nf  39 

ZU  Ul  Oi 

0.13 

0.4 

3,066 

20.7 

4.1 

-14 

5 

O  1 

loD 

469 

insurance 

9ft  nf  49 

Z.O  Ul  Hi 

0.03 

0.7 

6  002 

449.6 

17.1 

500  + 

-8 

30A 

31  c. 
Ol  J 

i  9ftn 

l,Zou 

162 

financial  services 

12  of  21 

0.01 

0.4 

10,540 

183.0 

2.2 

396 

28 

i  i  in 
1, 1 1U 

0  /1 3Q 

49 

beverages  &  tobacco 

2  of  1 1 

0.10 

19.9 

20  681 

1,478.0 

112.5 

18 

25 

3  1 

1,000 

Z,UZ4 

73 

health 

S  nf  39 
J  Ul  oz 

0.42 

5.6 

548 

51.2 

6.8 

22 

0 

22 

710 

/  iy 

385 

food  distributor 

1  a  nf  94 

13  Ul  ZH 

n  ^3 

U.JO 

9.2 

5  380 

100.2 

38.5 

18 

6 

o 

G3 1 
OOl 

535 

electric  utilities 

14  of  73 

0.01 

0.2 

1,782 

206.9 

7.5 

5 

27 

A 

613 

electric  utilities 

24  of  73 

0.01 

0.2 

2,869 

477.1 

11.0 

9 

-3 

1  c 

la 

lyo 

ooo 
yyy 

252 

oil 

11  of  29 

0.06 

4.2 

9,376 

385.0 

30.7 

-27 

6 

176 

Q  1  A 

330 

banks 

AO  nf  1  09 
°+y  Ul  1 7Z 

0.16 

3.0 

2  295 

198.8 

11.0 

21 

7 

yo 

CO 

336 

natural  gas 

1  nf  1  7 

J  Ul  If 

0.21 

2.7 

2,723 

18.2 

18.3 

NM 

-3 

42 

425 

633 

banks 

1  33  nf  1  09 

loo  oi  iyz 

n  ^a 

U.JO 

1.6 

380 

24.0 

1.5 

50 

16 

400 

652 

electric  utilities 

29  of  73 

n  ni 
U.Uo 

U.o 

3  1  n.8 

0, 1UO 

1  77  8 

1  /  /  .0 

10.9 

NM 

25 

23 

242 

760 

banks 

185  of  192 

1.60 

3.4 

478 

-6.3 

3.3 

NM 

10 

622 

466 

banks 

82  of  192 

0.15 

3.4 

1,847 

199.8 

9.8 

53 

26 

1 

443 

618 

banks 

128  of  192 

0.07 

0.4 

1,063 

65.2 

7.3 

-15 

1 

22 

164 

718 

386 

banks 

62  of  192 

0.28 

1.7 

735 

69.1 

5.2 

20 

23 

96 

543 

524 

electric  utilities 

13  of  73 

0.03 

1.2 

5,429 

365.4 

17.9 

-2 

29 

Not  available.    NM:  Not  meaningful. 
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What  the  Boss  Makes 


  " 

— Tenure  (years) — 

with 

as 

Under-  Graduate 

Profes 

Chief  executive 

Company 

Age 

firm 

L  CU 

Birthplace 

graduate 

degree 

backg 

Horace  G  McDonell  Jr 

Perkin-Elmer 

58 

35 

2 

New  York,  NY 

Adelphi  Coll 



technic 

Sanford  N  McDonnell 

McDonnell  Douglas 

64 

So 

1  c 

19 

Little  Rock,  AR 

Princeton 

MS 

technic 

Gerald  C  McDonough 

Leaseway  Transport 

59 

/ 

4 

Cleveland,  OH 

Case  Western  Reserve 



finance 

Jerome  R  McDougal  Jr 

Apple  Bank 

59 

6 

1 

Lynnbrook,  NY 





finance 

John  F  McGillicuddy 

Mfrs  Hanover 

56 

Zo 

Q 

Harrison,  NY 

Princeton 

ban  kin, 

R  Gordon  McGovem 

Campbell  Soup 

60 

31 

6 

Norristown,  PA 

Brown 

MBA 

market 

William  G  McGowan1 

MCI  Communications 

59 

18 

18 

Ashley,  PA 

Kings  Coll 

MBA 

foundei 

John  W  McKinley2 

Texaco 

67 

46 

6 

Tuscaloosa,  AL 

U  of  Alabama 

MS 

technic 

Thomas  F  McLarty  III 

Axkla 

41 

3 

2 

Prescott,  AR 

U  of  Arkansas 

admin; 

John  W  McLean3 

Banks  of  Mid-America 

65 

1  o 

1  o 

17 

Okmulgee,  OK 

Oklahoma  State 

— 

bankinj 

^  * 

Charles  S  McNeer 

Wisconsin  Energy 

61 

37 

1  1 

Gilbert,  WV 

Northwestern 



technic 

Frank  A  McPherson 

Kerr-McGee 

54 

30 

4 

Stilwell,  OK 

Oklahoma  State 



operatic 

Gerald  H  McQuarrie 

Downey  S&.L 

66 

29 

8 

Minersville,  UT 

Compton  Coll 



founder 

George  W  Mead 

Consolidated  Papers 

59 

34 

21 

Milwaukee,  WI 

Yale 

MS 

operatic 

James  W  Meadlock 

Intergraph 

53 

18 

18 

Taylorsville,  NC 

North  Carolina  State 

— 

founder 

Charles  S  Mechem  Jr 

Taft  Broadcasting 

56 

20 

20 

Nelsonville,  OH 

Miami  U  of  Ohio 



legal 

John  G  Medlin  Jt 

First  Wachovia 

53 

28 

10 

Benson,  NC 

U  North  Carolina 



banking 

Robert  E  Mercer 

Goodyear 

63 

40 

4 

Elizabeth,  NJ 

Yale 



adminis 

Harry  A  Merlo 

Louisiana-Pacific 

62 

37 

13 

Stirling  City,  CA 

U  of  Calif  at  Berkeley 



marketi 

Richard  T  Merrill 

Commerce  Clearing 

59 

34 

7 

Chicago,  IL 

U  of  Missouri 

— 

adminis 

Ruben  F  Mettler 

TRW 

63 

32 

9 

Shafter,  CA 

Calif  Inst  of  Tech 

PhD 

technic; 

Martin  C  Miler 

Hibemia 

53 

13 

13 

William  &  Mary 

MBA 

banking 

A  Stevens  Miles 

First  Kentucky  Natl 

57 

33 

12 

Louisville,  ICY 

Washington  &  Lee 

  * 

banking 

Charles  D  Miller 

Avery  International 

59 

22 

9 

Hartford,  CT 

Johns  Hopkins 



marketi 

Elliot  C  Miller 

Society  For  Savings 

53 

15 

8 

Cambridge,  MA 

Harvard 

FD 

legal 

Paul  A  Miller 

Pacific  Lighting 

62 

38 

18 

San  Francisco,  CA 

Harvard 

finance 

Thomas  M  Miller 

Indiana  National 

57 

32 

6 

Corydon,  IN 

Indiana 

banking 

Gerald  B  Mitchell 

Dana 

59 

43 

7 

Canada 

_ 

operatio 

Colman  M  Mockler  Jr 

Gill 

57 

29 

12 

St  Louis,  MO 

Harvard 

MR  A 

finance 

James  R  MoKett 

Freeport-McMoRan 

48 

17 

2 

Houma,  LA 

U  of  Texas 

MS 

technics 

Walter  H  Monteith  Jr 

So  N  England  Telecom 

56 

32 

3 

Framingham,  MA 

Amherst  Coll 

sales 

James  F  Montgomery 

Gt  Western  Financial 

52 

11 

8 

Topeka,  KS 

UCLA 

finance 

Gordon  E  Moore4 

Intel 

58 

18 

12 

San  Francisco,  CA 

U  of  Calif 

PhD 

founder 

John  T  Morgan 

American  Savings 

57 

14 

7 

New  York,  NY 

U  of  Minnesota 

MBA 

banking 

Charles  W  Moritz 

Dun  &  Bradstreet 

50 

26 

2 

Washington,  DC 

•  Yale 

marketn 

Richard  M  Morrow 

Amoco 

61 

39 

3 

Wheeling,  WV 

Ohio  State 

technica 

Jack  Moseley 

USF&.G 

56 

33 

7 

Birmingham,  AL 

Auburn 

insuranc 

Robert  E  Mullane  Jr 

Bally  Manufacturing 

55 

14 

7 

Cincinnati,  OH 

Georgetown 

MBA 

adminis 

Ray  B  Mundt 

Alco  Standard 

58 

17 

7 

Appleton,  WI 

U  of  Wisconsin 

operatio 

\  J  Richard  Munro 

Time  Inc 

56 

29 

6 

Syracuse,  NY 

Colgate 

operatio 

CEO  V  Orville  Right,  4/1 V87.    2Succeeded  by  James  W  Kinnear,  1/1/87.    'Succeeded  by  K  Gordon  Greer,  2/18/87.    ^Succeeded  by  Andrew  S  Grove,  4/23 
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—Compensation  (000)- 

Rank 

 %  change  

salary  + 
profits  bonus 

stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 

inniicfrv 
UlUUMiy 

% 

mkt  val 

Imill 

sales 
(mil) 

— 1986 — 
profits 

J  '  1* 

(mil) 

employ 
(0001 

— 

$33 

$549 

517 

computers  &  elec 

U.jLZ  /o 

Ci  Q 

*o.o 

$1,291 

$72.6 

15.0 

-12% 

2% 

— 

248 

1,282 

160 

aerospace  &  defense 

6  of  17 

n  id 

U.lo 

C  1 

3.1 

1 ^  AAA 

LI /.3 

101.4 

-20 

-1 

— 

— 

622 

467 

surface  transport 

12  of  13 

\j.yy 

A  A 

oU.O 

20.0 

-19 

48 

$23 


274 

730 

banks 

1  Aft  nf  1 Q9 

\J.DKJ 

n  7 

u./ 

lb  J, 

1  1  O 

U.O 

62 

NA 

910 

291 

banks 

^8  nf  199 

OO  \JL  17X 

0.18 

o.o 

7  7QA 

o  1.2. 

1 

-3 

11 

1,909 

2.566 

48 

food  processor 

O  OI  Zo 

0.01 

0.5 

4,379 

223.2 

45.8 

13 

-1 

671 

429 

telecommunications 

14  of  19 

1.60 

26.2 

3,592 

-431.0 

13.0 

NM 

4 

567 

1,922 

76 

oil 

4  of  29 

0.04 

3.0 

31,613 

725.0 

53.2 

-41 

15 

46 

409 

642 

natural  gas 

15  of  17 

0.23 

3.2 

1,000 

64.2 

3.5 

8 

-7 

16 

303 

719 

banks 

163  of  192 

0.01 

§ 

309 

-49.5 

1.8 

NM 

-15 

i  Pickens,  who  made  $9.88  million  in  1985,  is  not  on  this 
;  list.  Mesa  Petroleum,  after  restructuring,  failed  to  make 
orbes  500s  lists  for  1986. 

10 

— 

361 

678 

electric  utilities 

37  of  73 

0.04 

0.6 

1,411 

157.7 

6.2 

-6 

14 

10 

— 

375 

666 

oil 

26  of  29 

0.11 

1.7 

2,535 

-292.0 

7.9 

NM 

-16 

— 

— 

334 

695 

banks 

153  of  192 

1.20 

2.5 

306 

57.2 

1.0 

7 

42 

6 

— 

357 

679 

paper 

13  of  13 

0.14 

1.9 

653 

87.5 

4.4 

-18 

9 

12 

— 

187 

788 

computers  &.  elec 

29  of  29 

5.40 

70.1 

606 

70.4 

5.7 

4 

0 

1 

90 

580 

494 

communications 

23  of  28 

0.90 

12.3 

473 

19.4 

2.8 

-60 

2 

34 

310 

975 

268 

banks 

36  of  192 

0.09 

2.0 

1,730 

193.8 

12.7 

3 

13 

— 

2,744 

3,683 

19 

automotive 

5  of  18 

0.02 

0.9 

9,103 

124.1 

121.6 

-70 

-5 

245 

795 

344 

construction 

8  of  20 

Lib 

14.3 

1,506 

64.9 

12.5 

155 

0 

28 

364 

677 

communications 

28  of  28 

0.09 

1.0 

505 

47.6 

6.2 

6 

13 

118 

1,285 

2,388 

51 

aerospace  &  defense 

2  of  17 

0.46 

14.3 

6,036 

217.7 

85.9 

NM 

8 

13 

75 

1,049 

230 

banks 

29  of  192 

0.79 

3.6 

364 

35.3 

1.9 

45 

51 

16 

373 

879 

302 

banks 

42  of  192 

0.90 

4.8 

478 

50.1 

4.4 

20 

29 

32 

160 

938 

281 

packaging 

2  of  6 

1.92 

19.2 

1,131 

48.6 

10.3 

1 

17 

80 

319 

707 

banks 

159  of  192 

0.63 

1.6 

316 

16.0 

1.0 

12 

12 

230 

1,155 

1,895 

79 

natural  gas 

1  of  17 

0.07 

2.3 

5,324 

83.6 

26.6 

^6 

-24 

12 

462 

602 

banks 

123  of  192 

1.01 

4.5 

458 

43.0 

2.9 

34 

4 

132 

193 

1,178 

192 

automotive 

9  of  18 

0.22 

5.2 

3,695 

85.9 

37.6 

-48 

-9 

32 

922 

1,757 

92 

consumer  products 

3  of  23 

0.31 

9.7 

2,818 

15.8 

31.8 

-90 

7 

19 

645 

446 

chemicals 

16  of  20 

1.00 

15.6 

630 

25.7 

2.1 

-77 

5 

10 

388 

661 

telecommunications 

18  of  19 

0.01 

0.2 

1,433 

139.2 

13.7 

16 

9 

1,081 

222 

banks 

27  of  192 

0.29 

6.6 

3,773 

300.8 

10.3 

49 

5 

1 

370 

670 

computers  &  elec 

25  of  29 

7.20 

398.5 

1,265 

-183.3 

19.8 

NM 

4 

23 

430 

629 

banks 

132  of  192 

0.62 

0.6 

362 

18.9 

1.1 

34 

15 

294 

1,151 

2,330 

55 

communications 

2  of  28 

0.10 

9.2 

3,114 

340.0 

59.1 

15 

11 

70 

1,044 

2,289 

59 

oil 

3  of  29 

0.05 

10.0 

18,281 

747.0 

48.2 

-62 

6 

75 

215 

1,425 

134 

insurance 

10  of  42 

0.12 

3.1 

4,337 

275.0 

9.4 

NM 

170 

194 

1,873 

81 

leisure  &  recreation 

4  of  13 

0.50 

2.8 

1,593 

23.7 

42.5 

-7 

39 

28 

627 

460 

conglomerates 

17  of  20 

0.45 

5.0 

4,323 

57.0 

18.6 

11 

-19 

821 

571 

2,191 

63 

communications 

3  of  28 

0.25 

13.2 

3,762 

376.4 

20.5 

88 

11 

6  than  $100,000.    NA:  Not  available. 

NM:  Not  meaningful. 
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What  the  Boss  Makes 


— Tenure  (years) — 


Chief  executive 

Company 

Age 

with 
(inn 

as 
CEO 

Birthplace 

Under- 
graduate 

Graduate 
degree 

Profes 
backg 

Frank  W  Munson1 

General  Re 

59 

33 

3 

Rockville  Ctr,  NY 

Dartmouth  Coll 

insuran 

K  Pnnpri  Murdoch 

News  Corp  Ltd 

56 

34 

8 

Australia 

MA 

journal 

David  H  Murdock 

Castle  &  Cooke 

64 

5 

1 

Kansas  City,  MO 

investc 

■nhn  1  Murnhv 

Dresser  Industries 

55 

35 

3 

Olean,  NY 

Rochester  Inst  Tech 

MBA 

operati 

Thomas  S  Murphy 

Capital  Cities/ABC 

62 

32 

20 

Brooklyn,  NY 

Cornell 

MBA 

admin; 

Allen  E  Murray 

Mobil 

58 

34 

1 

New  York,  NY 

NYU 

finance 

)  Terrence  Murray 

Fleet  Financial 

47 

24 

5 

Woonsocket,  RI 

Harvard 

finance 

Robert  J  Mylod 

Michigan  National 

47 

2 

2 

Brooklyn,  NY 

St  John's 

bankirj; 

Daniel  R  Nelson 

Moore  Financial 

49 

3 

1 

Spokane,  WA 

Washington  State 

bankinj 

John  J  Nevin 

Firestone 

60 

7 

6 

Jersey  City,  NJ 

U  of  Calif  at  Berkeley  MBA 

market 

John  D  Nichols 

Illinois  Tool  Works 

56 

7 

5 

China 

Harvard 

MBA 

operati* 

Will  F  Nicholson  Jr 

Colorado  Natl  Bkshs 

58 

17 

1 

Colorado  Spgs,  CO 

MIT 

MBA 

bankinj 

Donald  E  Nordlund 

Staley  Continental 

65 

31 

14 

Stromsburg,  NE 

Midland  Coll 

JD 

admini: 

Bruce  A  Nordstrom2 

Nordstrom 

54 

32 

16 

U  of  Washington 

— 

retailin, 

Barry  C  O'Brien 

Iowa-Illinois  G&E 

60 

27 

3 

Pittsburgh,  PA 

Northwestern 

— 

finance 

Raymond  F  O'Brien 

Consol  Freightways 

65 

29 

10 

Atchison,  KS 

U  of  Missouri 

— 

finance 

Robert  B  O'Brien 

Carteret  Savings 

52 

12 

12 

New  York,  NY 

Lehigh 

— 

bankin§ 

Thomas  H  O'Brien 

PNC  Financial 

50 

24 

2 

Pittsburgh,  PA 

U  of  Notre  Dame 

MBA 

bankinj 

William  J  O'Brien 

Hanover  Insurance 

54 

16 

7 

Yonkers,  NY 

Fordham 

— 

insuran 

James  J  O'Connor 

Commonwealth  Ed 

50 

23 

7 

Chicago,  IL 

Holy  Cross  Coll 

JD 

adminis 

Robert  J  O'Connor 

Idaho  Power 

59 

34 

1 

Uniontown,  WA 

U  of  Idaho 

— 

technic. 

Anthony  J  F  O'Reilly 

HJ  Heinz 

51 

18 

7 

Ireland 

U  of  Dublin 

PhD 

legal 

Gordon  N  Oakes  Jr 

Monarch  Capital 

46 

4 

4 

North  Adams,  MA 

U  of  Massachusetts 

— 

banking 

Kenneth  H  Olsen 

Digital  Equipment 

61 

29 

29 

Bridgeport,  CT 

MIT 

MS 

founder 

James  E  Olson 

American  Tel  &  Tel 

61 

43 

1 

Devils  Lake,  ND 

U  of  North  Dakota 

— 

adminis 

John  D  Ong 

BF  Goodrich 

53 

26 

7 

Ulrichsville,  OH 

Ohio  State 

MA 

legal 

Paul  F  Oreffice 

Dow  Chemical 

59 

34 

9 

Italy 

Purdue 

— 

finance 

Elisabeth  C  Ortenberg 

Liz  Claiborne 

58 

11 

11 

Belgium 

— 

— 

founder 

Thomas  J  Owen 

Perpetual  Savings 

52 

11 

9 

Washington,  DC 

Williams  Coll 

banking 

Stanley  C  Pace 

General  Dynamics 

65 

2 

1 

Waterview,  KY 

US  Military  Acad 

MS 

adminis 

Thomas  A  Page 

San  Diego  Gas  &.  Elec 

54 

9 

5 

Niagara  Falls,  NY 

Purdue 

MS 

technic< 

Alberto  M  Paracchini 

BanPonce 

55 

30 

4 

Puerto  Rico 

U  of  Pennsylvania 

MBA 

finance 

Ray  T  Parfet  Jr 

Upjohn 

64 

39 

25 

Port  Huron  MI 

U  of  Michigan 

finance 

Gordon  R  Parker 

Newmont  Mining 

51 

27 

1 

South  Africa 

Montana  Coll 

MBA 

operatic) 

Charles  W  Parry 

Alcoa 

62 

39 

4 

Pittsburgh,  PA 

U  of  Pittsburgh 

operatio 

David  L  Paul 

CenTrust  Savings 

47 

3 

3 

New  York,  NY 

U  of  Pennsylvania 

investrr. 

Jerry  K  Pearlman 

Zenith  Electronics 

48 

16 

4 

Dp^  Mfiinf*^  TA 

Princeton 

MBA 

finance 

John  E  Pearson 

No'western  Natl  Life 

60 

33 

9 

ivlinneapolis,  ^^N 

U  of  Minnesota 

sales 

Donald  A  Veib 

Lin  Broadcasting 

59 

18 

18 

New  Rochelle,  NY 

U  of  Pennsylvania 

JD 

adminis 

Nelson  Peltz 

o 

^ 
o 

orooKiyn,  in  i 

,  U  of  Pennsylvania 

adminis 

Louis  H  Pepper 

Washington  Mutual 

62 

5 

5 

Libertyville,  IL 

U  of  Wisconsin 

JD 

legal 

Ronald  O  Perelman" 

Revlon  Group 

43 

2 

1 

Chicago,  IL 

U  of  Pennsylvania 

adminis 

Kenneth  W  Perry 

American  Petrofina 

55 

30 

1 

Shamrock,  TX 

U  of  Oklahoma 

technic; 

Ralph  F  Peters 

DCNY  Corp 

58 

32 

6 

Mineola,  NY 

Princeton 

hanking 

Donald  E  Petersen 

Ford  Motor 

60 

37 

2 

Pipestone,  MN 

U  of  Washington 

MBA 

adminis 

:ceeded  by  Ronald  E  Ferguson,  3A/87.    Office  joindy  held  with  James  F  &  John  N  Nordstrom.    3Fees  paid  to  management  consulting  firm  in  which  CEO  hi 

j  interest    4Salary  paid  by  MacAndrew  8c  Forbes,  100%  owned  by  Ronald  O  Perelman. 
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— Compensation  (000)— 

Rank 

— Stock 

% 

owned — 
mkt  val 
(mil) 

 -%  change  

salary  + 
profits  bonus 

h  stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

sales 
(mil) 

— 1986  

profits 
(mil) 

employ 
(000) 

$15 



$814 

331 

insurance 

22  of  42 

0.01% 

$0.6 

$3,175 

$305.3 

2.3 

125% 

64% 

IE  — 



600 

483 

communications 

22  of  28 

45.8 

1,581.8 

3,823 

96.1 

24.1 

-60 

NA 





1,203 

181 

food  processor 

9  of  23 

19.20 

204.2 

1,738 

43.9 

35.0 

110 

139 

— 

— 

469 

592 

heavy  equipment 

1 1  of  13 

0.01 

0.2 

3,454 

-24.8 

43.0 

NM 

42 

89 

$3,342 

4,076 

15 

communications 

1  of  28 

0.91 

50.7 

4,124 

181.9 

19.9 

28 

3 

348 



1,590 

111 

oil 

6  of  29 

0.06 

10.9 

44,866 

1,407.0 

146.8 

35 

NA 

30 

855 

1,630 

106 

banks 

10  of  192 

0.42 

5.7 

1,208 

136.7 

7.7 

66 

20 

B?   



457 

606 

banks 

125  of  192 

1.35 

7.8 

838 

52.2 

6.7 

52 

11 

3 

— 

187 

789 

banks 

190  of  192 

0.05 

0.1 

355 

-3.3 

2.7 

NM 

NA 

13 

— 

6,367 

6 

automotive 

2  of  18 

0.43 

6.2 

3,537 

43.0 

54.9 

NM 

1281 

789 



1,346 

147 

heavy  equipment 

2  of  13 

0.50 

9.6 

961 

79.6 

8.9 

153 

28 

8 



258 

748 

banks 

175  of  192 

1.00 

1.3 

321 

2.2 

2.9 

-59 

12 

317 

317 

1,564 

113 

food  distributor 

4  of  24 

0.90 

6.8 

2,988 

26.2 

9.1 

291 

7 

7 

278 

626 

462 

retailing 

24  of  38 

5.47 

1,229 

1,630 

72.9 

17.8 

46 

14 

7 

— 

214 

775 

natural  gas 

17  of  17 

0.03 

0.1 

538 

57.8 

1.5 

-3 

16 

197 

39 

979 

266 

surface  transport 

8  of  13 

0.49 

6.5 

2,124 

89.1 

23.2 

12 

13 

15 

484 

1,126 

209 

banks 

23  of  192 

1.29 

1.9 

579 

28.0 

1.5 

23 

31 

52 

51 

708 

398 

banks 

63  of  192 

0.02 

0.5 

1,967 

237.4 

9.3 

26 

28 

Wj.   



230 

767 

insurance 

41  of  42 

0.15 

1.0 

1,162 

78.9 

4.2 

239 

15 

E&-.   

— 

384 

664 

electric  utilities 

32  of  73 

0.01 

0.4 

5,479 

1,049.6 

18.5 

10 

0 

7 

_ 

190 

787 

electric  utilities 

71  of  73 

0.08 

0.7 

409 

78.4 

1.5 

-8 

24 

1,358 



2,364 

53 

food  processor 

4  of  23 

1.10 

63.7 

4,366 

301.7 

46.0 

13 

11 

5 



371 

668 

insurance 

36  of  42 

2.26 

11.0 

1,444 

73.9 

1.9 

31 

20 





755 

360 

computers  &  elec 

12  of  29 

2.00 

445.4 

7,590 

617.4 

91.9 

38 

0 

273 

116 

1,496 

125 

telecommunications 

1  of  19 

0.01 

2.5 

34,087 

314.0 

327.3 

-80 

NA 

14 

162 

934 

284 

chemicals 

11  of  20 

0.56 

6.3 

2,553 

12.9 

11.9 

NM 

61 

15 

555 

2,058 

69 

chemicals 

1  of  20 

0.11 

17.4 

11,113 

741.0 

52.3 

500  + 

50 

_ 

_ 

700 

405 

apparel  &  textiles 

3  of  5 

3.75 

103.1 

813 

86.2 

2.6 

42 

12 

9 



441 

619 

banks 

129  of  192 

2.50 

4.3 

450 

22.2 

1.3 

13 

54 

51 



803 

337 

aerospace  &  defense 

14  of  17 

0.06 

1.7 

8,892 

-52.5 

103.2 

NM 

NA 

10 

452 

612 

electric  utilities 

22  of  73 

0.04 

0.8 

1,634 

213.2 

4.8 

5 

20 

264 

742 

banks 

172  of  192 

0.07 

0.1 

226 

24.4 

2.0 

15 

20 

10 

1,724 

2,574 

47 

health 

3  of  32 

5.20 

383.5 

2,291 

252.6 

20.7 

24 

23 





516 

551 

metals 

9  of  12 

0.05 

1.4 

381 

75.4 

6.6 

NM 

43 

29 

55 

871 

306 

metals 

2  of  12 

0.11 

4.6 

4,667 

264.0 

35.7 

NM 

18 

6 

547 

519 

banks 

100  of  192 

1.06 

0.4 

531 

24.0 

1.6 

-74 

14 

18 

22 

488 

576 

consumer  products 

21  of  23 

0.44 

2.8 

1,892 

-10.0 

35.0 

NM 

22 

t  — 

— 

414 

639 

insurance 

34  of  42 

0.15 

0.4 

1,095 

48.5 

2.8 

93 

25 

870 

307 

communications 

14  of  28 

3.30 

64.7 

195 

63.8 

1.0 

78 

10 

— 

799 

packaging 

6  of  6 

8.00 

46.0 

2,668 

46.9 

18.5 

27 

NA 

122 

89 

502 

563 

banks 

1 10  or  192 

0.76 

2.4 

A  C  1 

71  O 

r  1..8 

1  A 

266 

-6 

798 

consumer  products 

23  of  23 

32.20 

266.9 

1,611 

7.4 

28.5 

NM 

NA 

\  10 

224 

772 

oil 

28  of  29 

0.15 

1.1 

2,019 

-24.6 

3.4 

NM 

NA 

\  221 

1,655 

101 

financial  services 

10  of  21 

1.02 

1.8 

273 

24.6 

0.3 

4 

8 

37 

2,375 

4,336 

11 

automotive 

3  of  18 

0.02 

4.2 

62,716 

3,285.1 

382.3 

31 

34 

istimate    NA:  Not  available.    NM:  Not  meaningful. 
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COMPUTER  SIMULATION 
IS  MAKING  WHITE 
ELEPHANTS  EXTINCT. 


It  starts  innocently  enough.  Someone  gets  an  id 
A  decision  is  made.  And  before  anyone  realizes  it,  th< 
sands  of  dollars  and  innumerable  nours  have  been  s 
on  a  system  that  may  not  work  as  intended. 

That's  how  white  elephants  are  born.  And  why 
Martin  Marietta  uses  computer  simulation  to  help  av 
them.  With  the  aid  of  some  of  the  world's  most  powe 


uters,  telecommunications  and  computer  soft- 
re  able  to  put  designs  to  the  test  while  they're 

advantages  are  obvious.  We  can  fine-tune  an 
on  network  or  predict  the  behavior  of  a  spacecraft 
i  a  penny  is  spent  on  design  and  development. 
?r  simulation  even  helps  us  train  users  in  advance 


so  that  they're  up  to  speed  by  the  time  a  system  is  ready. 

At  Martin  Marietta,  we  apply  the  same  creative  intel- 
ligence to  information  management  that  we  bring  to 
other  systems  and  products  in  communications,  space, 
defense  electronics,  energy  and  materials. 

Because  a  bad  idea  can  end  up  costing  a  lot  more  than 
peanuts. 


FERMINDING  TOMORROW'S  TECHNOLOGIES  li^  AJ.-1J>JJJ  A  ».J> 

6801  ROCKLEDGE  DRIVE,  BETHESDA.  MARYLAND  20817 


What  the  Boss  Makes 


— Tenure  (years) — 


Chief  executive 

Company 

Age 

with 
firm 

as 
CEO 

Birthplace 

Under- 
graduate 

Graduate 
degree 

Profess 
backgr 

Miltnn  V  Petrie 

Petrie  Stores 

84 

60 

60 

Salt  Lake  City,  UT 

founder 

John  R  Petty 

Marine  Midland  Banks 

57 

10 

4 

Chicago,  IL 

Brown 

finance 

Robert  J  Pfeiffer 

Alexander  &  Baldwin 

67 

27 

7 

Fiji 

operatici 

William  W  Philip 

Puget  Sound  Bancorp 

60  ' 

36 

15 

Tacoma,  WA 

U  of  Washington 

banking] 

Gene  E  Phillips 

Southmark 

49 

7 

6 

Gaffney,  SC 

Clemson 

investtn 

Harry  J  Phillips  Sr 

Browning-Ferris  Inds 

57 

16 

9 

Memphis,  TN 

founder 

Thomas  L  Phillips 

Raytheon 

63 

39 

18 

Turkey 

Virginia  Poly  Inst 

MS 

technics 

Warren  H  Phillips 

Dow  (ones 

61 

40 

12 

New  York,  NY 

Queens  Coll 

journals 

William  Phillips 

Ogilvy  Group 

56 

31 

6 

Chicago,  IL 

Cornell 

MBA 

market: 

|ohn  M  Pietruski 

Sterling  Drug 

54 

9 

2 

Sayreville,  NJ 

Rutgers 

operatioi 

Charles  M  Pigott 

Paccar 

58 

31 

19 

Seattle,  WA 

Stanford 

adminis 

Joseph  |  Pinola 

First  Interstate 

62 

11 

9 

Pittson,  PA 

Bucknell 

banking 

Kenneth  N  Pontikes 

Comdisco 

47 

17 

17 

Chicago,  IL 

Southern  Illinois 

marketii 

William  J  Popejoy 

Fin  Corp  Of  America 

49 

2 

2 

Vallcjo,  CA 

Calif  State 

MA 

banking 

Victor  Posner 

DWG 

68 

34 

20 

Baltimore,  MD 

investm 

Harold  W  Pote 

Fidelcor 

40 

15 

3 

Philadelphia,  PA 

Princeton 

MBA 

banking 

George  E  Powell  Jr 

Yellow  Freight  Systm 

61 

35 

18 

Kansas  City,  MO 

Northeastern 

adminis 

Thomas  G  Pownall 

Martin  Marietta 

65 

24 

5 

Cumberland,  MD 

US  Naval  Acad 

marketij 

Edmund  T  Pratt  Jr 

Pfizer 

60 

22 

14 

Savannah,  GA 

Duke 

MBA 

finance 

Lewis  T  Preston 

JP  Morgan 

60 

35 

7 

New  York,  NY 

Harvard 

banking 

Robert  M  Price 

Control  Data 

56 

26 

1 

New  Bern,  NC 

Duke 

MS 

adminis 

Robert  E  Price 

Price  Co 

44 

11 

11 

San  Diego,  CA 

Pomona  Coll 

founder 

John  A  Puelicher 

Marshall  &  Ilsley 

66 

41 

29 

Milwaukee,  WI 

U  of  Wisconsin 

banking 

Lawrence  R  Pugh 

VF 

54 

7 

5 

White  Plains,  NY 

Colby  Coll 

marketij 

Charles  R  Pullin 

Koppers 

63 

41 

5 

Point  Pleasant  WV 

II  nf  T  nnisvillp 

adminis 

Walter  F  Raab 

AMP 

62 

34 

5 

Philadelphia,  PA 

U  of  Pennsylvania 

finance 

Jackson  H  Randolph 

Cincinnati  G&E 

56 

28 

1 

Cincinnati,  OH 

U  of  Cincinnati 

MBA 

finance 

Robert  D  Ray 

Life  Investors 

58 

4 

4 

Le  Mars,  LA 

Drake 

ID 

insuranc 

William  B  Rayburn 

Snap-on  Tools 

62 

33 

3 

Canandaigua,  NY 

marketii 

Donald  G  Raymer 

Central  111  Pub  Svc 

62 

39 

6 

Jackson,  MI 

U  of  Michigan 

MS 

operatio 

Paul  A  Redmond 

Washington  Water 

50 

22 

2 

Lakeview,  OR 

Gonzaga 

operatio 

John  S  Reed 

Citicorp 

48 

22 

2 

Chicago,  IL 

Washington  &  Jefferson  MBA 

banking 

Carl  E  Reichardt 

Wells  Fargo 

55 

16 

4 

Houston,  TX 

U  of  Southern  Calif 

banking 

Jack  F  Reichert 

Brunswick 

56 

29 

5 

West  Allis,  WI 

U  of  Wisconsin 

MA 

marketii 

Robert  P  Reuss1 

Centel 

69 

14 

14 

Aurora,  IL 

U  of  Illinois 

MBA 

operatio 

A  William  Reynolds 

GenCorp 

54 

2 

1 

Columbus,  OH 

Harvard 

MBA 

adminis 

Charles  E  Rice 

Barnett  Banks 

51 

21 

7 

Chattanooga,  TN 

U  of  Miami 

MBA 

banking 

Joseph  A  Rice 

Irving  Bank 

62 

20 

3 

Cranford,  NJ 

Rensselaer  Poly  Inst 

MS 

finance 

Dean  E  Richardson 

Manufacturers  Natl 

59 

33 

14 

West  Branch,  MI 

Michigan  State 

banking 

Thomas  F  Richardson2 

Northeast  Bancorp 

65 

40 

13 

Hackensack,  NJ 

Colgate 

banking 

-eded  by  John  P  Frazee  Jr,  4/30/87.    'Succeeded  by  Frank  J  Kugler  Jr,  3/1 6/87. 
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—Compensation  (000)— 

Rank 

1986 

 %  change  

salary  + 
profits  bonus 

stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

% 

mkt  val 
(mil) 

sales 
(mil) 

profits 
(mil) 

employ 
(000) 

— 

— 

$150 

793 

retailing 

38  of  38 

50.70% 

$702.4 

$1,198 

$73.7 

16.0 

12% 

0 

$20 

— 

742 

370 

banks 

56  of  192 

0.26 

2.3 

2,244 

144.9 

12.0 

16 

11% 

119 

$286 

1,367 

144 

surface  transport 

5  of  13 

0.22 

3.2 

504 

92.4 

3.3 

11 

13 

10 

— 

323 

706 

banks 

157  of  192 

0.03 

0.1 

335 

37.2 

2,158.0 

82 

35 

— 

— 

691 

414 

financial  services 

18  of  21 

23.23 

107.6 

534 

94.3 

7.5 

9 

30 

7 

— 

560 

509 

indus  &  office  svcs 

7  of  10 

0.75 

29.4 

1,145 

111.8 

18.0 

25 

20 

11 

— 

951 

277 

conglomerates 

13  of  20 

0.19 

10.6 

7,308 

393.2 

74.0 

5 

0 

317 

102 

1,074 

224 

communications 

9  of  28 

0.04 

1.7 

1,135 

183.4 

7.0 

32 

8 

63 

— 

558 

510 

communications 

24  of  28 

0.56 

2.3 

560 

30.2 

8.8 

12 

-10 

— 

— 

802 

338 

consumer  products 

14  of  23 

0.08 

2.3 

1,990 

171.5 

21.7 

56 

23 

— 

166 

912 

288 

automotive 

11  of  18 

6.50 

79.0 

1,796 

54.3 

8.4 

-26 

4 

231 

331 

1,547 

115 

banks 

11  of  192 

0.12 

3.2 

5,238 

337.9 

35.4 

8 

7 

— 

— 

1,861 

82 

indus  &  office  svcs 

3  of  10 

22.30 

276.2 

902 

78.8 

0.8 

37 

33 

— 

— 

524 

543 

banks 

106  of  192 

0.76 

1.8 

3,331 

95.4 

5.6 

904 

0 

— 

— 

8,431 

4 

conglomerates 

1  of  20 

45.9 

38.9 

1,084 

-7.8 

15.9 

NM 

-34 

115 

— 

638 

452 

banks 

78  of  192 

0.51 

3.9 

1,026 

92.3 

5.2 

91 

12 

56 

— 

714 

391 

surface  transport 

1 1  of  13 

0.07 

0.7 

1,714 

67.1 

23.4 

21 

6 

— 

— 

1,032 

240 

aerospace  &  defense 

1 1  of  17 

0.63 

15.5 

4,753 

202.3 

70.0 

-19 

10 

— 

— 

1,168 

198 

health 

13  of  32 

0.19 

22.4 

4,476 

660.0 

39.6 

14 

10 

90 

394 

1,883 

80 

banks 

5  of  192 

0.21 

16.3 

6,672 

872.5 

14.0 

24 

20 

341 

— 

1,169 

196 

computers  &  elec 

8  of  29 

0.19 

2.7 

3,347 

-268.5 

36.6 

NM 

NA 

— 

— 

227 

770 

retailing 

37  of  38 

2.70 

56.1 

2,649 

58.9 

6.3 

28 

4 

602 

— 

1,002 

249 

banks 

33  of  192 

1.90 

9.8 

569 

55.0 

4.6 

28 

7 

260 

980 

265 

apparel  &  textiles 

2  of  5 

0.01 

0.3 

1,545 

129.4 

41.0 

-7 

-3 

4 

537 

531 

construction 

17  of  20 

0.01 

0.1 

1,396 

63.2 

10.9 

NM 

85 

537 

1,030 

241 

computers  &  elec 

9  of  29 

0.05 

2.6 

1,933 

164.3 

22.3 

52 

8 

4 

192 

786 

electric  utilities 

70  of  73 

0.01 

0.1 

1,403 

172.9 

4.5 

3 

NA 

7 

308 

716 

insurance 

38  of  42 

0.02 

0.1 

1,023 

35.0 

1.6 

0 

39 

22 

537 

529 

automotive 

16  of  18 

0.22 

3.2 

670 

65.5 

6.4 

10 

21 

207 

779 

electric  utilities 

64  of  73 

0.02 

0.1 

626 

73.7 

2.8 

-1 

8 

eth  L.  Lay  of  Enron  had  a  great  1985 — $3.8  million.  Last 
le  grossed  only  $731,000 — a  $3  million  reduction.  Most  of 
85  income  was  in  capital  gains. 

5 

198 

785 

electric  utilities 

69  of  73 

0.02 

0.1 

390 

62.4 

1.4 

-23 

-19 

41 

1,183 

189 

banks 

20  of  192 

0.16 

11.8 

23,496 

1,058.0 

84.9 

6 

22 

1,205 

2,404 

50 

banks 

4  of  192 

0.27 

6.9 

3,965 

273.5 

18.4 

44 

30 

1,602 

2,630 

46 

leisure  &  recreation 

3  of  13 

0.28 

5.8 

1,717 

110.3 

22.8 

10 

40 

442 

1,030 

242 

telecommunications 

9  of  19 

0.08 

1.4 

1,370 

109.0 

12.5 

-15 

3 

1 

722 

384 

automotive 

13  of  18 

0.03 

0.7 

3,099 

130.0 

26.9 

73 

117 

12 

360 

1,093 

218 

banks 

26  of  192 

0.11 

2.2 

1,914 

162.0 

14.9 

26 

10 

905 

294 

banks 

39  of  192 

0.02 

0.2 

1,935 

128.1 

10.0 

10 

12 

13 

494 

570 

banks 

114  of  192 

0.31 

1.6 

660 

60.0 

4.2 

20 

30 

150 

536 

532 

banks 

103  of  192 

0.42 

1.7 

267 

34.8 

1.6 

32 

18 

Sol  available. 

NM:  Not  meaningful 
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What  the  Boss  Makes 

VjIIBICI  CACtUUVC 

Company 

Aee 

— Tenure  (years) — 
with  as 
firm  CEO 

Birthplace 

Under-  Graduate 
graduate  degree 

Profess 
backgi 

Tnrfhma  rlf 

61 

23 

2 

Erie,  KS 

Washburn 

— 

insuran 

Infiii  M  Rirhnun 

Kraft 

59 

32 

8 

New  York,  NY 

Yale 

— 

legsi 
— — 

Victor  I  Rilpv  Ir 

KeyCorp 

55 

23 

13 

Buffalo,  NY 

U  of  Notre  Dame 

LLD 

finance 

P I *- li  a rrl  M  Rin v fif» n 

Ball  Corp 

61 

17 

6 

Ridgeway,  LA 

U  of  Iowa 

MS 

technic 

Robert  P  Rittereiser 

EF  Hutton  Group 

48 

1 

1 

New  York,  NY 

City  U  New  York 

— 

investn 

JUIltl   V  EVUdCJl 

48 

20 

5 

Stamford  TX 

Texas  Christian 

MBA 

onpra  ti  c 

Burnell  R  Roberts 

Mead 

60 

20 

5 

Lafayette  Cty,  Wl 

U  of  Wisconsin 

MBA 

finance 

George  A  Roberts 

Teledyne 

68 

46 

1 

Uniontown,  PA 

Carnegie  Inst  of  Tech 

MS 

technic 

Kenneth  L  Roberts 

First  American 

54 

11 

10 

Dungannon,  VA 

Vanderbilt 

— 

banking 

Theodore  H  Roberts 

Talman  Home  Fed  S&L 

58 

2 

2 

Gillette,  AR 

Northwestern 

MA 

bankinj 

Ofiin  R  Dnhprtcfin 

Frpfi  Mpvpr 

69 

42 

4 

Turner  OR 

— 

— 

nnpratir 

E  Claiborne  Robins  Jr 

AH  Robins 

43 

18 

9 

Richmond,  VA 

U  of  Richmond 

— 

adminis 

Emerson  B  Robinson  Jr 

Deposit  Guaranty 

45 

19 

3 

Centreville,  MS 

Davidson  Coll 

— 

bankinj 

fames  D  Robinson  III 

American  Express 

51 

16 

10 

Atlanta,  GA 

Georgia  Inst  of  Tech 

MBA 

finance 

Donald  F  Roby 

Farm  &.  Home  Savings 

58 

1 

1 

Osceola,  LA 

Drake 

— 

adminis 

L/d  \  1U  1T1  IVUUClllfV 

USX 

63 

34 

8 

Piftshnrph  PA 

U  of  Pittsburgh 

— 

William  F  Roemer 

Pennbancorp 

53 

17 

7 

Youngstown,  OH 

Princeton 

— 

banking 

Justin  T  Rogers  Jr 

Ohio  Edison 

57 

28 

7 

Sandusky,  OH 

Princeton 

P 

legal 

Ian  M  Rolland 

Lincoln  National 

54 

31 

10 

Fort  Wayne,  NJ 

DePauw 

MA 

insuran 

John  A  Rollwagen 

Cray  Research 

46 

11 

6 

Minneapolis,  MN 

MIT 

MBA 

market; 

Franri«  f~"  Rnnnpv  Tt*' 

/\4pI  vi  1  lp 

I  '  H  !  V  Hit 

65 

34 

23 

N  Rrookfield  MA 

U  of  Pennsylvania 

— 

rpf  ai  lin 

Michael  D  Rose 

Holiday  Corp 

45 

13 

6 

Akron,  OH 

U  of  Cincinnati 

— 

operatic 

Steven  J  Ross 

Warner  Commun^ 

59 

25 

25 

Paul  Smith  Coll 

— 

finance 

Steven  G  Rothmeier 

NWA 

40 

14 

2 

Mankato,  MN 

U  of  Notre  Dame 

MBA 

finance 

Gary  L  Roubos 

Dover 

50 

16 

6 

Denver,  CO 

U  of  Colorado 

MBA 

operatic 

FaoL*  F  Rnwp 

NAir>npcr\t"a  PrMx/pr 
ivii iiiicbuvd  ruwci 

60 

36 

8 

JCWt-Kd,  IY11>< 

U  of  Minnesota 

— 

LCI.  1U11  V< 

Robert  L  Royer 

Louisville  Gas  &.  Elec 

59 

38 

8 

Louisville,  KY 

Rose  Hulman  Tech 

— 

technic 

George  P  Rutland 

CalFed 

54 

5 

2 

Tifton,  GA 

Pace 

— 

bankinj 

Patrick  G  Ryan 

AON3 

50 

23 

4 

Milwaukee  WT 

Northwestern 

— 

insuran 

Carroll  L  Saine 

Central  Fidelity  Bks 

53 

30 

6 

Lincolnton  NC 

Lenoir-Rhyne  Coll 

MS 

bankinj 

Harvpv  *valiumain 

48 

11 

4 

Ph  i  laH^lnh  t  a  PA 

Philadelphia  Coll  T&S 

— 

clUlllllll! 

Herbert  M  Sandler4 

Golden  West  Finl 

55 

23 

23 

New  York,  NY 

City  Coll  New  York 

JSD 

founder 

Vincent  A  Sarni 

PPG  Industries 

58 

18 

2 

Bayonne,  NJ 

U  of  Rhode  Island 

— 

market 

Henry  B  Schacht 

C  ummins  Engine 

52 

22 

17 

Erie  PA 

Yale 

MBA 

arlmini  * 

George  A  Schaefer 

Caterpillar 

59 

36 

2 

Covington,  KY 

St  Louis 

— 

finance 

Paul  I  Srhierl 

run  nuwdiu 

52 

23 

12 

Nlppn^n  \A7T 

U  of  Notre  Dame 

— 

legal 

John  J  Schiff 

Cincinnati  Financial 

71 

37 

14 

Cinrinnaf  i  OH 

Ohio  State 

— 

inQi  iran 

tl  1 0  UldlJ 

Paul  G  Schloemer 

Parker*Hannif  in 

58 

29 

3 

C 'inpinnati  OH 

v^llll*lllllall,  w  I  I 

U  of  Cincinnati 

MBA 

nnpraf  if 

W  Paul  Schmechel 

.Montana  Power 

60 

33 

4 

farrinptnn 

Montana  State 

operatic 

John  J  Schmidt6 

Santa  Fe  Southern 

59 

31 

4 

fViiraim  TT 

De  Paul 

JD 

legal 

KODert  A  scnoelinora 

Abbott  Laboratories 

58 

13 

8 

Philadelphia,  PA 

Philadelphia  Coll  T&S 

technic 

William  A  Schreyer 

Merrill  Lynch 

59 

39 

2 

Williamsport,  PA 

Pennsylvania  State 

investm 

Edmund  A  Schroer 

No  Indiana  Pub  Svc 

59 

10 

10 

Hammond,  EN 

Valparaiso 

ID 

legal 

Br.-T.srd  L  Schwartz 

Loral 

61 

15 

15 

Brooklyn,  NY 

City  Coll  New  York 

adminis 

ToJui  B  Schwemm 

RR  Donnelley 

53 

22 

3 

Barrington,  IL 

Amherst 

FD 

legal 

.■-.ley  P  Goldstein,  1/1/87.    2Figures  are  for  year  ended  12/31/85.    'Formerly  Combined  International.    4Office  jointly  held  with  Marion  O 

Saru  ller.   "'Formerly  Fort  Howard  Paper.   6Acting  CEO  John  S  Reed,  4/20/87. 
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-Comoensation  (0001- 

-  Rank 

a, 

othet 

stock 
gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

% 

mkt  val 
(mil) 

sales 
(mil) 

— 1986 — 
profits 
(mil) 

employ 
(000) 

 70  tlliup  ' 

salary  + 
profits  bonus 

_ 

_ 

$926 

286 

insurance 

19  of  42 

0.69% 

$12.5 

$1,555 

$205.7 

6.6 

23% 

14% 

$2,522 

$458 

4,016 

16 

food  processor 

1  of  23 

0.10 

7.4 

8,742 

390.1 

51.3 

-16 

8 

2,500 

_ 

3,173 

27 

banks 

2  of  192 

0.03 

0.2 

825 

82.2 

7.4 

20 

13 

_ 

363 

842 

316 

packaging 

3  of  6 

0.73 

6.9 

1,070 

58.9 

9.0 

15 

21 

_ 

_ 

1,199 

185 

financial  services 

15  of  21 

0.01 

0.2 

2,760 

-90.3 

18.2 

NM 

NA 

64 

673 

428 

retailing 

22  of  38 

0.05 

2.1 

3,036 

197.7 

35.5 

5 

47 

6 

799 

1,236 

176 

paper 

4  of  13 

0.27 

5.8 

3,218 

43.4 

19.1 

-54 

-31 

_ 

_ 

800 

339 

conglomerates 

15  of  20 

0.83 

30.7 

4,553 

221.8 

46.0 

-59 

NA 

199 

93 

741 

371 

banks 

58  of  192 

0.60 

3.2 

528 

53.3 

3.4 

33 

4 

5 

_ 

605 

481 

banks 

86  of  192 

0.62 

0.6 

592 

29.9 

2.3 

500  + 

0 

12 

215 

612 

477 

food  distributor 

15  of  24 

1.42 

4.4 

1,688 

24.1 

15.8 

24 

-8 

305 

717 

health 

32  of  32 

9.22 

45.4 

790 

81.8 

6.3 

33 

-4 

10 

243 

758 

banks 

184  of  192 

0.54 

1.4 

310 

31.1 

2.1 

43 

-11 

56 

278 

2,808 

39 

financial  services 

7  of  21 

0.16 

22.8 

16,809 

1,250.0 

74.6 

54 

38 

250 

755 

banks 

181  of  192 

t 

§ 

299 

21.7 

0.7 

57 

NA 

18 

753 

361 

oil 

17  of  29 

0.17 

12.3 

14,000 

1,593.0 

63.9 

409 

-27 

26 

42 

337 

691 

banks 

151  of  192 

0.73 

3.0 

313 

29.9 

2.2 

50 

12 

428 

631 

electric  utilities 

26  of  73 

0.00 

0.1 

1,742 

410.8 

7.4 

11 

29 

388 

1,093 

217 

insurance 

17  of  42 

0.13 

2.8 

5,999 

284.4 

12.9 

33 

41 

18 

96 

718 

387 

computers  &  elec 

13  of  29 

0.20 

7.5 

597 

124.8 

3.6 

65 

22 

157 

1,049 

231 

retailing 

12  of  38 

0.06 

2.1 

5,262 

238.3 

78.2 

13 

20 

18 

622 

468 

leisure  &  recreation 

11  of  13 

1.00 

4.4 

1,648 

103.4 

45.0 

-27 

7 

724 

3,523 

21 

leisure  &  recreation 

1  of  13 

0.50 

19.1 

2,848 

185.8 

11.2 

-5 

0 

25 

625 

465 

air  transport 

5  of  11 

0.24 

3.9 

3,589 

76.9 

22.3 

5 

71 

6 

239 

895 

296 

conglomerates 

14  of  20 

0.15 

3.1 

1,440 

83.8 

16.6 

-16 

34 

106 

394 

655 

electric  utilities 

30  of  73 

0.04 

0.3 

395 

82.6 

1.9 

19 

30 

186 

790 

electric  utilities 

72  of  73 

0.02 

0.1 

660 

73.3 

3.8 

5 

9 

39 

116 

1,005 

248 

banks 

32  of  192 

0.27 

2.2 

2,356 

164.4 

6.4 

22 

31 

56 

618 

471 

insurance 

29  of  42 

12.50 

206.7 

1,806 

247.2 

7.4 

36 

25 

12 

422 

635 

banks 

134  of  192 

0.43 

2.0 

380 

41.7 

2.8 

25 

-4 

610 

478 

apparel  &  textiles 

5  of  5 

0.30 

3.6 

2,511 

92.3 

47.0 

28 

16 

506 

561 

banks 

108  of  192 

7.60 

85.2 

1,359 

183.8 

2.5 

15 

14 

588 

120 

i,404 

136 

automotive 

8  of  18 

0.05 

2.7 

4,687 

316.4 

36.5 

5 

19 

373 

823 

325 

automotive 

12  of  18 

1.16 

10.3 

2,304 

-107.3 

21.3 

NM 

-35 

8 

116 

573 

500 

heavy  equipment 

9  of  13 

0.04 

2.0 

7,321 

76.0 

54.0 

-62 

7 

54 

1,364 

2,018 

74 

paper 

3  of  13 

0.23 

8.4 

1,549 

146.4 

15.5 

-7 

6 

390 

660 

insurance 

35  of  42 

4.06 

38.9 

776 

93.5 

1.5 

70 

11 

129 

299 

1,035 

238 

heavy  equipment 

5  of  13 

0.23 

3.4 

1,730 

88.2 

25.1 

5 

19 

13 

48 

273 

731 

electric  utilities 

49  of  73 

0.03 

0.3 

655 

66.9 

3.7 

-45 

27 

4 

797 

340 

surface  transport 

10  of  13 

0.04 

2.5 

5,631 

-137.9 

56.4 

NM 

11 

3 

461 

1,655 

102 

health 

7  of  32 

0.04 

5.5 

3,808 

540.5 

35.2 

16 

12 

2,901 

35 

financial  services 

5  of  21 

0.15 

6.0 

9,475 

469.2 

46.4 

109 

81 

33 

328 

698 

electric  utilities 

42  of  73 

0.02 

0.1 

1,626 

-14.1 

5.7 

NM 

4 

1,037 

237 

aerospace  &  defense 

10  of  17 

4.93 

48.8 

664 

53.0 

7.3 

26 

17 

225 

383 

1,200 

184 

communications 

6  of  28 

0.14 

3.8 

2,234 

158.3 

20.6 

7 

1 

lalized  salary. 

tLess  than  0.01% 

§Less  than  $100,000.    NA:  Not  available    NM:  Not  meaningful. 
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What  the  Boss  Makes 

Chief  executive 

Company 

Age 

— Tenure  (years) — 
with  as 
firm  CEO 

Under- 

Birthplace  graduate 

Graduate 
degree 

Profesa 
backgrt 

Peter  L  Scott 

Emhart 

60 

1 

1 

Bcllaire,  OH             Ohio  State 

adminisi 

John  Sculley 

Apple  Computer 

48 

4 

4 

New  York,  NY  Brown 

MBA 

marketn 

W  Bruce  Seaton 

American  President 

62 

17 

4 

Philadelphia,  PA  UCLA 

finance 

Paul  R  Seegers 

Centex 

57  • 

25 

8 

Dallas,  TX  Valparaiso 

MBA 

finance 

Maurice  Segall 

Zayrc 

58 

9 

9 

Canada  McGill 

MA 

retailing 

(ieorge  J  Sella  |r 

American  Cyanamid 

58 

32 

4 

West  New  York,  NJ  Princeton 

MBA 

operatic! 

T  Joseph  Semrod 

United  Jersey  Banks 

50 

6 

6 

Oklahoma  City,  OK  U  of  Oklahoma 

banking 

Robert  T  Shaw1 

ICH 

53 

22 

12 

insurant 

William  J  Shepherd 

Horizon  Bancorp 

61 

22 

11 

Richmond  Hill,  NY  Rutgers 

MBA 

banking 

Teruhisa  Shimizu 

Sumitomo  Bank  Cal 

54 

32 

4 

Japan  Tokyo 

banking; 

Walter  V  Shipley 

Chemical  New  York 

51 

30 

3 

Newark,  NJ 

NYU 

banking 

Robert  H  Short 

Portland  General 

62 

32 

6 

Klamath  Falls,  OR 

U  of  Oregon 

finance 

Frank  A  Shrontz 

Boeing 

55 

29 

1 

Boise,  ID 

U  of  Idaho 

MBA 

adminis 

Alan  F  Shugart 

Seagate  Technology 

56 

8 

8 

Los  Angeles,  CA 

U  of  Redlands 

founder 

Edwin  H  Shutt  Jr 

Tambrands 

59 

6 

5 

St  Louis,  MO 

Princeton 

marketii 

Morris  Sidewater 

Charming  Shoppes 

75 

47 

16 

Philadelphia,  PA 

founder 

Andrew  C  Sigler 

Champion  Intl 

55 

30 

12 

Brooklyn,  NY 

Dartmouth  Coll 

MBA 

sales 

Sanford  C  Sigoloff 

Wickes  Cos2 

56 

5 

5 

St  Louis,  MO 

UCLA 

operatio 

Cecil  t  Silas 

Phillips  Petroleum 

c  c 
SS 

66 

i 

Miami,  FL 

Georgia  Inst  of  Tech 

- 

operatio 

Roy  W  Simmons 

Zions  Bancorp3 

71 

33 

21 

Portland,  OR 

banking 

Leonard  S  Simon 

Rochester  Community 

50 

18 

2 

New  York,  NY 

MIT 

PhD 

marketii 

Peter  E  Simon 

Prime  Motor  Inns 

62 

19 

19 

Passaic,  NJ 

Rutgers 

founder 

Thomas  C  Simons 

Capital  Holding 

58 

9 

9 

Pasadena,  CA 

Harvard 

insuranc 

1  .runic  S  SkaggS 

American  Stores 

63 

42 

21 

Yakima,  WA 

retailing 

Herbert  A  Sklenar 

Vulcan  Materials 

56 

14 

1 

Omaha,  NE 

U  of  Omaha 

MBA 

finance 

George  R  Slater 

Marine 

63 

11 

9 

Indianapolis,  IN 

Purdue 

PhD 

banking 

Ronald  R  Sloan 

Amfac 

52 

26 

1 

Eugene,  OR 

Oregon  State 

adminis 

John  G  Sloneker 

Ohio  Casualty 

65 

39 

8 

Hamilton,  OH 

Yale 

insuranc 

John  G  Smale 

Procter  &  Gamble 

59 

34 

6 

Canada 

Miami  U  of  Ohio 

marketii 

L  Edwin  Smart 

TW  Services 

64 

21 

11 

Columbus,  OH 

Harvard 

JD 

legal 

Daniel  R  Smith 

First  of  America  Bk 

53 

31 

1 

Kalamazoo,  MI 

Western  Michigan 

banking 

Darwin  E  Smith 

Kimberly-Clark 

61 

29 

15 

Garrett,  IN 

Indiana 

legal 

Frederick  W  Smith 

Federal  Express 

42 

16 

16 

Marks,  MS 

Yale 

founder 

Gerald  H  Smith 

Allied  Bancshares 

56 

28 

15 

Groveton,  TX 

Sam  Houston  State 

MBA 

banking 

Orin  R  Smith 

Engelhard 

51 

15 

3 

Newark,  NJ 

Brown 

MBA 

sales 

Richard  A  Smith 

General  Cinema 

62 

40 

40 

Boston,  MA 

Harvard 

adminis 

Roger  B  Smith 

General  Motors 

61 

37 

6 

Columbus,  OH 

U  of  Michigan 

MBA 

finance 

Sherwood  H  Smith  Jr 

Carolina  Pwr  &  Lt 

52 

22 

7 

Jacksonville,  FL 

U  of  North  Carolina 

JD 

legal 

Tom  E  Smith 

Food  Lion 

46 

16 

1 

China  Grove,  NC 

Catawba  Coll 

retailing 

William  D  Smithbtirg 

Quaker  Oats 

48 

21 

5 

Chicago,  IL 

De  Paul 

MBA 

marketii 

\ic!  u>  management  consuming  lirm  in  which  CEO  has  an  interest.    'Figures  are  for  year  ended  1/31/86.    'Formerly  Zioas  Utah  Bancorp 
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— Compensation  1000V- 

Rank 

 1986  

 %  change  

salary  + 
profits  bonus 

othei 

stock 
gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

% 

mkt  val 
(mil) 

sales 
Imil) 

profits 
(mil) 

employ 
(000) 

$1,000 

251 

heavy  equipment 

6  of  13 

0.25% 

$3.3 

$2,094 

$-10.2 

32.3 

NM 

70% 

_ 

1,697 

99 

computers  &  elec 

4  of  29 

0.45 

22.6 

1,902 

154.0 

5.0 

152% 

61 

$412 

950 

278 

surface  transport 

9  of  13 

0.42 

3.4 

1,440 

18.0 

3.8 

-53 

-26 

30 

491 

573 

construction 

18  of  20 

2.28 

12.3 

1,427 

47.6 

4.6 

21 

6 

$212 

875 

304 

retailing 

18  of  38 

0.50 

7.2 

5,351 

92.4 

60.0 

-2 

-45 

13 

288 

1,309 

156 

chemicals 

5  of  20 

0.14 

5.8 

3,816 

202.5 

35.4 

57 

38 

7 

65 

694 

412 

banks 

70  of  192 

0.41 

3.9 

707 

71.5 

5.3 

100 

16 

800 

insurance 

42  of  42 

NA 

NA 

1,545 

152.0 

3.9 

7 

NA 

204 

531 

534 

banks 

104  of  192 

0.95 

4.7 

330 

34.6 

2.8 

13 

12 

12 

185 

791 

banks 

191  of  192 

0.17 

0.3 

300 

14.8 

1.7 

15 

20 

60  years  Milton  J.  Petrie  remains  boss  at  Petrie  Stores.  Other  founders 

tO  years  or  more  at  the  helm:  William  T.  Dillard  Sr.  of  Dillard  Department 
s,  Sam  Walton  of  Wal-Mart  Stores  and  J.  Peter  Grace  at  W.R.  Grace. 

303 

— 

1,016 

246 

banks 

31  of  192 

0.08 

1.7 

5,488 

402.4 

20.3 

3 

2 

18 

— 

326 

701 

electric  utilities 

43  of  73 

0.01 

0.1 

760 

90.8 

3.1 

-^8 

19 

19 

221 

914 

287 

aerospace  &  defense 

13  of  17 

0.04 

2.6 

16,341 

665.0 

118.5 

17 

NA 

— 

— 

390 

659 

computers  &  elec 

24  of  29 

2.10 

34.2 

460 

34.5 

6.3 

500  + 

89 

— 

— 

468 

597 

consumer  products 

22  of  23 

0.19 

2.5 

487 

69.1 

4.4 

11 

4 

30 

— 

292 

721 

retailing 

36  of  38 

2.00 

25.6 

521 

40.5 

6.5 

41 

11 

32 

127 

1,019 

244 

paper 

5  of  13 

0.15 

5.3 

4,388 

200.8 

37.6 

23 

8 

30 

— 

1,503 

121 

retailing 

6  of  38 

0.27 

2.2 

4,770 

73.9 

50.7 

82 

0 

227 

1,050 

229 

oil 

9  of  29 

0.05 

1.7 

9,786 

228.0 

23.6 

-45 

25 

4 

362 

596 

484 

banks 

87  of  192 

9.03 

21.4 

301 

20.6 

1.9 

-27 

-1 

212 

776 

banks 

189  of  192 

0.15 

0.3 

297 

12.4 

1.2 

0 

NA 

23 

673 

427 

leisure  &  recreation 

10  of  13 

2.54 

29.2 

332 

37.5 

6.6 

50 

44 

17 

410 

1,441 

132 

insurance 

9  of  42 

0.14 

2.1 

2,292 

273.4 

8.3 

91 

8 

1,044 

235 

retailing 

14  of  38 

11.00 

234.9 

14,021 

144.5 

125.5 

-6 

5 

19 

563 

505 

construction 

15  of  20 

0.18 

2.7 

958 

93.2 

6.3 

31 

NA 

586 

995 

257 

banks 

34  of  192 

0.79 

2.1 

397 

35.4 

2.7 

33 

13 

9 

334 

694 

conglomerates 

18  of  20 

0.60 

3.0 

1,962 

-66.6 

22.0 

NM 

NA 

9 

309 

714 

insurance 

37  of  42 

3.60 

33.6 

1,415 

102.7 

5.6 

133 

13 

191 

169 

1,444 

130 

consumer  products 

5  of  23 

0.07 

10.5 

15,439 

709.0 

68.4 

12 

16 

10 

440 

620 

food  distributor 

20  of  24 

0.05 

0.4 

1,918 

15.7 

59.0 

-93 

NA 

393 

656 

banks 

142  of  192 

0.13 

0.6 

555 

52.9 

5.4 

22 

23 

18 

186 

1,093 

216 

consumer  products 

8  of  23 

0.23 

11.9 

4,303 

269.4 

36.6 

1 

-5 

5 

493 

572 

air  transport 

9  of  11 

8.40 

270 

2,603 

131.8 

34.0 

73 

25 

30 

255 

749 

banks 

176  of  192 

2.63 

8.8 

936 

-17.6 

3.5 

NM 

0 

255 

189 

1,269 

164 

metals 

1  of  12 

1.12 

12.7 

2,290 

53.3 

7.0 

25 

18 

1 

630 

459 

beverages  &  tobacco 

8  of  11 

0.11 

1.9 

999 

124.0 

12.5 

36 

9 

329 

1,416 

135 

automotive 

7  of  18 

0.01 

2.7 

102,814 

2,944.8 

876.0 

-26 

-34 

36 

348 

687 

electric  utilities 

40  of  73 

0.04 

1.1 

2,041 

357.8 

9.4 

8 

-4 

31 

506 

965 

270 

food  distributor 

9  of  24 

0.90 

20.9 

2,407 

61.8 

19.0 

30 

NA 

226 

1,098 

214 

food  processor 

11  of  23 

0.22 

7.8 

3,671 

179.6 

31.4 

15 

17 

^ot  available. 

NM:  Not  meaningful. 
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CREATE  THE  NEXT  MOVE. 


In  Asset  Management  success 
goes  to  the  inventive.  The  agile.  The 
powerful.  We  are  entering  a  new  era 
of  financial  productivity. 

Shouldn't  your  bond  portfolio, 
equities,  and  real  estate  investments 
achieve  more?  Then  turn  to  the 
Asset  Managers  of  Pacific  Financial 
Companies.  Their  expertise?  Asset  allo- 
cation and  Investment  Management. 

For  over  a  decade  Pacific 
Financial  Companies  has  ranked  in 
the  top  1%  of  all  money  managers. 
Exceeding  the  Shearson/Lehman/ 
Government  Corporate  Index  nine 
out  of  the  last  ten  years. 

Our  motto :  Set  the  course. 
Stick  to  it.  Stay  in  control. 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 
1-800-544  3600 


What  the  Boss  Makes 


Chief  executive 

Company 

Age 

— Tenure  (years) — 
with  as 
firm  CEO 

Birthplace 

Under- 
graduate 

Graduate 
degree 

Profess! 1 
backgro 

William  B  Snvder 

IT  111  Mill  iJIITULI 

Ceico 

57 

10 

1 

Clarksburg,  WV 

Texas  Tech 

marketin 

W  Roger  Soles 

Jefferson-Pilot 

66 

40 

19 

Whiteville,  NC 

U  of  North  Carolina 

investmi 

lack  D  Sparks 

Whirlpool 

64 

46 

4 

Chicago,  IL 

marketir 

Arthur  S  Spear1 

Mattel 

66  ' 

22 

12 

Providence,  Rl 

MIT 

operation 

Roy  M  Speer 

Home  Shopping  Netwrk  54 

1 

1 

Key  West,  FL 

Stetson 

MBA 

founder 

Edson  W  Spencer 

Honeywell 

61 

32 

12 

Chicago,  IL 

Williams  Coll 

sales 

Thomas  Spiegel 

Columbia  S&L 

41 

10 

10 

Czechoslovakia 

U  of  Southern  Calif 



finance 

Charles  E  Sporck 

Natl  Semiconductor 

59 

20 

20 

Saranac  Lake,  NY 

Cornell 

productio 

John  M  Stafford 

Pillsbury 

50 

12 

2 

Evanston,  IL 

Yale 

adminise 

John  R  Stafford 

American  Home  Prod 

49 

17 

1 

Harrisburg,  PA 

Dickinson  Coll 

JD 

legal 

Delbert  C  Staley 

Nynex 

62 

41 

3 

Hammond,  IN 

operation 

David  Stanley 

Payless  Cashways 

51 

7 

5 

Kansas  City,  KS 

U  of  Wisconsin 

JD 

legal 

Thomas  J  Stanton  Jr 

First  Jersey  Natl 

59 

33 

19 

Jersey  City,  NJ 

Georgetown 

banking 

Eric  Stattin 

Florida  Federal  S&L 

53 

1 

1 

Chicago,  IL 

U  of  Illinois 

finance 

Howard  Stein 

Dreyfus 

60 

32 

16 

New  York,  NY 

investma 

Saul  P  Steinberg 

Reliance  Group 

47 

26 

26 

New  York,  NY 

U  of  Pennsylvania 

founder 

William  T  Stephens 

Manville 

44 

24 

1 

Crossett,  AR 

U  of  Arkansas 

MS 

operation 

Whitney  Stevens 

JP  Stevens 

60 

39 

7 

Plainfield,  NJ 

Princeton 

sales 

James  E  Stewart 

Lone  Star  Industries 

65 

34 

9  • 

Minneapolis,  MN 

administr 

Robert  H  Stewart  III 

InterFirst 

61 

36 

3 

Dallas,  TX 

Southern  Methodist 

banking 

Robert  W  Stewart 

Primark 

62 

16 

5 

Tulsa,  OK 

Missouri  State  Coll 

MBA 

marketin; 

William  P  Stiritz 

Ralston  Purina 

52 

23 

5 

Jasper,  AR 

Northwestern 

MA 

marketin, 

Irving  I  Stone 

American  Greetings 

78 

63 

27 

Cleveland,  OH 

administr 

Roger  W  Stone 

Stone  Container 

52 

30 

8 

Chicago,  IL 

U  of  Pennsylvania 

marketin, 

John  H  Stooky 

National  Distillers 

57 

17 

1 

New  York,  NY 

technical 

James  R  Stover 

Eaton 

60 

31 

1 

Marion  LN 

Catholic  U  of  America  — 

operation 

William  R  Stover 

Old  Republic  Intl 

64 

42 

11 

Northwestern 

insurance 

Robert  Strickland 

Suntrust  Banks 

61 

39 

11 

Atlanta,  GA 

Davidson  Coll 

banking 

Barry  F  Sullivan 

First  Chicago 

56 

6 

6 

Bronx,  NY 

Columbia 

MBA 

banking 

Fred  R  Sullivan 

Kidde 

72 

23 

23 

Fort  Wayne,  IN 

Rutgers 

MBA 

finance 

Arthur  Ochs  Sulzberger 

New  York  Times 

61 

33 

24 

New  York,  NY 

Columbia 

joumalisi 

Robert  A  Swanson 

Genentech 

39 

11 

11 

New  York,  NY 

MIT 

SM 

founder 

John  E  Swearingen 

Continental  Illinois 

68 

2 

2 

Columbia,  SC 

U  South  Carolina 

MS 

administr 

Robert  J  Sweeney 

Murphy  Oil 

59 

35 

3 

Montpelier,  VT 

Auburn 

MS 

operation 

Stephen  J  Sweeney 

Boston  Edison 

58 

33 

3 

Winthrop,  MA 

Mount  St  Mary's  Coll  PMD 

technical 

William  Swindells  Jr 

Willamette  Inds 

56 

33 

5 

Oakland  CA 

Stanford 

operation 

G  J  Tankersley 

Consol  Natural  Gas 

66 

20 

8 

Ruston,  LA 

Auburn 

operation 

David  S  Tappan  Jr 

Fluor 

65 

35 

2 

China 

Swarthmore  Coll 

MBA 

sales 

Frank  J  Tasco 

Marsh  &  McLennan 

59 

33 

1 

New  York,  NY 

NYU 

insurance 

Bernard  J  Taylor  II 

Wilmington  Trust 

61 

7 

7 

Philadelphia,  PA 

U  of  Pennsylvania 

banking 

James  C  Taylor2 

Utah  Power  &  Light 

61 

34 

2 

Preston,  ID 

U  of  New  Mexico 

JD 

technical 

R  Lee  Taylor  II 

Federal  Co 

45 

21 

5 

Memphis,  TN 

Princeton 

administr 

William  O  Taylor 

Affiliated  Pubs 

54 

31 

5 

Boston,  MA 

Harvard 

finance 

John  W  Tcets 

Greyhound 

53 

23 

5 

Elgin,  IL 

administr 

Ronald  Terry 

First  Tennessee  Natl 

56 

30 

13 

Memphis,  TN 

Memphis  State 

banking 

'Succeeded  by  John  W  Amerman,  2/12/87.    2Acting  CEO  Frank  N  Davis,  2/1 1/87. 
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— Comoensation  1000)- 

Rank 

— Stock 

% 

owned — 
mkt  val 
(mil) 

other 

stock 
gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

sales 
(mil) 

— 1986 — 
profits 
(mil) 

employ 
(000) 

 %  cnange  

salary  + 
profits  bonus 

$634 

$442 

$1,828 

84 

insurance 

7  of  42 

0.38% 

$7.7 

$1,430 

$217.7 

5.7 

28% 

95% 





650 

444 

insurance 

27  of  42 

0.14 

1.8 

1,040 

123.1 

5.4 

-4 

-16 

1 

1,276 

2,277 

60 

consumer  products 

2  of  23 

0.17 

4.5 

4,009 

199.7 

28.2 

10 

10 

43 



525 

542 

leisure  &  recreation 

13  of  13 

NA 

NA 

1,059 

58.1 

19.0 

NM 

-43 





400 

651 

retailing 

34  of  38 

23.20 

331.4 

160 

17.0 

1.4 

NM 

NA 

28 

117 

707 

399 

computers  &  elec 

16  of  29 

0.13 

4.9 

5,378 

-398.1 

74.7 

NM 

-29 

239 



4,098 

13 

banks 

1  of  192 

21.90 

35.8 

1,141 

193.5 

0.7 

58 

-3 

10 



392 

658 

computers  &  elec 

23  of  29 

0.99 

13.9 

1,478 

-148.3 

34.0 

NM 

6 

685 



1,383 

139 

food  processor 

7  of  23 

0.04 

1.4 

5,848 

208.1 

100.5 

8 

42 

275 

424 

1,475 

128 

health 

8  of  32 

0.07 

8.4 

4,927 

778.8 

45.4 

9 

NA 

153 

66 

1,169 

197 

telecommunications 

4  of  19 

0.01 

1.5 

11,342 

1,215.3 

89.9 

11 

22 

_ 

_ 

511 

555 

retailing 

28  of  38 

0.34 

2.6 

1,526 

42.4 

13.4 

11 

54 

_ 

457 

607 

banks 

126  of  192 

0.40 

1.6 

404 

37.4 

3.7 

24 

24 

_ 

_ 

258 

747 

banks 

174  of  192 

0.67 

1.0 

532 

-65.5 

1.7 

NM 

NA 

308 



1,919 

77 

financial  services 

9  of  21 

2.70 

38.5 

232 

80.6 

0.8 

45 

16 

5,679 

9,866 

3 

insurance 

1  of  42 

43.80 

287.5 

3,145 

103.9 

9.8 

139 

NA 

455 

608 

construction 

20  of  20 

* 

§ 

1,920 

81.2 

19.5 

NM 

-29 

512 

1,202 

182 

consumer  products 

7  of  23 

1.03 

7.5 

1,656 

55.5 

25.0 

NM 

8 

60 

180 

740 

373 

construction 

1 1  of  20 

2.34 

14.9 

883 

117.4 

7.0 

115 

0 

4 

354 

680 

banks 

147  of  192 

0.16 

0.6 

1,790 

-326.5 

8.9 

NM 

0 

23 

1,097 

1,594 

110 

natural  gas 

2  of  17 

0.45 

2.3 

1,554 

53.8 

5.2 

5 

27 

157 

562 

1,469 

129 

food  processor 

6  of  23 

0.47 

27.8 

5,515 

412.4 

54.9 

61 

25 

1,504 

1,754 

93 

communications 

4  of  28 

0.23 

2.1 

1,013 

74.4 

19.4 

0 

0 

443 

617 

paper 

11  of  13 

3.4 

56.9 

2,032 

35.4 

12.4 

832 

-5 

4 

1,155 

1,815 

86 

chemicals 

2  of  20 

0.06 

1.4 

1,685 

75.6 

12.2 

-2 

NA 

1,015 

1,661 

100 

computers  &.  elec 

5  of  29 

0.20 

5.5 

3,812 

137.6 

42.3 

-^to 

NA 

266 

740 

insurance 

40  of  42 

NA 

NA 

1,144 

77.5 

4.5 

21 

0 

247 

728 

379 

banks 

60  of  192 

0.16 

4.9 

2,463 

245.1 

19.6 

47 

50 

261 

1,171 

195 

banks 

21  of  192 

0.32 

4.8 

4,001 

276.2 

14.1 

63 

43 

132 

183 

1,200 

183 

conglomerates 

8  of  20 

1.42 

10.5 

2,356 

25.2 

35.0 

-65 

13 

253 

118 

1,196 

186 

communications 

7  of  28 

21.4 

712.9 

1,565 

132.2 

10.2 

14 

16 

324 

704 

health 

30  of  32 

5.30 

209.3 

127 

-352.2 

1.0 

NM 

14 

10 

610 

479 

banks 

85  of  192 

0.26 

1.3 

2,566 

98.7 

9.4 

-26 

0 

17 

2 

365 

676 

oil 

27  of  29 

0.20 

2.2 

1,313 

-194.8 

4.8 

NM 

-10 

335 

692 

electric  utilities 

41  of  73 

0.01 

0.1 

1,105 

106.2 

4.4 

13 

-9 

24 

430 

630 

paper 

12  of  13 

4.85 

68.4 

1,200 

74.7 

8.2 

24 

0 

547 

89 

1,281 

161 

natural  gas 

3  of  17 

0.08 

2.5 

2,623 

174.7 

7.6 

-18 

4 

10 

140 

600 

482 

construction 

14  of  20 

0.44 

5.1 

4,457 

-100.4 

24.6 

NM 

0 

326 

1,230 

2,654 

45 

insurance 

4  of  42 

0.26 

11.7 

1,804 

243.2 

18.8 

49 

NA 

31 

162 

700 

407 

banks 

68  of  192 

0.21 

1.1 

263 

34.0 

1.6 

26 

24 

10 

204 

782 

electric  utilities 

67  of  73 

NA 

NA 

985 

146.3 

5.3 

-6 

4 

254 

750 

food  processor 

22  of  23 

1.05 

8.2 

1,217 

36.7 

11.0 

3 

18 

375 

768 

353 

communications 

18  of  28 

5.40 

90.9 

401 

66.1 

3.8 

113 

7 

350 

96 

1,494 

126 

surface  transport 

4  of  13 

0.15 

2.1 

3,088 

186.2 

35.9 

55 

21 

191 

515 

553 

banks 

107  of  192 

1.37 

5.7 

526 

47.4 

4.1 

25 

19 

ualized  salary.    ^Less  than  0.01%.    §Less  than  $100,000.    NA:  Not  available.    NM:  Not  meaningful. 
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What  the  Boss  Makes 

— Tenure  (years)— 


V.lllc)  rACtuiivc 

Company 

Aee 

with 
firm 

as 
CEO 

Birthplace 

Under- 
graduate 

Graduate 
degree 

Profess 
backgri 

A  RrnncAn  TJi  aupf  ^ 
/\  DTUllaUII   Allay  CI 

First  Florida  Banks 

47 

5 

4 

Mjneola,  NY 

Harvard 

MBA 

finance 1 

larp  VA/  Tri/imncnn 
jtciC  vv  i  nuuipsi/ii 

Southland 

55 

33 

1 

Dallas,  TX 

U  of  Texas 

adminis 

VV  ivclU   1  I1U1I1  |*SWI1 

Potomac  Eicctnc 

62 

16 

16 

Durham  NC 

U  of  North  Carolina 

leeal 

li  » n  n  i> r  ft  I  Th  VOPrGfttl 

ixcnncin  f  iiiy^crsuii 

Imnerial  Com  or  Am 

111]  J. 'V.  1  1 .1  J    ^UtU  Ul  .1111 

41 

1 

1 

Chicago,  IL 

Northwestern 

PhD 

finance 

RirharH  CI  Tilphman 

KVILIIdlll  vJ    X  IlgllUXall 

United  Virginia  Bksh 

46 

20 

1 

Norfolk,  VA 

U  of  Virginia 

banking) 

JLhIUXCUIC  /V    X  131-11 

CBS 

64 

1 

1 

Brooklyn,  NY 

NYU 

MA 

finance 

T  inntn/'tf  A  TiCf  It 

T  i it' w  ^ 

64 

27 

26 

Brooklyn,  NY 

NYU 

MA 

finance 

Z-idllC  VT   X  uuu 

Ipalco  Enterprises 

63 

36 

1 1 

Hanson,  KY 

Purdue 

opcratioi 

Peoples  Energy 

59 

35 

5 

Oak  Park,  IL 

Northwestern 

MBA 

finance 

Oliver  S  Travers 

Allegheny  Intl 

61 

6 

1 

Baltimore,  MD 

U  of  Maryland 

tid  mini  s 

lamps  Cm  Trp  1/ hi v 

f  allien  Vjf    X  1  c  y  Ulg 

Tandem  Computers 

46 

12 

12 

Clarendon  TX 

Rice 

MBA 

founder 

Rprnarrl  C*  Tme^rhlpr 

UClllalU  V— •  IIUVIVIHVI 

Baltimore  Gas  &  Elec 

64 

39 

7 

Baltimore,  MD 

Johns  Hopkins 

technical 

fl  Rnherr  TniPY  Ir 

Rainier  Bancorp 

63 

13 

13 

Red  Bank,  NJ 

Rutgers 

banking 

r.pri!d  T$ai  Ir 

vjcioiu   x  3a i  |i 

Primerica 

58 

5 

1 

China 

Boston 

MA 

finance 

Keith  L  Turley 

Pinnacle  West^ 

64 

35 

13 

Mesa  AZ 

Arizona  State 

adminisl 

T>pH  f  Taimer4 
ncu  Xj  x  oi  uci 

A*lcDonald's 

54 

31 

13 

Des  Moines  LA 

De  Paul 

retailing 

larlr  Xwvman 

Super  Food  Services 

53 

17 

15 

Pittsburgh,  PA 

U  of  Cincinnati 

adminisl 

Don  Tyson 

Tyson  Foods 

57 

35 

24 

Olathe,  KS 

opcratioi 

Inhn  O  Uible 

f\J till  X./  Uli/lt. 

Florida  Natl  Banks 

51 

10 

3 

Cleveland,  OH 

banking 

James  R  Underkofler 

Wisconsin  P&.L 

63 

45 

18 

Baraboo,  WI 

U  of  Wisconsin 

finance 

P  Roy  Vagelos 

IVlerck 

57 

12 

1 

Westfield,  NJ 

U  of  Pennsylvania 

MD 

technics 

Robert  Van  Buren 

^lidlantic 

62 

16 

10 

Plainfield,  NJ 

Washington  &  Lee 

MBA 

banking 

Robert  Van  Tuyle 

Beverly  Enterprises 

74 

15 

12 

Manchester  11 

adminisl 

Thomas  A  Vanderslice 

Apollo  Computer 

55 

2 

2 

Philadelphia,  PA 

Boston  Coll 

PhD 

adminisl 

Romeo  J  Ventres 

Borden 

f*i 
oz. 

l 

Boston,  MA 

^Vo^ceste^  Poly  Inst 

operatioi 

Wesley  W  von  Schack 

Duquesne  Light 

43 

3 

1 

New  York,  NY 

Fordham 

MBA 

finance 

Oliver  W  Waddell 

First  National  Cine 

56 

30 

3 

Covington,  KY 

Duke 

JD 

banking 

Hicks  B  Waldron 

Avon  Products 

63 

3 

3 

Amsterdam,  NY 

U  of  Minnesota 

marketii 

Charles  R  Walgreen  III 

Walgreen 

51 

35 

16 

Chicago,  IL 

U  of  Michigan 

operatioi 

Richard  F  Walker 

Public  Service  Col 

63 

37 

8 

Alliance,  NE 

U  of  Colorado 

technica 

Evem  R  Wall  El  Paso  Electric  54  30  11        Borger,  TX  New  Mexico  State       —  technical 


William  E  Wall  Kansas  Power  &  Light     59  12  11  Seattle,  WA  U  of  Washington  —  legal 

Winston  R  Wallin  Medtronic  61              9  2  Minneapolis,  MN  U  of  Minnesota  —  operatioi 

Sam  M  Walton  Wal-Mart  Stores  69  41  41  Kingfisher,  OK  U  of  Missouri  founder 

Robert  L  Waltrip  Service  Corp  Intl  56  24  24  Austin,  TX  U  of  Houston  founder 

An  Wang  Wang  Laboratories  67  36  36  China  Chia  Tung  PhD  founder 

Earl  Wantland  Tektronix  55  32  12  Bridge,  OR  —  —  operatioi 

John  A  Warren  Scana  62  29  1  Paducah,  KY  Vanderbilt  operatioi 

Lew  R  Wasserman  MCA  74  50  40  Cleveland,  OH  —  —  sales 

Hays  T  Watkins  CSX  61  38  16  Fern  Creek,  KY  Western  Kentucky  MBA  finance 

'Paid  director's  fees  only    2Formerly  American  Can  'Formerly  AZP  Group    ''Succeeded  by  Michael  R  Quinlan.  3/1/87. 
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—Compensation  (000)— 

Rank 

— Stock 

% 

owned — 
mkt  val 
(mil) 

 %  change  

salary  + 
profits  bonus 

stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

sales 
(mil) 

1986 
profits 
(mil) 

employ 
(000) 

— 

— 

$  9 

797 

banks 

192  of  192 

0.08% 

$0.4 

$  412 

$  47.2 

3.5 

10% 

13% 

$11 

— 

AHA 
QUO 

334 

food  distributor 

10  of  24 

6.61 

149.4 

8,187 

200.4 

63.5 

-6 

NA 

18 

— 

AO  7 
OZ  / 

461 

electric  utilities 

6  of  73 

0.10 

2.2 

1,371 

206.1 

5.5 

12 

32 

— 

— 

/  3U 

363 

banks 

54  01  1V2 

0.09 

0.2 

1,035 

52.1 

2.9 

NM 

100 

— 

$203 

A33 

455 

banks 

79  of  192 

0.28 

2.4 

864 

81.9 

5.8 

21 

54 

- 

— 

750 

364 

communications 

19  of  28 

0.00 

0.0 

4,646 

389.2 

22.1 

500  + 

NA 

23 

— 

lyo 

345 

insurance 

23  of  42 

11.80 

611.8 

8,256 

545.5 

22.4 

-7 

13 

— 

— 

536 

electric  utilities 

15  of  73 

0.06 

0.5 

512 

122.7 

2.3 

73 

102 

8 

213 

400 

582 

natural  gas 

13  of  17 

0.08 

0.5 

1,498 

77.8 

3.5 

-3 

7 

— 

— 

1 7C 
Z/3 

728 

conglomerates 

19  of  20 

0.42 

1.0 

1,327 

-164.0 

18.0 

NM 

NA 

- 

— 

348 

689 

computers  &  elec 

26  of  29 

0.80 

24.0 

768 

63.8 

5.6 

85 

9 

46 

— 

1QA 

JB4 

663 

electric  utilities 

33  of  73 

0.06 

1.3 

1,834 

274.6 

8.9 

11 

-12 

— 

337 

QOA 

295 

banks 

4U  ot  iyz 

0.42 

4.0 

827 

70.0 

5.6 

7 

5 

378 

— 

i  Ann 
i,OUU 

108 

financial  services 

1 1  of  1 1 

3.07 

70.8 

2,887 

220.0 

24.3 

48 

NA 

8 

— 

7 1  n 
/  1U 

395 

electric  utilities 

2  of  73 

0.02 

0.5 

1,250 

234.2 

10.1 

-16 

99 

58 

— 

580 

492 

food  distributor 

16  of  24 

0.19 

19.6 

4,144 

479.7 

159.0 

11 

-5 

— 

— 

44U 

621 

food  distributor 

21  of  24 

1.47 

2.6 

1,422 

10.6 

1.9 

15 

14 

34 

— 

1  7  1  Q 

Z,  1  lo 

42 

food  processor 

2  of  23 

2.10 

29.9 

1,504 

50.3 

20.8 

45 

116 

— 

— 

Z48 

756 

banks 

loz  ot  iyz 

8.63 

46.5 

644 

34.4 

4.7 

-61 

-10 

1 

— 

Z66 

741 

electric  utilities 

53  of  73 

0.05 

0.3 

569 

60.5 

2.5 

0 

7 

- 

— 

963 

271 

health 

16  of  32 

0.06 

12.0 

4,129 

675.7 

30.8 

25 

42 

298 

612 

1,752 

94 

banks 

8  of  192 

0.22 

3.3 

988 

1 12.8 

7.3 

25 

16 

35 

— 

70  1 

/ol 

347 

health 

18  OI  51 

U.oz 

I.I 

2,019 

C  1  c 
31.3 

line 
1 1U.3 

-14 

25 

11 

626 

463 

computers  &  elec 

18  of  29 

1.55 

1 1.3 

392 

9.3 

3.4 

NM 

19 

34 

143 

996 

254 

food  processor 

13  of  23 

0.01 

0.4 

5,002 

223.3 

33.8 

15 

NA 

202 

783 

electric  utilities 

68  of  73 

X 

§ 

896 

151.4 

4.6 

-14 

NA 

4 

269 

734 

banks 

170  of  192 

0.04 

0.2 

386 

40.1 

2.5 

18 

6 

84 

1,230 

178 

consumer  products 

6  of  23 

0.22 

4.8 

2,883 

158.7 

36.8 

NM 

68 

429 

962 

273 

retailing 

17  of  38 

0.93 

20.7 

2  AA  1 

lUo.l 

oB.U 

9 

6 

1 

262 

745 

electric  utilities 

55  of  73 

0.01 

0.1 

1,658 

123.8 

6.8 

12 

4 

profits  of  the  firms  surveyed  came  to  $139  billion,  and  their 

executives  made  $808  million.  The  pay  works  out  to  less  than 

of  profits — 0.4%  of  profits  if  stock  gains  are  excluded. 

41 

305 

718 

electric  utilities 

46  of  73 

0.10 

0.6 

318 

95.6 

1.1 

-15 

-7 

280 

726 

natural  gas 

16  of  17 

0.04 

0.3 

1    1  QO 

1,1  yy 

0 1  A 

y  i  .4 

A  C 

4.3 

-3 

19 

379 

665 

health 

28  of  32 

0.09 

1.2 

403 

CIA 

30.4 

4.y 

40 

NA 

24 

349 

686 

retailing 

35  of  38 

8.90 

1,420.7 

1  T  no  A 

lZ,Uzo 

a  cn  i 
43U.  1 

in  c 

1ZZ.3 

37 

0 

34 

692 

413 

consumer  products 

17  of  23 

4.30 

52.8 

264 

41.0 

A  O 

o.y 

17 

34 

405 

646 

computers  &  elec 

22  of  29 

30.80 

868.5 

2,643 

50.9 

31.0 

228 

0 

10 

315 

709 

computers  &  elec 

27  of  29 

0.32 

4.3 

1,352 

39.3 

19.9 

-56 

3 

233 

766 

electric  utilities 

60  of  73 

0.14 

2.0 

1,102 

122.2 

3.9 

8 

27 

30 

589 

487 

leisure  &  recreation 

12  of  13 

6.90 

245.1 

2,441 

155.2 

16.3 

3 

10 

1 

503 

1,557 

114 

surface  transport 

3  of  13 

0.06 

2.6 

6,345 

418.0 

50.5 

NM 

4 

lualized  salary. 

tLess  than  0.01%. 

§Less  than  $100,000.    NA:  Not  available    NM:  Not  meaningful. 
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What  the  Boss  Makes 


Chief  executive 

Age 

— Tenure  (years) — 
with  as 
firm  CEO 

Birthplace 

Under- 
graduate 

Graduate 

uegiee 

Profess 
backgr 

Charles  R  Weaver 

Clorox 

JO 

33 

1 

rwl  1 1  ^1 1  M  J 1 ,  UN 

market! 

Koy  mj  weijer 

f^rpaf  1  aUp<;  Ranrnm' 

'      IL.'I     .   . .  A  1          'ill  H  nl  | 

58 

36 

17 

Ann  Arbor  MI 

banking 

Vj  udit  weigni 

Rpni  Franlrlin  ^Al 

1  'LI  11    1  l.llln.1111  .l^\L 

53 

3 

3 

Salt  Lake  City,  UT 

U  of  Utah 

PhD 

banking 

c,ntnJ  i  WpiII 

ciamora  i  Yveiii 

C^r\m tnprp i a  1  i  tpHit 

V^1,  Ulllllt.  ILItil   L.  1LUI  1 

54  ' 

1 

1 

New  York,  NY 

Cornell 

finance 

waiter  m  weiner 

IxCUUUHL                  1  I  i 1  t\ 

56 

7 

7 

Brooklyn,  NY 

U  of  ^Michigan 

ID 

legal 

bigtnea  Wets 

Weis  Markets 

71 

48 

27 

CpliMCornt/p  PA 
OCllllb£l  U  VC,  I  i\ 

Yale 

retatlin, 

n  Jllti  Li  WcISIIldll 

Ampriran  Mpniral 

52 

17 

1 

Chicago,  IL 

Stanford 

ID 

operatic 

William  1  Wpicc 

A  m  p  ri  t  pr  n 
i  ill'     i 1  '.ii 

58 

36 

3 

Big  Run,  PA 

Pennsylvania  State 

onpratii 

Lawrence  Weissberg 

Hnmpctcail  Financial 

f  1 1  1 1  I  I  L  a  1 1.  .1 11  J  lll.iJILI  Jl 

66 

27 

27 

New  York,  NY 

Kan  If  i  m 

Williarn  I  Weisz 

IVIUIUI  Via 

60 

39 

1 

Marshfield,  WI 

MIT 

technic 

|onn  r  weicn  )t 

General  Electric 

C  1 

j  i 

26 

6 

Peabooy,  IvlA 

U  of  ^Massachusetts 

pun 

technic 

Henry  Wendt 

j  1 1 1 1 1 1 1  r\  1 1 1 1 i  it  i  i\  1 1  i si  1 1 

53 

32 

5 

Neptune  City,  NJ 

Princeton 

marlf  pt 

DnKprt  V  Wpct  Ir 
l\UUtll   V    Ileal  Jl 

T"pQr»rri  Pptrnlpnm 

ItOWlU    1   i.  1  J  '  '  1  L  '  l  1  1  1 

66 

31 

22 

Kansas  City,  ivIO 

U  of  Texas 

PhD 

founder 

Inrli  C  Wpcinn 
JUMI  ,i  *»  tMuil 

Antnmafir  Plata  Prnr 

58 

16 

4 

Brooklyn,  NY 

NYU 

MA 

nnpratir 

X  Cil  V  WtlllJdU 

Wp  1 1  prai  i 

59 

35 

17 

St  Louis  MO 

Westminster  Coll 

m  i  r  I:  p  r 

Leslie  H  Wexner 

Limited 

do 

23 

23 

L-MyiOIl,  vJrl 

wIllO  OIBIC 

foundei 

Vi  t  ill  J^t  11  *v  ey  ei  iicseusei 

\A/pvprhapiiQpr 

V  V  I  VV.  1  11.11  lOLI 

60 

37 

21 

Seattle  WA 

Yale 

product 

WilIU  ^  Whirp  Ir 

TV11I19  C5    WllllC  ll 

Ampnrjn  Plpptin^* 
\I.H  1  IL.II1  LiCClllL 

60 

38 

11 

PnrtQmn'iith  VA 

Virginia  Pnlv  Tn^f 

V  H  KtlUla  1  Ul  V  11191 

MS 

fprnnir 

LUtVillu    W  WIllllCllllHl 

Amprirm  Rranns\ 

\l  [('   1  Iv  .ill    1  >l  .11  IU> 

64 

40 

6 

New  York,  NY 

Columbia 

ma  r  k  pt 

Paul  A  Williv 

I  JUl  I\   Will  J  A 

Pmnivp  nt  Aittpnci 
ClUUllC  \J1  .  \  1 1 1 L  1  1 1.  .1 

48 

20 

8 

Ruffaln  NY 

V  a  I  HcyLKUO    V_  I  '  i  1 

MBA 

n^nlf  im 

UtX  1 1  r\  1 1 1 J 

Joseph  H  Williams 

Williams  Cos 

28 

8 

i  uisa,  utv 

i  aic 

operatu 

Incpnn  T")  W'' i Ilia m c 

IU9CUI1  U  Wlllldlll-S 

Warnpr-1  amnprt 
VvdlllCl    1.  .1 1  I  I  1 '1.  1  I 

60 

37 

2 

WaQihinptnn  PA 

T  I  nf  Mphraclf  a 

marlf  Pt 

Hid!  1% U  L 

Waltpr  P  Williamc 
w  juti  I   w  liiidiua 

Rplnlplipm  Qtppl 
DC  L111C11CI1 1  JlLLI 

58 

36 

1 

T  InlanH  PA 

T  I  nt  T~lpla\A7arp 

\J   Ul   L  ".  l.i\\ 

nnpra  tif 

U1JC1  a  Lll 

Ppfpr  S  Willmnrt 
ri  in  >i  wiiuiiuii 

Parcnn  Pirip  *\pntf 
v  dlbuil  rule  JLUll 

50 

4 

4 

Can  Fra nrisrn  A 

William<!  Poll 

VV  llllalllo  v  .>  '  1  1 

MBA 

fi  n  a  nrp 
iiiiaiitv. 

RrtHprt  fZ  Wilmprc 
IVUUCll  V  '    W  111111  1  N 

Fivct  Pmnirp  Qtatp 
T  J  [  —  L  C1I1U11C  OldLC 

53 

4 

4 

New  Ynrk  NY 

T-Ta  rva  rn 

I  1 .1 1  V  til  u 

Ka  n  If  i  n  i 

1  i  yiee  wtison 

DTD  Mikiofin 

K|K  iNaulSCO 

JO 

13 

3 

Xeaneck,  NJ 

Lafayette  Coll 

admmi 

null  l    W  lliuit,ic  1 

UpTpanti  lp  vtnvpc 

61 

38 

12 

Rrnnlffiplrl  MO 

T  T  nf  ^tl  i QQni iri 

rpta 1 1  i  n 
i  e  l  j  j  1 1 1 1 

W' 1 1 1 1  'j  in  \A7ic n n  t 

W  1 11  ullll    W  l9llUIl.1V 

^Vitco 

62 

45 

15 

RrnnHvn  NIV 

I  I  c\r    1  pvo  c 

il  U  1 1  1 1  1  n 

I  IJIlh,    it  HUM 

I— Inn  t 1  r»  (it  * \n  Rene 

n  ii i  u  1 1 !  l,'  i  ii  i  Daub 

53 

12 

6 

1*  f  rtr>  o  n  \i 
vjC  I  11  ul  I  1  V 

I  I  Frlirtopn 
W  Llhlll^tll 

MBA 

iTi^i  n  Ir  i  n  c 
Lid  1 1 JV 11 1] 

lampc  Wnnn 

Prpat  AAPTpa 
vjICdl  f\C<r    1  Cd 

57 

7 

7 

T"  n  cr  1  fin  H 
1,1  le,itil  iu 

I  niif/hnnrfiiion  f^rill 
LUUgllUUlUUgll  v.L'11 

Tft a i 1 1  n 

Kiinaru  ij  wooa 

£.11  Liny 

37 

14 

Dr-,-;l  IKT 

orazn,  UN 

Purdue 

IVlD  A 

market 

juiiu  r  wuiiuiiiiu.se 

Sysco 

56 

17 

4 

Wilmington,  OL 

Wesleyan 

MBA 

1 1  llilllL  C 

Inhn  W  Wnnrk 

JUIIII    W    W  UUU5 

.  \  1  1  1  >'  1 11 1  I  1  DdllLUip 

cc 

JJ 

17 

15 

Evanston,  IL 

TI  r»f  fhp  Qniifh 
\J  ul  111C  OUUlll 

nanlfint 
l  M 1 1 K 1 1 1 ; 

Mirhapl  W  Wriohf 

i  <  .  1 1. 1 1 J  L  1    W    W  1 1 U,  1 1 1 

Super  Valu  Stores 

49 

10 

6 

Minneapolis,  IvlN 

Tl  r\t  \A  innpCAt  j 
w  UI  IVlilillC&Uld 

m 

legal 

William  Wriolpv 
ft  iiiiaiu  VVllIilCy 

\A7m  \A/ntrlp^f  Tv 
Will  vviigicy  |1 

54 

30 

26 

Chicago,  IL 

Yale 

m  a r If  pf 
1 1 1  til  i\C  I 

wscar  a  wyatt  jt 

Coastal  Corp 

Ol 

31 

31 

Beaumont,  TX 

Texas  A&JVl 

founder 

FTprKprr  1  Ynnna 

11C1UC1 1   *    I  UUIlE 

Gibraltar  Financial 

J  J 

34 

25 

Los  Angeles,  CA 

■iiH  m  inn 
dU  III!  Ill>. 

Inhn  A  Ynnntr 

Hewlett'Packard 

cc 

OJ 

28 

9 

Nampa,  ID 

Oregon  State 

MBA 

I       1 11 11L 

Erwin  Zaban 

r\T^tion3l  Qpnnpp 
.  S  .1 1  HUl.il  OCIVIL.C 

65 

50 

14 

Atlanta    (~*  A 

anmi  n  l  * 

Robert  H  Zalokar 

Pi rc t  VirmnH  Rinlrc 
1  li  .L    \  11^11  11. 1  DdiiKa 

60 

31 

2 

!  1  I  L  ^  [  ■  il  1  L.1  l  .    r\  t 

lj  ui  rvdiibdo 

Ha n  if  i n t 

Ud.lllS.lll  J 

Raymond  Zimmerman 

Service  IVlerchandise 

54 

26 

14 

Ivlemphis,  TTsJ 

foundei 

Richard  A  Zimmerman 

Hershey  Foods 

55 

29 

3 

Lebanon,  PA 

Pennsylvania  State 

operatic 

Selig  A  Zises 

Integrated  Resources 

45 

19 

19 

Brooklyn,  NY 

founder 

Charles  F  Zodrow 

Roadway  Services 

64 

28 

5 

Milwaukee,  WI 

U  of  Wisconsin 

JD 

finance 

Charles  J  Zwick 

Southeast  Banking 

60 

18 

7 

Plantsville,  CT 

U  of  Connecticut 

PhD 

finance 

i   i  rik  rly  Great  Lakes  Federal  Savings  &  Loan.    ^Succeeded  by  F  Ross  Johnson,  1/1/87. 
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-Compensation  (000)- 

Rank 

— Stock  owned — 
mkt  val 
%  (mil) 

— 1986  

 %  change  

salary  + 
profits  bonus 

stock 
other  gains 

total 

among 
800  execs  Industry 

Rank  in 
industry 

sales 
(mil) 

profits 
(mil) 

employ 
(000) 

$27 

— 

$515 

554 

consumer  products 

20  of  23 

0.26% 

$4.1 

$1,089 

$  95.6 

5.4 

11% 

1 7%  % 

8 

$448 

706 

400 

banks 

65  of  192 

NA 

NA 

294 

22.8 

0.8 

62 

8 

— 

— 

272 

732 

banks 

169  of  192 

0.37 

0.3 

485 

14.3 

1.4 

NM 

12 

— 

- 

500 

565 

financial  services 

21  of  21 

0.67 

8.8 

1,105 

45.9 

4.9 

NM 

NA 

— 

— 

661 

435 

banks 

72  of  192 

0.02 

0.4 

1,407 

148.5 

2.8 

22 

13 

14 

— 

367 

674 

food  distributor 

22  of  24 

34.40 

441.7 

1,101 

65.3 

12.7 

9 

8 

— 

— 

650 

442 

health 

23  of  32 

0.53 

8.0 

2,488 

-97.3 

45.0 

NM 

27 

159 

— 

1,089 

219 

telecommunications 

7  of  19 

0.02 

2.7 

9,362 

1,138.4 

76.2 

6 

18 

20 

— 

1,047 

233 

banks 

30  of  192 

39.70 

44.7 

544 

40.4 

0.8 

168 

87 

23 

452 

1,062 

227 

telecommunications 

8  of  i9 

0.17 

13.3 

5,888 

194.0 

92.3 

169 

NA 

38 

2,179 

3,866 

17 

electrical  equipment 

1  of  8 

0.04 

19.6 

35,211 

2,492.0 

325.5 

7 

13 

33 

459 

1,699 

97 

health 

6  of  32 

0.14 

10.0 

3,745 

521.1 

33.3 

1 

23 

10 

— 

535 

533 

oil 

22  of  29 

0.83 

1.2 

1,473 

-124.8 

2.5 

NM 

0 

2 

- 

440 

622 

indus  &.  office  svcs 

9  of  10 

0.33 

11.6 

1,204 

106.0 

19.3 

21 

12 

28 

400 

1,038 

236 

food  distributor 

8  of  24 

4.90 

26.5 

3,482 

31.8 

11.3 

20 

14 

204 

— 

1,135 

205 

retailing 

10  of  38 

29.70 

2,304.2 

3,143 

227.8 

38.4 

57 

3 

10 

765 

355 

construction 

9  of  20 

1.30 

96.6 

7,234 

276.7 

40.3 

38 

27 

10 

563 

504 

electric  utilities 

12  of  73 

0.01 

0.8 

4,843 

507.2 

23.4 

5 

12 

30 

263 

1,390 

138 

conglomerates 

6  of  20 

0.10 

4.8 

6,221 

365.3 

78.6 

-13 

-A 

— 

- 

549 

516 

banks 

99  of  192 

1.15 

1.0 

1,030 

32.5 

3.4 

201 

52 

31 

— 

682 

422 

natural  gas 

9  of  17 

0.41 

4.3 

1,859 

-249.3 

5.7 

NM 

-3 

17 

378 

1,322 

150 

health 

9  of  32 

0.13 

6.6 

3,103 

309.5 

35.0 

NM 

10 

25 

— 

437 

625 

metals 

11  of  12 

0.33 

2.2 

4,333 

-152.8 

37.5 

NM 

NA 

— 

— 

527 

538 

retailing 

27  of  38 

0.66 

2.6 

1,413 

18.7 

25.0 

2 

32 

3 

— 

253 

751 

banks 

178  of  192 

11.00 

27.1 

271 

26.2 

2.0 

18 

0 

348 

204 

2,039 

71 

beverages  &  tobacco 

3  of  11 

NA 

NA 

15,978 

1,064.0 

127.6 

6 

10 

30 

— 

804 

335 

retailing 

19  of  38 

0.21 

3.6 

2,028 

111.1 

22.0 

8 

6 

— 

431 

984 

264 

oil 

12  of  29 

2.30 

21.9 

1,355 

65.2 

8.0 

15 

13 

20 

619 

1,261 

168 

banks 

18  of  192 

1.13 

6.7 

702 

64.7 

4.7 

23 

9 

— 

2,399 

4,279 

12 

food  distributor 

1  of  24 

1.10 

15.1 

6,615 

56.1 

60.0 

10 

4 

447 

1,693 

3,140 

29 

health 

1  of  32 

0.06 

7.4 

3,720 

558.2 

28.6 

8 

23 

— 

32 

489 

575 

food  distributor 

19  of  24 

0.36 

5.7 

3,172 

58.3 

9.9 

16 

120 

— 

132 

617 

472 

banks 

83  of  192 

0.46 

3.0 

524 

61.0 

4.3 

31 

7 

— 

81 

683 

420 

food  distributor 

14  of  24 

0.23 

4.8 

7,905 

91.2 

25.6 

-15 

11 

— 

— 

507 

557 

food  processor 

20  of  23 

25.95 

272.9 

699 

53.8 

5.6 

24 

15 

— 

— 

940 

280 

oil 

13  of  29 

6.90 

112.6 

6,668 

71.6 

16.4 

-50 

12 

— 

— 

551 

515 

banks 

98  of  192 

0.91 

2.0 

1,149 

56.3 

2.5 

45 

30 

87 

364 

1,371 

143 

computers  &.  elec 

7  of  29 

0.14 

20.3 

7,245 

523.0 

83.0 

9 

7 

527 

537 

electrical  equipment 

6  of  8 

4.32 

51.4 

1,283 

71.3 

19.0 

5 

10 

13 

372 

667 

banks 

144  of  192 

0.20 

1.1 

397 

47.7 

3.6 

19 

22 

7 

568 

502 

retailing 

25  of  38 

9.88 

19.3 

2,527 

-46.9 

27.0 

NM 

0 

281 

854 

311 

food  processor 

16  of  23 

0.05 

1.2 

2,170 

132.8 

15.6 

18 

9 

23 

236 

1,267 

166 

financial  services 

13  of  21 

6.40 

12.0 

830 

28.6 

3.4 

-43 

-37 

539 

527 

surface  transport 

13  of  13 

0.27 

3.7 

1,717 

76.5 

22.6 

1 

11 

6 

562 

508 

banks 

93  of  192 

0.64 

4.8 

1,066 

86.5 

7.1 

33 

34 

ualized  salary.    NA:  Not  available.    NM:  Not  meaningful 
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"We  truly  succeed  if  there 

is  no  attack 
and  no  transaction!' 


J.R  Morgans  key  objective  as  a  financial  advisor  and  defense  strategist  is  t( 
forestall  an  unwelcome  approach  in  the  first  place.  Fully  valued  compani 
are  rarely  attacked  or  forced  to  restructure  under  pressure.  So  we  work 
with  you  to  find  and  implement  measures  that  encourage  a  full  valuation 
by  the  market  of  the  company's  stock.  If  a  merger  is  to  your  advantage, 
we'll  help  you  get  the  best  price  at  the  best  terms.  The  point  is,  J.EMorgar 
brings  a  relationship  focus  to  a  transaction -driven  business,  a  philosophy 
that  distinguishes  us  from  other  firms.  We  don't  promote  M&A  transactior 
simply  to  generate  fees,  but  offer  objective  financial  advice  that  serves 
your  best  interests. 


C  !987  j.P  Morgan  &  Co.  Incorporated, 
partctl  (rf  Morgan  Guaranty  Trtut  Company 
:r.rf  Hbei R  Morppn  aibfidisrirs 


JPMorgan 


What  the  Boss  Makes 


Index  of  chief  executives 

Company 

• 

Chiet  executive 

Page 
number 

"<MII]>dll\ 

C  *  \\  \  *i  1  avc/'lltlVP 

V   IIK  I  CaCCUIIVC 

Page 
number 

Abbott  Laboratories 

Robert  A  Schoellhorn 

1 94 

AmSouth  Bancorp 

John  W  Woods 

204 

Aetna  Life  &  Cas 

fames  T  Lynn 

184 

Anadarko  Petroleum 

Robert  J  Allison  Jr 

162 

Affiliated  Bsns  Colo 

T          LI.  1 1 

Leo  Hill 

1  7W 
I/O 

Anheuser-Busch  Cos 

August  A  Busch  III 

loo 

Affiliated  Pubs 

William  u  l  aylor 

inn 

AUI\ 

Patrick  G  Ryan 

1  QA 

HF  Ahmanson 

ixiciidiu  n  1,'ciiii 

1 70 

A  ni  1 11  n  (  1 1  Mi  n  1 1 T  i  •  r 

1  in  Mlltn  l\    V  J1IULI  MILL 

202 

Air  Prods  &  Chems 

Dexter  F  Baker 

1  £.1 

loz 

Apple  Bank 

Jerome  R  McDougal  Jr 

186 

Albertson's 

Warren  E  McCain 

1  QA 

1  o4 

Apple  Computer 

John  Sculley 

Iyo 

Alco  Health  Services 

John  H  Kennedy 

i  on 
1  oU 

Archer  Daniels 

Dwayne  O  Andreas 

162 

Alco  Standard 

Ray  B  Mundt 

l  fiA 
loo 

A  rl  l  l 

/\rKia 

Thomas  F  McLarty  III 

1  QA. 
1  50 

Alexander  &  Alexander 

Tf"»rir»    A   UncTTrni  l  c  If 
Jullil  t\  DU^JIUUa  fl 

164 

Arm  co 

IVUUtl  l  JC  I  > '  'III 

164 

Alexander  &  Baldwin 

1)                   .  •     T     III  ,ll.,r 

Robert  J  rreiiier 

1  01 

Armstrong  World  Inds 

Joseph  L  Jones 

i  on 
loU 

All  1  

Alleghany 

r_„J  Vi-U-, 

rred  M  Kirby 

i  on 
loU 

Asnianu  un 

Jonn  K  Mall 

1  fO 

All  1  _.    1  .1 

Allegheny  Intl 

Oliver  S  Travers 

zuz 

Atlantic  City  Elec 

E  Douglas  Huggard 

I/O 

Allegheny  Power 

Klaus  Bergman 

1  AA 
1 04 

Atlantic  Financial 

uunaiu  i\  v^aiuwcii 

1  OO 

Allegis 

Dipha rH  I  Pprri c 
imui.i  i 1 1  f  rciiio 

172 

V  1 1  i  n  f  5  <  RirhfiplH 

AllalillL  KV 1V1111VIVI 

I  (inwnrk  /\^  Pnnlf 

LUUVVll^fk   1T1         K)\J  x\ 



168 

Allied  Bancshares 

emerald  H  omitn 

1  OA 

iyo 

Automatic  Data  Proc 

Josh  S  Weston 

Allied-Signal 

Edward  L  Hennessy  Jr 

1 78 

Avery  International 

cnaries  L)  iviuier 

186 

Alltel 

Weldon  W  Case 

1  AA 
1  DO 

Avnet 

Anthony  R  Hamilton 

I/O 

Alcoa 

Charles  W  Parry 

1  QQ 

Avon  Products 

Micks  d  waiuron 

im 
zuz 

Amax 

A  1  Ipn  Rnrn 
/V11C11  DUI1I 

164 

R  a  If  pr-  M  iiirnpc 

P  a rnpcf  H  f^l  ark"  Ir 

IltllllL  tL  1  1   v^^ltil  K  Jl 

168 

A  J-Ll 

Amdahl 

John  C  Lewis 

loz 

Rill 

tsaii  v  orp 

Richard  M  Ringoen 

1  QA 

iy4 

Amerada  Hess 

Leon  Hess 

1  7Q 
I/O 

Bally  Manufacturing 

Robert  E  Mullane  Jr 

1  OO 

American  Brands 

Edward  W  Whittemore 

zU4 

Baltimore  Gas  &  Elec 

Bernard  C  Trueschler 

LVjL 

American  Capital 

Jack  D  Burstein 

1  A  A 

1  00 

Banc  One 

John  B  McCoy 

1  QA 
1 84 

A  tti  pn  ri  n  r^nn  1 1  nt*n  t  al 
rvuiciiLdii  v  u  i  n  1 1 1 1. 1 1 1  j  i 

("norlpc  r-T  k  pitino  Ir 
v  ,  1  lil  1  1 ~>  1  1    !\l  illlJlL,  M 

180 

Rjnrn  Pnnnlar  PR 
i * ii  1 1  l  t »  r  u piuoi  i  n. 

D  otip    (    Qrnnn  Tr 
r\iii  tiLi  v  ,i  i  i  i  \  \  1 1  ii 

166 

American  Cyanamid 

George  J  Sella  fr 

1  QA 

iyo 

BancOklahoma 

Leonard  J  Eaton  Jr 

1  ~7C\ 

American  Electric 

Willis  o  wnite  jr 

ZU4 

Bancorp  Hawaii 

Frank  J  Manaut 

1  QA 

lo4 

American  Express 

James  D  Robinson  III 

1  QA 

Bank  of  Boston 

William  L  Brown 

loo 

American  Family 

John  B  Amos 

1  AO 

loz 

Bank  of  New  England 

Walter  J  Connolly  Jr 

1  AQ 
I  DO 

A  rnprwin  fw*>n**ril 
it.  1 11 C  I  lLdU  VJCllCldl 

HarnlH  ^  Hnr»k 
I  li-lU'KJ  o  nuuK 

1 78 

DdllK  Ul    \  t  W  IUIK 

162 

American  Greetings 

Irving  I  Stone 

200 

Bank  South 

Robert  P  Guyton 

1 76 

American  Home  Prod 

11-..,     r>          r    ,  1  i       ■-  1 

(onn  K  Marrord 

200 

BankAmerica 

Alden  W  Clausen 

168 

American  Intl  Group 

Maurice  R  Greenberg 

176 

Bankers  Trust  NY 

AJrred  Bnttain  Ul 

166 

American  Medical 

Walter  L  Weisman 

zU4 

Banks  of  Mid-America 

John  W  McLean 

1  QA 

loo 

American  Motors 

Joseph  E  Cappy 

166 

BanPonce 

Alberto  Paracchini 

188 

American  Natl  Ins 

Orson  C  Clay 

168 

CR  Bard 

Robert  M  McCaiirey 

184 

American  PetroHna 

Kenneth  W  rerry 

188 

Barnett  Banks 

Charles  E  Rice 

192 

American  President 

W  Bruce  Seaton 

1  QA 

tiauscn  &  Lomb 

Daniel  b  din 

If It 

American  Savings 

John  T  Morgan 

186 

Baxter  Travenol  Labs 

Vernon  R  Loucks  fr 

1 82 

A  mi'M  pan  ^  f  3  n  (\  a  rt\ 

William  R  Rr»vH 

1  AA 

Bay Banks 

William  M  Crozier  Jr 

1  AO. 
1  OO 

American  Stores 

Lennie  S  bkaggs 

196 

Bear  Stearns  Cos 

Alan  C  Greenberg 

176 

American  A  el  Si  lei 

James  E  Olson 

188 

Becton,  Dickinson 

iit     _  1  r  TT  

Wesley  J  Howe 

178 

AmeriFirst  Federal 

Thomas  R  Bomar 

164 

Bell  Atlantic 

Thomas  E  Bolger 

164 

Ameritech 

William  L  Weiss 

204 

BellSouth 

John  L  Clendenin 

168 

AmeriTrust 

Jerry  V  Jarrett 

180 

Beneficial  Corp 

Finn  MW  Caspersen 

166 

Ames  Dept  Stores 

Herbert  Gilman 

172 

Benj  Franklin  S&L 

G  Dale  Weight 

204 

Amiac 

Ronald  R  Sloan 

196 

Bergen  Brunswig 

Emil  P  Martini  Jr 

184 

|  Amoco 

Richard  M  Morrow 

186 

Berkshire  Hathaway 

Warren  E  Buffett 

166 

Pajv?p 

L- 

Walter  F  Raab 

192 

Best  Products 

Andrew  M  Lewis 

182 

'•  A.VL& 

Robert  )  Crandall 

168 

Bethlehem  Steel 

Walter  F  Williams 

204 
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Company 

Chief  executive 

Page 
number 

Company 

Chief  executive 

Page 
number 

Beverly  Enterprises 

Robert  Van  Tuyle 

202 

Cigna 

Robert  D  Kilpatnck 

180 

Black  &  Decker 

Nolan  D  Archibald 

162 

Cincinnati  Bell 

Dwight  H  Hibbard 

178 

H&R  Block 

Henry  W  Bloch 

164 

Cincinnati  Financial 

John  J  Schiff 

194 

Boatmen's  Bancshares 

Donald  N  Brandin 

164 

Cincinnati  G&E 

Jackson  H  Randolph 

192 

Boeing 

Frank  A  Shrontz 

196 

Circle  K 

Karl  Eller 

170 

Boise  Cascade 

John  B  Fery 

172 

Citadel  Holding 

Gerald  D  Barrone 

164 

Borden 

Romeo  J  Ventres 

202 

Citicorp 

John  S  Reed 

192 

Borg-Warner 

Clarence  E  Johnson 

180 

Citizens  &  Southern 

Bennett  A  Brown 

166 

Boston  Edison 

Stephen  J  Sweeney 

200 

City  National 

Bram  Goldsmith 

176 

Bowater 

Anthony  P  Gammie 

172 

CityFed  Financial 

Alfred  J  Hedden 

178 

Branch  Corp 

L  Vincent  Lowe  Jr 

182 

Clorox 

Charles  R  Weaver 

204 

Bristol-Myers 

Richard  L  Gelb 
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Raymond  A  Hay 

178 
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rhe  year's  most  exuberant  best- 
seller is  sweeping  across  America! 


le  can't  remember  readers  or  reviewers  ever  having  a  better  time  with  a  book, 
[alcolm  Forbes  succeeds  in  doing  something  that  is  altogether  rare  in  this  world.  He 
as  fun— and  in  Around  the  World  on  Hot  Air  and  Two  Wheels  we  share  it  to  the  hilt. 


^  book  overflowing  with 
xuberance  and  great 

sood  humor.  Malcolm  Forbes, 

A/ner  and  editor  of  Forbes  magazine,  is 
irely  one  of  the  richest  of  men  and 
>ry  likely  the  busiest.  What  he  does 
ith  his  money  is  endlessly  fascinating 
id,  in  a  way,  almost  endearing. .  Now 
2  has  put  together  a  handsome  book 
jlebrating  his  exploits.  Around  the 
'orld  on  Hot  Air  and  Two  Wheels  is 


priced  at  $24.95  and  it's  worth  every 
penny."  —Jeremiah  Tax,  Sports  Illustrated 

'So  overwhelmingly  a 
celebration  of  the  joys  of 

adventure,  as  well  as  an  affirma- 
tion of  the  'good  side'  of  life,  that  the 
reader  is  soon  buoyed  by  its  exuberant 
message:  'Don't  stay  put  when  you  can 
put  foot  into  any  part  of  this  still  whole, 
wide  and  mostly  wonderful  world.'  " 
—Shirley  Horner,  The  New  York  Times 


*A  cross  between  Marco 
Polo  and  Jules  Verne. 

Who  else  in  the  second  half  of  the  20th 
century  would  fly  across  continents  and 
oceans  in  a  brightly-colored  balloon  or 
go  jolting  his  way  on  a  motorcycle 
through  countries  like  China,  Pakistan, 
and  across  North  Africa?  In  this  gor- 
geously illustrated  book  Forbes  tells  why 
and  how  he  did  it  and  why  he  will  pre- 
sumably go  on  doing  it  as  long  as  he  can. 

*A  book  for  the  eye  to 
admire  and  the  mind  to 
marvel  0\jexV-^hnBarkham 

Keviews 


•MUCOLM  FO 

*  i^**  AROUND  THEW 
1  ONHOTAIRAND 
7W0WHEE 


th  250  photographs- most  in  full  color-it's  the  happiest  book  you  can  give.  At  bookstores  now. 

m  ■  mini- 1  Milium  Simon  and  Schuster/ 
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It's  true,  Blue. 

The  time  has  come  for  an  enlightened  organization  like 
you  to  recognize  a  bright  idea  like  the  Philips  Econ-o-watt* 
fluorescent  lamp. 

Just  look  at  what  the  Econ-o-watt  lamp  did  for  one  of 
the  largest  office  buildings  in  Dallas:  By  replacing  their 
standard  fluorescents,  it  saved  them  over  9  cents  per 
square  foot  in  annual  energy  costs.  That's  more  than 
$110,000  a  year. 

Imagine  how  those  savings  would  translate  to 
your  network  of  office  buildings  around  the  country. 
So  come  on.  Have  your  computer  call  our  computer 
at  1-800-631-1259,  Ext.  421.  Something  tells  us  that 
Philips  Lighting  and  IBM  could  be,  er,  compatible. 


IT'S  TIME  TO  CHANGE  YOUR  BULB! 


The  IBM  Building, 
New  York  City 


©1987  NAPIX  —  A  North  American  Philips  Company 


The  Money  Men 


Rich  people  pay  a  minimum  of  $45,000  a 
year  to  have  Bessemer  Group  manage  their 
money.  What  does  the  market  look  like 
from  that  lofty  perch? 

A  family  office 


By  Ben  Weberman 

T|  he  New  York-based  Bessemer 
Group  is  not  your  ordinary 
money  runner.  Since  its  found- 
ing in  1907  it  has  been  a  "family  of- 
fice." That  is,  it  concentrates  on  indi- 
vidual clients  and  offers  them  highly 
personal  service — doling  out  money, 
paying  bills,  giving  financial  and  ac- 
counting advice  in  addition  to  manag- 
ing money.  Until  1974  it  was  largely  a 
Phipps  family  company,  with  90%  or 
more  of  the  assets  under  management 
belonging  to  Phippses,  heirs  to  a  steel 
fortune  established  by  Andrew  Carne- 
gie's partner  at  the  turn  of  the  centu- 
ry. It  still  runs  about  $1.5  billion  for 
the  frequently  feuding  150  Phippses- 
Martins-Guests,  but  also  manages  an- 
other $4  billion  or  so  for  other 
wealthy  people. 

Unlike  money  management  firms 
that  go  after  large  pension  fund  ac- 
counts, Bessemer — named  for  the  fur- 
naces that  created  the  wealth  in  the 
first  place — is  and  prefers  to  remain  a 
service  dedicated  to  keeping  wealthy 
people  wealthy.  No  mean  task  in  a 
time  of  inflation/deflation,  wildly 
fluctuating  markets  and  bewildering 
economic  change. 

Bessemer 's  first  money  was  $75 
million,  proceeds  of  the  sale  of  the 
Carnegie  company  to  f.P.  Morgan  in 
1904.  Even  with  disbursements,  es- 
tate taxes,  wars  and  depressions,  that 
$75  million  has  become  the  $1.5  bil- 
lion Phipps  family  holdings.  That 
works  out  to  an  annual  return  for  the 
Phippses  of  3.8% — not  bad,  consider- 
ing the  estates'  long  lives. 

Bessemer  is  actually  a  group  of  trust 
banks  in  New  Jersey,  New  York,  Flor- 


ida and  the  Cayman  Islands.  The 
management  outfit  is  still  owned  by 
Phipps  heirs,  but  the  active  manage- 
ment, headed  by  John  Whitmore,  par- 
ticipates in  a  phantom  stock  plan. 
The  plan  is  lucrative  enough,  the  fees 
sufficiently  fat,  to  enable  Bessemer  to 
attract  and  keep  top  money  managers. 

You  can  almost  smell  money  when 
you  enter  the  door  to  the  trust  compa- 
ny in  Rockefeller  Center.  The  recep- 
tionist sits  in  front  of  a  portrait  of  the 
original  Henry  Phipps.  The  offices 
would  do  as  a  movie  set  for  a  story 
about  old  money — wood  paneling, 
thick  carpets,  the  works. 

Before  you  consider  taking  your 
money  to  Bessemer,  understand  that 
this  is  an  outfit  for  the  medium  rich 
and  the  big  rich,  not  the  little  rich. 
Minimum  account  is  $5  million. 
Minimum  fee  for  securities  manage- 
ment is  $45,000,  plus  0.6%  on  any- 
thing over  $5  million.  Bill  paying,  es- 
tate planning  and  executing  and  tax 
work  is  extra.  For  investments  in  real 
estate,  the  charge  is  5%  on  the  first 
$500,000,  4%  on  the  next  $500,000 
and  3%  on  the  next  million. 

But  even  if  you  don't  have  $5  mil- 
lion, wouldn't  you  like  to  know  what 
kind  of  advice  people  get  who  do  have 
$5  million?  If  so,  read  on. 

Bessemer  claims  its  equity  funds 
compounded  at  20%  a  year  over  the 
past  ten  years,  putting  the  firm  in  the 
top  3%  of  the  best  managers  as  mea- 
sured by  SEI  Corp. 

In  July  1986  Bessemer  managers  cut 
back  on  bonds  for  their  accounts — the 
right  move,  but  a  bit  early — and 
stepped  up  the  purchase  of  such  cycli- 
cal stocks  as  Deere,  Monsanto  and 
General  Signal.  Being  early  in  switch- 


ing out  of  bonds  and  into  cyclicals 
penalized  Bessemer's  performance  ir 
the  third  quarter  of  1986,  but  the  cy 
clicals  are  now  doing  well,  and  the 
bond  market  has  slumped. 

Bessemer  walks  a  judicious  line  be 
tween  individual  treatment  for  its  cli 
ents  and  running  a  consistent  polic) 
for  all  clients.  It  buys  the  same  stocks 
in  identical  proportion  for  all  portfo 
lios  unless  constrained  by  a  legal  oi 
personal  circumstance. 

Under  Chief  Executive  Whitmore, 
Bessemer's  investment  policy  com- 
mittee meets  every  Wednesday.  It  dis 
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Bessemer  Group 's  John  Whitmore 
Where  new  money  meets  old  money 


cusses  asset  allocation  and  economic 
trends  but  does  not  discuss  individual 
stocks.  These  are  selected  by  the  re- 
search committee,  which  meets  a  day 
earlier. 

From  this  process,  some  smart  deci- 
sions have  been  made.  Bessemer  put 
15%  of  its  clients'  equity  money  into 
international  stocks  starting  in  1985, 
raising  this  to  25%  in  1986;  currently 
it  remains  at  25%.  In  going  interna- 
tional, Bessemer  was  somewhat 
ahead  of  the  crowd  and  reaped  big 
rewards  in  1985  and  1986  when  for- 
eign markets  far  outpaced  New  York. 


Right  now  Bessemer  is  overweighted 
in  English  and  Spanish  stocks  and  un- 
derweighted  in  Japanese  stocks. 

This  underweighting  is  deliberate. 
Whitmore  and  his  colleagues  feel  the 
Japanese  market  is  greatly  overvalued 
in  relation  to  the  U.S.  market  at  the 
current  value  of  the  yen.  He  and  his 
colleagues  feel  this  will  eventually 
lead  to  a  switch  of  Far  Eastern  money 
into  the  U.S.  market  .and  out  of  the 
Japanese,  giving  support  to  the  U.S. 
market. 

Which  U.S.  stocks  does  Bessemer 
like?  Most  of  the  equity  portfolio  is 


invested  in  so-called  core  equities 
such  as  General  Electric,  Eastman  Ko- 
dak, Loews,  ITT,  Raytheon  and  Sea- 
gate Technology. 

What  do  these  core  equity  holdings 
have  in  common?  Relatively  low 
price/earnings  ratios  and  a  breakup 
value  that  Bessemer  feels  is  well 
above  the  current  market  price.  This 
emphasis  on  low  P/Es  and  high  asset 
value  reflects  both  the  nature  of  the 
firm  and  the  philosophy  of  the  head  of 
the  stock  selection  committee,  Stan- 
ley Nabi. 

Nabi,  56,  previously  spent  12  years 
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as  research  director  at  Lazard 
f  rcres  &  Co.  He  hews  to  the  Ben 
Graham  line,  usually  buying 
stocks  selling  below  adjusted 
book  value  and  selling  them 
when  they  rise  to  a  premium 
over  book.  "I  am  definitely  not  a 
closet  indexer  or  a  market  tech- 
nician/' he  says. 

Bessemer's  recent  perfor- 
mance owes  much  to  Nabi's 
preference  for  stocks  that  look 
cheap  in  relation  to  liquidation 
value,  a  preference  that  put  Bes- 
semer right  in  tune  with  market 
trends  in  the  past  few  years. 
Nabi  traces  his  value  orienta- 
tion to  his  days  at  Lazard;  his 
employer  wanted  corporate  fi- 
nance ideas  and  insisted  that 
breakup  values  be  worked  into 
every  study.  "What  we  look  for 
is  a  safety  net  in  every  stock  we 
buy,"  says  Nabi. 

He  reasons  that  stocks  with 
superhigh  price/earnings  ratios 
don't  have  much  of  a  net  under 
them  if  earnings  were  to  hesi- 
tate or  fall.  "It  is  silly  to  think 
that  any  company  will  grow  at 
20%  a  year  into  infinity.  Deter- 
mining breakup  provides  a  safe-   

ty-net  value  if  things  go  wrong.  We 
make  it  a  practice  to  measure  the  risk 
in  any  forecast,  and  only  after  cover- 
ing all  that  can  go  wrong  do  we  mea- 
sure the  potential  for  improvement." 

There's  a  strong  emphasis,  too,  on 
skepticism.  Says  Nabi:  "I  took  100 
companies  at  random  this  year  of 
those  that  reported  earnings  in- 
creases. The  average  gain  was  1 7.3% .  I 
personally  broke  down  the  earnings 
reports  of  each  and  discovered  that 
only  7%  of  the  17.3%  came  from  op- 
erations. The  rest  was  from  a  slew  of 
nonrecurring  factors."  Nabi,  of 
course,  discounted  the  nonrecurring 
income. 

Says  Nabi:  "As  soon  as  I  came 
aboard,  I  started  getting  rid  of  high- 
P/E  stocks  with  little  fundamental 
values.  I  recently  made  a  calculation 
of  our  main  portfolios.  The  pri- 
ce/earnings ratio  is  about  16  times  in 
a  market  selling  at  18.5  times." 

Nabi  talks  about  his  core  stocks: 

•  Loews  Corp.,  selling  at  60,  will 
earn  a  minimum  of  $6  to  $7  a  share 
this  year,  he  predicts.  Its  breakup  val- 
ue includes  $42  a  share  of  CNA  Insur- 
ance and  $11  a  share  of  CBS.  That 
accounts  for  $53  a  share  of  the  $60 
market  value.  That  means  a  stock- 
holder gets  Lorillard,  Loews  Hotels, 
Bulova  and  the  investment  portfolio 
for  $7  a  share. 

•  ITT.  For  the  first  time  in  its  histo- 
ry its  long-term  debt  is  about  25%  of 


Bessemer  client  Donald  Regan 
Ignorance  was  bliss. 


Dennis  BratkBlji^k  Mjr 


equity,  selling  at  less  than  10  times 
this  year's  earnings.  Hartford  Insur- 
ance is  throwing  off  considerable 
earnings  and  Rayonier  is  in  the  black. 
Any  way  you  look  at  this  stock,  he 
says,  it  is  worth  90,  and  it  has  been 
selling  in  the  low  50s. 

•  UAL,  Inc.,  now  called  Allegis 
Corp.,  is  another  core  holding.  Nabi 
thinks  the  stock  is  worth  at  least  90  as 
against  a  market  price  of  71.  Even  if 
the  company  were  to  earn  zero,  the 
cash  flow  would  still  be  $18  a  share, 
Nabi  says. 

•  Becton,  Dickinson  and  Co.,  the 
most  recent  addition  to  Bessemer's 
core  equity  portfolio,  was  purchased, 
Nabi  says,  because  its  stock  was  sell- 
ing low  on  the  basis  of  an  old,  out- 
moded reputation.  The  company  has 
sold  off  cyclical,  industrial  activities, 
formerly  almost  15%  of  total  activity. 
It  is  buying  back  its  own  stock.  Its 
investment  in  Deseret  Medical  Prod- 
ucts looks  as  if  it  is  about  to  pay  off. 
The  price  of  5 1  Vi  a  share  represents  a 
significant  discount  to  the  health  care 
industry  and  a  minor  discount  to  the 
total  market. 

Like  most  other  investors,  Besse- 
mer was  disappointed  last  year  in  the 
performance  of  the  emerging  growth 
stock  part  of  its  portfolio,  which  con- 
stitutes 8%  to  10%  of  the  total.  But  in 
1987  the  smaller  growth  companies 
are  doing  better.  In  this  group  Besse- 
mer owns  such  stocks  as  Convergent 


Technologies,  Family  Dolla 
Stores,  Alcide  Corp.  and  Stan 
ford  Telecom.  After  being  dowr 
as  much  as  18%  in  the  thirc 
quarter  of  last  year,  the  small 
company  portfolio  is  now  aheacj 
16%.  Nabi  feels  that  smal 
growth  stocks  will  go  to  a  con 
siderable  premium  over  the  av| 
erages;  currently  they  sell  aj 
P/Es  not  far  from  the  market 
averages. 

What  does  Bessemer  think  oi 
the  market  now?  It  is  getting 
cautious  but  not  panicky.  Say? 
Nabi:  "My  intent  is  to  move  tq 
23%  cash  in  equity  accounts. " 
Bonds?  Nabi  says:  "We  assume 
that  bonds  will  not  increase  iri 
value  but  will  return  the  cou 
pon  only."  In  short,  he's  now 
buying  them  for  yields  only 
whereas  a  few  years  ago  he! 
bought  bonds  for  appreciatior 
as  well. 

Nabi  wrote  in  an  Apr.  6  in 
vestment  strategy  paper:  "Selec 
tion  of  stocks  [for  1987]  will  be 
based  strictly  on  visible  funda^ 
mentals,  including  a  strong  bal- 
ance sheet,  earnings  momeni 

  turn,  cash  flow  and  a  defensible 

price/earnings  ratio.  The  non-U. S 
portfolio  will  witness  a  further  reducj 
tion  in  the  Japanese  market,  where 
valuations  have  become  excessive. 

Does  he  expect  a  crash?  No,  but  he 
thinks  a  powerful  dip  could  happen. 
Says  he:  "Given  the  international 
problems  and  the  sluggish  U.S.  ecoj 
nomic  growth,  we  will  not  have  conj 
ditions  that  sustain  a  15%  to  17% 
earnings  expansion  that  justifies  curl 
rent  market  levels.  Over  the  next  13 
to  18  months,  stock  prices  should  be 
stable,  although  they  could  fall  ofi 
15%  to  18%.  Barring  a  serious  reces 
sion,  prices  will  not  fall  as  much  as 
25%,"  Nabi  says. 

Some  very  smart  people  are  bet- 
ting that  Stanley  Nabi  knows  what 
he  is  doing.  Bessemer  numbers 
among  its  non-Phipps  customers 
Donald  Regan,  former  chief  of  stafl 
in  the  White  House.  On  his  CabineJ 
appointment  in  1981  as  Treasury 
Secretary  to  President  Reagan,  Regan 
entrusted  his  personal  estate  to  Bes- 
semer. In  order  to  avoid  even  an 
appearance  of  conflict  of  interest, 
Regan  chose  not  even  to  know  where 
his  money  was  being  invested.  Now 
that  he  has  returned  to  private  life, 
Regan  continues  to  leave  his  money 
in  Bessemer's  hands.  So  does  Henry 
Kaufman,  Salomon  Brothers'  econo- 
mist, and  James  Freeman,  a  First 
Boston  managing  director.  New 
money  meets  old  money.  ■ 
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Vhat  can  you  expect  from 

he  new  LaserJet  Series  II  Printer? 


Everything. 

Because  the  LaserJet  Series  II 
Printer  from  Hewlett-Packard  is 
the  product  of  experience . 
It's  a  second  generation 
printer  from  the  company 
with  the  world's  largest 
installed  base  of  laser 
pnnters. 

Whatever  your  company's  needs, 
the  LaserJet  Senes  II  will  deliver  the 
performance  you  expect,  at  up  to 
8  pages/minute. 

Take  a  simple  memo  like  the  Soup 
letter  we  created  with  Microsoft  Word. 
As  you  can  see,  you  can  print  in  a 
variety  of  formats  and  type  styles  with 
our  wide  selection  of  LaserJet  fonts. 

Or  you  can  create  a  sophisticated 
combination  of  text  and  graphics.  With 
additional  plug-in  memory,  you  can  also 
produce  full-page  300  dpi  graphics,  like 


our  Nuts  form  shown  below,  To  do  this, 
we  used  HP's  new  ScanJet  desktop 
scanner,  Microsoft  Windows  and 
Pagemaker^  from  Aldus. 

With  support  by  more  than  500  of 
the  most  popular  software  packages, 
the  LaserJet  Series  II  Printer  can  pro- 
duce whatever  type  of  business  docu- 
ment you  need.  And  LaserJet  Series  n 
works  with  all  popular  PCs. 

In  fact,  only  the  pnce  is  unexpected 
—starting  as  low  as  $2495* 

For  the  authorized  dealer  nearest 
you,  call  us  at  1  800  367-4772, 
Ext.  900A. 


HEWLETT 
PACKARD 

Business  Computing  Systems 


Microsoft  is  a  registered  trademark  of  Microsoft  Corp  Pagemaker  is  a 

U  S  registered  trademark  of  Aldus  Corporation 

•Suggested  U  S  list  price  ©  1987  Hewlett-Packard  Co  PE12701 
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On  the  Docket 


With  judicial  imperialism  out  of  hand,  we 
need  auditoriums,  not  mere  courtrooms, 
to  hold  hordes  of  lawyers  and  spectators. 

Astrodome, 
anyone? 


By  Deirdre  Fanning 


W'hen  the  Washington  Public 
Power  Supply  System  de- 
faulted in  1983  on  $2.25  bil- 
lion in  nuclear  power  construction 
bonds,  armies  of  eager  lawyers  de- 
scended on  the  compa- 
ny, plaintiffs  in  tow.  But 
in  Tucson,  Ariz.,  where 
the  federal  trial  will  be 
held  in  September  1988, 
some  of  those  lawyers 
are  currently  doing  a 
brisk  sideline  business 
in  work  more  commonly 
associated  with  real  es- 
tate agents.  They  are 
scouring  the  city  in 
search  of  rental  space  big 
enough  to  hold  every- 
body in  the  trial.  So  far 
the  searchers  have  con- 
sidered— and  rejected — a 
onetime  pornographic 
movie  house,  an  aban- 
doned Catholic  church, 
a  Masonic  temple  and 
several  warehouses.  The 
search  continues. 

With  megabuck  litiga- 
tion comes  the  headache 
of  finding  gymnasium- 
size  rooms  able  to  hold 
the  legions  of ~  lawyers, 
witnesses,  jurors  and 
judges  that  will  be  pres- 
ent for  the  trial. 

What  with  the  sums 
involved  and  the  media 
attention,  courtrooms 
are  becoming  theaters. 
This  is  mostly  a  new 
problem.  "Most  of  the 
cases  that  big  never  ac- 


tually got  to  the  trial  stage,"  notes 
securities  lawyer  Richard  Greenfield 
of  Haverford,  Pa.'s  Greenfield  &  Chi- 
micles.  But  those  days  now  seem  as 
quaint  as  the  era  of  Clarence  Darrow. 

Supersize  lawsuits  started  prolifer- 
ating in  the  1970s  with  the  govern- 


ment's antitrust  actions  again? 
AT&T  and  IBM,  but  things  really  bi 
gan  to  deteriorate  in  1981,  when  sei 
eral  lawsuits  brought  by  asbestQ 
manufacturers  against  their  insuranc 
companies  were  consolidated  int 
one  huge  trial  in  San  Francisco.  N| 
sooner  were  the  actions  consolidate 
than  the  parties  involved  discoverej 
that  San  Francisco's  state  courthoua 
was  simply  too  small  to  hold  the  moij 
than  100  lawyers  expected  at  the  thai 
After  five  months  of  scouting  ol 
gyms  and  theaters  in  the  city,  th 
search  committee  of  lawyers  finalli 
settled  on  a  high  school  auditorium. 

Then  came  the  renovations.  "Th 
auditorium  had  a  stage  with  a  6-foo 
drop,  so  we  had  to  remodel,"  explain 
Robert  Draper,  an  attorney  at  Los  An 
geles'  O'Melveny  &  Myers,  who 
involved  in  the  trial.  Four  months  an 
some  $250,000  later,  the  remodels 
auditorium  boasted  not  only  cham 
bers  for  the  judge  and  court  clerks  bui 
also  rows  of  counsel  tables — eacl 
equipped  with  electronic  buzzer 
reminiscent  of  television  gam 
shows.  The  idea  was  that  whenever 
lawyer  got  an  idea  for  an  objection  o 
point  of  order,  he  would  push  the  but 
ton  and  a  light  wouli 
flash  on  the  judge's  desk 
identifying  which  of  thi 
throng  before  him  want 
ed  to  speak. 

Everywhere  one  look: 
these  days,  huge  casei 
are  rolling  inexorably  to( 
ward  trial.  In  Richmond) 
Va.,  A.H.  Robins  is  fac 
ing  a  wave  of  litigation 
over  the  effects  of  itj 
Dalkon  Shield,  whil« 
G.D.  Searle  &  Co.  bat 
ties  similar  litigation  na 
tionwide  involving  id 
intrauterine  device.  Ir| 
Boston  alone  there  art 
more  than  4,000  asbesi 
tos  cases  pending  againsi 
various  manufacturers 
of  asbestos. 

Enter  Martin  Erim 
president  of  New  York's 
American  Legal  Sys- 
tems, a  litigation  data- 
base company,  whc 
plans  to  open  a  business 
leasing  space  in  various 
cities  for  major  trials. 
"In  the  next  five  years 
there  will  be  enough 
large  litigation  in  the 
toxic  chemical  waste 
area  that  we  could  rent 
space  on  a  regional  ba- 
sis," he  says  happily.  It's 
an  ill  wind.  .  .  .  ■ 
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Advantage  BNP  in  Europe. 


As  the  top-ranking  European  bank  firmly  established  among  the  world  s 
( aders,  BNP  offers  you  the  power  and  efficiency  of  its  worldwide  network. 

With  offices  in  76  countries,  BNP  monitors  major  world  markets  24  hours 
day,  gathering  and  analysing  up-to-the-minute  data  in  the  service  of  its  clients. 

With  a  specialized  international  teleprocessing  faculties  and  one  of 
urope  s  most  advanced  trading  rooms,  BNP  provides  optimal  solutions  based  on 
st  reactions  and  market  knowledge. 

For  financing  major  projects,  establishing  export  _    _  _ 

redits  or  for  access  to  the  money  markets,  BNP  enables  you  to  I  |  m  ,m "  M  ?j§ 
ke  full  advantage  of  the  very  best  commercial  opportunities.  ======= 


>anque  Nationale  de  Paris.W)rk  I  banking  is  our  business. 


Numbers  Game 


Keeping  two  sets  of  books  on  executive 
stock  options  can  pay  off  big  when  the 
accountants  cooperate. 


"Better  than  free" 


By  Laura  Jereski 


I'f  you  knew  a  way  to  get  a  hefty 
tax  deduction  without  spending  a 
ipenny,  would  you  do  it? 
Of  course.  And  so  would  companies 
like  Capital  Cities/ABC,  Whirlpool 
and  FMC,  all  of  which  have  lately 
amended  their  stock  option  plans 
to  take  advantage  of  an  opportunity 
inadvertently  opened  up  by  the  Tax 
Reform  Act  of  1986. 

The  opportunity  arises  in  the  ac- 
counting treatment  of  stock  op- 
tions, a  subject  that  the  Financial 
Accounting  Standards  Board  has 
been  wrestling  with  unsuccessfully 
for  years.  Under  current  accounting 
rules,  companies  get  to  calculate 
the  cost  of  stock  options  differently 
on  their  shareholder  books  than 
they  do  on  their  tax  books.  Let's  say 
that  an  option  is  granted  to  an  exec- 
utive while  his  company's  stock  is 
selling  for  $10.  The  option  allows 
the  executive  to  buy  stock  at  $10 
per  share.  He  exercises  that  option 
a  year  later  when  the  stock  is  sell- 
ing at  $20  a  share. 

The  IRS  says  the  company  has  giv- 
en the  executive  something  worth 
$10,  and  so  allows  the  firm  a  $10 
deduction.  But  in  complying  with 
current  accounting  rules,  companies 
are  simultaneously  permitted  to  show 
in  their  annual  reports  that  the  cost  of 
those  options  was  zero.  The  logic: 
that  the  cost  is  equal  to  the  difference 
between  the  exercise  price  on  the  op- 
tion and  the  price  of  the  stock  when 
the  option  was  issued.  That,  of  course, 
is  generally  nothing.  So,  says  Virgil 
Hare,  head  of  compensation  and  bene- 
fits at  FMC,  "options  are  better  than 


free.  There's  no  cash  outflow,  and  you 
get  a  tax  deduction  when  they  are 
exercised." 

But,  obviously,  these  stock  option 
plans  must  be  costing  someone  some- 
thing. Though  all  taxpayers  collec- 
tively pay  in  the  end  because  individ- 
ual corporate  taxpayers  get  a  deduc- 


Cha*.  B  Mackm. 


tion  that  lowers  their  own  taxes,  the 
immediate  losers  are  the  company's 
shareholders,  who  suffer  dilution  in 
their  shares  when  the  options  are  ex- 
ercised and  turned  into  more  shares 
outstanding.  In  theory,  the  sharehold- 
er is  compensated  for  this  by  reaping 
the  benefits  that  come  from  having 
his  company  managed  by  executives 
who  are  stockholders  themselves — 
and  thus  motivated  to  get  its  stock 
price  up.  But  in  the  meantime,  under 
current  accounting,  companies  re- 
main free  to  give  away  their  share- 
holders'  money  by   diluting  their 


stock,  while  also  getting  a  tax  dedu 
tion  sweetener  from  the  IRS  tossed  i 
The  tax  act  makes  stock  optioi 
even  juicier  for  corporations,  in 
unintended  way,  by  cutting  the  t 
benefit  for  so-called  incentive  stoc 
options — traditionally  treated  as 
capital  gain  to  the  recipient,  but  n 
permitted  as  a  deduction  to  the  cor 
pany.  As  a  result  of  tax  reform,  ince: 
tive  options  now  get  treated  as  ore 
nary  income  the  same  way  that  ore 
nary  incentive  plans  do,  thus  givii 
companies  a  powerful  reason  to  r 
write  option  arrangements. 

Scores  of  firms  like  Capital  Ci 
ies/ABC,  Whirlpool,  Deluxe  Chec 
Printers,  Kollmorgen  and  FMC  are  d 
ing  just  that  to  reap  millions  of  dollai 
in  tax  savings.  At  FMC  the  chang 
over  could  mean  a  tax  gift  worth  an 
where  from  $6  million  to  $14  millio 
depending  on  how  the  stock  itself  pe 
forms  and  how  many  executives  exe 
cise  their  options. 

But  since  the  executives  are  losii 
the  advantage  of  capital  gains  treai 
ment  on  their  incentive  option  gain 
some  companies  are  also  giving  thej 
cash  and  stock  bonuses  to  make  tlj 
transition  more  palatable.  That 
turn  has  upset  the  FASB.  In  April  tl 
board's  Emerging  Issues  Task  Ford 
in  declared  that  offering  executives 
combination  of  stock  and  cash  tri. 
gers  nine-year-old  accounting  rub 
that  require  treating  such  benefi 
as  corporate  expenses.  The  comp 
nies  would  have  to  expense  n^ 
only  the  cost  of  the  cash  bonuse 
but  also  the  value  of  the  option  i 
the  executive  when  the  bonus 
linked  to  exercising  the  stock  o] 
tion.  In  other  words,  the  accouni 
ing  books  would  suddenly  loq 
more  like  the  tax  books. 

When  you're  used  to  gettir 
something  for  nothing,  you  don 
give  it  up  easily.  So  Michael  Wa 
ters  and  Peter  Chingos,  the  wel 
known  compensation  experts 
Peat  Marwick,  came  up  with  a  wa 
to  preserve  the  free  lunch.  The 
suggested  simply  paying  the  bonu 
es  so  that  they  would  not  be  linke 
with  the  stock  option  plans. 

You  get  the  idea.  "Here's  a  bom 
for  you,  just  because  we  like  you 
Wink.  Wink.  "And  by  the  way, 
member  you  won't  be  getting  any  d 
duction  on  your  stock  options." 

Sounds  like  sophistry?  "Oh, 
question  about  it,"  says  David  Swii 
ford,  a  compensation  consultant  wit 
Towers,  Perrin,  Forster  &  Crosb 
"But  many  of  the  practices  of  execi 
tive  compensation  are  based  on  leg; 
and  tax  issues,  not  necessarily  a 
what  makes  the  most  sense."  ■ 
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"Dress  rehearsal!' 


\fter  a  career  of  running  a 
louse,  Marie-Claude  Holz- 
•erger  decided  to  run  her  own 
•usiness,  "Marie-Claude."  Her 
•ne-of-a-kind,  hand-painted 
ilk  originals  are  show-stoppers 
in  many  a  woman's  wardrobe. 


For  Marie-Claude  Holzberger  of 
Millbrook,  New  York,  it's  the  beginning 
of  a  new  lifetime.  New  lifetimes  are 
lived  with  Modern  Maturity,  the  maga- 
zine of  mature  America.  Modern  Ma- 
turity's circulation  right  now  is  15.8 
million,  up  incredibly  from  last  year's 


13  million.  For  mature  America, 
this  is  the  life  of  their  time,  the 
time  of  their  life,  and  they  live 
it  with  Modern  Maturity.  For 
information  on  advertising  to 
mature  America,  please  call 
Peter  Hanson  at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


Information. 
Overpowering  Force?  Or  Powerful 
Resource? 


In  today's  fast-paced,  high-tech 
business  world  information  comes 
with  no  guarantees.  It's  either  use  it, 
or  lose  it.  So  how  well  you  manage 
information  can  very  well  be  the 
difference  between  business  as  usual 
and  unusually  good  business.  And  that's 
where  we  come  in.  With  the  kind  of 
end-to-end  expertise  most  companies 
cant  offer. 

At  Bell  Atlantic,  we  can  show  you 
how  to  put  information  to  work.  How 
to  gather  it.  Sort  it.  Organize  it.  How  to 
get  it  to  the  right  people.  Apply  it  to 
the  tough  problems.  And  use  it  to  gain 
the  edge.  With  everything  from  local 
telephone  to  mobile  communications, 
voice/data  networks  to  software 
and  computer  maintenance,  informa- 
tion systems  to  equipment  leasing 
and  financing,  we  can  put  it  all  together. 

We're  an  integrated  family  of 
companies  offering  a  broad  range  of 
solutions  to  your  information  and 
communications  needs.  And  with  our 
unmatched  record  of  innovation, 
reliability  and  experience  in  moving 
formation,  we  can  put  the  full  power 
information  within  your  grasp. 
For  more  information  about  the 
Bell  Atlantic  companies,  call  toll-free 
1-800-621-9900. 


Bell  Atlantic 


LOCAL  TELEPHONE  AND  MOBILE  COMMUNICATIONS 

Bell  of  Pennsylvania  •  C&P  Telephone  • 
Diamond  StateTelephone  •  New  Jersey  Bell  • 
Bell  Atlantic  Mobile  Systems 

INFORMATION  AND  COMMUNICATIONS  SYSTEMS 

Bell  Atlanticom™  •  Bell  Atlantic  Business 
Supplies  •  A  Beeper  Company  •  CompuShop"  • 
Bell  Atlantic  Business  Center  •  MAI  Canada  • 
Telecommunications  Specialists,  Inc. 

COMPUTER  MAINTENANCE  AND  SOFTWARE 

Sorbus"  •  Technology  Concepts,  Inc.  • 
Electronic  Service  Specialists,  Ltd. 

DIVERSIFIED  FINANCIAL  SERVICES 

Bell  Atlantic  TriCon  Leasing »  Bell  Atlantic 
Systems  Leasing  •  Bell  Atlantic  Properties 


Marketing 

Edited  by  Jeffrey  A.  Trachtenberg 

Pet  is  a  grand  name  in  evaporated  milk, 
but  that  was  a  no-growth  market.  Diversifi- 
cation with  a  tight  focus  did  the  trick. 

Take  the  high 
ground 


By  Jerry  Flint 


Some  people  make  a  lot  of  some- 
thing and  price  it  low.  Old  Hen- 
ry Ford  got  rich  that  way  with 
his  Model  T.  Others  keep  it  scarce  and 
sell  high.  Galanos  gets  rich  that  way 
with  his  dresses.  Over  at  Pet  Inc.  (a 
subsidiary  of  Chicago-based  IC  Indus- 
tries), the  food  conglomerate  that  still 
makes  evaporated  milk,  they  have  an- 
other idea:  Put  together  high  volume 
with  high  prices. 

The  trick  has  been 
creating  a  marketing 
strategy  that  will  al- 
low Pet  to  do  that  for 
food.  "It  all  boils 
down  to  this:  what 
you  can  do  to  differ- 
entiate a  product  and 
make  the  consumer 
willing  to  pay  the  pre- 
mium," says  Ray 
Morris,  the  president 
of  Pet. 

Nice  trick.  How  do 
you  pull  it  off?  Pet  is 
heavily  into  the  niche 
at  the  high  end  of  the 
market,  a  high-quali- 
ty image  that  brings 
top  prices  and  higher 
margins.  And  it  is 
pushing  foods  that 
have  a  slight  foreign 
accent,  but  in  the  Pet 
way.  "How  many  fet- 
tuccine Alfredos  are 
there  on  the  shelf? 
And  white  clam 
sauces?  And  carbo- 
naras?"  asks  Morris. 


"That's  what  sets  us  apart.  We  cap- 
ture the  imagination  of  the  consumer 
by  telling  her  that  by  buying 
Progresso  Alfredo  sauce,  Progresso 
fettuccine  noodles,  Progresso  grated 
Parmesan  and  Progresso  olive  oil,  she 
can  make  fettuccine  Alfredo  as  good 
as  that  in  any  Italian  restaurant." 

One  small  problem.  Pet's  competi- 
tion in  foods  is  some  of  the  toughest 
in  the  world:  Campbell's  in  soup; 
Chesebrough-Pond's  in  spaghetti 
sauce  (Ragu);  RJR  Nabisco  in  Mexican 


Ray  Morris,  president  of  Pet  Inc. 
He  asks  more  .  .  .  and  gets  it. 


(Ortega).  Yet  Pet's  Old  El  Paso  Mex) 
can  brand  now  commands  31% 
that  $650-million-and-growing  ma 
ket  in  the  U.S.  And  Pet  is  pushing  in 
that  $2-billion-plus  Italian  food  maj 
ket  with  its  recently  acquire 
Progresso  label. 

All  the  more  reason  for  Pet's  a] 
proach  to  its  ethnic  packaging,  whic 
assures  that  its  products  flash  ami 
the  clutter  of  supermarket  shelve 
For  example,  all  of  the  Old  El  Paa 
products — can,  jar  or  box — are  a  di 
tinct  bright  yellow  and  red.  Pet  trie 
to  make  sure  the  supermarkets  grou 
them  together  to  create  a  distinctivi 
eye-catching  yellow  wall  of  taq 
shells,  hot  sauces,  refried  beans  ani 
green  chilies.  Same  formula  for  th 
upcoming  Progresso  Italian  entre 
line.  Blue  labels  on  the  cans  and  jars, 
blue  wall  in  supermarkets. 

Pet  is  not  shy  about  pricing.  A  ca 
of  Progresso  minestrone  ready-tc 
serve  soup  costs  $1.59  in  a  Manhatta 
store.  Campbell's  condensed  mine 
strone  (add  water  and  mix)  goes  for  5 
cents.  Pet's  B&lM  baked  beans  ar| 
$1.05,  while  a  can  of  Heinz  bake 
beans  runs  69  cents.  A  15-ounce  cai 
of  Pet's  Old  El  Paso  chili  con  cam 
costs  $2.99.  Says  Raymond  Felittc 
who  heads  Pet's  frozen  foods  division 
"We  charge  more,  the  supermarket 
make  more." 

Pet  thus  does  nicely  for  its  parent 
IC  Industries.  Operating  profits  sho\t 
tasty  growth,  up  from  $85  million  ii 
1984,  with  close  to  $200  million  ejJ 
pected  this  yean 
Gross  margins — th< 
percentage  of  profi 
on  sales  excluding  ad 
vertising  and  promo 
tion,  distribution  ano 
sales  costs — hav 
doubled,  from  arouno 
20%  to  more  thai 
40% .  IC  Industrie: 
(1986  revenues,  $4.: 
billion),  whicl 
bought  Pet  in  1978  fo: 
$406  million,  is  more 
than  happy  with  it; 
purchase.  Today  Pe1 
is  the  largest  of  IC: 
units,  which  include 
a  Pepsi-Cola  bottler 
Midas  mufflers 
Pneumo  Abex,  whicr 
makes  aircraft  com 
ponents;  Hussmann 
the  refrigeration  com 
pany  split  from  Pet 
and  the  Illinois  Cen- 
tral Gulf  Railroad, 
which  still  has  a  fop 
sale  sign  on  it. 
Here's  a  rare  case  oi 


Scott  Dine/Picture  Gri 
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fpROGRES 
SOUP 

Minestror 

ORIG1NAI  RFCil  l 


Three  stills  from  a  Progresso  soup  commercial 
Next  come  the  microwave  frozen  dinners. 


a  conglomerate  that  improved  what  it 
bought.  Pet  men  say  joining  IC  gave 
them  a  chance  to  rethink  strategy. 
"We  didn't  seem  to  have  any  focus," 
says  Morris,  who  was  then  president 
of  Pet's  grocery  group  and  was  pro- 
moted to  the  top  job  in  1984.  "We 
stepped  back,  asked  what  businesses 
offered  growth  and  decent  margins, 
and  got  rid  of  $750  million  worth  of 
volume."  Out  went  businesses  with 
20%  gross  margins,  such  as  apple- 
sauce and  liquor  stores.  Left  were 
businesses  with  higher  gross  margins, 
and  an  eye  for  acquisitions  with  40% 
margins. 

(  Acquired  were  companies  with 
brand  products  such  as  Underwood 
ham  spreads,  B&JvI  baked  beans,  Ac'- 
cent,  Progresso  soups,  products  that 
hold  the  high  ground.  But  the  Pet 
Milk  division,  which  makes  evaporat- 
ed canned  milk,  stays.  "It's  a  declin- 
ing business,  but  you  don't  want  to 
sell  your  heritage,"  says  Morris. 

Pet  knows  how  to  do  more  than 
charge  top  dollar.  Savvy  line  exten- 
sions have  added  products  to  labels 
already  familiar  to  the  consumer.  For 
example,  Pet  is  also  Whitman's  choc- 
olates, so  when  it  created  frozen  choc- 
olate cream  pies  and  stuck  that  well- 
known  name  on  them,  it  was  a  move 
good  for  $5  million  in  sales  last  year. 
Progresso  is  best  known  for  soup,  but 
Pet's  putting  the  name  on  new  frozen 
Italian  dinners — chicken  primavera, 
veal  piccata,  tortellini  alia  Napole- 
tana  and  fettuccine  Alfredo  (micro- 
wave or  boil-in-bag,  $2.49  to  $4.49). 

For  Pet,  picking  the  right  niches 
may  be  just  as  important  as  picking 
the  right  product.  The  $500  million 
canned  ready-to-serve  soup  market 
(add  no  water),  for  instance,  is  grow- 
ing 13%  a  year,  while  the  $1.1  billion 
condensed  soup  (add  water)  market  is 
shrinking.  At  the  same  time,  Pet  says 
it  does  better  than  most  competitors 
introducing  new  products,  with  a 
more  than  50%  survival  average 
against  an  industry  average  of  10% 


after  two  years.  New  product  sales  are 
expected  to  hit  $125  million  this  year, 
up  from  $100  million  in  1986. 

So  what  will  be  hot  tomorrow? 
"Breakfast  is  booming,"  says  Ray- 
mond Felitto  Jr.,  who  heads  the  frozen 
foods  division.  Bring  on  Breakfast 
Classics,  average  retail  price  $1.39: 
scrambled  eggs  with  sausage  and  hash 
browns,  pancakes  with  sausage, 
french  toast  and  sausage.  Fits  nicely, 
too,  with  Pet's  Downyflake  frozen 
waffles,  the  number  one  brand  in  a 
more  than  $200  million  market. 

Pet  is  nothing  if  not  an  aggressive 
advertiser  and  promoter,  spending 
13%  of  sales,  or  $174  million  this 
year,  compared  with  $131  million  in 
1986.  Pet  has  no  master  ad  agency. 


Instead,  it  uses  a  media  buying  servic 
and  hires  creative  "boutiques"  sue 
as  Workshop  West  in  Beverly  Hills  fo 
specific  jobs,  concentrating  on  regioi 
al  advertising  and  spending  aboi 
55%  to  60%  of  its  ad  budget  on  con 
pons,  store  displays  and  discounts. 

Why  can't  bigger  competitors  mui 
cle  Pet  aside,  asks  Forbes.  What's  s 
tough  about  throwing  more  chunks  \ 
chicken  into  the  broth  and  doublin 
the  price,  or  sticking  a  foreign-sounc 
ing  name  on  a  can  of  pinto  beans? 

That's  not  the  issue,  say  Pet  marke 
men.  What's  important  is  to  stay  fc 
cused,  find  winners  fast,  dump  losei 
faster,  keep  costs  low  and  margins  hig 
with  factory  modernization  and  thi 
overhead.  Take  the  high  ground.  ■ 


Here's  a  successful  magazine  that  takes  nc 
advertising,  sells  few  subscriptions,  take 
no  reader  surveys,  yet  makes  lots  of  money 

The  secret  is  in 
the  repackaging 


By  Gary  Slutsker 


In  1952  William  Gaines  founded 
Mad  magazine  in  a  cockroach-in- 
fested office  in  downtown  Man- 
hattan. Today,  after  35  years  of  Alfred 
E.  Neuman  (the  "What,  me  worry?" 
kid)  covers  and  "Spy  vs.  Spy"  cartoon 
strips,  the  magazine  churns  out 
around  $4  million  a  year  in  aftertax 
profits  for  its  parent,  Warner  Commu- 


nications Inc.  That's  an  estimated  ne 
margin  of  11%,  compared  with  tb 
industry  average  of  9.7%. 

The  mad  part?  Gaines  ignores  mos 
rules  for  success  in  magazine  publish 
ing.  He  runs  no  paid  advertising.  Hi 
does  not  spend  a  penny  promotinj 
Mad  itself.  Gaines,  moreover,  make: 
no  attempt  to  discover  who  his  read 
ers  are  or  why  they  read  Mad. 

The  result  is  paid  circulation  (96% 


230 
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aryland's  Calvert  Memorial 
Hospital  wanted  the  same 
things  all  hospitals  want 
v.  Less  time  spent  on  paperwork 
nore  time  spent  with  patients, 
i  Cunzeman  and  his  crew 


could  help.  The  Unisys  team  was 
composed  not  only  of  computer 
experts,  it  included  nurses  and 
hospital  managers  as  well. 

Together  with  Calvert,  they 
implemented  a  system  that  took 
away  mundane  chores  and  replaced 
them  with  the  most  precious 
commodity  of  all:  time.  Today,  a 


nurse  can  order  a  lab  test,  inform 
other  departments,  and  make 
sure  that  all  changes  have  been 
recorded  automatically. 

Needless  to  say  there  was  an 
increase  in  productivity.  Perhaps 
more  important  for  Calvert  Memorial, 
there  was  an  increase  in  smiles. 
Unisys  and  healthcare.  The  power  of 2. 


"The  time  nurses 
have  to  spend  on 
paperwork  is  time 
taken  away  from 
patients!7 


Ken  Cunzeman,  Marketing  Manager,  Unisys. 


UNISYS 

The  power  of 2 


Mad  founder  William  Gaines 

"We  don't  care  who  reads  Mad.' 


from  newsstands  at  the  full  cover 
price,  $1.35)  that,  though  flat  for  the 
last  six  years,  is  stuck  at  a  remarkably 
resilient  1  million.  The  peak  was  in 
1973,  when  adolescents  were  grabbing 
up  about  2.4  million  copies  a  year. 

Gaines'  secret?  He  is  a  master  at 
repackaging  Mad  and  reselling  its 
rude,  satiric  comic-strip  sketches  over 
and  over  again.  Examples:  Monumen- 
tally Mad  for  $2.95  and  The  Completely 
Mad  Don  Martin  series  at  $3.95  to 
$4.95  from  Warner  paperbacks;  hard- 
cover editions  such  as  Tfje  Ridiculously 
Expensive  Mad  (now  out  of  print),  pub- 
lished by  World  Publishing  Co.  for 
$9.95;  and  four  special  issues  per 
year — primarily  a  compilation  of  stuff 
that's  run  earlier — at  $2.75  each. 

"The  special  issues  cost  the  reader 
twice  as  much,  yet  cost  us  hardly  any- 
thing to  produce,"  says  Gaines. 
"Then  we  go  further  into  the  archives 
and  put  out  paperbacks.  We're  about 
to  put  out  our  76th  compilation  of  old 
Mad  material  through  Warner  books." 

All  this  merchandising  also  brings 
in  royalties.  Besides  the  paperback 
compilations,  there  are  75  or  so  paper- 
backs with  fresh  material  from  Mad's 
writers  and  artists — for  example,  Al 
faffee's  Snappy  Answers  to  Stupid  Ques- 
cns  and  Antonio  Prohias'  Spy  vs.  Spy 


series.  Gaines  gets  a  piece  of  this  ac- 
tion, too.  His  deal?  The  6%  to  10% 
that  the  magazine  earns  as  sales  royal- 
ties are  split  with  the  writers. 

Then  there  are  the  11  foreign  lan- 
guage editions  published  in  places 
like  Finland,  Brazil  and  Germany. 
The  German  edition,  which  sells 
250,000  copies  per  issue,  is  the  largest 
humor  magazine  in  Europe.  And  there 
are  the  board  games.  Parker  Brothers' 
$10  Mad  board  game,  in  which  you 
win  by  losing  all  your  money,  sold 
more  than  3  million  copies  from  1980 
to  1984.  Gaines  does  give  his  mer- 
chandising partners  an  occasional 
push  with  a  small,  but  free,  ad  in 
Mad — the  only  advertising  he  runs. 

"What's  amazing  about  Mad  is  how 
long  it's  lasted,"  says  James  Kobak,  a 
magazine  consultant  in  Darien, 
Conn.  "It's  hard  to  keep  a  humor  mag- 
azine fresh.  Most  tend  to  outlive  their 
audiences,  and  then  they  die." 

National  Lampoon,  probably  the 
best-known  humor  magazine,  has 
been  losing  readers  for  years.  Circula- 
tion peaked  at  900,000  in  the  mid- 
1970s  and  is  now  at  250,000.  After 
several  years  of  losses  for  the  publicly 
held  magazine,  a  California  investor 
group  recently  made  a  tender  offer  for 
its  shares.  In  its  day,  probably  more 


popular  than  Mad  and  Lampc 
was  Ballyhoo,  launched  in 
1930s  by  George  Delacorte's  E 
Publishing  Co.  Ballyhoo  was 
immediate  hit,  but  when  the  pi 
lie's  demand  for  knee-slapp 
humor  was  sated,  it  went  und 
Mad  has  kept  its  revenues  i 
profits  humming,  despite  the 
culation  drop,  by  boosting 
cover  price,  from  35  cents  in  \% 
to  $1.35  today.  Why  no  adver 
ing?  Gaines  says  he  doesn't  W; 
to  worry  about  offending  adv 
tisers  but  also  admits  he's  che 
and  doesn't  want  to  pay  ad  sal 
men  or  upgrade  his  low-gr 
newsprint  to  expensive,  sli 
magazine  paper. 

Gaines   became   a  publis 
while  a  student  of  education 
New  York  University  in  19 
His  father  died  in  a  motorb 
accident,  and  Gaines  gave  up 
plans  to  teach  high  school  chei 
istry  in  order  to  run  the  fam: 
business.  His  father,  Max,  waij 
salesman  who  conceived  of  foi 
ing  the  Sunday  funnies  into  liti 
books  and  selling  them  to  stq 
owners  who  used  them  as  prom 
tional  giveaways.  Soon  peop 
were  paying  for  the  comic  booi 
and  the  elder  Gaines  built  a  pu| 
lishing  outfit  he  sold  in  1944 

  National  Periodical  Publication 

the  Superman  folks.  Later  Dad  begi 
publishing  educational  comics,  i| 
eluding  Bible  stories,  world  histoi 
and  science.  Then  came  the  accider 
Educational  comics  didn't  appeal 
Gaines,  then  25,  so  he  switched 
horror,  science  fiction  and  suspens 
Though  his  "Tales  from  the  Cryp 
series  is  now  a  cult  classic  available 
hardcover  for  about  $100  a  set,  it  ar 
other  comics  were  virtually  put  out 
business  by  a  Senate  Subcommitts 
on  Juvenile  Delinquency  involvir 
presidential  aspirant  Estes  Kefauve 
By  late  1954  no  wholesaler  woui 
take  comics  that  hadn't  been  a] 
proved  by  the  committee,  and  Gaint 
had  to  rely  entirely  on  a  startup  satii 
magazine  he  called  Mad. 

Gaines  sold  Mad  in  1960  to  Premii 
Industries,  a  holding  company,  whic 
in  turn  sold  it  to  an  outfit  that  lat< 
became  Warner  Communication 
Gaines  agreed  to  stay  on  as  publishe 
and  until  1967  he  took  a  share  ( 
Mad's  profits.  Warner  has  pretty  muc 
left  Gaines  alone. 

"We've  always  taken  the  positio 
that  we  don't  care  who  reads  Mad,"  Y 
says.  "We  really  publish  Mad  to  plea: 
ourselves.  It  isn't  very  businesslik 
but  it's  the  way  I  do  it."  With  h 
margins,  why  worry?  ■ 
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UNE  UPALLTHE 
EVIDENCE. 


30% 


25% 


20% 


15% 


10% 


5% 


TOTAL  RETURN 

Five  Year  Average 


ALLTEL 
Common  Stock 


Average  of 
Peer  Group 


"By  finding  new  and 
innovative  ways  to  do 
things,  ALLTEL  has 
emerged  as  a  leader  in 
service,  productivity 
and  profitability!' 


Joe  T.  Ford 
President  and 
Chief  Executive  Officer 


Compare  ALLTEL  to  its 
peer  group  and  the  evidence 
is  clear:  in  a  time  of  turbu- 
lence for  our  industry,  we've 
outperformed  the  pack. 

In  total  return  to  share- 
holders, our  five-year 
average  approximates  28%,  some  seven  points 
above  the  average  for  the  seven  independent 
telcos  most  like  us. 

Our  latest  annual  report  outlines  the 
strategies  that  have  launched  ALLTEL  to  its 
position  of  leadership. 

Write  ALLTEL  Corporation,  Investor 
Relations,  100  Executive  Parkway,  Dept.  D, 
Hudson,  OH  44236. 


CORPORATION 

Excellence  in  Telecommunications 


Thurs 


Fri 


The  week  we  looked  terrorism 
in  the  eye  and  proposed  away 

to  make  it  blink. 


Its  face  has  grown  familiar. 
In  the  endless  images  of  twisted 
wreckage  and  shattered  bodies 
left  scattered  in  its  wake. 
It  claims  to  work  for  many 
ields  only  one 
nee.  And  its  Apet  is 
mily,  your  children. 


The  face  of  terrorism.  It's 
become  a  major  force  in  our 
world,  and  Newsweek  has 
detailed  its  violent  develop- 
ment. But  we  didn't  stop  there. 
Because  when  Newsweek 
looks  at  a  story,  We  see  beyond 
the  face  of  it. 

Beyond  the  problems,  or  the 


situations,  or  even  the  motiv 
tions— we  see  and  search  fo 
solutions.  Recently,  we  pro- 
posed 10  concrete  steps 
designed  to  combat  terrorisi 
Among  them:  improved  inte 
gence  gathering,  cracking  di 
on  unsafe  airports  and  great 
pressure  on  terrorist  allies. 


Wed. 


Sett. 


s  our  prescriptive  approach 
\  news— reporting  not  only 
s  happening,  but  what  can 
me  about  what's  happening, 
nd  over  the  years,  we've 
ed  that  prescriptive 
)ach  to  such  varied  and 
:ult  dilemmas  as  civil 
s,  Vietnam,  South  Africa 


and  crime. 


Reporting  the  bad  news  and  magazine. 


excellence  than  any  other  news 


suggesting  good  answers.  Part 
of  the  reason  Newsweek's  won 
more  awards  for  journalistic 


And  a  good  reason  for  you 
to  start  taking  a  look  at  the 
world  through  our  eyes. 


Newsweek 

Why  it  happened.  What  it  means. 


Science  &  Technology 


Edited  by  Gail  Bronson 


Manual  shift  or  three-speed  automatic?  Or 
how  about  a  nice,  fuel-efficient,  continu- 
ously variable  transmission? 

Gambling 
on  going  gearless 


this  year  Subaru  of  Japan  began  sales 
in  its  home  market  of  the  Justy,  a 
minicar  equipped  with  this  novel  de- 
vice. And  last  month  Ford  and  Fiat 
followed  in  Europe  with  similarly 
equipped  cars  of  their  own.  If  the  de- 
vices catch  on  in  those  markets,  they 
could  appear  in  U.S.  showrooms  as 
early  as  the  autumn  of  1989. 

Technologically,  the  devices  repre- 
sent an  important  engineering  ad- 
vance over  conventional  transmis- 
sions. They  cut  fuel  consumption  by 
as  much  as  15%  and  give  peppier  and 
smoother  acceleration.  "These  trans- 
missions could  eventually  replace 


By  Steve  Weiner 


rrmrn 


When  it  comes 
to  transmis- 
sions, about  the 
only  thing  most  shoppers  want  to 
know  is  whether  it  is  a  manual  or 
automatic.  But  in  Japan  and  Europe 
showroom  browsers  these  days  are 
finding  the  choice  is  no  longer  that 
simple.  A  third  kind  of  transmission 
has  begun  to  turn  up  in  cars,  and  auto- 
makers are  watching  eagerly  to  see  if 
the  public  bites. 

The  devices  are  known  as  "continu- 
ously variable  transmissions."  Earlier 


n  Frankhn/Magnurr 


Paul  de  Bruin,  Van  Doome  Transmissie  managing  director 
*ulleys  instead  of  gears  mean  smoother  acceleration. 


conventional  automatic  transn 
sions  altogether,"  concludes  Davie 
Cole,  director  of  the  University 
Michigan's  Office  for  the  Study 
Automotive  Transportation. 

Transmissions,  of  course,  transi 
the  engine's  power  to  the  dri 
wheels  through  a  series  of  gears, 
conventional  automatics,  this  is  d< 
in  a  series  of  steps,  or  transmiss 
ratios,  each  representing  a  differ 
range  of  engine  power  and  vehi 
speed.  In  low  gears,  comparativ 
fast  engine  speeds  are  needed  to  mi 
the  car  relatively  slowly;  in  hig 
gears,  lower  engine  speeds  move, 
car  faster. 

The  continuously  variable  tra 
mission  dispenses  with  the  gear 
steps.  Instead,  a  metal  belt  conne 
two  pulleys — one  attached  to  the 
gine  and  one  to  the  drive  shaft  i 
diagram).  The  pulleys  achieve 
same  effect  as  conventional  gears 
continuously  changing  their  size, 
this  way  they  produce  an  infir 
range  of  transmission  ratios. 

The  CVT  saves  fuel  because  it  { 
mits  the  engine  to  operate  mos 
within  its  most  efficient  range.  1 
transmission  does  much  more  of 
work  of  accelerating,  slowing 
maintaining  speed;  the  engine  te 
to  change  speeds  less.  "You  dive 
the  speed  of  the  car  from  the  operat 
point  of  the  engine,"  says  Ian  M 
Pherson,  director  of  powertrain  ei 
neering  at  Ford  Motor  Co. 

For  drivers,  the  effect  can  be  disc 
certing.  Instead  of  slowly  accelerat 
as  the  car  picks  up  speed,  the  eng 
on  a  CVT-equipped  car  seems  to  su 
rapidly  to  full  power  and  stay  th< 
reducing  its  speed  only  after  the  ca 
moving  briskly.  British  automot 
experts  who  tested  the  Ford  Fie 
equipped  with  a  CVT  and  Fiat's  L 
agreed  that  it  takes  only  a  few  ho 
for  most  drivers  to  acclimate  the 
selves  to  the  transmission. 

The  continuously  variable  tra 
mission  is  in  fact  one  of  the  old 
technologies  in  automotive  engine 
ing,  having  first  appeared  in  a  prod 
tion  car  shortly  after  the  turn  of 
century.  In  1955  Holland's  DAF  at 
maker  actually  started  selling  the 
vice,  using  rubber  belts  instead 
metal  ones.  The  cars  performed  si 
gishly  and  have  never  attracted  a  w 
following. 

Although  light  and  compact, 
modern  transmission's  metal  b< 
can  be  devilishly  complex,  and,  ui 
recently,  noisy  and  too  flimsy  to  1 
the  requisite  100,000  miles.  While 
baru  uses  electronic  controls  with 
transmissions,  Ford  and  Fiat  h, 
stayed  with  hydraulics,  figuring 
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How  the  new  transmissions  work 


The  key  elements  of  a  continuously  variable  trans- 
mission are  two  pulleys  connected  by  a  metal  belt. 
To  alter  the  power  to  the  wheels  at  given  speeds,  the 


sides  of  pulleys  move  closer  or  farther  apart.  In  turn, 
the  belt  adjusts  to  the  new  sizes.  The  effect:  a 
smooth  progression  from  low  speed  to  high  speed. 


Low  ratio 


Drive 
pulley 


VT  is  difficult  enough  to  master 
ithout  the  potential  complication  of 
mchy  electronics. 

Manufacturers  have  also  had  prob- 
ms  building  transmissions  hefty 
lough  to  be  used  with  cars  larger 
lan  subcompacts.  The  transmission 
sed  by  Subaru,  Fiat  and  Ford,  made 
om  components  manufactured  by 
an  Doome  Transmissie  of  the  Neth- 
iands,  works  best  with  only  the 
nallest  passenger  vehicles  presently 
i  the  roads  of  Europe  and  Japan — 
chicles  that  are  much  smaller  and 
ghter  than  most  cars  presently  found 
i  the  U.S.  "The  frontier  at  the  mo- 
lent  seems  to  be  with  cars  of  about 
lOhp,"  says  Peter  Huntley,  Borg- 
farner  Automotive's  vice  president 
ir  advanced  engineering.  In  other 
ords,  anything  bigger  than  a  Ford 
scort  or  a  Chevrolet  Chevette  can- 
st at  present  be  built  with  a  continu- 
isly  variable  transmission.  Van 
oorne's  Managing  Director  Paul  de 
ruin  says  a  CVT  large  enough  for  any 


car  is  theoretically  possible,  but  such 
design  breakthroughs  for  larger  en- 
gines may  still  be  years  off. 

A  slow  introduction  may  be  just  as 
well,  since,  with  fuel  presently  both 
plentiful  and  cheap,  selling  the  de- 
vices to  a  skeptical  public  may  not  be 
easy.  Sensing  that,  Chrysler  has  plans 
to  go  forward,  not  with  a  continuous- 
ly variable  transmission  but  with  a 
product  more  familiar  to  most  U.S. 
drivers:  an  advanced,  four-speed,  elec- 
tronic automatic  transmission. 

Similarly,  General  Motors,  after 
spending  a  reported  $180  million  to 
prepare  for  European  production  of 
continuously  variable  transmissions, 
has  now  put  its  program  on  hold.  Volks- 
wagen A.G.  has  also  recently  decided 
not  to  push  continuously  variable 
transmission  research .  Explains  Ulrich 
Seiffert,  research  director  for  VW: 
"We're  just  not  sure  the  benefits  out- 
weigh the  costs  of  development." 

Ford  acknowledges  the  risk.  "In 
this  business,  you  can  have  a  techni- 


cal triumph  that's  irrelevant  to  the 
market,"  says  John  McTague,  Ford's 
vice  president  for  research.  Thus,  Ford 
is  doing  all  it  can  to  play  down  how 
the  new  transmissions  differ  from 
conventional  ones.  One  customer 
brochure  calls  its  car  the  Fiesta  Auto- 
matic, referring  to  the  variable  trans- 
mission as  a  "new  generation  of  auto- 
matic transmission."  Ford  has  even 
adjusted  the  mechanism  to  make  it 
perform  more  like  a  regular  automat- 
ic, trading  away  part  of  its  fuel  effi- 
ciency for  behavior  that  seems  more 
like  that  of  a  conventional  gearbox. 

So,  why  is  Ford  going  ahead?  Be- 
cause it  calculates  that  if  the  device 
takes  hold,  the  company  will  have 
gained  a  two-year  jump  on  the  compe- 
tition when  the  next  fuel  crunch  inev- 
itably comes  and  the  public  starts 
clamoring  for  more  energy-efficient 
vehicles.  And  if  the  device  flops? 
Well,  that's  show  biz.  Anyone  for  a 
rotary  engine  from  Wankel?  A  push- 
button automatic  from  Chrysler7  ■ 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


Can  you  recall  those  bad  sunburns  that 
you  got  when  you  were  a  kid?  Your  skin 
remembers  them — all  too  well 

Potions  for 
sun  lovers 


By  Franceses  Lunzer 


F|  AIR-HAIRED,  FAIR-SKINNED  Al- 
bert J.  Kelly  Jr.  has  to  spend  a 
lot  of  time  in  the  sun  as  senior 
vice  president  of  Hyatt  Resorts, 
which  has  luxury  properties  in  the 
Caribbean  and  Hawaii  as  well  as  the 


mainland  U.S.  But  don't  look  for  Al 
Kelly  anywhere  in  the  sun  at  noon. 

A  few  years  ago  a  dermatologist  dis- 
covered Kelly  had  a  "freckle  on  top  of 
a  freckle"  on  his  chest.  Kelly  couldn't 
recall  when  the  dark,  round,  shirt- 
button-size  blemish  appeared.  He  did 
know  that,  when  he  was  a  youngster, 


he  used  to  play  in  the  sun  on  Jers< 
Shore  beaches.  The  blemish  turnij 
out  to  be  a  melanoma,  serious  enoug 
to  require  surgery  and  some  stej 
warnings  about  future  sun  exposun 
Now  you  can  spot  Kelly  easily  at  tH 
resorts  he  supervises:  He's  the  fello 
sporting  stylish,  wide-brimmed  had 
dark  sunglasses  and  a  coating 
Bullfrog,  a  strong  sunscreen  wil 
staying  power. 

Kelly  is  far  from  alone.  Ronald  Re 
gan,  Nancy  Reagan,  George  BuSj 
Richard  Nixon  and  Ted  Koppel  a; 
only  some  of  the  personalities  wri 
have  suffered  similar  problem 
About  a  half-million  new  cases 
skin  cancer  will  be  reported  this  ye. 
alone,  according  to  the  America 
Academy  of  Dermatology,  and  ov 
90%  of  them  will  have  been  caused  I 
the  sun.  And  get  this,  sun-loving  Cal 
fornians:  Half  of  the  state's  fai 
skinned  residents  over  the  age  of  5 
are  believed  to  have,  or  have  had,  pr 
cancerous  lesions  or  some  form  i 
skin  cancer. 

There  are  three  forms  of  sun-relate 
skin  cancer  (see  box,  p.  242),  the  mo 
serious  of  which  is  malignant  mel 
noma,  which  affected  23,500  peop 
last  year  alone.  It  is  nothing  to  laug 
off — 5,600  of  those  people  died. 

If  you  are  prone  to  skin  cancer — an 
the  farther  north  of  the  equator  you 
origins  are,  the  greater  your  vulner; 


Brian  King/Leo  dc  % 


The  culprits  &:    ultraviolet  B  rays. 
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bRPORATE  AMERICA'S 
[DECISION  MAKERS 

here  are  few  magazines  that  are  able  to  gain  the  attention  of  corporate  decision-makers.  The  reason, 
ply,  is  the  hectic  environment  in  which  those  executives  work  and  live. 

'here  is  one  quiet  place  amidst  it  all  . . .  the  corporate  aircraft  on  which  they  fly,  and  one  magazine  that 
i  with  them  . . .  ECHELON.  Considering  this  distribution,  your  advertisement  reaches  a  highly  targeted 
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ere  is  where  your  advertisement  can  reach  the  decision-makers  of  the  Fortune  500  companies  with  average 
sehold  incomes  of  $200, 000  4- .  Call  or  write  today  for  complete  media  information. 

■  THE  ECHELON  MAN 

TO  Halsev  Publishing  Co.,  12955  Biscayne  Boulevard,  North  Miami,  FL  33181, 
1  Toll  Free:  1-800-523-6809 


bility — the  trouble  starts  early.  Dr. 
Sidney  Hurwitz,  clinical  professor  of 
pediatrics  and  dermatology  at  the 
Yale  School  of  Medicine,  says  that 
children  who  get  a  bad  sunburn  dou- 
ble their  chances  of  developing  malig- 
nant melanoma  later  in  life.  (Your 
kids  have  dozens  of  T  shirts;  make 
them  wear  one  while  in  the  sun.) 

The  culprits  are  ultraviolet  B  rays, 
the  same  pernicious  devils  that  accel- 
erate the  aging  process.  They  pene- 
trate the  dermis,  an  underlayer  of  the 
skin,  and  damage  collagen  and  elas- 
tin,  the  connective  tissues  that  sup- 
port the  skin. 

Your  body  is  programmed  to  pro- 
tect itself  against  the  sun's  rays.  But  it 
needs  some  help.  When  ultraviolet  B 
rays  penetrate  the  skin,  cells  produce 
melanin,  a  pigment  that  rises  to  the 
surface  and  is  visible  as  a  tan.  What 
we  view  as  a  healthy  response  to  sun- 
shine is  really  the  body's  efforts  to 


create  a  shield  against  the  harmful 
effects  of  the  sun.  Getting  too  much 
sun  too  quickly  denies  your  skin  the 
chance  to  produce  enough  melanin. 
That's  why  gradual  tanning,  using  a 
sunscreen,  is  so  important. 

Sunscreens  contain  chemicals  that 
absorb,  reflect  and  scatter  the  ultravi- 
olet rays,  limiting  the  rays  that  can 
penetrate  your  skin.  They  are  not  sun 
blocks;  the  screens  simply  increase 
the  time  you  can  sit  in  the  sun  before 
burning.  For  example,  if  you  normally 
burn  in  ten  minutes,  a  sun  screen 
with  a  sun  protection  factor  (SPF)  of 
12  allows  you  to  sit  in  the  sun  12 
times  that  long  before  burning.  You 
can  still  get  a  tan  using  a  high  SPF 
sunscreen,  but  it  takes  a  lot  longer. 

If  you're  the  type  that  burns  at  all, 
the  American  Academy  of  Dermatol- 
ogy recommends  using  a  sunscreen 
with  an  SPF  of  at  least  15.  Many  peo- 
ple start  out  with  a  high  SPF  sun- 


screen and  then  buy  lower  numbe 
use  as  they  continue  their  vaca 
Alternatively,  says  Dr.  Mark 
wohl,  clinical  director  of  dermatc 
at  Mount  Sinai  Medical  Cents 
New  York  City,  you  could  stick 
an  SPF  15  sunscreen  but  increasi 
amount  of  time  you  are  exposed  t< 
sun  by  15  minutes  a  day. 

Choose  a  sunscreen  that  is  w 
proof  rather  than  water  resistant 
remember  that  even  waterproof 
should  be  reapplied  after  swimi 
or  exercise.  (A  good  choice,  lastin 
to  six  hours  in  and  out  of  the  wati 
Bullfrog,  which  costs  slightly 
than  other  sunscreens.)  Even  if  yc 
just  lying  still,  reapply  the  sunsc 
at  least  once  during  the  day,  espe 
ly  if  you  have  been  perspiring. 

A  product  now  in  development 
do  away  with  the  need  to  apply 
screen  more  than  once  a  day. 
vanced  Polymer  Systems,  Inc.,  a 


If  you  do  get  skin  cancer 


Virtually  all  skin  cancer  is  caused  by  sun  exposure. 
"Suntanning  in  your  teens  and  20s  can  often  do  you 
in  in  your  50s  and  60s,"  says  Dr.  Darrell  Rigel,  clinical 
instructor  in  dermatology  at  New  York  University 
Medical  Center. 

Skin  cancer  is  caused  by  uncontrolled  growth  of  cells 
in  one  of  the  skin's  layers.  There  are  three  types:  basal 
cell,  squamous  cell  and  melanoma.  Virtually  all  can  be 
cured  if  treated  in  time. 

•  Basal  cell  carcinoma  is  caused  by  damage  to  the 
cells  at  the  base  of  the  epidermis,  one  of  the  skin's 
layers.  Basal  cell  is  the  most  common  form  of  cancer 
among  Caucasians,  though  it  can  affect  dark-skinned 
people  as  well.  Between  300,000  and  400,000  new  cases 
of  this  form  of  cancer  are  reported  in  the  U.S.  each  year. 
Typically,  basal  cell  lesions  are  slow-growing,  raised 
nodules  that  usually  appear  on  the  head,  neck  or  trunk. 
While  basal  cell  carcinoma  rarely  spreads,  it  can  grow 
deep  locally  and  damage  the  body's  internal  structures. 

•  Squamous  cell  carcinoma,  caused  by  damage  to 
cells  within  the  epidermis,  affects  between  80,000  and 
100,000  people  each  year.  These  growths  are  usually 
raised,  red  or  pink  nodules  or  warty  growths  that  ulcer- 
ate in  the  center.  They  are  most  commonly  found  on 
the  rim  of  the  ear,  the  face,  lips,  mouth  or  hands.  Like 
basal  cell  growth,  squamous  cell  cancer  can  grow  deep 
but  can  also  spread  to  other  parts  of  the  body  and  prove 
fatal  if  not  detected  and  treated  in  time. 

•  Malignant  melanoma,  caused  by  damage  to  mela- 
nocyte cells,  which  create  the  skin's  pigment,  is  the 
most  lethal  form  of  skin  cancer,  resulting  in  close  to 
6,000  deaths  each  year.  If  melanoma  isn't  detected 
early  enough,  it  can  spread  throughout  the  body.  Mela- 
noma usually  starts  as  a  mottled,  light  brown  to  black, 
flat  blemish  with  irregular  borders.  The  growth  may 
turn  red,  blue  and  white  and  is  often  larger  than  a 
quarter  of  an  inch  across.  Melanomas  usually  appear  on 
the  upper  back,  torso,  lower  legs,  head  and  neck.  Mela- 


noma can  also  develop  in  preexisting  moles,  which  i 
why  it  is  crucial  that  you  tell  your  doctor  of  any  chang 
in  a  mole  you've  had  a  while. 

Once  skin  cancer  has  been  detected,  the  dermatolc 
gist  will  remove  it  quickly  to  get  rid  of  the  cancerou 
cells  and  to  keep  them  from  spreading.  The  mos 
common  methods  of  removal  are  excisional  surgery 
usually  under  a  local  anesthetic,  and  electrodesicca 
tion,  the  method  for  removing  94%  of  all  skin  cancers 
With  electrodesiccation,  which  also  requires  only 
local  anesthetic,  the  cancerous  tissue  is  destroyed  by 
high-frequency  current  applied  through  a  needle  elec 
trode.  This  method  isn't  used  for  melanoma  because  i 
doesn't  leave  the  doctor  with  a  sample  to  send  to  th 
pathologist  to  make  sure  that  all  of  the  cancerou 
tissue  has  been  removed  (melanoma  can  skip  areas  ii 
the  skin,  while  basal  cell  and  squamous  cell  carcino 
mas  are  continuous).  But  electrodesiccation  is  thj 
method  of  choice  for  removing  the  other  types  of  skii 
cancer  because  the  treated  area  heals  with  less  likeli 
hood  of  scarring.  No  incision  or  sutures  are  needed,  sc 
there  is  also  less  chance  of  infection. 

Other  procedures  used  to  remove  skin  cancers  in 
elude  radiation,  freezing  and,  for  certain  precancerou: 
lesions,  ointments.  Dermatologists  recommend  exam 
ining  yourself  once  a  month,  especially  if  you  have  on< 
of  the  risk  factors  for  developing  skin  cancer:  skin  tha 
burns  readily,  previous  blistering  sunburn,  a  famil] 
history  of  melanoma  or  an  occupation  or  avocatioi 
that  leads  to  inordinate  sun  exposure.  Look  for  unusua 
blemishes,  discolorations,  wounds  that  don't  heal  o 
wounds  that  heal  and  then  return.  Malignant  melano 
mas  have  their  own  warning  signs  to  watch  for.  Th< 
American  Academy  of  Dermatology  advises  people  t( 
look  for  the  ABCDs  of  malignant  melanoma:  asymmet 
rical  growths  in  which  one  half  doesn't  look  like  th< 
other,  borders  that  are  irregular,  color  variation  anc 
diameter  larger  than  a  pencil  eraser. — F.L. 
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"I  LOOKED  AT  THIS  INCREDIBLE  DIAMOND. 
I  LOOKED  AT  HER.  I  HAD  TO  SEE  THEM  TOGETHER!7 


Every  quality  diamond  of  a 
:  or  more  is  one  of  nature's  rarest 
most  exquisite  phenomena— 
.  more  fire;  more  sparkle  and 
illation. 

Each  is  a  visible  reflection  of 
Unique  in  all  the  world; 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4<§s:  Cut,  Color,  Clarity  and 
Carat-weight.  These  determine  the 
value  of  a  diamond— and  to  an 
astonishing  degree;  the  beauty  and 
value  of  your  jewelry 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful; 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


- 1  /\  '  ■ 


ng  shown  features 

ity  diamond  of  2  carats. 


A  CARAT  OR  MORE. 
EXTRAORDINARY  DIAMONDS  FOR 
EXTRAORDINARY  WOMEN. 


wood  City,  Calif,  company,  has  devel- 
oped a  new  system  using  tiny 
microporous  sponges  so  small  that 
they  feel  like  a  thin  powder.  They 
release  the  sunscreen,  through  nor- 
mal body  motion,  for  up  to  12  hours — 
even  if  you  go  swimming.  Sergio 
Nacht,  director  of  research  at  Ad- 
vanced Polymer  Systems,  says  that 
the  company  is  working  on  licensing 
agreements  with  pharmaceutical 
companies  and  expects  the  sunscreen 
to  be  on  the  shelves  in  late  1988.  The 
microsponges  can  also  be  used  to  add 
sunscreen  to  other  products  that  don't 


currently  contain  them,  such  as  baby 
powder  and  after-shave  lotion. 

Some  sunscreens  may  produce  a 
stinging  sensation,  causing  fear  of  an 
allergic  reaction.  According  to  Mount 
Sinai's  Dr.  Lebwohl,  that's  the  nature 
of  PABA,  a  common  sunscreen  ingre- 
dient that  can  also  stain  clothes  yel- 
low. The  stinging  sensation  is  not 
dangerous,  but  if  you  are  uncomfort- 
able, Dr.  Lebwohl  suggests  choosing  a 
sunscreen  without  PABA,  such  as 
Neutrogena,  Tiscreen  or  Burn  Off,  all 
available  at  most  drugstores. 

What  if  you  do  get  a  burn?  Derma- 


tologists don't  even  like  to  talk  ai 
restoratives  or  painkillers,  so  v 
are  they  at  sun  worshippers  who  ( 
heed  their  warnings  about  overe 
sure.  But  Dr.  Lebwohl  advises  aga 
creams  containing  benzocaine 
which  many  people  develop  an  a 
gic  reaction.  Instead,  he  suggests 
showers,  cool  compresses  and  asp 
What  about  the  supposedly  maj 
power  of  aloe  oil  and  products 
contain  it?  They  will  help  in  alle 
ing  pain  and  aiding  the  moisturi 
process,  but  they  don't  really  pror 
healing. 


Don 't  like  the  mix  of  foreign  companies  in  the  overseas 
mutual  funds?  Create  your  own  foreign  portfolio  with 
American  Depositary  Receipts. 

The  ABCs  of  ADRs 


Cun  Dotv 


By  Alyssa  A.  Lappen 

The  stocks  of  some 
1,000  foreign  compa- 
nies now  trade  in  the  U.S. 
in  the  form  of  American 
Depositary  Receipt 
shares.  Their  number  is 
steadily  growing,  and  so  is 
the  action  in  them — up 
44%  last  year,  to  more 
than  2  billion  shares,  on 
the  New  York,  American 
and  Nasdaq  exchanges.  In- 
cluding ADR  shares  trad- 
ed over-the-counter,  the 
total  this  year  could  easily 
exceed  4  billion.  Chances 
are,  you  don't  know  as 
much  about  ADRs  as  you 
should.  Here,  a  cram  course. 

Each  American  Depositary  Receipt 
is  just  that — evidence  for  an  investor 
here  that  there  is  on  deposit  at  a  bank 
abroad  at  least  one  share  (or  a  fraction 
of  a  share)  of  stock  in  the  company 
invested  in.  The  receipts  were  origi- 
nally devised  by  Morgan  Guaranty 
back  in  1927,  mainly  to  make  it  easier 
to  trade  the  dozen  or  so  British  stocks 
then  popular  with  Americans.  Why 
the  current  boom?  "More  and  more 
institutions  want  to  invest  in  foreign 
shares,  and  more  and  more  foreign 
companies  want  to  come  here  and 
raise  capital,"  says  Joseph  Velli,  head 
or  the  ADR  department  at  the  Bank  of 
New  York.  "These  things  have  never 
happened  before  at  the  same  time." 
Institutions  are  not  the  only  play- 


ers, however.  Individuals  now  ac- 
count for  about  30%  of  the  volume. 
Why  bother  with  ADRs?  Simply  be- 
cause trading  foreign  shares  directly  is 
still  difficult  and  costly.  It's  also  far 
from  foolproof.  With  as  many  as  ten 
parties  to  a  single  overseas  trade — 
including  brokers,  banks,  currency 
traders  and  so  on — two  out  of  five 
trades  are  not  even  completed,  com- 
pared with  only  about  one  of  a  hun- 
dred U.S.  executions  that  fail. 

Moreover,  the  cost  is  high.  Say  you 
buy  100  shares  of  Jaguar  on  the  Lon- 
don Exchange.  If  you  trade  through  a 
U.S.  broker,  you  pay  a  commission 
here  and  a  transaction  fee  abroad. 
Also,  a  London  custodial  bank  will 
charge  1%  of  the  market  value  a  year 
just  to  hold  your  shares.  If  you  want  to 


hold  the  shares  yourself,  tack  on 
for  insurance  and  another  $20  a 
just  for  shipping.  Annual  reports 
come  in  the  language  of  the  count 
origin — if  you  get  them  at  all- 
cashing  dividend  checks,  which 
arrive  in  foreign  denominations, : 
cost  more  than  the  dividends  th 
selves.  Dividends  on  ADR  share; 
contrast,  are  payable  in  dollars. 
Still,  not  all  ADRs  are  the  sa 
Since  October  1983 
new-issue  Depositary 
ceipts,  whether  listed 
the  major  U.S.  exchai 
or  traded  on  Nasdaq,  h 
been  required  to  regi 
with  the  Securities  & 
change  Commission, 
most   of  the  estims 
1,000  ADRs  already  t 
ing  by  then  were,  in  effi 
grandfathered. 

In  addition,  most 
these  foreign  firms  h 
no  sponsor  banks  in 
U.S.  to  send  annual 
ports.  Holders  of  unsp 
sored  ADRs  receive 
proxies  or  annual  repc 
have  no  voting  rights 
must  pay  U.S.  banks  a 
to  receive  dividend  checks  or  to  trg 
fer  shares.  Moreover,  because 
companies  are  not  listed,  they  car 
hard  to  track. 

The  list  of  unsponsored  and  uru 
istered  ADRs  includes  such  big  c 
fits  as  Siemens,  Fuji  Photo  Fi 
Toyota  Motor,  Nissan  Motor  and 
Hongkong  &  Shanghai  Bank 
Corp. — nobody's  idea  of  fly-by-ni 
outfits.  Big  and  reputable  as  they  i 
though,  their  ADRs  are  proscribed 
some  banks  and  pension  funds,  tl 
limiting  the  market. 

Does  that  mean  you  should  s 
away  from  unsponsored  or  unre, 
tered  shares  altogether?  No.  But  if  ] 
buy  them,  be  sure  to  know  about 
company  you're  getting. 
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How  the  world's  best  seagoing  luggage 

learned  to  fly 


:'s  quite  simple,  really.  The  very 
>ame  qualities  that  originally  made 
^ands'  End  soft  luggage  the  odds-on 
ce  of  both  fresh  and  salt  water 
>rs,  have  gradually  won  for  it  the 
?ptance  of  today's  ubiquitous  sky- 
^-yonder  generation. 
Lands'  End  luggage  is  sturdy,  yet 
.  It  holds  more  than  it  ought  to 
lout  complaint.  It  is  easy  to  carry, 
is  well-thought  out  features.  And  it 
tes  in  a  variety  of  shapes  and 
s — almost  every  bag  suitable  for 
ving  as  neatly  beneath  airline  seats 
i  overhead  compartments  as  it 
vs  below  decks  on  a  sailboat. 
One  more  thing:  our  luggage  is 
le  not  in  some  distant  overseas 
ory,  but  in  our  own  Midwest 
kshops.  So  we  can  vigilantly 
tect  the  quality.  Sell  direct  to 
without  cutting  in  middlemen. 
I  fine-tune  the  designs  constantly, 
:ing  improvements  whenever  our 
1  sailing  and  flying  adventures 
gest  them. 

For  instance... 
lelp  you  get  better  organized,  we 
intly  redesigned  the  interior  of  our 
ular  Attache.  We  added  more 
kets.  Trimmed  down  our  canvas 
pockets  so  your  pens'  clips  won't 
stretched  out  of  shape.  Even 


lengthened  the  key-clip  strap  so  you 
can  unlock  doors  without  unclipping 
your  keys. 

Not  all  our  luggage  improvements 
are  so  nitty-gritty,  mind  you.  On  our 
tough,  lightweight  Lighthouse  line — 
which  has  always  been  about  as 
practical  as  luggage  can  be— we  made 
a  purely  cosmetic  improvement. 
We  replaced  the  white  vinyl  lining  with 
a  matching  colored  vinyl.  Beautiful,  as 
you  will  see  soon  after  you  phone  for 
our  new  catalog  (toll-free 
1-800-356-4444)  or  fill  in  the  coupon 
below. 

Several  colorful  pages  chock-full 
of  luggage,  travel  tips. 

In  our  catalog's  luggage  section  you'll 
find  a  generous  array  of  over  150 
pieces.  Plus  occasional  interesting 
accounts  of  our  customers'  adventures 
with  their  Lands'  End  luggage, 


canoeing  the  Amazon  and  dogsledding 
in  Greenland.  Sometimes  we  even  tell 
you  how  to  pack  our  soft  luggage,  so 
you  can  fit  in  a  load  of  clothes  that  arrive 
looking  neat  and  ready  to  wear! 

As  you  might  imagine,  all  our 
high-flying  luggage  is  GUARANTEED. 
PERIOD.  And  whatever  you  order 
from  us  is  usually  on  its  way  24  hours 
after  we  hear  from  you.  (Add  another 
day  for  monogrammed  or 
inseamed  items.) 

All  of  which  adds  up  to  the  fact  that, 
for  more  and  more  Americans, 
Lands'  End  is  becoming  the  only  way 
to  fly.  Welcome  aboard! 


Please  send  free  catalog. 
Lands'  End  Dept.  H-  6  7 
Dodgeville,  WI  53595 

Name  


mm 


I! 

IMS! 

Ml 

m 

Address . 


City. 


State . 


Zip. 


Or  call  Toll-free: 

1-800-356-4444 


Careers 


So,  after  all  that  expensive  education,  the 
kid  tells  you  he  wants  to  act  for  a  living. 
What  should  your  role  be? 


Enter  worried 


By  Dyan  Machan 


When  Jonathan  Fried,  28, 
first  broke  the  news  that  he 
was  going  to  major  in  theater 
arts  at  Brown  University,  his  mother, 
Eunice  Fried,  an  author,  said  gently, 


"Oh,  that's  wonderful.  But  maybe  try 
another  major,  too,  something  more 
practical."  Jonathan  Fried  signed  up 
for  ancient  Greek  and  Russian  litera- 
ture— not  exactly  what  mother  had  in 
mind.  His  father,  H.M.  Fried,  a  phys- 
ics professor  at  Brown,  was  "horri- 


Marilyn  Dodds-Frank  at  a  play  reading 
3>-ath&r  won't— cant— turn  his  back. 


fied"  at  first.  "Making  it  on  Broadu 
is  near  statistically  impossible," 
says.  His  advice  to  parents  in 
same  boat:  "Beat  the  hell  out 
them." 

Professor  Fried,  needless  to  say, 
not  take  his  own  advice.  He  closed 
purse  after  his  son's  graduation, 
he's  keeping  his  heart  and  mind  op 
Fried  is  right,  though,  about  the  oc 
Four  out  of  five  professional  act 
clear  less  than  $2,000  a  year  hi 
their   art — which   suits  restaur 
owners,  envelope  stuffers  and  ot 
employers  of  part-time  help  just  fi 
Many  also  get  unemployment  be 
fits,  figuring  the  government  does 
little  to  support  the  arts  that  it's  01 
fair.  In  any  case,  many  an  aspir 
actor's  ultimate  resource  is  his  p 
ents.  To  help,  or  not  to  help — tha 
the  question  for  the  folks  at  home 
One  way  to  cope  is  to  tell  the  lii 
darlings  that  they  are  on  their  owr 
Scott  Smith,  26,  grew  up  in  Darii 
Conn.,  the  son  of  an  IBM  market: 
manager,  Gordon  Smith,  who  ne 
approved  of  his  son's  theatrical  le 
ings.  But  young  Smith  persisted,  g 
ting  modeling  jobs  at  15  and  comn 
nity  theater  roles.  Dad  at  last  seen 
to  come  around,  giving  him  a  lui 
sum  to  help  pay 
classes  at  the  Univ 
sity  of  Cincinnai 
College  Conservatt 
of  Music.  But  wrj 
Scott  Smith  spent 
too  fast,  father  puL 
the     purse  strii 
tight.  To  cope,  So 
sold  his  piano  a 
started  eating  a  lot 
bologna.  Later,  he  j 
his  break — a  role 
Batman     with  t 
touring    show  Bi 
Bunny  Sports  Spectat 
lar.  Since  then,  he  a 
his      father  ha 
patched  things  up. 

Disapproval  ne 
not  be  fatal.  Indei 
it's  often  a  power 
motivator.  Dina  M' 
rill,  the  daughter 
Edward  F.  Hutton  a 
Marjorie  Mer 
weather  Post,  v* 
told  she  could  l 
come  an  actress  b 
she  had  better  find 
way  to  pay  for  h 
education  herse 
That  she  did,  getti 
a  job  as  a  model  i 
Vogue.  George 
Scott  and  Colle 
Dewhurst  chose  n 
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to  make  things  easy 
for  their  stage-bound 
son,  but  Campbell 
Scott,  25,  has  earned  a 
theatrical  reputation 
on  his  own,  and 
makes  a  living,  hav- 
ing appeared  in  Broad- 
way's Hay  Fever  and 
The  Real  firing. 

Another  way  to 
cope — assuming  you 
are  not  crazy  about 
the  kid's  career 
choice — is  to  cave  in 
and  be  financially  and 
emotionally  support- 
ive, as  Booz,  Allen  & 
Hamilton  partner 
George  Baker  is  of  his 
daughter,  Sarah.  He 
cheerfully  paid  for  her 
schooling  at  Hamp- 
shire College  and 
through  one  semester 
at  the  National  The- 
ater Institute  nine 
years  ago.  Lately, 
though,  he  has  grown 
impatient.  Though 
impressed  with  her 
talent,  he's  fed  up 
with  the  business.  Sa- 
rah, 29,  a  character 
actress  eager  for  clas- 
sical roles,  has  been 
in  a  low-budget  slash- 
er film  and  a  few 
times  has  had  her  television  roles 
wind  up  on  the  cutting-room  floor. 
Her  father  stopped  supporting  her 
three  years  ago,  except  for  part  of  her 
housing,  and  even  that  will  stop  in 
October.  "I  didn't  want  to  make  a 
cripple  out  of  her,  but  until  then  I 
didn't  have  the  heart  or  guts  to  cut  her 
off,"  Baker  says.  He  knows  his  daugh- 
ter "would  never  be  comfortable 
working  at  a  bank,"  but  he  wants  her 
to  use  her  good  mind  at  something 
else.  Undaunted,  Sarah  persists, 
working  at  a  variety  of  jobs  that  allow 
her  to  show  up  at  auditions. 

Morton  Frank,  chairman  emeritus 
of  newspaper  supplement  USA  Week- 
end, and  a  onetime  amateur  actor, 
couldn't  be  more  supportive  of  his 
daughter,  Marilyn  Dodds-Frank,  36. 
He  still  helps  financially,  but  he  isn't 
convinced  that's  the  best  thing  for 
her.  "Eventually  a  parent  or  an  uncle 
is  not  going  to  be  around  to  help  out.  If 
you  give  someone  a  cane,  their  leg 
gets  weak."  Even  so,  Frank  won't — 
can't — turn  his  back  on  his  daughter. 
"I  will  continue  to  support  and  en- 
courage her,"  he  says,  "until  she  is 
fulfilled."  There  is  a  way  to  go.  Mari- 
;ippearance  in  the  upcoming 


Michael  Hayward-Jones,  singer,  dancer  and  actor 
For  a  start,  parental  blessings  and  $36  cash. 


film  Sweet  Lies  fetched  $6,000,  the 
most  she  has  earned  yet. 

The  price  is  high  for  parents  pre- 
pared to  back  the  chase.  It's  not  just 
the  cost  of  food  and  shelter  in  New 
York  or  Los  Angeles,  where  the  most 
action  is.  There  is  also  one-time  stuff 
like  head-shot  photos  ($300  to  $700) 
and,  if  the  kid  gets  a  break,  union  dues 
($800  the  first  year  for  membership  in 
the  Screen  Actors  Guild).  Add  to  that 
acting  classes,  a  health  club  member- 
ship and  a  therapist,  which  some  con- 
sider a  must.  (Says  Michael  Langham, 
director  of  the  drama  division  of  the 
Juilliard  School:  "It  can  be  a  tough, 
ugly  and  hurtful  profession."  Earle 
Gister,  associate  dean  at  the  Yale 
School  of  Drama,  says  one  of  the  basic 
things  he  must  teach  is  how  to  cope 
with  rejection.)  What  with  one  thing 
and  another,  supportive  parents  may 
fork  out  $22,000  to  $27,000  a  year, 
depending  on  whether,  and  how  of- 
ten, their  child  sees  the  shrink. 

The  toughest  hurdles  are  getting  an 
agent  and  membership  in  one  of  the 
unions.  Here's  the  classic  catch.  To 
get  an  agent  or  union  card,  one  needs 
to  work;  to  get  work,  it  helps  to  have 
an  agent  and  union  backing.  To  get 


into  the  Actors'  Equity  Associati 
for  example,  actors  commonly  att 
open  casting  calls.  However,  the  an 
tioning  company  sees  Equity  m« 
bers  first. 

Between  cutting  off  your  kid  . 
being  generous  to  a  fault,  there's  £ 
a  third  way.  Parents  can  support  ei 
tionally  but  not  financially.  Mich 
Hayward-Jones,  the  son  of  a  West 1 
ginia  fireman,  started  in  New  York 
years  ago  on  $36  and  his  parei 
blessing.  He's  now  appearing 
Broadway's  Me  and  My  Girl 

As  for  Jonathan  Fried,  both  pare 
have  been  extraordinarily  support 
in  emotional  terms,  but  "except 
the  occasional  early  birthday  pi 
ent,"  he  has  done  it  on  his  own.  1 
younger  Fried  won  an  acting  scho 
ship  to  the  University  of  Califomi; 
San  Diego  in  La  Jolla,  and  in  the  y 
since  graduation  has  been  gett 
$300  to  $400  a  week  for  occasio 
roles  in  TV  soaps.  He's  also  play 
the  lead  in  the  Lincoln  Center  In 
tute's  production  of  Moliere's  The 
ser,  going  to  auditions  and  rehears 
the  play  Dispatches.  What  does  his 
ther  say?  "I  do  everything  in  my  pc 
er  to  cheer  him  on."  ■ 
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How  to  get  cash  in  five  times  as  many 
places  as  American  Express. 

Whether  you  need  rupees  _ 
for  a  rug  in  Kashmir;  or  ^ 
dollars  for  an  emergency  |g§ 
in  Seattle,  there  are  over  200Q00 
places  worldwide  where  your 
Visa®card  means  cash. 

The  Visa  symbol  means 
you  have  instant  access  to  dollars  or 
drachmas,  cruzados  or  pesos  at  over 
190,000  banks  in  the  US.  and  abroad. 

That's  more  than  five  times  as  many  places 
around  the  world  as  American  Express. 

There  are  also  over  15,000  cash  machines 
where  you  just  enter  your  | 
personal  ID.  number 
and  Visa  card,  and 
you  leave  with  cash. 
Next  time  you  travel,  look  for 
the  Visa  symbol.  It  means  easy 
access  to  cash  in  any  language 


It's  everywhere  you  want  to  be! 


WORLDWIDE  SPONSOR 
1988  OLYMPIC  GAMES 

Q8P 


©  Visa  U.S.A.  Inc.  1987 


The  Falcon 900:  Bend 
technologically  advant 


'1 


as  the  most  advanced  busi- 
l\  ness  jet  that  has  ever 
flown,  the  Falcon  900  offers 
benefits  available  from  no 
other  aircraft  at  any  price. 
Consider: 

•  This  large  3-engine  busi- 
ness jet,  which  is  capable  of 
carrying  19  passengers,  actu- 
ally operates  with  small-air- 
craft efficiency.  At  .80  Mach 
on  a  typical  600  nm  flight  it 
is  almost  two- thirds  more 
efficient  than 

the  Gulfstream  IV  Direct 
operating  costs  run 
hundreds  of  dollars 
less  per  hour. 
/ 1 v xiiis  amazing         •  Computer 

small  airport  versatility  can  be  credited  design  and 

It )  airliner  style  high  1:11  < lei  «  es 

extensive  use 

of  lightweight  composites  make  it  12  tons  lighter 
than  the  Gulfstream  IV 

•  The  3-engine  Falcon  900  can  fly  you 
anywhere  in  the  world — and  it  does  so 
with  the  same  peace  of  mind  as  a 


*  7/ 


The  cabin  is  large  and  sumptuous — and  boasts  more 
width,  headroom  and  usable  space  than  the 
Gulfstream  IV. 


3-  or  4-engine  widebod 
liner.  It  meets  stringent 
airliner  standards  for  om 
water  safety — a  stateme 
current  twin-engine  bu; 
jet  can  make. 

•  The  Falcon  900  geC 
you  where  you're  goin£ 
only  comfortably  but  fa 
has  already  set  several  t; 
oceanic  speed  records. 

•  The  Falcon  900  car 
take  you  places  unreacr 
by  other  large  jets;  to  hi] 

dreds  of  small  airports  around  the  world.  Shoi 
field  performance  is  extraordinary.  For  a  1000- 
flight  its  balanced  field  length  is  actually shorte 
than  the  far  smaller  Citation  IJ's. 

•  The  Falcon  900  is  almost  futuristically  effic 
inside.  Passenger  space,  galley  space,  baggages 
are  ingeniously  maximized.  Twelve  big  eye-leve 
windows  on  each  side  give  the  passengers  a  pat 
ramie  view.  You  enjoy  both  interior  and  exterio 
baggage  compartment  access. 

•  The  Falcon  900  even  saves  you  time  when 
it  is  standing  still.  An  on-condition  maintenanc 


The  Falcon  900:  Advanced  technology 
in  the  service  of  efficiency 
performance  and  comfort. 


:  luxury,  the  most 
aness  jet  ever  built. 


rnnge  Falcon  900  trijet 
u  anywhere  in  the  world. 


program  cuts  cost  and 
downtime.  Computer 
self-diagnostics  ease 
maintenance,  and  main- 
tenance access  is  superb 
Item:  avionics  all 
grouped  in  the  nose. 
(No  business  jet  is  as  advanced  as  the  Falcon 
tmply  because  no  other  business  jet  maker 
)bilize  the  sophisticated  technology  that 

i  it.  It  evolved  from  the  brilliant  aeronau- 
inds  and  vast  technological 
fces  that  created  the  renowned 

fighter.  From  the  builder  of 
nan  5,000  jet  aircraft,  includ- 

ii  880  Falcon  jets  in  world- 
ervice  today. 

as  brought  into  being  with 
etary  computer  design  tech- 
I  so  advanced  that  portions 
ive  been  licensed  to  such 
logical  leaders  as  Boeing 
srcedes-Benz. 

And  the  Falcon  900  is  built  with  the  same 
:e  and  millimetric  precision  as  fighter  jets, 
ample,  wing  planks  are  machined  under  com- 
:r  control  from  solid  blocks  of  aluminum — 
then  chemically  milled  and  assembled  on 
computer-designed  tooling. 


Tlx  900  was  designed  by  tlx  same 
engineering  minds — and  built  to  the 
same  standards — as  the  world  s 
most  renowned 
fighter  jets. 


The  Falcon  900  entered  customer  sen  ice 
in  1986  and  is  in  full  production 
(FAA  certification:  March  21.  1986). 


Rivets  must  be 
driven  perfectly  or 
replaced;  no  crude  shaving  or  filling. 
The  Falcon  900  is  already  in  ser- 
vice— and  from  announcement  to 
first  flight  to  first  delivery,  it  has  been 
exactly  on  schedule.  Immune  to  the 
surprises  and  delays  that  plague  intro- 
duction of  new  aircraft  from  less 
experienced  manufacturers. 

Which  raises  a  final  point  in  favor 
of  the  Falcon  900,  in  terms  of  both  the 
aircraft  and  the  company  behind  it: 
promises  made,  promises  kept. 
For  more  information,  please 
call  Roy  Bergstrom  at  (201)  393-8056,  or  send  us 
the  coupon  below. 


r 


FalconJet 

Teterboro,  New  Jersey  07608 


□  Please  send  more  information  about  the  Falcon  900. 

□  I'd  like  to  arrange  a  sales  presentation. 

Name/Title  

Company  

Address  

City  


State. 


.  Zip. 


Phone . 


Now  flying  a. 


L. 


'J 


Edited  by  Lisa  Gubernick 


Conspicuous 
consumer 

Like  any  good  Japanese  executive, 
I  Yasuo  Goto,  president  of  Japan's 
Yasuda  Fire  &  Marine  Insurance  Co. 
Ltd.,  used  to  spend  weekends  at  the 
golf  course.  "Now,"  says  Goto,  "I  vis- 
it art  museums."  Goto's  investors  and 
policyholders  may  wish  he  would  go 
back  to  the  links. 

In  March  Goto  shocked  the  art  world 
by  paying  $39.9  million  for  Van  Gogh's 
"Sunflowers,"  triple  the  previous  re- 
cord for  a  piece  of  art.  Meanwhile, 
business  at  Yasuda,  Japan's  second- 
largest  nonlife  insurance  company, 
with  $13  billion  in  assets,  is  hardly 
booming.  Last  year's  $89  million  prof- 
its (on  premiums  of  $3.9  billion)  barely 
equaled  those  in  1981.  The  problem: 
sluggish  demand  for  the  company's 
mainstay  fire  and  shipping  policies. 

So  why  tie  up  such  big  money  in  an 
illiquid  investment?  Goto,  64,  calls 
the  Van  Gogh  an  "advance  invest- 
ment." How  will  that  benefit  share- 
holders? "It  will  improve  the  compa- 


ny's image,"  insists  Goto.  What  about 
the  income  statement?  Goto  has  been 
pushing  auto,  auto  liability  and  per- 
sonal injury  insurance.  Results  so  far 
have  been  modestly  encouraging. 
Profits  rose  nearly  10%  last  year. 

Goto  seems  much  more  interested 
in  talking  about  art  than  about  busi- 
ness. Says  he:  "I  intend  to  keep  buying 
[for  Yasuda's  corporate  art  gallery].  I 
am  convinced  that  90%  of  the  Japa- 
nese public  welcomes  having  this 
world-famous  artwork  in  Japan." 

Apparently,  some  of  the  remaining 
10%  are  at  the  Japanese  Ministry  of 
Finance.  At  a  recent  meeting  at  the 
ministry,  the  banking  bureau  director 
reportedly  admonished  Goto  and  his 
company  for  conspicuous  corporate 
consumption. — Hiroko  Katayama 


Bank  shot 

Can  Julius  Erving  teach  a  stockbro- 
ker to  finger-roll  a  basketball? 
Are  there  thousands  of  Saturday 
hoopsters  eagerly  awaiting  video  tips 
from  Magic  Johnson? 

CBS/Fox  Video  President  James  Fi- 
field  thinks  so.  His  company  ($70  mil- 


CBS/Fox  Video's  James  Fifield 
Slam-dunking  a  $2.1  billion  mai 

lion  net  income  on  $381  million  i 
nues  in  1986)  has  committed  se1 
hundred  thousand  dollars  to  start 
line  of  National  Basketball  Ass» 
tion  instruction  and  highlight  ta 
The  first,  retailing  for  $  1 9.98,  f  eati. 
the  recently  retired  Erving ,  was  ta: 
ed  to  hit  the  racks  last  month. 

To  be  sure,  there  are  already  sc 
of  sports  instruction  tapes  on  the 
ket.  What  makes  the  CBS/Fox 
settes  so  special?  For  one  thing,  t 
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They're  lucky  Six  million  other 
tired  Americans  are  in  a  different  boat. 

■  many  Americans,  retirement  is  exactly 
hey  hoped  for.  But  for  others,  retire- 
:an  be  complicated  by  poor  health, 
e  costs  of  retirement  health  care, 
ally  long-term  care,  can  seldom  be 
d  by  personal  savings.  Medicare, 
lid  and  company  retirement  health 
ts  provide  only  a  partial  solution, 
less  additional  ways  are  found  to 
s  retirement  health  care  costs,  the 
vill  ultimately  affect  every  person, 
iny  and  institution  in  our  country. 

A  division  of  Northwestern  National  Life  Insurance  Company,  Minneapolis,  MN  (not  admitted  in  the  State  of  New  York). 
The  North  Atlantic  Life  Insurance  Company  of  America,  Jericho,  NY  (a  member  of  the  NWNL  Companies). 


At  NWNL  Group,  we're  developing  an 
employee  benefit  program  called  LifeScope® 
that  would  provide  for  a  person's  working 
and  retirement  years.  The  LifeScope 
program  is  a  comprehensive  approach  diat 
goes  well  beyond  life  insurance  and  nursing 
home  policies. 

Many  elements  of  the  LifeScope  program 
have  already  been  put  into  place  through 
current  NWNL  Group  benefit  programs. 
Using  our  resources  as  the  nation's  10th 
largest  group  insurance  company,  we  will 


soon  be  adding  more  elements. 

To  find  out  more  about  the  LifeScope 
program  contact  Ginny  Patrick,  NWNL  Group, 
Box  20,  Minneapolis,  MN  55440  or  call 
(612)372-5784. 

Sources  for  statistics:  Employee  Benefit  Research  Institute,  1985; 
National  Underwriter,  1986. 

rul  NWNL  GROUP 

The  right  benefits  for  today. 
The  right  ideas  for  the  future. 


Faces 

Behind  the  Figures 


Texas  bank  commissioner  Kenneth  Littlefield 
"The  economy  has  bottomed  out." 


tapes  will  have  game  highlights  as 
well  as  instruction. 

Having  the  backing  of  a  powerful 
producer  helps,  too.  Most  of  the  tapes 
currently  on  the  market  have  previ- 
ously been  produced  and  distributed 
by  small,  independent  companies  that 
have  neither  the  clout  nor  the  connec- 
tions to  arrange  the  kind  of  distribu- 
tion that  Fifield  is  aiming  for.  For  ex- 
ample, he  intends  to  have  the  Erving 
cassette  distributed  to  thousands  of 
retail  outlets  like  Sears  and  K  mart,  as 
well  as  videocassette  stores  around 
the  country,  and  is  projecting  a  vol- 
ume of  40,000. 

"We  feel  the  sports  business  has  been 
undermarketed,"  says  Fifield,  noting 
that  sports  tapes  account  for  only  about 
3%  of  the  $600  million  in  cassettes 
sold — and  virtually  none  of  the  $2.1 
billion  videocassette  rental  market. 

It's  a  terrific  deal  for  the  NBA, 
which  will  get  half  the  profits — not 
bad  for  a  bunch  of  previously  ignored 
game  tapes.  In  some  cases,  the  hoop 
stars  will  get  a  talent  fee  and  a  per- 
centage of  the  royalties.  Nobody  will 
give  precise  numbers,  but  one  thing  is 
clear:  It's  one  last  lucrative  bow  for 
Dr.  J.— Allan  Dodds  Frank 


Drug  money 

Give  a  doctor  a  painless  way  to 
make  money,  and  you've  got 
yourself  a  revenue  stream.  Just  ask 
James  R.  Roberts,  38,  president  of  18- 
month-old  Kansas  City,  Mo. -based 
Direct  Pharmaceutical  Corp.  The 
firm  buys  drugs  in  bulk  from  manu- 
facturers, then  repackages  them  in 

Larry  Fleming 


red  Pharmaceuticals  James  Roberts 
Why  shouldn't  doctors  sell  drugs? 


smaller  units.  Those  in  turn  are  sold 
to  physicians,  dentists  and  clinics  for 
distribution  to  patients,  making  it 
easy  for  doctors  not  simply  to  pre- 
scribe drugs  but  to  sell  them,  as  well. 

The  repackaging  business  is  a  good 
deal  for  doctors,  who  get  up  to  $3 
apiece  for  each  unit  they  sell,  as  well 
as  for  patients,  who  save  as  much  as 
20%  on  retail  prices.  The  only  losers 
are  the  retail  druggists,  who  fear  los- 
ing business.  They  have  hired  lobby- 
ists to  push  for  federal  and  state  laws 
barring  doctors  from  dispensing 
drugs.  The  potential  profits,  they  con- 
tend, may  tempt  physicians  to  over- 
prescribe,  or  else  prescribe  drugs  sim- 
ply because  they  have  them  in  stock. 

Drug  retailers  have  pushed  through 
legislation  limiting  doctors'  ability  to 
sell  drugs  in  several  states.  They  have 
also  gotten  Representative  Ron  Wy- 
den  (D-Ore.)  to  introduce  a  bill  with 
similar  prohibitions  on  Capitol  Hill. 

But  the  tiny  repackaging  industry 
(total  revenues  for  1986  were  about  $20 
million)  isn't  about  to  roll  over.  Rob- 
erts, himself  a  former  health  care  lob- 
byist, has  joined  with  other  repackag- 
es to  help  form  a  lobbying  group,  the 
Competitive  Health  Care  Coalition. 
His  argument  for  allowing  doctors  to 
continue  dispensing  drugs:  "Office  dis- 
pensing is  one  of  the  most  significant 
benefits  the  medical  care  consumer 
has  gotten  in  the  last  decade." 

If  he's  right,  Direct's  shareholders 
should  benefit.  If  he's  wrong,  the 
stock,  currently  trading  o-t-c  at 
around  5,  will  probably  disappear 
without  a  trace. — Jack  Wynn 


Banking  on  Texas 

Talk  about  hitting  the  ground 
ning.  Scarcely  was  Kenneth  L 
field  appointed  as  Texas'  ban 
commissioner  in  December  tha 
was  mired  in  the  Texas  banking  r 
By  his  own  estimate,  30%  of  Tl 
900  state-chartered  banks  are  in  s 
trouble  and  another  10%  are  pote 
failures.  In  1986,  26  state  and  nat: 
banks  in  Texas  went  under.  So  fai 
year  failures  are  running  at  more 
double  that  rate. 

Bleak  though  the  situation  loo 
the  moment,  Littlefield,  42, 
brighter  days  ahead.  One  ray  of  t 
the  maquiladora  factories,  low' 
assembly  operations  across  the  IV 
can  border  that  often  have  a  "\ 
plant"  on  the  U.S.  side.  Much  o: 
money  earned  on  the  Mexican  si 
spent  in  the  U.S.,  boosting  local  1 
ness.  Littlefield  also  believes 
high-technology  companies  and  t 
ism  will  help  prop  up  the  sag 
Lone  Star  economy. 

Meanwhile,  says  Littlefield, 
legislation  can  help  the  banks  s 
their  problems  themselves.  Unti 
cently,  Texas  law  forbade  bank 
have  branches  more  than  5,000 
away  from  a  main  bank.  That  reqi: 
big  bank-holding  companies  to  1 
scores  of  inefficient  "unit"  ba 
with  autonomous  bookkeeping, 
counting  and  data  processing, 
their  own  senior  executive  staff.  S 
law  has  finally  been  updated  to 
those  restrictions.  That  means 
banks  in  any  one  county  can  m 
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**BIOTECHNOLOGY  NEWS  FLASH** 


AMSTERDAM,  JANUARY  13,  1987-  CETUS 
CORPORATION,  A  LEADING  CALIFORNIA-BASED 
BIOTECHNOLOGY  COMPANY,  ANNOUNCED  TODAY 
THAT  IT  HAS  SELECTED  THIS  DUTCH  CAPITAL  AS 
THE  SITE  FOR  ITS  EUROPEAN  HEADQUARTERS. 

THIS  INITIAL  $15  MILLION  INVESTMENT  BY 
CETUS  BRINGS  TO  OVER  100  THE  NUMBER  OF 
COMPANIES  WORKING  IN  BIOTECHNOLOGY  IN 
HOLLAND. 


Another  Dutch  Success  Story 


ilOTECHNOLOGY  IN  THE  NETHERLANDS: 
i  steadily  expanding  industry  attracting  U.S. -based 
;aders  like  Cetus.  The  EuroCetus  subsidiary  will 
evelop  products  to  combat  cancer  and  serious 
lfectious  diseases,  and  initially  will  employ  at  least 

0  people  in  manufacturing  and  marketing. 

)ther  major  U.S. -based  biotech  companies  already 
'perating  in  the  Netherlands  include: 

MOLECULAR  GENETICS— the  firm's  Dutch 
ubsidiary  is  now  researching  new  plant  products  at 
:s  just-completed  $5.5  million  center  in  Leiden. 

1  CENTOCOR— this  biotechnology  pioneer 

s  developing  and  marketing  imaging  agents  for 
liagnosing  cancer  at  its  new  facility,  also  in  Leiden. 

Motechnology  companies  have  found  that  Holland's 
leep  pool  of  scientific  talent,  central  location,  and 
lighly  developed  distribution  systems  provide 
significant  competitive  advantages. 


^^^H  I  he  Netherlands  29.3 

MM  West  Germany  21.2 
France  20.9 
United  Kingdom  20.8 
S  Belgium  20.0 

1985  RATES  OF  RETURN  (%)  ON  U.S.  INVESTMENT 


And,  the  average  rate  of  return  on  U.S.  direct 
investment  in  the  Netherlands— much  higher  than 
the  European  norm  throughout  the  1980s— is 
another  key  attraction. 

Over  1,000  U.S. -based  corporations  have  invested 
profitably  in  the  Netherlands. 

ARE  YOU  IN  THE  NETHERLANDS  YET? 

If  not,  please  contact: 

Mr.  Pierre  Dobbelmann 

Executive  Director,  United  States  &  Canada 

Netherlands  Foreign  Investment  Agency 

One  Rockefeller  Plaza 

New  York,  N.Y.  10020 

(212)  246-1434 


The  Netherlands 

^the 
Center 

For  Investment 


This  announcement  is  published  by  Gavin  Anderson  &  Company,  which  is  registered  as  an  agent  of  the  Government  of  the 
Netherlands  This  material  is  filed  with  Ihe  Department  of  Juslice.  where  fhe  required  registration  statemem  is  available  for  public 
inspection  Registration  does  not  indicate  approval  of  Ihe  contents  by  fhe  United  Stales  Government 


Faces 

Behind  the  Figures 


Gakkyusha's  Shinichi  Kawabata 
Getting  Japanese  students  into  college. 


and  become  branches,  consolidating 
back  office  staff  and  management. 

The  future?  Even  though  the  bank 
failure  rate  has  been  accelerating, 
Littlefield  contends  that  that  should 
slow  a  bit,  putting  total  failures  for 
this  year  at  just  over  50.  What  about  a 
recovery?  Littlefield  is  aiming  for 
1988.  "The  good  news  is,  the  econo- 
my has  bottomed  out,"  he  reports. 
"The  bad  news  is,  we'll  be  here  a 
while." — Lisa  M.  Keefe 


A  hot  commodity 

William  Bradt,  the  new  chairman 
of  the  New  York  Mercantile  Ex- 
change, wants  to  become  the  Otto 
von  Bismarck  of  the  commodities 
world.  He's  trying  to  unite  several 
warring  principalities — the  Commod- 
ity Exchange,  the  Cotton  Exchange 
and  the  Coffee,  Sugar  &  Cocoa  Ex- 
change— with  which  the  Merc  shares 
its  World  Trade  Center  trading  floor. 

"We  now  have  four  clearing  organi- 
zations and  four  administrations," 
says  Bradt,  a  floor  trader  whose  voice 
is  a  cracked  whisper  by  midaf  ternoon. 
"It  makes  no  economic  sense." 

But  economics  may  not  win  out. 
Although  the  Comex  chairman  sup- 
ports unification  (once  the  Merc  and 
the  Comex  merge,  the  others  should 
follow),  the  plan  still  needs  members' 
approval.  The  Merc's  750-odd  traders 
still  remember  the  late  1970s,  when 
Comex  traders  spurned  a  potential 
merger. 

Back  then,  Comex  traders,  busy 
with  gold  and  silver  contracts,  looked 
down  their  noses  at  the  Merc,  which 

Brad  Trenl/DOT 


Neiv  York  Merc's  William  Bradt 
Can  he  make  the  traders  merge? 


was  barely  surviving  by  trading  plati- 
num and  potatoes.  But  that  was  before 
Michel  Marks,  the  41/2-term  (nine 
years)  chairman  whom  Bradt  re- 
placed, introduced  energy  contracts 
and  turned  the  Merc  into  the  nation's 
fastest-growing  exchange. 

There's  more  to  achieving  a  merger 
than  overcoming  traders'  egos.  A 
Merc  seat  recently  fetched  $145,000, 
$20,000  more  than  a  Comex  seat.  If 
the  two  combined,  Merc  traders  con- 
tend their  investment  would  be  dilut- 
ed. But,  thanks  to  the  recent  precious 
metals  rally,  the  difference  between 
the  seats'  prices  is  rapidly  shrinking. 

The  resurgence  in  precious  metals 
could  help  for  other  reasons  as  well. 
"A  few  weeks  ago  the  oil  pits  were 
dead,"  says  Bradt.  "You  could  see 
guys  eyeing  the  action  over  in  Comex' 
metals  pits.  If  we  merged,  they  would 
have  been  able  to  go  over  there  and 
trade." — Stanley  W.  Angrist 


Money  from  misery 

Sure  it's  tough  to  get  into  Harvard 
or  Yale,  but  it's  not  so  easy  to  get 
into  college  in  Japan,  either.  There, 
only  1  in  12  makes  it  into  the  nation's 
three  top  universities,  where  only 
straight  A  students  even  bother  apply- 
ing. Even  the  sharpest  students  spend 
years  of  mind-numbing  study  and 
sleepless  nights  preparing  for  the  infa- 
mous entrance  exams  that  can  last  as 
long  as  three  days.  The  winnowing 


process  is  called  shiken  jigoku 
"exam  hell." 

But  all  that  suffering  brings  op 
tunities.  Just  ask  Shinichi  Kawai 
Japan's  answer  to  Stanley  Kafl 
who  helps  U.S.  students  prepare 
their  SATs.  Kawabata  runs  Gakl 
sha,  one  of  Japan's  largest  chain 
juku — after-school  cram  schools 
prepare  students  for  the  grueling 
ams.  Kawabata,  35,  founded  his 
juku  in  1972,  while  studying  Mai 
economics  at  Tokyo's  Keio  Univi 
ty.  Today  more  than  20,000  stud' 
attend  Gakkyusha's  53  schools, 
fiscal  year  (ended  in  February)  Ki 
bata's  schools  earned  $1.4  millioi 
revenues  of  $38  million.  Gakkyu 
which  trades  on  Tokyo's  over- 
counter  market,  has  a  market  valv 
$82  million,  making  Kawabata's 
stake  worth  around  $65  million. 

With  80,000 juku  in  Japan,  Kaw 
ta  has  been  looking  abroad,  an< 
April  he  opened  his  first  Amer: 
juku,  outside  New  York  City,  ail 
at  the  children  of  expatriate  Japan 
What's  next?  Kawabata  has  budgi 
$10  million  to  buy  a  college  in 
•U.S.  He  speaks  vaguely  of  "lean 
American-style  school  man 
ment."  More  likely,  however,  he 
use  a  U.S.  college  to  lure  the  incr 
ing  numbers  of  Japanese  who  art 
terested  in  getting  a  foreign  degr< 
not  to  mention  those  Gakkyi 
graduates  who  don't  make  it  into 
anese  universities. — Hiroko  Kataya 
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THE  NEW  MCI  CARD. 

Call  anywhere,  anytime, 
and  get  unsurpassed 
service  at  substantial 
savings.  ^^HHB 

When  business  takes  your 
employees  on  the  road,  the  new  MCI 
Card  is  an  incomparable  value  in  service 
and  savings. 

The  new  MCI  Card  guarantees 
substantial  savings  vs.  the  AT&T  Calling 


substantial  savings  vs.  the  AT&T  Calling 
Card  to  anywhere  in  the  U.S.  that  AT&T 
goes  and  to  more  than.50  countries 
worldwide*  Plus,  the  MCI  Card  gives 
you  significant  savings  oyer  coin, 
collect,  and  third-party  calls  as  well. 

The  new  MCI  Card  also  offers 
extra  value,  like  call  detail  and  the  option 
of  our  unique  customized  cards  with 
your  company's- colors  or  logo. 

A  cost-efficient  option  like  the 
MCI  Card  is  another  example  of  MCI's 
superior  value  for  business.  MCF  has 
spent  more  than  $5  billion  to  build  the 
worlds  most  modern  voice  and  data 
network-to  bring  you  the  clearest, 
cleanest  connections  available  at  the 
office  or  on  the  road. 

To  move  ahead  and  stay  ahead, 
your  firm  needs  unsurpassed  service 
and  substantial  savings.  Put  the  MCI 
Card  to  work  for  you. 

For  more  information, 
call  1-800-888-0800. 


COMMUNICATIONS 
FOR  THE  NEXT  100  YEARS: 

*MCI,  the  MCI  logo  arid  MCI  Caned  are  registered  s©rvi<  e  marts  of  Ml  I 
Communications  Corporation  (MCIC).  ^COMMUNICATIONS  I'OK  THE  NKXT 
100  YEARS  is  a  service  mark  of  MCIC.  0  MCIC:  March  1087.  •Substantial  savings 
on  all out -of -stale  9M)  access  rails  froma«>  toui  h  -tone  phone  i  o.isl  tot  oast. 


PPG  builds  shareholder  valu 

by  the  numbers. 


Over  the  last  10  years,  PPG 
shareholders  have  received  more 
than  a  20  percent  per  year  average 
total  return  on  their  investment. 
This  kind  of  growth  doesn't  happen 
accidentally. 

It  happens  because,  at  PPG, 
we  plan  exactly  where  we're  going 
and  how  we're  going  to  get  there. 
Step  by  step.  GLOBALIZATION. 

 p^Step 

■We  are 

committed 
to  strength- 
ening our 
domestic  core 
businesses.  But 
we  also  recognize  that  many  of  our 
major  markets  have  become  global 
in  scope.  So  we  have,  too. 

In  Europe,  for  instance,  we've 
gone  from  nine  manufacturing  facili- 
ties in  1975  to  22  today.  In  Asia,  from 
one  to  five,  with  more  on  the  way. 

As  a  result,  we  expect  our 
non-U.S.  business  to  grow  from  one- 
fourth  of  our  total  sales  in  1986  to 
one-third  by  1995. 


in  value-added  products.  By  1995, 
value-added  products  should  accoi 
for  more  than  70  percent  of  our  tot 
sales  volume. 

Technology  is  the  key  to  this 
change.  A  perfect  example  is  in 
the  area  of  coatings  and  glass  tech 
nology,  where  we  are  developing 
exciting  new  products  for  tomorrow 


world  cars. 


Step# 


NEW  BUSINES 


TECHNOLOGY 

HHHI  Ten  years  ago,  less 
40  percent  of  our  business  was 


Econon 
condi- 
tions ar 
changing.  Our  go; 
is  to  anticipate 
S§§^  these  changes  am 
then  capitalize  on 
them  as  quickly  as  possible. 

Thaf  s  why  we  established  ou 
new  Instrument  and  Systems  Grou 
We  believe  that  this  new  business 
unit  will  help  us  reach  our  four  per- 
cent annual  real  growth  goal.  Our 
recent  acquisitions  into  the  bio- 
medical systems  market  are  just 
the  beginning. 

We  call  our  strategy  Quality 
Growth.  And  we've  been 
doing  it  successfully  for 
years.  To  find  out  more, 
James  F.  Compton,  Direc 
Investor  Relations,  at  (41i 
434-2120.  Or  write  to  him  a 
PPG  Industries,  Inc.,  One  m  ^ 
PPG  Place,  Dept.  LCM 10,  I  K 
Pittsburgh,  PA  15272.  U 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


reoccupied  Wall  Street  loses  ground.  The  Dow  indus- 
Is  are  off  7%  from  the  Apr.  6  peak  of  2406.  Worries 
ut  a  Federal  Reserve-engineered  rise  in  interest  rates, 
;wed  inflation,  the  inability  of  Latin  American  bor- 
ers to  pay  their  debts  and  missiles  flying  around  the 
sian  Gulf  probably  contributed  to  the  reversal.  Over 
last  two  weeks  the  Dow  fell  4.7%,  while  the  capital- 
ion- weighted  Wilshire  index  of  nearly  5,900  issues 
ered  a  similar  percentage  loss.  The  latter  translates 


into  a  decline  of  more  than  $140  billion  in  market  value  of 
actively  traded  securities. 

While  stock  prices  were  falling,  there  was  no  significant 
change  in  earnings  at  large  corporations.  In  the  last  two 
weeks  The  Forbes  Sales  500  declined  5%  in  price,  and 
their  price/earnings  ratios  (based  on  latest  12-month  earn- 
ings) fell  by  the  same  5%,  from  18.4  to  1 7.5.  Earnings  were 
a  bit  weaker  for  smaller  firms:  The  P/E  on  the  Wilshire 
index  rose  3.3%,  even  though  Wilshire  prices  were  off. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

rcent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

last  4  weeks 

-2.5 

-2.5 

-2.4 

-2.6 

-0.9 

-2.1 

last  52  weeks 

12.7 

12.3 

23.2 

14.4 

16.9 

4.8 

Stock  performance  based  on  six  key  investor  yardsticks 

rcent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share 

price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

last  4  weeks 

-2.7 

0.1 

0.2 

-1.7 

-1.8 

-2.8 

-1.7 

1.0 

0.4 

-1.9 

-2.4 

0.8 

last  52  weeks 

13.4 

33.7 

47.9 

20.4 

12.6 

8.1 

6.7 

41.9 

50.6 

13.7 

12.8 

22.2 

;hire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  Based  on  sales, 
ock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  A  quantitative  evaluation  ot  a  stock  s 
th  image,  determined  by  Wilshire  Associates. 


s:  All  data  for  periods  ending  5/21/87.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
BES,  JUNE  15,  1987 
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Where  the  Action  Is 


No  place  to  hide.  All  nine  Wilshire  sectors  slipped  during 
the  last  ten  trading  days,  as  nervousness  over  the  economy 
caused  investors  to  give  second  thoughts  to  stocks  that 
had  been  selling  on  security  analysts'  dreams  rather  than 
on  reality.  Two  weeks  ago  Computervision  was  priced  at 
80  times  trailing  12-month  earnings,  but  only  16  times 
the  optimistic  forecast  for  1988.  SafeCard  Services  was 


going  for  37  times  current  earnings  and  17  times 
year's  estimate.  In  the  last  ten  trading  days  Comput 
sion  was  off  23%,  while  SafeCard  fell  20%. 

The  four-week  picture  is  not  much  better.  The 
sector  to  be  spared  was  energy,  which  inched  up  2% 
12%  two- week  jump  in  Texaco.  Robert  Holmes  a  C 
acquired  6.4%  of  the  badgered  oil  firm. 


Percent  change  in  last  52  weeks  "O  O  Percent  change  in  last  2  weeks 


Capital  goods 
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0 
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Technology 
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Consumer  durables 


+  50 


-25 


I  I  II  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'86 


'87 


Finance 
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Transportation 
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Consumer  nondurables  and  sen 
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What  the  Analysts  Think 


Spring  fever.  Security  analysts  raised  their  1987  earnings 
estimates  for  four  of  nine  Wilshire  sectors.  The  sharp 
increase  in  the  forecast  for  the  consumer  durables  group 


was  largely  caused  by  higher  expectations  for  Ford,  Ge 
al  Motors  and  Goodyear.  In  contrast,  analysts  redi 
their  estimates  for  technology  stocks  by  3.6%. 


Forecasting  the  Forbes  Sales  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.59 

17.5 

1987  estimates 

3.45 

13.2 

1988  estimates 

4.04 

11.4 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1987 
EPS  P/E 

%  change  in  1987  estii 
in  2  weeks     in  4  we 

l 

Consumer  durables 

$3.75 

12.7 

8.23% 

8.46° 

2 

Raw  materials 

2.36 

15.3 

0.76 

0.99 

3 

Energy 

2.57 

18.2 

0.46 

0.43 

4 

Consumer  nondurables 

2.43 

16.3 

0.31 

0.57 

5 

Utilities 

2.74 

9.5 

-0.06 

-1.69 

6 

Finance 

3.43 

8.9 

-0.48 

-0.98 

7 

Capital  goods 

2.46 

18.0 

-0.48 

-1.56 

8 

Transportation 

2.22 

14.6 

-0.93 

-1.32 

9 

Technology 

2.61 

16.7 

-3.61 

-3.19 

fcarnmg3  pr< 
Estimate  Sy 


ire  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continually  by  the  Institutional  Bi 

S|,  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm. 
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Lomas  &  Nettleton  has  paid  quarterly  dividends 
every  year  for  the  last  fifteen  years  by  investing  in 
people  like  Pete  and  Kathy  Quigney. 


During  the  past  10  years,  Lomas  & 
Nettleton  has  made  over  $22.4  billion 
in  mortgage  loans  to  over  a  quarter 
million  of  America's  hardest  working 
families. 

This  commitment  to  America's 
most  dedicated  workers  has  paid  rich 


dividends.  During  the  last  10  years, 
our  revenues  have  increased  from  $63 
million  to  $500  million,  our  dividend 
rate  has  increased  an  average  of  more 
than  20%  every  year,  our  mortgage 
servicing  portfolio  has  grown  to  $21.3 
billion ...  and  in  just  the  last  five 


years,  revenues,  net  income  and  divi- 
dends have  doubled. 

And  the  future  looks  even  brighter. 
The  fact  is,  America  will  always  be 
building  its  dreams.  And  Lomas  & 
Nettleton  will  always  be  helping 
Americans  afford  them. 


Lomas  &  Nettleton  Financial  Corporation 

The  nation 's  premier  mortgage  banking  institution. 


2001  Bryan  Tower  Suite  3600  Dallas,  Texas  75201   (214)  746-7111 


The  Funds 


Closed-end  bond  funds  are  back  in  style. 
They're  a  sure  bet  for  brokers  and  fund 
managers.  But  for  investors? 


Chasing  yield 


By  David  Henry 


In  the  past  14  months,  assets  of 
closed-end  bond  funds  have  dou- 
bled, to  nearly  $7  billion,  thanks 
in  large  part  to  seven  hugely  success- 
ful new  offerings.  The  big  question  is 
why.  New  buyers  pay  6%  and  7% 
premiums  over  assets  to  get  into  the 
funds.  But,  traditionally,  closed-ends 
eventually  go  to  discounts  of  5%  or 
more.  So  why  are  the  new  buyers  set- 
ting themselves  up  for  an  11%  loss? 

Probably  because  they  are  being 
lured  by  the  prospects  of  high  current 
yields  of  12%,  with  little  regard  for 
what's  happening  to  their  principal.  It 
is  the  same  appetite  for  yield  that  has 
powered  the  tenfold  increase  in  assets 
of  open-end  bond  funds  over  the  past 
five  years.  The  difference  is  that  when 
the  investor  becomes  disillusioned 
with  a  closed-end,  it  costs  him  more 
to  get  out:  that  discount  of  5%,  plus  a 
trading  commission  of  2%  or  so. 

The  biggest  offering  of  the  new  gen- 
eration of  closed-end  bond  funds  is 


the  MFS  Multimarket  Trust.  It  raised 
$1.1  billion  and  thus  counted  as  one 
of  the  largest  initial  public  offerings  to 
begin  trading  on  the  New  York  Stock 
Exchange.  The  sales  pitch  included 
talk  of  an  annualized  current  yield  of 
11%  to  12% — and  that's  after  a  man- 
agement fee  of  about  1%.  This  at  a 
time  when  corporate  bonds  were 
yielding  9%,  before  expenses.  Since 
then,  the  MFS  Government  Markets 
Income  Trust  raised  $850  million. 

Three  other  new  funds  together 
raised  $1.3  billion  with  their  plans  to 
invest  in  high-grade  foreign  corporate 
and  government  bonds,  particularly 
from  Australia  and  New  Zealand, 
paying  nearly  twice  U.S.  rates.  Anoth- 
er two  closed-ends  were  designed  to 
invest  in  municipal  bonds  and  distrib- 
ute tax-free  interest  income  equiva- 
lent to  a  better  than  12%  yield  for 
individuals  in  a  38%  tax  bracket. 

"I  hate  to  be  simplistic,"  says  Keith 
Brodkin,  a  senior  executive  at  Massa- 
chusetts Financial  Services,  manager 
of  MFS  Multimarket,  "but  it  is  cur- 


These  yields  look  nice,  but 

•  •  • 

Principal  is  at  risk.  Option  writing  and  foreign  exchange  can  impair  the 
net  asset  value.  Also,  a  fund's  share  price  can  slip  below  asset  value. 

Fund 

Recent1 
price 

Yield2 

Premium  or 
discount 
to  NAV 

Colonial  Municipal  Income 

9Va 

5.9% 

+  1.3% 

First  Australia  Prime 

8% 

11.4 

-6.1 

Global  Yield 

9% 

11.5 

-10.0 

Kleinwort  Benson  Australian 

10 

12.5 

-5.2 

MFS  Multimarket  Income 

10 

12.3 

+  10.6 

|  MFS  Municipal  Income 

9% 

7.4 

+  K.6 

'All  originaiiy  issued  issued  at  10. 

|  stock  price. 

2Most  recent  dividend  payment,  annualized,  as  a  percent  of  recent 
Sources.  Lipper  Analytical  Services,  the  funds. 

rent  income  that  buyers  want, 
what's  behind  the  high  yields? 
tions,  junk  bonds  or  currency  ri^ 

The  two  municipal  funds,  one 
aged  by  Colonial  Management  A 
ers  and  the  other  by  Massacht 
Financial,  will  buy  the  lowest- 
bonds  and  bonds  that  don't  even 
ratings  and  are  seldom  traded, 
yields  could  easily  be  offset  by  i 
out  of  principal,  if  any  bonds  def 

Prudential-Bache  raised  more 
$750  million  for  its  First  Ausl 
Prime  Income  Fund  last  year 
Australian  government  ten 
bonds  were  paying  13.7%,  or 
more  than  U.S.  Treasury s.  At  the 
the  Australian  dollar  was  wortl 
U.S.  cents.  It  has  since  dropped  aj 
as  5 1  cents,  causing  a  commensi 
dip  in  fund  share  prices,  but  has  re 
ered  to  72  cents. 

The  MFS  Multimarket  fund  fij 
its  "current  yield"  as  12.3%  by  a 
alizing  its  monthly  dividend  of 
cents  a  share  and  comparing  it 
the  current  stock  price.  But 
fourth  of  that  dividend  comes 
writing  options.  What's  wrong 
that?  Simply  that  option  writers 
spend  their  premiums  are  dip 
into  principal  without  realizim 
They  get  hit  with  the  usual  cai 
losses  during  bear  markets  and 
unable  to  catch  up  during  raj 
That's  because  their  bonds  get  c, 
away.  Over  time,  then,  option  wr 
eat  into  their  principal.  The  prerr 
income  is  no  free  lunch. 

The  three  foreign  funds  are  alri 
trading  at  discounts  (see  table).  S< 
the  three  other  new  funds — the 
Multimarket  fund  and  two  munit 
bond  funds — are  trading  at  premil 
to  their  net  asset  values.  The  . 
Multimarket  and  Colonial  Munic 
Fund  portfolios,  moreover,  were 
being  invested  when  the  bond  ma 
tumbled  in  early  spring,  so  asset 
ues  haven't  suffered  the  full  brui 
the  recent  bear  market  in  bonds. 

But  even  if  bond  prices  hold  foi 
moment,  history  is  not  on  the  sic 
initial  investors.  In  the  1970s 
closed-end  bond  funds  came 
most  near  the  top  of  the  bond  mai 
in  1976.  When  the  market  tur 
their  prices  fell  to  discounts 
didn't  recover  until  1985,  says  Th 
as  Herzfeld  whose  Miami-based 
specializes  in  closed-end  funds.  Si 
prices  also  tend  to  fall  when  \ 
Street  quits  promoting  the  stocl 
few  months  after  the  underwriting 
says.  "These  [initial  offerings) 
great  short  sales,  because  there's  p 
ty  of  stock  around,  and  you  know 
the  premiums  are  going  to  hav< 
come  out  of  them  eventually."  ■ 
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Insight's  table  of  contents  is  informative, 
colorful,  organized,  easy  to  read — and 
illustrates  immediately  the  wide  range  of 
coverage  in  our  newsweekly. 

A  major  cover  story  upfront,  of  course,  and 
an  editors'  page  at  the  back.  In  between,  a 
progression  of  regular  departments — from 
Nation  and  World  to  Business,  Health, 
Science,  People,  Law,  Media,  Books,  Film 
and,  frequently,  Education,  Sports,  Music, 
Dance,  Theater,  Television,  Art,  Design  and 
Americana. 

For  busy  readers,  pressed  for  time,  there  is 
a  summary  precede  to  each  article.  Plus 
Briefing  pages — a  first  among  the  news- 
weeklies — that  expand  a  department's 
primary  report  with  additional  news 
highlights. 

Insight  Magazine:  Wide-ranging  and 
important  news  that  can  affect  tomorrow, 
lively  cross  sections  of  the  world  in 
progress.  And  a  fast-growing,  efficient 
media  buy  for  today's  quality  advertisers. 


For  more  information,  contact  your  nearest  Insight  sales  rep.: 
Chicago,  IL  60601—333  N.  Michigan  Ave.,  (312)  346-8810  •  Los 
Angeles,  CA  90025—12100  Wilshire  Blvd.,  (213)  820-1550  •  New 
York,  NY  10166—  200  Park  Ave.,  (212)  599-1730  •  Washington, 

DC  20002—3400  New  York  Ave.  N.E.,  (202)  636-8870 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  303/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303,  Ft.  Garland, 
CO  81133. 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYA86- 1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO:  Florida  AD  20537 
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MONEY  &  INVESTMENTS 

f  a  salesman  tries  selling  you  a  PIK,  be 
areful.  Some  of  these  newfangled  bonds 
lire  a  decent  risk,  but  others  are  not. 

NEVER  NEVER 
MONEY 


By  Ben  Weberman 


j'he  newest  gimmick  in  junk  bond 
inancing  has  a  fancy  name:  pay- 
ment in  kind.  PIK  allows  a  company 
jnancing  a  multibillion-dollar  take- 
jver  or  antitakeover  restructuring 
b  cover  interest  (or  dividends)  on  an 
s>sue  of  bonds  (or  redeemable  pre- 
ferred) in  still  more  debentures  or 
href  err  eds. 

|  Some  of  these  PIKs  are  decent  in- 
vestments. As  with  so  many  other 
anovations,  however,  the  major 
itenefit  often  goes  to  the  big  profes- 
iional — the  issuer  in  this  case — at 
He  expense  of  the  public  investor. 
i  In  effect,  the  payment  of  interest 
p  yet  more  pieces  of  paper  from  the 
usuer  makes  the  security  a  zero 
:oupon  issue.  The  risks  and  rewards 
if  these  PIKs  are  similar  to  those  for 
ieros.  The  reward,  of  course,  is  a  fat 
Interest  rate,  up  to  16%  or  so.  As 
|/ith  conventional  zeros  from  low- 
irade  credits,  the  big  risk  is  that  the 
Issuer  will  get  into  financial  trouble 
iefore  you  see  any  of  your  money, 
'■lever-never  coupons. 
:  Another  disadvantage  is  that  in- 
liome  taxes  must  be  paid  on  the  so- 
lalled  interest  or  dividends,  even 
pien  you  are  receiving  no  cash, 
fhat's  also  true  of  conventional  ze- 
bs  and  of  partial  zeros,  which  pay 


[en  Weberman  is  a  senior  editor  of  Forbes 
lagazine. 


no  interest  for  several  years  and 
then  pay  normal  interest.  Partial  ze- 
ros have  been  used  in  the  buyout  or 
refinancing  of  Macy,  Owens-Cor- 
ning Fiberglas,  Multimedia,  Nation- 
al Gypsum  and  Supermarkets  Gen- 
eral, among  others. 

Most  of  the  PIKs,  as  well,  were 
created  by  companies  undergoing  a 
steeply  leveraged  buyout  or  refi- 
nancing. That  is,  management  and 
friends  buy  out  public  stockholders 
with  cash  raised  from  gargantuan 
fixed  income  offerings.  The  man- 
agement group  retains  the  equity. 
The  insiders  sell  off  parts  of  the 
business  to  raise  funds,  pay  off  some 
or  all  of  the  debt  and  end  up  with 
the  big  rewards.  If  their  business 
acumen  holds  out.  If  it  doesn't, 
bond  and  preferred  investors  are  left 
holding  the  bag. 

PIK  bonds  have  been  used  in  the 
leveraged  refinancing  of  Safeway 
Stores  and  the  management  buyout 
of  Beatrice  Foods.  PIK  preferreds 
helped  refinance  or  buy  out  Frue- 
hauf,  Allied  Stores,  Revco  and 
Turner  Broadcasting. 

The  issuers  of  PIK  debt  have  the 
right,  generally,  to  pay  interest  in 
kind  or  in  cash.  Look  at  Safeway,  a 
$5  billion  deal.  Banks  provided  $2.6 
billion  in  loans,  publicly  issued  sub- 
ordinated notes  provided  another  $1 
billion,  and  PIK  debentures  covered 
another  $1  billion.  The  PIK  deben- 
tures, due  in  2006,  nominally  yield 
15%,  but  that  return  is  likely  to  be 
in  more  debenture  paper  in  early 
years.  But  Safeway  has  the  option  to 
pay  in  cash — assuming  it  can  scare 
up  the  money. 

In  theory,  even  without  the  cash 
interest  payment,  it  should  be  pos- 
sible to  generate  a  high  return  by 
selling  into  the  market  the  semi- 


annual payments  in  kind.  That's 
like  selling  a  piece  of  a  zero  coupon 
bond  to  get  income. 

But  call  provisions  make  these 
PIKs  worse,  from  an  investor's 
standpoint,  than  zeros.  Most  zero 
bonds  are  callable  at  only  at  the 
final  payoff  value  of  100,  even 
though  the  original  purchase  price 
is  as  little  as  10  or  20  and  it  takes  a 
long  time  for  the  value  to  build  up 
to  anything  close  to  100.  That  pro- 
vides great  protection  against  early 
redemption.  No  corporate  treasurer 
will  pay  100  for  something  worth  a 
small  fraction  of  that. 

The  PIKs,  however,  are  issued  at 
par  and  are  callable  usually  at  par, 
no  premium  over  100 — although 
there  are  some  periods  when  the 
call  price  is  at  a  slight  premium  and 
other  times  when  the  debentures 
are  not  callable.  The  Safeway  bonds 
have  a  lot  of  complicated  and  con- 
fusing call  provisions.  During  cer- 
tain years  they're  callable  at  par,  in 
other  years  at  a  premium  and  at  yet 
other  times  not  at  all.  (To  keep  in- 
vestors really  off  guard,  there's  a 
Vz%  cut  in  the  coupon  in  the  third 
year  of  the  bond.) 

Thus,  investors  can  lose  money 
in  an  early  call.  That's  because 
these  and  other  securities  like  them 
may  be  trading  at  a  premium  price. 

What's  wrong  with  early  calls? 
They  make  for  a  lopsided  interest 
rate  bet  between  issuer  and  inves- 
tor. If  interest  rates  shoot  up,  the 
investor  is  locked  into  a  low  return. 
If  interest  rates  fall,  the  investor 
hasn't  locked  in  anything  at  all.  His 
good  investment  gets  called  away. 

All  that  said,  some  PIKs  pay 
yields  high  enough  to  compensate, 
says  John  Kolatch,  director  of  corpo- 
rate bond  research  at  Goldman, 
Sachs.  The  Beatrice  bonds,  under 
the  name  BCI  Holdings,  pay  15'/4% 
and  are  due  in  2002.  After  a  partial 
redemption,  $520  million  remain 
outstanding  and  trade  at  102. 
They're  callable  anytime  at  par — 
and  a  call  is  a  distinct  possibility, 
with  Beatrice  planning  to  take  some 
operations  public. 

Kolatch  says  the  Safeway  15s  of 
2006,  currently  trading  at  101  Vi, 
aren't  bad.  The  bonds  may  be  called 
through  1988  at  100,  but  if  they  last 
a  year,  you  get  a  13.6%  return.  If 
they  don't  get  called  and  the  bond 
remains  at  a  price  of  101  Vi  as  the 
PIK  coupons  come  out,  then  your 
return  is  15%.  That  beats  the  12% 
available  on  more  conventional 
Safeway  bonds.  ■ 
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The  folks  who  have  been  beating  this  bull 
market  the  most  are  the  ones  most  apt  to 
suffer  a  beating  when  prices  finally  fall 

WHAT  GOES  UP... 


By  Kenneth  L.  Fisher 


When  they  hired  my  firm  last  No- 
vember, these  folks  wanted  safety, 
moderate  capital  gains  and  $35,000 
of  annual  yield  from  their  million- 
dollar  portfolio.  When  they  fired  us 
last  month,  they  were  upset  be- 
cause their  account  hadn't  beaten 
the  Dow  fones  industrials. 

Of  course  it  hadn't.  Their  account 
was  33%  in  stocks,  which  were  up 
but,  as  often  happens  with  new  pur- 
chases, not  as  much  as  the  market. 
Another  40%  was  in  discounted 
convertible  bonds  (see  my  May  18 
column),  providing  the  $35,000  in- 
come they  needed — and  up  nicely  in 
a  period  when  the  bond  market  was 
down.  The  last  25%  was  in  tax-free 
money  market  funds  for  liquidity — 
in  case  of  lower  prices  later.  Income, 
safety  and  moderate  capital  gains. 
Just  what  the  customers  asked  for. 

So  they  fired  me.  They  just 
couldn't  face  not  "getting  their 
share"  in  a  massive  bull  market.  My 
prediction  is  that  my  departed  cli- 
ents will  go  on  to  lose  their  shirts. 
In  blind  greed  they  will  be  suckered 
into  overpriced  stocks  just  before  a 
nosedive.  I  have  seen  this  pattern 
too  often.  Greed  is  a  terrible  guide 
to  investing. 


Kenneth  L.  Fisher  is  a  Woodside,  Calif. -based 
money  manager  He  has  uritten  two  hooks. 
The  Wall  Street  Waltz  and  Super  Stocks. 


I  tell  this  story  not  out  of  anger 
over  a  lost  client  but  to  make  a 
point.  Good  money  management 
starts  with  sticking  to  a  good  long- 
term  strategy.  That  doesn't  mean 
rigidity  and  inflexibility.  But,  then 
again,  it  doesn't  mean  jumping  into 
stocks  to  chase  rising  prices — and 
jumping  out  at  the  first  smell  of 
crisis.  My  ex-clients  asked  for  a  con- 
servative strategy  but  were  spooked 
out  of  it  by  rising  prices. 

This  extraordinary  bull  market 
has  disoriented  many  folks'  invest- 
ment expectations.  They  want  big 
gains.  Now.  They  forget  that  a  50% 
annual  gain  followed  by  a  25%  an- 
nual loss  gives  a  return  of  only  a  bit 
over  6%  a  year — which,  from  anoth- 
er viewpoint,  is  exactly  equal  to  a 
25%  annual  gain,  followed  by  a  10% 
annual  loss.  You  can  beat  that  with 
two  10%  yearly  gains  back-to-back. 
The  key  is  to  avoid  losing  money — 
to  avoid  the  beating  of  a  down  year. 
Trite  as  it  may  sound,  in  making 
money  it  is  often  the  tortoise,  not 
the  hare,  that  wins  the  race. 

And  most  folks  don't  need  super- 
human rates  of  return  if  they  are 
careful.  The  trick  is  to  keep  the 
money  building  steadily.  For  exam- 
ple, if  a  30-year-old  with  $7,500  in  a 
tax-free  IRA  could  compound  his 
money  at  15%  annually,  he  would 
be  a  millionaire  well  before  retire- 
ment— without  adding  a  cent  in 
new  money.  Steady  does  it. 

I'll  make  a  flat  prediction:  The 
folks  who  have  been  beating  this 
bull  market  the  most  in  its  latter 
stages  will  take  a  terrific  beating 
when  the  next  full-fledged  bear 
market  de-hibernates.  For  instance, 
it's  well  known  that  the  top-per- 
forming mutual  funds  in  any  single 
year  are  seldom  among  the  top  per- 


formers over  the  next  five  yea] 
Usually,  their  big  bucks  come  ju 
before  their  big  busts,  because  th 
are  chasing  hot  trends.  There  is  ; 
ways  a  new  craze,  which,  a  fe 
years  later,  looks  just  crazy. 

Instead,  pick  a  viable,  time-te^ 
ed,  long-term  strategy  and  sti< 
with  it,  despite  temporary  perio 
when  you  may  not  keep  up  with  tl 
Dow  Joneses.  My  strategy  is  simpl 

Buy  unpopular  stocks  of  god 
companies  and  hold  on  to  them  fj 
three  to  five  years,  or  longer  if  ne 
essary.  Sometimes  you  can  find  la 
of  unpopular  stocks,  and  othl 
times  the  whole  market  is  too  popi 
lar.  (You  can  paint-by-the-numbei 
on  popularity  via  a  "tripod  pncin; 
approach,  which  averages  low  P/E 
low  PSRs  and  low  price-to-book  I 
tios.  My  Oct.  7,  1985  column  e 
plained  tripod  pricing.) 

Then,  diversify.  Never  spet 
more  than  5%  of  your  boodle  oni 
single  stock.  This  means  you  net 
at  least  20  stocks  to  get  fully  i 
vested.  You  are  even  better  off  wi 
30.  I  first  learned  this  5%  rule  fro 
Ben  Graham's  1949  classic  boo 
The  Intelligent  Investor. 

What  if  you  can't  find  30  goa 
cheap  stocks?  Graham  knew  th 
meant  the  market  must  be  horribi 
overpriced.  In  that  case,  hanging  c 
to  cash  or  equivalents  is  good  strati 
gy.  Patiently  await  the  bargains  th 
will  eventually  arise  through  eith 
single  stock  price  declines  or  a 
overall  bear  market.  Maintainii 
discipline  and  patience  can  be  ha: 
in  the  later  phases  of  a  bull  marke 
but  it  eventually  pays  off. 

Right  now  I  can't  find  enough  ba 
gain  stocks  that  meet  my  Ion 
standing,  penny-pinching  criteria 1 
fill  my  portfolios  via  the  5%  rule.  S 
I'm  keeping  lots  of  cash  in  all  n 
managed  portfolios — even  if  it  cos 
me  some  business.  Are  there  ar 
stocks  I  still  like?  Three  I  do  like  a: 
Gilbert  Associates  (40),  House  of  Fabri 
(15)  and  Swank,  Inc.  (13). 

What  about  Texaco  (38),  a  stock 
was  hot  for  at  lower  prices?  Its  pric 
should  be  much  higher  years  dow 
the  road,  but  meanwhile  the  histoi 
of  bankruptcies  says  that  folks  wi 
get  shaken  from  their  current  opt 
mism  as  they  eventually  reali; 
what  ah  extraordinarily  long,  nasi 
grind  bankruptcy  proceedings  real! 
are.  Buy,  but  later,  perhaps  at  lowi 
prices.  If  you  own  it,  either  be  vei 
patient  through  a  long  and  bump 
ride  or  sell  now,  looking  to  rebuy  i 
a  year  or  two.  ■ 
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"Did you  see 
the  cartoon 
where  the  guy 
says  to  his  wife. . " 


"\"\7'7rHENyou  mail  the  special  coupon  be- 
\X/  low,  you'll  be  able  hereafter  to 

▼  ▼  answer  yes. 

Yes,  you  saw  the  cartoon. 

Yes,  you  saw  what  Pauline  Kael  wrote  about  the 
movie. 

Yes,  you  caught  Edith  Oliver's  review  of  the  show. 

Yes,  you  follow  Whitney  Balliet  on  jazz,  Arlene 
Croce  on  dance,  Andrew  Porter  on  classical  mu- 
sic, Calvin  Tomkins  on  the  art  world.  Along  with 
Naomi  Bliven,  William  Maxwell,  VS.  Prichett, 
and  George  Steiner,  among  others,  on  books. 

Yes,  you  relish  the  way  Elizabeth  Drew,  Andy 
Logan,  John  Newhouse,  and  others  report  on 
politics.  Not  to  mention  the  all-around  report- 
ing of  observers  like  E.J.  Kahn,  Jr.,  Jane  Kramer, 
Berton  Roueche,  Susan  Sheehan,  Calvin  Trillin, 
and  Thomas  Whiteside. 

Yes,  you  delight  in  the  work  of  poets  like  John 
Ashbery,  Amy  Clampitt,  James  Merrill,  WS.  Mer- 
win,  Howard  Moss,  Dave  Smith,  and  Robert 
Penn  Warren. 

Yes,  you  revel  in  the  fiction.  Short-story  writers 
like  Donald  Barthelme,  Ann  Beattie,  Mavis  Gal- 
lant, Cynthia  Ozick,  Isaac  Bashevis  Singer, 
Muriel  Spark,  Peter  Taylor,  and  John  Updike. 

Yes,  you  read  The  New  Yorker. 

Isn't  it  nice  to  be  in  on  it  all? 


Get  it  for  the 
basic  rate  of  61. 5$ 
a  week  instead  of 

75  at  the  newsstand. 
Mail  this  coupon. 


r 


PLEASE  ENTER  MY  SUBSCRIPTION  FOR  32  IJJUE5  AT  OUR 
REGULAR  RATE  OF /I9fo9  AND  BILL  MY  CREDIT  CARD 

Charge  my 


□  MasterCard 

□  VISA 

□  American  Express 

/ 

Account  No. 

Exp  date 

Signature 

Name 

Please  print 

Address 

Apt.  No. 

City 

State 

Zip 

L_. 


□  Bill  me  direct  instead. 

□  Oh,  hell.  Let's  make  it  easy.  Here's  my  check  for  $19  69 
now  as  payment  in  full. 

uau-B  THE  NEW  YORKER 

8F7A0  25  West  43rd  Street,  New  York,  NY  10036 


Stock  Trends 


MONEY  &  INVESTMENTS 

The  slock  market?  Hoping  to  catch  an 
Elliot  Wave  with  a  splintering  surfboard. 

GOOD  TO  BE  BACK 


By  Ann  C.  Brown 


I  celebrated  my  tenth  year  of  writ- 
ing this  column  by  not  writing  in 
what  would  have  been  my  decenni- 
al issue.  Talk  about  great  timing.  In 
my  absence,  the  stock  market  came 
down  with  a  nasty  case  of  the  vola- 
tilities— nearly  100-point  intraday 
moves — which  made  most  forecasts 
worthless  before  the  word  proces- 
sors cooled  off.  Thankful  am  I  for 
the  lucky  gift  of  time  and  space  to 
try  to  put  things  in  perspective. 

First  of  all,  inflation.  It  now  ap- 
pears that  the  rate  for  1987  may  be 
higher  than  the  consensus  previous- 
ly expected.  The  conventional  "up 
4%  "  wisdom  may  come  in  closer  to 
5%  if  OPEC  continues  its  surprising 
success  in  keeping  petroleum  pro- 
duction under  control.  Also,  if  the 
incipient  drought  in  the  U.S.  and 
the  heavy  rains  in  the  U.S.S.R. 
plains  negatively  affect  grain  and 
livestock  prices.  And  if  the  dollar 
keeps  dropping  vis-a-vis  foreign  cur- 
rencies and  domestic  manufactur- 
ers raise  their  prices  along  with  the 
overseas  competition. 

Interest  rates?  Usually  these  par- 
allel the  inflation  rate.  However, 
this  time — especially  in  light  of  the 
recent  sharp  climb— they  may  fall 


Ann  C.  Brown  is  dvef  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC.  Brown  &  Associates. 


back  50  basis  points  or  more  during 
the  third  quarter.  The  reason  for 
this  possible  aberrant  behavior  is 
that  beneath  the  deceptively  cheer- 
ful statistics  on  first-quarter  GNP 
growth,  leading  indicators  and  the 
low  unemployment  rate,  the  econo- 
my is  weak  in  several  spots.  The  Fed 
seems  to  be  in  no  mood  to  snug  the 
life  out  of  business  and  risk  reces- 
sion for  the  sake  of  preventing  an- 
other 1%  or  so  rise  in  the  CPI.  My 
guess  is  that  the  governors  will  let 
higher  prices  and  the  massive 
amount  of  consumer  debt  act  as  de- 
terrents to  a  public  spending  binge. 
Helping  keep  rates  within  reason, 
too,  will  be  the  relatively  moderate 
demand  for  money  from  the  corpo- 
rate sector  for  acquisitions,  capital 
expenditures  and  stock  repurchases. 

The  budget  deficit?  Still  very 
much  with  us.  Whatever  the  Trea- 
sury takes  in  over  and  above  initial 
projected  tax  receipts  (if  anything) 
will  be  or  already  has  been  spent  on 
propping  up  shaky  banks  and  S&Ls, 
additional  farm  aid  and  heavily  lard- 
ed pork  barrel  projects,  like  the  re- 
cent veto-overridden  highway  con- 
struction bill.  After  all,  it's  nearing 
election  time  again,  and  a  little  fis- 
cal irresponsibility  has  rarely  hurt 
incumbents — congressional  rheto- 
ric notwithstanding. 

The  imbalance  of  trade?  Improv- 
ing ever  so  slowly  with  a  long,  long 
way  to  go.  The  Reagan  Administra- 
tion has  symbolically  slapped  Japan 
on  the  wrist,  while  Uncle  Sam  con- 
tinues to  take  it  in  the  chops  from 
Taiwan,  South  Korea  and  other 
newly  industrialized  countries. 
While  the  physical  volume  of  our 
exports  grows,  the  dollar  value  of 
the  goods  we  import  increases  be- 
cause of  our  depreciated  currency, 


resulting  in  a  slightly  better  th 
zero-sum  game. 

The  stock  market?  Hoping 
catch  an  Elliot  Wave  with  a  spl 
tenng  surfboard.  Less  talk  of  3C 
on  the  Dow  near  term,  but  few 
sponsible  parties  predicting  a  ds 
below  2000.  The  market  probal 
will  continue  to  spike  in  a  2150 
2499  range  until  mid-autumn,  w 
the  summer  likely  to  be  calm  co 
pared  with  the  first  six  months.  T 
bond  market  could  offer  a  brief  n 
ment  of  competition  after  its  reef 
pounding,  but,  once  that  rally 
past,  equities  probably  will  rern^ 
the  investment  choice  for  cash-L 
en  investors  here  and  abroad. 

Which  stocks,  then?  Institutiol 
money  managers,  foreign  and  d 
mestic,  will  be  reluctant  to  p| 
with  their  quality,  big-capitalij 
tion,  optionable  favorites.  In  fa) 
look  for  continued  buying  in  tl 
group  on  pull-backs — like  that  p| 
vided  by  the  recent  correction.  Sj 
attractive  and  down  around  15 
from  their  52-week  highs  are  Ami 
can  Express  (30),  Upjohn  (44)  and  <. 
ternatiotvzl  Paper  (46),  which  ji 
split  2-for-l. 

High  on  my  list  are  several  sou| 
secondary  situations  suitable  for  j 
vestors  willing  to  take  considei 
risk  for  considerable  reward.  Q 
such  stock  is  Marsh  &  McLennan  (3 
the  big  insurance  broker,  selling  sj 
nificantly  below  last  year's  highj 
76,  in  spite  of  the  fact  that  the  coj 
pany  reported  a  40%  first-quarj 
gain.  For  the  year  as  a  whole,  MJv 
is  expected  to  earn  $4.40  to  $4.] 
vs.  $3.30  in  1986.  Currently,  t| 
stock  is  selling  around  10  tiri 
next  year's  estimated  earnings  j 
share.  Since  the  company's  histd 
cal  P/E  ratio  is  around  15  to  16,  tj 
stock  could  sell  at  around  $85  [ 
share  by  year-end  1988. 

Singer  Co.  (39)  is  another  compal 
with  a  20% -plus  annual  earnin 
growth  potential,  selling  at  10  tin 
estimated  earnings  per  share.  T\ 
company  is  now  out  of  the  sewi) 
machine  business  and  is  a  mal 
factor  in  defense  electronics.  N{ 
programs  going  into  producti 
should  enable  SMF  to  earn  $3.80 1 
share  in  1987  and  $4.50  next  yeai 

For  a  variety  of  reasons,  the  bi 
kerage  company  stocks  have  si 
fered  over  the  past  few  weeks.  Mo 
prices  are  off  20%,  which  in  soii 
cases,  like  AG.  Edwards  (28),  appe; 
unwarranted.  AGE  could  earn  clc 
to  $3  per  share  this  year,  with  $3. 
or  so  possible  in  1988.  ■ 
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MONEY  &  INVESTMENTS 

E  with  cowboys  before  them,  a  glorified 
'ersion  of  the  manual  laborer  is  being 
ised  to  sell  beer,  trucks  and  vacations. 

LOVE  A  DODO  BIRD 


By  Srully  Blotnick 


Khen  most  Americans  hear  the 
|ame  P.T.  Bamum,  they  smile  qui- 
:ly  or  snicker.  This  19th-century 
iiaracter  is  associated  in  their 
iiinds  with  circuses  (Barnum  &  Bai- 
y),  hucksterism  and  hype.  Not 
lirprisingly,  one  of  the  best  biogra- 
|iies  ever  written  of  the  man  is 
pititled  simply  Humbug. 
!  Yet  even  Barnum's  contemporar- 
ks  realized  that  he  was  unique, 
ere  was  a  man  who  truly  under- 
ood  public  sentiment — under- 
ood  it  so  well,  he  was  often  able  to 
lanipulate  it  for  his  own  financial 
lin.  As  Barnum  himself  said  in  his 
Jtobiography,  "It  was  my  mono- 
lania  to  make  the  town  wonder 
id  town  talk."  Neil  Harris,  the 
niversity  of  Chicago  history  pro- 
ssor  who  wrote  Humbug,  tells  us 
lat  Barnum  devoted  his  life  "to 
;veloping  methods  of  attracting 
ablic  attention." 

One  technique  that  P.T.  used  was 
)  find  something  that  is  disappear- 
ig — an  endangered  species — and  to 
:11  folks  a  look  at  the  rare  bird. 

By  the  1840s,  Barnum's  heyday, 
lat  meant  Indians.  Barnum  attract- 
i  large  East  Coast  crowds  by  hav- 


ully  Blotnick  is  a  business  psychologist 
ad  author  of  Ambitious  Men:  Their  Drives, 
reams  and  Delusions,  just  published  by 
king  Press. 


ing  on  display  in  his  "Museum"  (a 
forerunner  of  his  circus)  tomahawk- 
carrying  individuals  who  were 
billed  as  "brutal  savages  just 
brought  back  from  killing  white 
men  in  the  Far  West."  (Actually, 
Barnum  complained  to  a  friend, 
"The  lazy  devils  want  to  be  lying 
down  nearly  all  the  time.") 

Consciously  or  unconsciously  the 
nation's  imagemakers  have  learned 
a  lesson  from  Barnum.  The  lesson  is 
that  there's  a  nice  market  out  there 
for  romanticized  versions  of  disap- 
pearing species.  Take  the  farmer.  As 
this  species  dwindled  in  number, 
people  who  had  never  been  on  a 
farm  wanted  to  learn  more  about  it. 
Farm  life  was  romanticized  to  such 
an  excessive  degree  that  the  na- 
tion's agricultural  economic  poli- 
cies have  been  distorted  ever  since. 

Then  it  was  the  cowboy's  turn. 
Mounted  on  his  trusty  steed,  he 
packed  them  into  the  movie  houses 
in  the  1930s,  1940s  and  1950s,  and 
still  sells  cigarettes  around  the 
globe — even  though,  in  the  real 
world,  he  has  nearly  disappeared. 

Who  came  next?  The  blue-collar 
worker.  Hollywood  and  TV  have 
created  hordes  of  these  heroes,  such 
as  Bronson,  Eastwood,  Reynolds, 
Norris  and  Stallone,  not  to  mention 
the  Hogans,  Hulk  and  Paul.  Bruce 
Springsteen  sings  the  glories  of  the 
factory  worker.  And  guess  who  else 
is  on  the  blue-collar  bandwagon? 
Madison  Avenue. 

Americans  who  haven't  heard  a 
single  Springsteen  song,  therefore, 
have  been  exposed  to  similar  depic- 
tions. The  glorified  one-dimension- 
al image  of  a  manual  laborer's  life  is 
used  to  sell  beer,  paper  towels,  ap- 
pliances, pickup  trucks  (even  from 
Japan)  and  vacations.  The  real  mes- 


sage sent  by  the  commercials  is,  "If 
you  want  the  truth,  ask  the  working 
man.  He's  genuine.  He's  honest." 
The  unspoken  implication  is  that 
office  workers,  by  contrast,  are  liars 
and  thieves. 

To  anyone  who  has  been  ripped 
off,  first  by  a  glib  car  salesman  wear- 
ing a  jacket  and  tie  and  then  again  a 
few  months  later  by  a  mechanic  at 
the  dealership  who  was  supposed  to 
fix  the  recently  purchased  car,  this 
distinction  seems  questionable. 

However,  it's  certainly  having  an 
effect  on  the  self-confidence  of  of- 
fice professionals.  If  people  wearing 
hard  hats,  laboring  on  an  assembly 
line  or  driving  trucks  are  examples 
of  "a  working  man,"  then  those 
who  spend  their  day  in  an  office 
handling  paper  and  words  obviously 
must  be  "nonworking."  Not  only 
are  the  brainy  more  deceitful  than 
the  brawny,  but  the  white-collars 
are  goofing  off  day  after  day,  while 
the  economy's  more  important 
products  are  being  turned  out  by 
people  who  work  with  their  hands. 

Never  mind  that  1 7  million  of  the 
19  million  jobs  created  in  the  1970s 
were  in  the  service  sector,  with  the 
trend  continuing  in  this  decade. 
The  prevailing  myth  is  that  these 
jobs  must  be  inferior  to  the  high- 
wage  positions  in  manufacturing 
they  are  allegedly  replacing.  In  fact, 
the  age-adjusted  wages  mostly  are 
the  same,  but  my  point  is  that  the 
social  status  of  office  workers  re- 
mains shaky.  The  glamorized  image 
of  "the  working  man"  makes  many 
white-collar  professionals  feel  like 
fakes.  Is  it  any  surprise  that  they  are 
so  responsive  to  "down-to-earth" 
blue-collar  types  telling  them  in  TV 
commercials  to  "go  for  the  gusto"? 

Not  to  worry.  A  new  endangered 
species  looms:  managers.  The  wave 
of  mergers  and  acquisitions  has  re- 
duced their  numbers  significantly 
at  the  nation's  1,000  largest  firms. 
As  the  process  continues,  the  exec- 
utive may  follow  the  Indian,  the 
cowboy,  the  farmer  and  the  blue- 
collar  worker  as  American  folk 
hero.  Millions  of  people,  dressed 
like  the  cast  of  Star  Trek,  will  gawk 
at  their  TV  screens  and  say, 
"C'mere,  honey,  look  at  that  weird- 
looking  guy  with  a  suit  and  tie." 

Everyone  loves  a  winner?  Sure, 
but  they  usually  don't  believe  him. 
So,  if  you  want  to  make  your  pitch 
convincing,  choose  a  spokesman 
from  a  vanishing  breed.  It  seems 
that  only  the  dying  strike  Ameri- 
cans as  honest.  ■ 
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BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00/sq.  ft. 

Modem  technology,  excellent  craftsmanship,  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard features  not  found  In  homes  selling  at  twice  the  pace 


•  Fully  Insulated  •  Built-in  Computer  Center 

•  Thermo  Pane  Windows  which  allows  the  home 

•  Cathedral  Ceilings  to  perform  many  tunc- 

•  Exterior  Decks  Hons  tor  the  occupants. 


•  Quality  Construction 

•  fha  and  VA  Accepted 

•  Interior  Design 
Flexibility 


EAGLE'S  NEST  HOMES  is  seeking  one  distnct  representative  to  establish  retail  sales 

No  Real  Estate  License  Reaulred 
Investment  Secured  by  Model  Home 


Protected  Territory 
Factory  Training 
Unlimited  Income  Potential 


Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model  home 
Home  may  be  lived  in  or  used  as  an  office. 

Call  Mr.  Farb 
Phone  #  (404)  479-9700 
PO.  Drawer  1569,  Canton,  GA  30114-1569 


REAL  ESTATE 


REAL  ESTATE 


Wyoming 

Moose  Willow  Ranch 

Located  12  miles  north  of  Dubois, 
VVY.  Kill  deeded  acres,  2700  square 
fool  lori^e  &  foreman's  quarters. 
This  proper! \  offers  excellent  hunt- 
ing, fishing  and  outfitting  offered  at 

$000,000. 

;  Ranches 

Sullivan  Ranch 

124,000  acres  in  the  heart  of  Wyoming 
grassland.  Property  is  well-watered 
and  fenced  to  14  workable  pastures. 
Excellent  improvements.  Great  cattle 
ranch.  $1,990,000 

■^a*"    a  lowham  Associates 
Eg         P.O.  Box  567 

l^m  Casper,  Wyoming  82602 
Phone  107-237-2507 

Brochure  and  Video  Available 

fl 


MKNDHAM,  NEW  JERSEY 

English  Tudor  Mansion  on 
39 +  /- pastoral  acres  with  stream, 
Comprises  26.000  sq.  ft.  with 
50  +  /  -  rooms;  historic  church  bldg. . 
2  cottages  40  miles  iron]  (' 
$3,800,000         Brochure  #FB  8-58 

SOTHEBY'S  INTERNATIONAL 
REALTY 

I334  York  Ave.  New  York.  NY  10021 
212/606-7070 

Exclusive  Affiliate 
THRPIN  REAL  ESTATE,  INC. 

201/543-7400  , 


CODY,  VVY — In  the  massive  moun- 
tain country  surrounding  Yellowstone 
Park  it  takes  1000  acres  to  "own  your 
boundaries."  The  Four  Bear  Ranch  is 
such  a  property.  Nestled  under  Jim 
Peak,  the  architect  designed  main  resi- 
dence blends  with  a  landscape  which 
includes  open  hills,  a  creashing  moun- 
tain stream,  aspen  groves,  and  pine 
forests.  The  view  is  indescribable  and 
the  property  includes  a  caretaker's 
house,  barn,  and  the  original  log  home 
which  is  truly  one  of  a  kind.  All  locat- 
ed only  a  short  drive  from  Cody  with 
"locked  gate"  privacy.  Contact  Ex- 
clusive Agent  for  the  Sellers:  Hall  & 
Hall,  Inc.,  P.O.  Box  1924,  Billings, 
M  l  59103  (406)  252-2155. 


IN  LEGENDARY  KEY  LARGO, 

a  world  away,  yet  only  55  mi.  from  Miami, 
overlooking  the  coral  seas  of  the  only  US 
underwater  park;  a  brilliant  blend  of  marble, 
wood  and  rose  quart/  create  elegance  in  4 
Bedroom,  5  bath  home  with  dockage  for  your 
yacht — a  knot  away  from  finest  fishing, 
diving  &  home  port  for  vour  Caribbean 
cruising,  GANIM"  REALTY,  INC.  99696 
O/Seas  Hwy.  Kej  Largo,  FL  33037  (305) 
451-0541  or  852-4577 


FLORIDA  HORSE  FARM! 

40  acre  Arabian  horse  farm  located 
in  Marion  County  Prime  location  in 
the  heart  of  Florida's  horse  industry, 
and  close  to  1-75.  Gently  rolling 
property,  completely  fenced  and 
cross-fenced,  with  oak,  pine,  and 
cedar  trees  abounding  A  new  12 
stall  barn  just  completed,  and  a  60' 
mobile  home.  For  sale  or  possible 
trade  for  New  York  State  property 
Can  divide. 

FARM  PO  BOX  4248,  Margate,  FL. 
33063  (305)  946-9169 


PROFESSIONAL  SERVICES 


PROFESSIONAL  SEI 


Secluded  Residential  Environment 

Provides  Psychiatric,  Chemical 
Dependency  And  Geriatric  Services 


Just  20  minutes  from  Geneva, 
Switzerland,  La  Metairie  Clinic  is  a  serene 
home-like  facility  located  on  Lake  Geneva. 
The  internationally  recognized  staff  pro- 
vides medically  directed  therapeutic 
programs. 

The  clinic  features  old-world 
antiques,  four  acres  of  park  like  grounds, 
meals  in  an  intimate  dining  room  and  a 
variety  of  sports  or  leisure  activities. 

Individualized  treatment  plans  and 


programs  are  far  removed  from 
American  pace. 

La  Metairie  is  owned  ar\i 
ated  by  Charter  Medical  Corpo 
recognized  as  a  leading  providi 
chiatric  and  chemical  dependen 
grams  in  the  U.S. 

For  information  contact  rf 
Godschalk,  Charter  Medical  Inl 
tional,  PO  Box  209,  Macon,  G 
3I298,  (9I2)  742-II6I 


BUSINESS  OPPORTUNITIES 


Learn  how  you  can  cash  in 
on  the  coming  travel  boom... 


Learn  how  you  can  multiply  your  net 
worth  as  the  owner  ol  your  own  Travel 

Agency... 

Learn  why  your  travel  agency  will  be  a 
Blue  i  Itiip  investment  Leant  why  the 
travel  industry  is  on  the  verge  ol  a  maior 
boom' 

I  his  is  your  opportunity  to  make  a  deci- 
sive breakthrough  in  your  Business  career 

Performance  Travel  systems  has  the 
step  by  step  method  leading  to  your  sue- 
i  rss  >  i hi  will  receive  the  total  all  inclu- 
sive system  and  complete  training.  Get 
the  inside  I, u:ts  Call  m  write  today. 

Performance  Travel  Systems 
1-804-877-2734 

S()h  Denbigh  Mall 
Newport  News,  VA  23602 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

If  you  have  a  sound,  successful 
business  background  with  high  past 
earnings,  can  easily  and  confidently 
communicate  with  business  leaders 
and  you're  in  a  position  to  call  your  own 
shots  Utilize  your  talents  to  the  utmost 
in  a  fast  moving,  challenging,  profes- 
sional business.  We  are  seeking  only 
that  individual  who  can  relate  to  earning 
$250,000  and  more  per  year  Complete 
training  and  continuous  support  pro- 
vided We  are  a  17-year-old  interna- 
tional loan  finance  corporation  seeking 
directors  $9,800  refundable  deposit 
will  be  required  Principals  only. 

Call  518-765-2016 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  free  information. 

23131  VERDUGO  DRIVE 
LACUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


:  Capital  istTbol 


®  REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


FRANCHISING 


REAL  ESTAT 


Own  Spectacular  L< 
40  acres  in  the  Colo 
Rockies.  $30,000  and 
down,  9%  financing. 

Forbes  Wagon  Creek  R 

Box  303,  Forf  Garland,  cj 
(303)  379-3263 


FORBES 
MARKET/CLASS 

Listings  are  accepted  al 
cretion  ot  the  publisher 
sold  in  basic  units  of  one 
agate  lines)  for  regulat 
and  two  inches  (28  agate 
display  advertisements.  A 
space  over  specified  min 
sold  at  the  appropriate  a 
rates. 

Advertising  closing  dat 
month  preceding  date  of 

Frequency  discounts 
Payment  must  accomps 
unless  from  accredited  a 


FOR  ADDITIONAL  INF0RI 
WRITE  OR  CALL: 

LINDA  L0REN 
FORBES  MARKET  CLA! 

60  Fifth  Avenue,  New  York, 
(212)  620-244I 


brbes  Market/ 


WINE  CELLARS 

WINE  CELLARS 

EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS 

IN  EC  ELL  ARS -USA 


leller  •  Original  American  Handmade 

Retail  Your  Com 

iottle  (Pictured)  $24^S$1495 

Bottle 2  From  h  Doors   3495  1995 

Bottle  Twin  Unit   4495  2795 

Iottle  Vertical   llW5  1195 

|ottleCredenza(2door)  24l>5  1495 

JottleC  !lassdoor(not  handmade)  499 
f  Construction  •  Onk  Exterior  •  Redwood  Rat  ks 
liar  wine  racks  from  1  1  to  20,000  hot  ties.  Request  our  w  ines 
lar  catalog.  Lifetime  guaranty  oh  racks,  5  yron  compressor. 

ympic  Sales  Co.  sinCei947 

'.LaBrea  Ave.,  LosAngeles.CA900i6  Visa  Ami  s  \h 
421-8045orinCA(21  5)lH7->22t    •    We  Ship  Anywhere. 


AST  FACTS 
feOUT  FORBES 
JBSCRIBERS: 

I  

,'otal  paid  circula- 
bn:  720,000 


95.636  serve  on 
eir  companies' 
jard  of  directors 

548,480  are  in  top 
anagement  positions 


248,584  serve  on 
oards  of  one  or 
lore  companies 

Average  household 
come:  $138,935 


Average  Net  worth: 
1,146,363 


fcORBES  BINDERS 


FINANCIAL  SERVICES 


r   IMMEDIATE  CASH  1 
FOR 

ACCOUNTS  RECEIVABLE 

NO  RED  TAPE— NO  DELAY 

TOWERS 
CREDIT  CORPORATION 

A  subsidiory  of  TFC  Towers 
Financial  Corporation,  on  OTC  Company 

200  Madison  Avenue 
New  York,  NY  10016 

212-696-0505 

Outside  New  York  State 

l    800-553-3322  a 


FUTURES  .  .  .  QUALITY 

Sound  advice  on  the  BEST  Managed  Futures 
Investments  for  you  Over  30  CTA's  evaluated 
for  client  suitability  For  details  call  NOW!  Mr 
Young,  Exec.  V  P.  or  Mr  Pollvogt,  v  P, 
FREE  sample  newsletter. 
CALIFORNIA  MANAGED  ACCOUNTS 
800-888- 1 9H7 
213-394-7002 


FINE  ART 


SLIP  CASES 
OR  BINDERS 

In  red  and  gold 

leatherette. 

Slipcase:  $7.95; 

three  for  $21.95 

Binders:  $9.95 

three  for  $27.95 

d  $1  per  unit  postage  card 

andling. 

Send  eheck  to: 

SSE  (ONES  BOX  CORP. 

X-pt  FB, 

l'.O  Box  5120 

Philadelphia,  I'A  19141 

Or  call  1 

800-972-5858 

SALVADOR  DALI 

Well  known  expert  authority  on  Salvador 
D.ili  will  sell  works  out  of  personal  collec- 
tion at  dealer  prices.  Drawings,  watercol- 
ors,  graphics  &  oils.  Also  works  by  many 
other  artists  including  Magritte,  Miro  Pi- 
casso, Fini,  Chagal  &  Roualt,  Warhol 
Julien  Aime,  Apt  3E  1150  Fifth  Avenue, 
New  York,  NY  10128 

212-348-5727   


BUSINESS  PUBLICATIONS 


DIRECTORS,  OFFICERS,  & 
STOCKHOLDERS 


FREE  ISSUE  OF  NEWSLETTER 

D  &  O  liability  and  shareholders'  rights 
examined  monthly.  Practical  Authoritative 
Delaware  Corporation  Law  Update 

1300  N,  Market  St.,  #501.  PO.  Box  2325. 
Wilmington,  DE  19899.  800-527-3949 


SAIL  RACK 
TO  A 
GOLDEN  AGE... 


with  beautifully  handcrafted 
museum-quality  ships.  Each  one 
painstakingly  assembled  in  scale  by  the 
inest  model  craftsmen.  Perfect  for  boardrooms, 
lobbies,  executive  offices,  or  corporate  gifts. 


FOR  A  COMPLETE  COLOR  PORTFOLIO  WITH  HISTORICAL  DATA  SEND  $3.00  TO: 

GOLDEN  AGE  SHIPS 

P.O.  Box  1661    HIGHLAND  PARK,  IL  60035 


CORPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


Better  than  Lacoste  or  Ralph  Lauren! 


YOUR  loLjo  embroidered  on  threat  quality  100%  cotton  polo  shirts. 

Why  pay  outrageous  prices  lor  100%  cotton  polo  shirts  with  someone  else's  logo,  when 
for  less  money  we'll  put  your  logo  on  a  better  Quality  shirt  and  guarantee  that  shirt  for  at 
least  an  entire  year  Minimum  order  just  six  shirts!  For  a  brochure,  price  list  and  FREE 
CLOTH  SAMPLES  call  I -800-84-SI I1RT  (in  NY  718-782-0200). 

The  Quccnsboro  Shirt  Company 

 dept  F-2  119N,  11th  St.,  Oreenpoint,  NY  11211  


EXECUTIVE  SERVICES 


MERCHANDISE 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  'M"  (or 
state  width]  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  tor  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco,  CA  94 1 3 1        (415|  S8S  6100 


TRAVEL 


WE'VE  GOT  VOI  R  ISLAND 
ISLANDS  UNLIMITED,  INC. 

Fine  Charier  Yachts.  Crewed  Or  Barehoal 
Caribbean,  Polynesia.  Bahamas  The  Bcsl 
Vacation  Value  Available  lor  discriminat- 
ing lastes. 

We  know  enough  to  (h  il  right 
Islands  I  Inllmlted  Inc. 
Box  1743    Telluride,  Co.  81435 
1-800  354-8822 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC  ■  the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat  Short  treat- 
ment with  electronic 
Drionlc  keeps  these 
areas  dry  for  6  week 
periods  Recommend- 
ed by  dermatologists 
everywhere.  Send  for 
free  Information. 
Clinical  studies 
available  to  physicians 

GENERAL  MEDICAL  CO 
Dept  FOB-  3 
1935  Armacosl  Ave 

Los  Angeles.  CA  90025 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  (iEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog.  Satisfaction  Gtd 
for  20  years'  Member: 

Jewelers  Board  of  Trade 
Chamber  Commerce. 
HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville.  Kentucky.  42345 
TOLL  FREE  l-H«M»-A2A-83S2 


COMPUTER  SOFTWARE 


QUANTix  Portfolio  Evaluator 

3  0  Version  5  Quantitative  Valuation 
Models  Cash  Flow.  Diversification. 
What  If  Analysis  Track  Performance. 
Commissions.  Sold  Positions  Down 
load/Upload  Data  Multiple  Portfolios 
IBM/Clones  $395.  (800)  247  6354. 

5900  N.  Port  Washington  Rd., 
Milwaukee.  Wisconsin  5321  7 


Random  Access 


MONEY  &  INVESTMENTS 


Software  is  valuable  but  intangible.  Can 
you  own  the  rights  to  its  "look  and  feel"? 

NEW  PRODUCT 
OR  KNOCKOFF? 


By  Esther  Dyson 


New  situations  require  new  ethics. 
Problems  arise  when  the  ethical  is- 
sues aren't  clear — or  rather,  when 
there  are  several  clear  answers,  de- 
pending on  who  you  are.  That's 
when  laws  come  in,  not  to  resolve 
ethical  questions  but  to  make  ev- 
eryone play  by  the  same  rules. 
Technology  is  a  major  spawner  of 
these  ethics-tangling  situations. 
Gutenberg  ultimately  spawned 
copyright  law.  Fertilization  tech- 
nology brought  us  Baby  M  and  will 
ultimately  spawn  surrogate-parent- 
hood law. 

Lotus  Development's  recent  suit 
for  copyright  infringement  against 
sellers  of  two  admitted  work-alikes 
for  its  1-2-3 — Adam  Osborne's  Pa- 
perback Software  (yes,  the  Adam  Os- 
borne) and  Mosaic  Software — caps  a 
growing  number  of  lawsuits  at- 
tempting to  make  law  in  the  area  of 
software  as  intellectual  property. 

Lotus'  suit  created  an  uproar  in 
the  software  community,  which  er- 
roneously thinks  a  Lotus  victory 
would  mean  a  world  in  which  no 
good  idea  can  ever  be  borrowed.  Soft- 
ware, because  it  is  functional, 
should  be  similar  enough  to  other 
programs  to  trade  data  with  them, 
and  for  users  to  build  on  their  experi- 


Fstber  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


ence  with  one  when  learning  anoth- 
er. Software  developers  traditionally 
build  on  each  other's  efforts  as  well 
as  their  own.  Lotus,  for  example, 
built  upon  VisiCalc  in  its  1-2-3. 

Yet  I  think  Lotus  suffers  not  from 
a  poor  case — legally  or  ethically — 
but  from  its  own  poor  public  rela- 
tions in  handling  the  case. 

Software  is  tricky.  It  consists  of 
both  form  and  function  uniquely  in- 
termixed. Copyright  protects  ex- 
pression— but  is  expression  just  the 
code  (computer  instructions)  that 
embodies  the  idea  of  a  program?  Or 
is  it  also  its  look  and  feel,  the  way  it 
looks  on  the  screen,  a  result  achiev- 
able with  many  different  sets  of 
code?  What  of  its  data  format  and 
the  commands  it  recognizes?  What 
about  the  functionality  of  a  pro- 
gram? Is  that  patentable?  (The  fact 
that  the  copyright  owner  loses  no 
physical  property  is  irrelevant  when 
you  address  the  real  consideration: 
the  economic  impact  of  the  knock- 
off  on  the  market  value  of  the  origi- 
nal— that  is,  the  stream  of  potential 
revenues  the  software  could  have 
brought  to  the  owner.) 

Clearly,  there  are  moral  and  so- 
cial reasons  to  protect  intellectual 
property:  People  have  a  right  to  ben- 
efit from  their  efforts,  and  that  right 
provides  an  incentive  for  them  to 
create  such  property — presumably 
contributing  to  the  general  welfare. 
That,  anyway,  is  the  reasoning  be- 
hind patent  (17  years)  and  copyright 
(life,  plus  50  years)  protection. 

But  the  issues  of  software  proper- 
ty protection  are  messy.  Discourag- 
ing knockoffs  should  encourage 
people  to  spend  their  talent  and  ef- 
fort on  true  innovation.  Yet,  there's 
a  value  to  the  reuse  of  a  program's 
look  and  feel  and  function:  It  saves 


users  cost  and  effort  in  learning  n< 
programs  and  in  transferring  th< 
own  programs  and  data. 

Perhaps  we  should  allow  t 
"borrowing"  of  a  look  and  feel  (r 
of  code)  if  it  provides  access  tc 
significantly  improved  or  differe 
program  underneath.  How  diff 
ent?  Or  how  improved?  That's  I 
case  law  to  decide.  Any  law  wot 
be  better  than  the  current  unc 
tainty.  My  rule  would  be:  differ* 
enough  that  the  program  sells  on 
own  merits  rather  than  on  its  sin 
larity  to  another  program.  Improi 
ments,  yes.  Cut-rate  copies,  no.  E 
that's  as  tough  a  judgment  to  ma 
as  it  is  to  determine  whether  a  p 
ticular  item  is  art  or  pornography, 
clue  does  come  in  the  advertisiij 
Its  name  alone — Twin — tells  a 
about  Mosaic's  product. 

There's  a  second  approach.  P 
haps  software  protection  should 
tight,  but  for  a  short  period  of  tin) 
(I  mean  protection  against  imi 
tion,  not  duplication  of  a  dij 
which  is  quite  a  different  matte 
That  would  both  allow  a  develoj 
to  reap  his  rewards  and  foster  coj 
petition  to  encourage  him  and  ol 
ers  to  improve  on  whatever  he  h| 
built.  Perhaps  four  or  five  yei 
(about  the  life  of  Lotus,  which 
cently  celebrated  its  fifth  birthd^ 
would  be  enough  for  software. 

Why  does  this  matter?  The  Ut 
economy,  which  once  depended 
its  abundance  of  natural  resourc 
to  lead  the  world,  is  rapidly  movi 
to   reliance   on   automation  a 
manufacturing  and  distribution 
ficiencies.  "Their"  labor  may 
cheaper,  but  ours,  we  hope, 
smarter.  Two  things  make  it  sc 
our  educational  system  (anotB 
story!)   and   our  intellectual 
sources — the  knowledge  embedd 
within    our   people,    our  capii 
equipment  and  our  business  infl 
structure.  More  and  more,  that 
tellectual  capital  takes  the  form 
software — software  that  drives  m 
chinery,  carries  out  and  recoi 
business    transactions,  helps 
make  decisions  and  plan  actions 

While  $300  million  (revenues)  I 
tus  looks  like  a  500-pound  gorilla 
those  in  the  software  industry,  i 
small  as  multinational  giants  go 
its  and  other  people's  software  w« 
not  protected,  even  for  only  a  fi 
years,  the  best  ideas  would  probat 
be  implemented  and  sold  by  Mor 
lithic  Computers  Inc.  or  Southe; 
Asia  Inc.  Or  worse,  few  peoj 
would  bother  to  have  those  ideas. 
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A  SPECIAL  ADVERTISING  SECTION 

Appearing  in  the  November  16, 1987  issue.  Closing:  September  8, 1987 

Each  year  FORBES  offers  a  timely  gift  opportunity  for  consumer  product  advertisers  seeking  to  take 
jvantage  of  1987's  busiest  buying  season.  This  special,  full-color  advertising  section  will  appear  in  the 
ovember  16  issue,  subscriber  delivery  date  of  November  2.  FORBES's  readers  will  find  the  newest  as  well 
» traditional  gift  ideas.  So  whether  it's  jewelry,  perfume,  fine  liquor  or  even  an  island  cruise,  more  than  2.5 
illion*  affluent  readers  look  to  FORBES  Magazine  as  a  source  for  ideas  to  help  them  find  the  very  best. 

This  attractive,  full-color  advertising  section  delivers  your  holiday  gift  message  in  catalog  style  quarter 
age  units  designed  to  generate  a  "buy  now"  response  from  FORBES's  acquisitive  executive  audience, 
pmbine  your  "800"  toll-free  number  with  the  reply  card  bound  into  the  section  to  make  the  most  of  this 
rect-response  medium.  The  section  has  a  proven  record  for  producing  large  numbers  of  quality  inquiries  for 
anticipating  advertisers.  For  only  $11,420  per  quarter  page  ad,  the  Executive  Holiday  Gift  Collection  is  your 
est  buy  of  the  season.  The  cost  covers  all  production  charges  including  photography,  typesetting,  mechani- 
cs and  film  separations. 

Don't  miss  this  high  impact,  low-cost  advertising  package.  Reserve  your  space  in  the  Executive  Holiday 
ift  Collection  today!  For  more  information,  use  the  coupon  provided  or  call:  George  C.  Clissold,  Consumer 
dvertising  Manager,  at  (212)  620-2231  or  Linda  Loren,  Advertising  Sales  Representative,  at  (212)  620- 
440. 


Streetwalker 


Edited  by  Thomas  Jaffe 


Shorting  the  world 

You'd  like  to  invest  in  foreign 
stock  markets  but  have  no  idea 
what  stocks  to  choose  and/or  don't 
want  the  foreign  currency  hassles? 
Wall  Street  will  soon  introduce  the 
product  for  you:  foreign  stock  market 
index  futures  and  options.  Index  fu- 
tures for  both  the  London  and  Tokyo 
exchanges  should  debut  in  this  coun- 
try early  next  year.  Trading  in  a  global 
index,  based  on  Morgan  Stanley's  Eu- 
rope, Australia  and  Far  East  (EAFE) 
index,  will  also  soon  begin.  Applica- 
tions to  trade  these  instruments  are 
being  filed  by  the  Chicago  Mercantile 
Exchange,  Chicago  Board  of  Trade  and 
Chicago  Board  Options  Exchange. 
Regulators  at  the  Commodities  Fu- 
tures Trading  Commission  are  now 
reviewing  the  applications. 

The  good  news  is  that  it  will  be  no 
harder  to  buy  and  sell  foreign  index 
futures  than  other  U.S. -exchange- 
traded  futures.  There  will  be  no  need 
to  cope  with  currency  changes,  time 
zones,  securities  trading  taxes  or  high 
fixed  commissions.  "The  introduc- 
tion of  foreign  stock  market  index 
futures  will  make  it  far  cheaper  and 
easier  for  U.S.  investors  to  diversify 
internationally,"  says  University  of 
Chicago  professor  Kenneth  French. 

The  bad  news?  The  potential  for 
manipulating  the  foreign  markets  un- 
derlying the  indexes.  "Oversight  is 
not  generally  as  thorough  overseas  as 
it  is  in  the  U.S.,"  warns  Paul  Bunk,  a 
senior  financial  economist  with  the 
Chicago  Merc.  "Problems  arise  be- 
cause the  American  secondary  mar- 
ket will  be  built  around  less-regulated 
stock  markets  in  other  countries." 
For  this  reason  the  SEC,  says  Howard 
Kramer,  assistant  director  for  options 
and  exchanges,  is  watching  develop- 
ment of  the  foreign  market  indexes 
like  a  hawk. — Peter  Fuhrman 


Big  brother 

No  major  airline  has  been  a  better 
big  brother  for  commuter  and  feed- 
er lines  than  Delta  Air  Lines.  Consider 
$92  million  (sales)  Atlantic  Southeast 
Airlines  Inc.  of  College  Park,  Ga. 
Thanks  largely  to  Delta,  says  analyst 
Edward  Keaney  of  St.  Louis'  Burns, 
Pauli  &  Co.,  ASA  is  the  lowest-cost 
producer  among  regional  airlines. 
ASA  has  been  affiliated  with  Delta 


since  May  1984  and  gets  more  than 
90%  of  its  traffic  from  Atlanta's 
Hartsfield  Airport,  Delta's  primary 
hub.  Isn't  Delta  reaching  saturation 
there?  Yes,  but  Keaney  thinks  ASA 
can  keep  growing  in  the  region  by 
gradually  introducing  larger  planes  as 


chemicals  as  polypropylene,  pol 
resins  and  plasticizers — used  ir 
boats,  packaging,  showers  an 
like — and  basic  and  industrial  c 
cals  such  as  phenol,  acetone  an 
ylene.  A  few  years  ago,  Wall 
preferred  specialty  chemical  pij 
ers.  But  lately  it  has  been  sn 
from  the  specialty  to  the  comnj 
group,  because  of  all  the  good  i 
happening  to  the  latter.  Plants 
closed,  shrinking  supply;  the  i 
dollar  helped  export  sales,  whij 


Delta  coattail  rider  Atlantic  Southeast  Airlines 
With  larger  planes,  steady  future  growth. 


markets  develop — and  as  Delta  grows. 

Beyond  Atlanta,  there's  Dallas/Fort 
Worth.  Having  bought  Western  Air 
Lines,  Delta  must  now  tie  Western's 
routes  to  its  blanket  coverage  of  the 
East.  For  that  it  needs  a  midcontinent 
hub — Dallas/Fort  Worth,  where  Delta 
is  planning  to  increase  its  capacity  by 
60%  over  the  next  three  years.  Riding 
Delta's  coattails,  ASA  also  will  add  to 
its  Dallas/Fort  Worth  capacity. 

ASA's  13.3  million  o-t-c  snares  do 
not  appear  overpriced,  either.  Recent- 
ly 103/»,  they  are  near  their  two-year 
low — and  some  30%  below  the  price 
at  which  Delta  acquired  a  20%  stake 
in  June  1986.  Analyst  Keaney  thinks 
ASA  will  earn  $1  a  share  this  year  (up 
15%),  and  argues  that  with  the  wave 
of  airline  consolidations  nearly  com- 
plete, investors  should  turn  their  at- 
tention to  the  ASAs  of  the  skies. — T.J. 


Good  chemistry 

Seven  months  ago,  USX  (nee  U.S. 
Steel)  renamed  its  chemical  divi- 
sion Aristech  Chemical  Corp.  and 
sold  Aristech  to  the  public  for  $526 
million,  173/4  a  share.  Recent  NYSE 
price:  30.  Yet  despite  the  runup,  Jef- 
frey Cianci,  who  follows  Aristech  at 
Eberstadt  Fleming,  expects  Aristech 
will  run  higher.  "It's  one  of  our  top 
stock  recommendations,"  says  Cianci 
(who  is  also  high  on  three  other  com- 
modity chemical  IPOs:  Georgia  Gulf, 
Vista  Chemical  and  Himont). 

Aristech  produces  such  commodity 


U.S.  economy  has  remained  re 
ably  strong.  Demand  up,  s] 
down.  Result:  rising  prices.  An 
boon:  Raw  materials  account  foi 
of  Aristech's  production  costs,  ai 
prices  are  far  below  their  peak. 

On  sales  last  year  of  $751  mii 
Aristech  netted  $47.6  million,  $] 
share.  This  year  Cianci  thinks  i 
earn  $2.55  a  share  and  follow 
$3.25  in  1988.  Cianci's  only  ca 
"It's  a  highly  leveraged  play;  i 
economy  takes  a  downturn,  itl 
among  the  first  to  go." — Jerry  Flii 


All's  Zayre 

any  retailing  shares  were 
tear  earlier  this  spring.  Nc 
mingham,  Mass.'s  $5.3  billion  @ 
Zayre  Corp.  After  ten  years  of  grc 
earnings  were  down  a  fraction 
year.  The  Street  is  not  forgiving: 
nearly  hitting  33  in  mid-Marc] 
mid-May  Zayre  had  lost  about  a 
of  its  market  value.  At  Zayre  disc 
department  stores — which  aco 
for  more  than  60%  of  sales  and 
its — margins  shrank.  Analyst  I 
Wells  III  of  Boston's  Adams,  Harl 
&  Hill  blames  the  performanc 
overconfidence  and  poor  mercha 
ing.  There  were  problems,  too,  at 
and  HomeClub,  Zayre's  two  w 
sale  club  businesses. 

But  Wells  is  buying  on  the 
news.  The  wholesale  clubs  are  s 
ing  improvement,  and  there  is  a . 
turnaround  leverage  at  Zayre's 
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"This  is  the  way  you  always 
imagi 

4.^  U~  >: 


discount  chain,  as  well.  Three 
divisions — T.J.  Maxx,  a  chain 
iells  off-price  family  apparel;  Hit 
j.ss,  a  similar  chain  stocked  with 
ten's  clothes;  and  the  Chadwicks 
jston  mail-order  business — are 
I  so  well  that  Zayre  plans  a  pub- 
tfering  of  16%  of  the  three.  News 
I  spinoff  (to  be  called  TJX)  sent 
ms  59  million  NYSE  shares  up 
jgly,  to  a  recent  263/s.  But  Wells 
i/es  there  is  more  to  come.  He 
L;ts  Zayre  to  make  $2.15  a  share 
e  fiscal  year  ending  next  Jan.  31, 
ved  by  $2.90  a  share  for  fiscal 
Wells  thinks  the  stock  can  dou- 
rer the  next  18  months.— T.J. 


la's  list 

[a  market  hungry  for  bargains, 
pie  investors  are  reacquiring  a 
I  for  the  oversold  food  group, 
pg  the  more  interesting  helpings 
I  analyst  Robert  Cummins  of 

York's  Wertheim  Schroder:  a 
>n  Dean  Foods  Co. 

t  exactly  a  household  name,  $1.5 

n  (estimated  sales)  Dean  is  head- 
fered  in  Franklin  Park,  111.  It 
I  second  only  to  Borden  in  dairy 
icts  (70%  of  sales),  where  Dean 

een  acquiring  family  businesses 
vhere  margins  are  improving  as 
ificient  competitors  close  down. 

also  is  the  second-largest  pro- 
|  of  pickles,  behind  Campbell 
r's  Vlasic  division,  and  is  number 

in  frozen  and  canned  vegetables 

Pillsbury's  Green  Giant  and  RJR 
sco's  Del  Monte).  And  so  on. 
:ween  1976  and  1986  Dean's 
,  and  earnings  compounded  at 

and  18%  a  year,  respectively, 
r  than  virtually  all  competitors', 
since  July  1986  Dean's  26.7  mil- 
Jig  Board  shares  have  stalled  near 

recent  price  of  30.  Why?  Cum- 

blames  higher  taxes  and  higher 
nilk  prices,  as  well  as  costs  relat- 

the  April  1986  acquisition  of  the 
:n  Co.,  a  processor  of  canned  and 
n  vegetables,  in  exchange  for 
:  worth  $170  million.  Earnings 
le  fiscal  year  ended  May  25,  1986 

up  only  10%,  to  $1.53  a  share, 
von't  be  much  better  for  the  fis- 
ear  just  ended,  says  Cummins, 
t  with  Dean's  merger  costs  be- 
it  and  dairy  margins  improving, 
mins  expects  it  to  report  earn- 

per  share  up  nearly  50%,  to 
),  for  the  fiscal  year  just  begin- 

With  the  stock  selling  for  a  P/E 
>  times  anticipated  earnings,  vs. 
rerage  food  company  P/E  of  16, 
advising  clients  to  stock  up. — T.J. 
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bouth  Pacific 


Read  what 
Andrew  Harper's 

exclusive  guide  to  unspoiled  places  Hxiea^^^RepCfrt 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 


It's  the  vacation 
of  a  lifetime  for 
$1,950  a  week! 


^^aken  as  a  whole,  Fiji  is 
'perhaps  the  most  idyllic  and 
hospitable  archipelago  in  the 
South  Seas,  its  essence 
Jk±m    springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds  

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manage 
Forbes  Magazine 
60  Fifth  Avenue 
New  York,  NY  10011 
Tel:  (212)  620-2461 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House ... 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells  

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific .. .  JJM 


Fire  up  my  imagination! 
Send  me  a  free  color  brochure. 

Name  


Zip. 


j/H^  State . 
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Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Adams,  Harkness  &  Hill   274 

Advance  Publications  (Random  House)    19 

Advanced  Polymer  Systems   238 

Affiliated  Publications   150 

Alcide  218 

Alcoa  33 

Alexander  &  Alexander    145 

Allegis   155,  218 

Allied  Stores   265 

Allied  Stores  (Brooks  Brothers]    159 

American  Express    155,  268 

American  Express 

(Shearson  Lehman  Brothers)   37,  68 

American  Legal  Systems   222 

AMF    13 

AMR    151 

Anitec  Image  Technology   132 

Ansett  Transport  Industries   38 

Apollo  Computer    124 

Apple  Computer   124,  130 

Aristech  Chemical   274 

Asarco   38 

Associated  Communications   38 

Atlantic  Southeast  Airlines  274 

AT&T    154,  222 

AT&T  (Bell  Laboratories)   57,  74 

Audemars  Piguet   159 

Baer  Marks  &  Upham   13 

Bank  of  Maryland   15 

Bank  of  New  York   244 

BankAmerica  37 

Bankers  Trust  New  York  34 

Bayer   88 

Bear  Steams   42,  120 

Becton,  Dickinson  218 

Bell  Group   38 

BellSouth    145 

Bench  Made    159 

Berkshire  Hathaway   150,  151,  165 

Sanford  Bernstein    132 

Bessemer  Group   218 

Birmingham  Capital  Management   14 

Blue  Cross  and  Blue  Shield 

Association   48,  128 

Boeing    114,  155 

Boettcher   42 

Booz,  Allen  &.  Hamilton  246 

Borden  275 

Borg-Warner  236 

British  National   34 

Broken  Hill  Proprietary   38 

Alex.  Brown  &  Sons  62 

Buck  Consultants   13 

Burlington  Northern    145 

Burns,  Pauli  ,  274 

Campbell  Soup   228,  275 

Capital  Cities/ ABC    106,  150,  224 

CBS    68,  106,  151, 

158,  218 

CBS/Fox  Video   252 

Cedel  32 


Chase  Manhattan  34 

Chesebrough-Pond's   228 

Chrysler    14,  152,  183,  236 

Citicorp   8,  25,  34,  62, 

145,  154 

Cluett-Peabody   13 

Coca-Cola    151 

Coca-Cola  (Columbia  Pictures)   106 

Coca-Cola  Enterprises    151 

Colgate-Palmolive   12 

College  Retirement  Equity  Fund    132 

Colonial  Management  Advisers  262 

Common  Fund    132 

Computervision   260 

Contel    130 

Continental  Airlines  8 

Convergent  Technologies  218 

Coming  Glass  Works  34 

Corporate  Campaign   159 

Crime  Control   118 

D'Lites  of  America   120 

DAF  236 

DataMart    130 

J.&E.  Davie   34 

Dean  Foods   275 

Deere  218 

Dell  Publishing   230 

Delta  Air  Lines  8,  274 

Deluxe  Check  Printers   224 

DeRand  Investment    12 

Deseret  Medical  Products  218 

Digital  Equipment    124,  152,  158 

Dillard  Department  Stores    197 

Direct  Pharmaceutical  254 

Walt  Disney   151 

Dow  (ones  68 

Drexel  Burnham  Lambert   6,  33 

Du  Pont    27,  34,  152,  279 

Eastman  Kodak    145,  151,  218,  279 

Eberstadt  Fleming   274 

A.G.  Edwards  268 

Enron    193 

Equitable  Life  Assurance  (Donaldson, 

Lufkin  &  Jenrette)   94 

Euro-Clear   32 

Exxon    32,  34,  38,  154 

Family  Dollar  Stores   218 

Far  West  Financial    145 

Federated  Department  Stores 

(Bloomingdale's)   41 

Fiat   236 

Fidelity  funds   34,  132 

Figgie  International   132 

First  Boston   34,  218 

First  Jersey  Securities   159 

First  National  Bank 

(Sioux  Falls,  S.D.)  62 

FlightSafety  International  8 

FMC   224 

Ford  Motor          152,  154,  155,  236,  260,  279 

FRED  Joaillier  '.   159 


Fruehauf  

Fuji  Photo  Film   

GAF  

Gakkyusha   

Gannett  ( 

Gannett  (USA  Weekend)   

Gartner  Group  

GE    13,  li 

GE  (NBC)   

Genentech   

General  Foods  

General  Motors   34,  6 

154,  155,  236,  26 
General  Public  Utilities 

(Pennsylvania  Electric)  

General  Signal   

Georgia  Gulf  

Gilbert  Associates  

Goldman,  Sachs   

Goodyear  Tire  &  Rubber    114,  U 

W.R.  Grace   

Greenfield  &  Chimicles   

Gulf  &  Western  

Gulf  &  Western  (Paramount  Pictures) 

Hall  Financial  Group   

Hallmark  Cards  

Handy  City   

Hawley  Group   

HCA  Government  Services  

Health  Systems  International   

Heidnck  &  Struggles   

Heine  Securities  funds  

HJ.  Heinz   

Hermes   j 

Hewlett-Packard    124,  13 

Himont   

Hoechst  

Home  Depot  

Honda  Motor  

Honeywell   

Hongkong  &  Shanghai  Banking   

Horn  &  Hardart  

House  of  Fabrics  

Howard  Clock  Products  

E.  Howard   

Hulbert  Financial  Digest  

Humana   

E.F.  Hutton   

Hyatt  

Hyundai   

IBM   62,  12- 

132,  150,  152,  158,  22 

IC  Industries  

Infomart  

International  Medical  Centers   

International  Paper   6 

International  Thomson  

ITT    13,  21 

Jaguar   

Joy  Manufacturing   

Juran  &  Moody  
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Forbes  Presents  The 
Best  of  The  Good  Life 
In  Our  Best  Selling 
Issue  of  The  Year! 

Issue  Date:  Forbes  400  Oct.  26, 1987 
Closing  Date:  August  31, 1987 

Forbes,  long  recognized  for  providing 
important  business  information  that 
often  helps  build  fortunes,  will  exam- 
ine how  successful  professionals  en- 
joy their  wealth  in  a  special  advertis- 
ing supplement.  "The  Best  of  Every- 
thing," appearing  in  the  1987  Forbes 
400  Richest  Americans  issue,  is  a 
unique  opportunity  for  advertisers  of 
superior  quality  products  and  ser- 
vices to  reach  a  powerful  consumer 
market. 

"The  Best  of  Everything"  will  high- 
light the  high  life  of  rich,  upscale  con- 
sumers. Forbes  will  conduct  a  year- 
long search  for  the  best  resorts,  auto- 
mobiles, apparel,  jewelry,  airlines,  investments,  rec- 
reation, entertainment,  and  other  personal  and 
household  assets.  The  text  will  examine  the  quality  and 
overall  appeal  that  make  these  products  and  services 
"The  Best"  in  their  categories  and  part  of  the  affluent 
lifestyle. 

The  Best  List  and  The  Rich  List 

the  company  of  the  Forbes  400  Richest  Americans, 
?  Best  of  Everything"  will  provide  unique  insight 
The  monied  set  spends  its  riches.  As  Forbes' 


biggest  issue  of  the  year,  it  of 
tended  visibility  and  longevity  I 
advertising  and  promotion 
paigns,  plus  bonus  newsstand 
bution  totaling  150,000  copie 
plement  advertisers  receive  a< 
al  merchandising  support  in  tl 
of  free  reprints  of  the  sectid 
reader  service  card  listing. 

The  Best  Consumer  Audic 

Your  message  in  "The  Best  ol 
thing"  will  reach  Forbes'  wealtl 
sumers  who  have  substantial 
power.  Forbes  reaches  nearly 
lion  total  affluent  readers  and 
guaranteed  circulation  of  720; 
Forbes'  subscribers  : 

•  One  in  every  3.5  are  milliona 

•  Average    household  incoi 
$139,000. 

•  Average  net  worth  is  $1,146, 

•  78%  own  two  or  more  cars. 

•  67%  hold  valid  passports. 

•  91%  are  college  educated. 

•  75%  serve  or  drink  nationally  advertised  liqu< 

Sources:  Don  Bowdren  Associates,  1985;  MMR,  1986 

"The  Best  of  Everything"  may  be  your  best  opf 
ty  to  reach  these  highly  affluent  and  upscale  rea 
1987.  For  additional  information  on  this  special 
tising  supplement, 
please  call  Arnold 
J.  Prives  at  (212) 
620-2224,  or  con- 
tact your  Forbes 
representative. 


Forbes 

Capitalist  1 

Forbes  Magazme-60  Fifth  Ave  .  >■ 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change  "  Items  from  past  issues  of  Forbes 


les  Lindbergh  with  B.F.  Mahoney  of  Ryan  Air  Lines  (left),  Harry  Guggenheim  and 
bt  Aeronautical s  C.L.  Lawrance,  who  supported  his  historic  flight 


ty  years  ago  in  Forbes 

«  the  issue  of  June  15,  1927) 

i  calm,  cool-headed,  smilingly 
idid  boy  who  flew  the  3,610  miles 
'een  New  York  and  Paris  in  33 'A 
s  was,  in  fact,  America's  greatest 
mercial  traveler,  its  most  notable 
:  messenger.  Lindbergh's  signifi- 
e  to  business  seems  greater  than 

of  any  mercantile  or  financial 
nate  on  either  side  of  the  Atlan- 

. .  Progressive  bankers,  mer- 
its, manufacturers  and  the  public 
rally,  already  almost  have  forgot- 
:hat  recently  it  was  impossible  to 
etters  of  inquiry,  money  orders,  or 
other  commercial  papers  across 
:ontinent  in  less  time  than  a  busi- 
week.  Less  than  half  that  in  these 
.  After  Lindbergh  we  shall  have 
socean  airmail." 

ne  readers  have  canceled  their  sub- 
itions,  and  judging  from  letters 
ived  regarding  our  Ford  articles,  a 
ber  of  other  readers  should  also  do 
. .  Apparently  there  are  quite  a 
ber  of  readers  who  demand  that  we 
I  say  nothing  but  sweet  things 
it  every  individual  and  every  cor- 
tion.  Criticism  they  dub 
:kraking.'  And  they  threaten  that, 
:  persist  in  talking  straight-from- 
ihoulder  unfavorably  about  any- 
or  anything,  they  will  stop  sub- 
iing.  They  are  hereby  notified  to  do 
ecause  we  have  not  the  slightest 


intention  of  giving  up  our  indepen- 
dence of  thought  and  expression." 

— B.C.  Forbes 

Fifty  years  ago 

(From  the  issue  of  June  15,  1937) 

"In  principle  the  Social  Security  Act 
is  sound,  desirable,  laudable.  But  the 
law  embodying  it  is  extremely  faulty. 
The  idea  of  accumulating  a  reserve  of 
$47  billion  to  be  invested  in  govern- 
ment debt  is  crassly  wrong.  It  fosters 
political  overspending.  Provision 
should  be  made  for  embracing  various 
classes  now  excluded." 

"The  research  men  unearthed  a  fact 
which  will  come  as  a  surprise  to  many 
users  of  air-conditioning — that  the 
day-to-day  relation  between  outdoor 
and  indoor  temperatures  is  apparently 
unimportant  in  promoting  comfort. 
Previously,  this  relation  had  been 
considered  all-important;  if  it  was  95 
outdoors,  an  air-conditioned  interior 
should  be  warmer  than  when  it  was 
70.  But  the  new  facts  tend  to  show 
that  whether  it's  95  or  70  outside  .  . . 
73  is  about  right  for  inside  comfort." 

Twenty-five  years  ago 

(From  the  issue  of  June  15,  1962) 

"The  last  days  of  May  1962  were  just 
about  as  black  for  mutual  fund  share- 
owners  as  for  many  who  invest  in  the 
market  directly.  On  May  28,  when 


stock  averages  fell  more  sharply  than 
on  any  day  since  1929,  many  fund 
shares  fell  just  as  sharply.  Where  the 
Standard  &  Poor's  Index  of  500  listed 
stocks  dropped  6.7%  that  day,  the 
Forbes  common  stock  fund  index 
dropped  6.3%,  with  not  one  of  the  ten 
funds  in  the  list  off  less  than  5%. 
Next  day,  when  the  market  rallied 
and  the  S&P  500  average  snapped 
back  4.5%,  the  stock  fund  index  re- 
gained 3.8%." 

"In  the  past  ten  years  the  American 
housewife  has  been  rapidly  develop- 
ing a  new  habit,  commercial  philate- 
ly, or  the  collecting  of  trading  stamps. 
From  its  early  beginnings  in  1891  the 
trading  stamp  business  has  become 
big  business. .  .  .  Today  it  is  estimat- 
ed that  four  out  of  every  five  Ameri- 
can families  collect  trading  stamps. 
Some  12  to  15  cents  of  the  total  U.S. 
retail  dollar  collects  trading  stamps, 
and  almost  50  cents  of  the  total  food 
dollar." 


Ten  years  ago 

(From  the  issue  of  June  15,  1977) 


ITT's  Harold  Geneen  engaged  in  a  favor- 
ite sport — badgering  security  analysts 

"A  company  ought  to  be  called  a 
growth  stock  only  when  its  manage- 
ment performs  and  earnings  go  up. 
Bmg  Crosby  was  a  great  singer,  but 
he's  an  old  man  now.  So  if  you  were 
picking  the  best  singer  now,  you 
wouldn't  pick  him.  You'd  go  for  one 
of  the  newer  ones.  Same  thing  in 
stocks.  A  lot  of  these  famous  names 
are  Bing  Crosby  stocks — Du  Pont,  Ko- 
dak, General  Motors — bad  company. 
Why  the  hell  should  ITT  be  underval- 
ued by  being  included  with  them?" 
— ITT  Chairman  Harold  Geneen 
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The  only  way  to  keep  your 
health  is  to  eat  what  you 
don't  want,  drink  what  you 
don't  like,  and  do  what 
you'd  rather  not. 
Mark  Twain 


Health  is  the  thing  that 
makes  you  feel  that  now  is 
the  best  time  of  the  year. 
Franklin  P.  Adams 


We  are  so  fond  of  one 
another,  because  our  ailments 
are  the  same. 
Jonathan  Swift 


Every  sick  man  is  a  hero,  if 
not  to  the  world  or  even 
to  the  family  at  least 
to  himself. 
Finley  Peter  Dunne 


I've  never  met  a  healthy  person 
who  worried  much  about  his 
health,  or  a  good  person  who 
worried  much  about  his  soul. 
John  Haldane 


Nearly  all  men  die  of 
their  medicines,  and  not 
of  their  illnesses. 
Moliere 


Man  adjusts  to  what  he  should 
not;  he  is  unable  to  adjust 
to  what  he  should. 
Jean  Toomer 


Sickness  is  felt,  but 
health  not  at  all. 
Thomas  Fuller 


If  you  mean  to  keep  as  well 
as  possible,  the  less  you 
think  about  your  health 
the  better. 

Oliver  Wendell  Holmes  Sr. 


Waste  is  not  grandeur. 
William  Mason 


Thoughts 

on  the  Business  of  Life 


There's  another  advantage 
of  being  poor — a  doctor 
will  cure  you  faster. 
Kin  Hubbard 


How  many  of  us  conserve  our  health 
with  the  same  care  we  conserve  our 
capital?  Yet  what  is  the  dissipation  of 
money  compared  with  the  dissipation 
of  our  vitality,  our  health,  our  life?  We 
insist  upon  keeping  our  automobile 
in  proper  working  order.  We  see  to  it 
that  our  piano  is  kept  in  tune.  Are  we 
equally  careful  to  see  that  our  bodies 
are  kept  in  proper  working  order? 
B.C.  Forbes 


Hypochondriacs  squander  large 
sums  of  time  in  search  of 
nostrums  by  which  they  vainly 
hope  they  may  get  more 
time  to  squander. 
Charles  Caleb  Colton 


We  are  involved  in  life 
that  passes  understanding 
and  our  highest  business 
is  our  daily  life. 
John  Cage 


Any  young  man  with  good 
health  and  a  poor  appetite 
can  save  up  money. 
James  Bailey 


There's  lots  of  people  in 

this  world  who  spend  so  much 

time  watching  their  health 

that  they  haven't  the 

time  to  enjoy  it. 

Josh  Billings 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  want  of  things  is 
perplexing  enough,  but  the 
possession  of  it  is 
intolerable. 
John  Vanbrugh 


Don't  worry  about  your  health 
It'll  go  away. 
Robert  Orben 


We  drink  one  another's  health! 
and  spoil  our  own. 
Jerome  K.  Jerome 


It  is  a  boresome  disease  to 
try  to  keep  health  by 
following  a  too  strict  regimen. 
La  Rochefoucauld 


A  Text . . . 

For  I  will  restore  health  ui 
thee,  and  I  will  heal  thee 
thy  wound,  saith  the  Lord 
Jeremiah  30:17 


Sent  in  by  John  Tyrone,  Philadelphia 
What's  your  favorite  text?  The  Fc 
Scrapbook  of  Thoughts  on  the  Busine 
Life  is  presented  to  senders 
texts  used. 


Acquisition  means  life 
to  miserable  mortals. 
Hesiod 


The  shortness  of  life  cannot 
dissuade  us  from  its  pleasures, 
nor  console  us  for  its  pain. 
Vauvenargues 


There  is  no  wealth  but  life. 
John  Ruskin 


People  who  feel  well  are  sick 
people  neglecting  themselves. 
Jules  Romains 
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WIEDER  UND  WIEDER 


At  good  hotels,  guests  come  and  go. 
At  great  hotels,  guests  come  and  go  and  then  return  again  and  again. 
At  Inter-Continental  Hotels  three  out  of  four  of  our  guests  are  so  impressed  with 
the  perfect  luxury  of  our  service,  dining  and  exquisite  rooms  that  they  return  again  and  again. 
So  come  to  Inter-Continental.  For  an  unsurpassed  staff,  for  unforgettable  meetings, 
for  marvelous  locations,  for  beautiful  restaurants, 
for  the  finest  architecture,  for  an  incredible  vacation,  for  real  relaxation 
and  a  genuine  welcome. . .  Inter-Continental,  again  and  again. 


"Our  staff  has  Viennese  warmth 
and  efficiency. 
Guests  are  extremely 
loyal  to  our  hotel  ana 
they  iove  our  famous  desserts! 
And  we're  proud  to  be 
the  official  caterers  of  the 
Hofburg  Imperial  Palace!" 
John  Edmaier 
General  Manager 
Inter-Continenial  Wien 


"Every  hotel  is  an  Embassy 
for  Inter-Continental, 
and  this  one  is  no  exception. " 
Thomas  Crowley 
General  Manager 
The  Portman  Inter-Continental 


"Our  guests  feel  comfortable  here. 
It's  an  intimate,  very  traditional 
Parisian  hotel  and  most  of  our  staff 
has  been  here  for  many  years- 
some  20  to  30  years." 
Christian  E.  Maeder 
General  Manager 
Meurice  Inter-Continental 


"This  is  a  modern  hotel 
but  we  never  forget  the 
personalized  touches 
that  add  up  to  great 
business  trips  and  vac 
Sandor  J.Stangl 
General  Manager 
Inter-Continental  San 


THE  TWO 
MOST  DYNAMIC 
FORCES  IN 

PHOTOGRAPHY  distracted  from  the 

subject  before  you.  And  with  Professional  Maxxum's  1/4000  sec.  shutter 
speed  and  1/250  sec.  flash  sync  you  can  freeze  the  subject  instantaneously. 
Other  important  considerations  are  options  like  auto  brack- 
eting, 5fps  motordrive  and  a  100  exposure  filmback,  and  the 
26  lenses,  4  dedicated  flash  units,  and  data  backs  that  com- 
prise the  most  complete  autofocus  system  anywhere.  With  the  force  of  Minolta's 
technology  in  support  of  your  vision,  there's  virtually  nothing  you  can't  do. 

Motordrive  and  AF85mm  lens  optional.  Be  certain  the  valuable  Minolta  USA  2-yr.  camera/5  yr.  lens  ltd.  warranty  is  in  your  package  For  more 
information  see  your  Minolta  dealer  or  write  Minolta  Corp  ,  101  Williams  Dr .  Ramsey,  N.J.  07446.  In  Canada  Minolta  Canada,  Inc  Ontario 


Your  flair,  your  talent,  your  creativity  and  the  technological  sophistication  of  the 
Professional  Maxxum  9000.  An  unsurpassable  combination.  But  if  the  poten- 
tial unleashed  by  this  camera's  ground-breaking 
continuous  autofocus  is  readily  apparent,  consider 
the  opportunities  unlocked  by  its  many  other  special 
features.  By  selecting  Maxxum's  center-weighted  metering  or  shifting  to 
spot  metering  with  highlight  or  shadow  biasing,  you  can  use  light  and 
color  like  a  fine  painter  to  add  drama  and  sensitivity.  With  Automatic  Multi-Pro- 
gram Selection  to  put  you  in  the  program  that  matches  your 
focal  length,  even  while  you  zoom,  you  need  never  be 


YOUAND 
THE  MIND  OF 
MINOLTA 


MINOLTA 

MAXXUM 

AUTOFOCUS  SYSTEM 


ONLY       FROM       THE       MIND       OF  MINOLTA 


Is  it  time 
to  teach  an  old  law 
new  tricks? 


Just  because  a  law  is  old  doesn't  mean  it's  necessarily  good  or  bad. 

But  when  over  the  years  an  industry  changes  dramatically,  it 
seems  reasonable  that  the  laws  governing  it  should  also  change.  For 
example,  America's  financial  services  are  governed  by  a  law  enacted 
before  computer  technology,  globalized  capital  markets,  and  a  wide 
variety  of  instruments  became  part  of  our  financial  system. 

That  law,  the  Glass-Steagall  Act,  was  passed  in  the  crisis 
atmosphere  of  the  Great  Depression  in  response  to  stock  market 
abuses.  This  54-year-old  law  keeps  commercial  banks  from  breaking 
into  the  Wall  Street  cartel  that  dominates  stock  and  bond  underwrit- 
ing and  has  created  a  division  of  services  that's  outdated  and  harmful. 

By  creating  a  monopoly  on  certain  lines  of  corporate  business, 
Glass-Steagall  has  kept  the  cost  of  raising  capital  artificially  high. 
And,  ironically,  it  has  prevented  U.S.  commercial  banks  from 
conducting  business  at  home  they  can  successfully  pursue  overseas - 
underwriting  bonds  in  London  but  not  in  New  York,  for  instance. 

Chemical  Bank  supports  appropriate  regulation.  But  we  believe 
that  regulations  must  be  removed  if  they  perpetuate  unfair 
competition,  hinder  our  domestic  banking  system,  or  raise  prices  for 
our  corporate  clients.  If  we  fail  to  repeal  these  archaic  regulations, 
we'll  continue  to  use  yesterday's  laws  to  govern  today's  markets.  And 
that  seems  to  us  like  the  tail  CHEMICALBAIVK 

wagging  the  dog.  The  bottom  line  is  excellence. 
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COVER  STORY 

67   Crime  Wave 

By  Richard  L.  Stern 

and  Matthew  Schifrin 

Yes,  the  SEC  is  nailing  fat-cat  insider 

traders.   But,    meanwhile,  outright 

crooks  prey  on  the  investing  public 

almost  with  impunity.  Are  the  laws 

inadequate?  Or  are  the  cops? 


COMPANIES 

37  Every  Man  For  Himself 

By  Allan  Sloan 

Victor  Posner's  ship  has  foundered, 
but  the  skipper  is  about  to  escape 
with  some  of  its  prize  cargo. 


38  The  General 

By  Alex  Ben  Block 

Satellite  TV  collapsed  when  program 
services  began  scrambling  their  sig- 
nals. But  it's  reviving,  and  one  winner 
is  General  Instrument  Corp. 


40    Follow  The  Leader 

By  Jill  Andresky 

Broker  Alexander  &  Alexander  could 
learn  some  lessons  from  archrival 
Marsh  &  McLennan. 


41    Taking  The  Pledge 

By  Steve  Weiner 

At  battered  Gould  Inc.  entrepreneur- 
ship  looked  more  like  riverboat  gam- 
bling. Can  it  reform? 

54    The  Up  &  Comers: 

"I  Know  I  Sound  Protectionistic" 

By  Kathleen  K.  Wiegner 
If  anyone  could  beat  the  Japanese 
challenge  in  semiconductors,  LSI  Log- 
ic founder  Wilf  Corrigan  could.  But 
now  even  Corrigan  is  fed  up. 


56   The  Up  &  Comers: 
Trading  Places 

By  Matthew  Schifrin 

It's  never  easy  to  sell  a  company  that 
you  started.  But  Robert  Kyle  is  finding 
that  ceding  power  is  sometimes  the 
best  way  to  get  power. 


35  The  Lone  Ranger  of  debt  swaps 

61    If  At  First  You  Don't  Succeed 

By  James  Cook 

Jamaica  Water  Properties  got  bume 
in  diversification  but  tried  again  an 
made  a  roaring  success  of  it. 

72    Painted  Into  A  Corner 

By  Marc  Beauchamp 
Standard  Brands  Paint  Co.,  the  bi 
West  Coast  do-it-yourself  chaii 
looks  ripe  for  plucking. 

76    The  High-Profit  Candy  Habit 

By  Janet  Novack 

Cutting  down  on  sweets  may  be  goc 
for  you,  but  not  for  Hershey  Foods. 

80    The  Ultimate  Family  Feud 

By  Lisa  Gubernick  and  Ralph  King  Jr. 
The  Horvitz  brothers  have  spent  tr. 
last  decade  fighting  over  who's  goir 
to  run  Horvitz  Enterprises,  their  $7C 
million  empire.  Now  a  judge  sa} 
they  have  to  sell. 


INVESTING 

112    The  Insurance  Loan  Dilemma 

By  Laura  R.  Walbert 
if  you  own  a  minimum  deposit  li: 
insurance  policy,  condolences  are  i 
order.  Tax  reform  probably  leaves  yc 
with  nothing  but  unpalatable  option 
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Money  In  The  Bank 

v  Zoran  Lazarevic 

he  best  way  to  invest  in  new  savings 
id  loans  may  be  to  follow  local  de- 
bitors rather  than  Wall  Street. 

12  Streetwalker 

'reyfus  Corp.;  Ivan  Boesky;  AEL  In- 
astnes;  U.S.  Bancorp. 


VTERNATIONAL 

\   Shell  Game  At  The  Docks 

V  Gary  Slutsker 

Dreigners  are  beating  import  restric- 
ons  by  hustling  the  U.S.  Customs 
2rvice  at  the  nation's  gateways.  Is 
[.S.  trade  policy  pointless? 

5  There  Goes  The  Neighborhood 

f  Edwin  A.  Finn  Jr. 

jddenly,  the  Lone  Ranger  of  Latin 
lan  swaps  has  Citicorp  and  Chase 
lcroaching  on  his  territory. 

)   "This  Is  War" 

v  Laurence  Minard 

razil's  moratorium  on  foreign  debt 
lyments  was  orchestrated  by  the  left 
ing,  says  Miguel  Colasuonno,  the 
razilian  political  economist.  With 
)0%  inflation,  will  the  left  now  na- 
onalize  the  banks? 


ICES  BEHIND  THE  FIGURES 

)6    Craig  Hall,  Hall  Financial  Group 
)7    John  Kluge,  Fugazy  Express 
)7   Mark  Stevens,  Haagen-Dazs 


INDUSTRIES 

60  Banking — More  Is  Less 

By  Ben  Weberman 

The  big  squeeze  on  bank-issued  credit 
card  profits. 


ON  THE  DOCKET 

84   Damage  Control 

By  Deirdre  Fanning 

Could  many  of  those  huge  punitive 
damage  awards  be  unconstitutional? 


NUMBERS  GAME 

88    Judgment?  Or  Foot-Dragging? 

By  Laura  Jereski 

Accounting  rules  for  setting  up  re- 
serves against  loss  are  strict  for  every- 
one except  the  banks.  How  come? 


MARKETING 

89   Put  The  Zipper  On  The  Back 

By  Howard  Rudnitsky 
Once  teenyboppers'  heaven,  the  Gap 
now  caters  to  a  richer  clientele. 
Also:  Current  events;  demise  of 
the  45. 


SCIENCE  &  TECHNOLOGY 

94   Strategic  Surprise 

By  ferry  Flint 

A  strange  new  form  of  exploding  tank 
armor  threatens  to  upset  the  military 
balance  of  forces  in  Europe. 


PERSONAL  AFFAIRS 

100  The  Long  And  Short 
Of  Capital  Gains 

By  William  G.  Flanagan 
This  is  the  trickiest  year  yet  for  figur- 
ing capital  gains.  Time  your  sale 
wrong  and  you'll  pay  an  extra  37.5% 
in  taxes. 

101  Travel  Briefs 

By  William  G.  Flanagan 
Da  Vinci's  drawings  and  machines  in 
Montreal;  speeding  your  visa  applica- 
tion to  France;  "Rolex  girls." 

102  Awake  At  The  Wheel 

By  Francesca  Limzer 
New  drugs  for  allergy  and  anxiety  re- 
lief without  drowsy  side  effects. 


CAREERS 

102    More  Room  At  The  Top 

By  Lisa  M.  Keefe 

A  new  office  in  the  executive  suite — 
for  the  chief  information  officer. 
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Asleep  on  the  beat? 

Stock  promoter  Robert  Brennan  has  sold  his  interest  in  Fir 
Jersey  Securities  and  retreated  to  his  mansion  with  millions 
dollars;  a  federal  court  has  rebuffed  efforts  to  force  the  comparj 
to  reimburse  investors  for  more  than  a  fraction  of  the  tens 
millions  of  dollars  that  it  probably  cost  them.  Stock  scamst 
Meyer  Blinder  (Forbes,  Apr.  20)  continues  to  operate  out  of  hi 
swimming-pool-equipped  Denver  office  while  his  firm,  Bhnde 
Robinson,  busily  recruits  additional  salesmen  to  prey  on  inva 
tors;  Blinder  is  under  a  lifetime  suspension  from  the  securiti) 
industry,  but  a  court  has  put  off  implementation  of  the  ordq 
Dennis  Levine  is  in  jail,  and  Ivan  Boesky  awaits  sentencing,  bi 
the  insider  trading  scandals  were  broken  when  someone  wro 
an  anonymous  letter.  Is  the  Securities  &  Exchange  CommissiC 
doing  an  adequate  job  in  protecting  investors  and  keeping  til 
markets  clean?  Are  the  courts  protecting  the  perpetrators  rath 
than  the  victims  of  securities  swindles?  In  "Crime  wavet 
starting  on  page  67,  Richard  Stern  and  Matthew  Schifrin  mall 
the  case  that — barring  a  few  sensational  successes— the  cop 
dawdling  on  his  beat  and  the  judges  are  on  the  wrong  side. 


Hold  it,  Victor! 

Speaking  of  which,  Forbes  learned  that  company  plunder! 
Victor  Posner  is  still  up  to  his  old  tricks.  He  is  about  to  make  Q 
with  some  of  the  best  assets  of  one  of  his  public  companies  ar 
planning  to  stick  the  U.S.  government  with  related  pensic 
fund  liabilities.  Allan  Sloan  tells  the  story  on  page  37. 

Unjust  enrichment 

In  our  special  report  "The  Boss"  last  issue,  we  made  some  chii 
executives  appear  richer  than  they  actually  are.  One  of  ttj 
columns  was  headed  "stock  owned,"  but  the  figures  therei 
included,  in  a  number  of  cases,  not  only  stock  owned  but  share 
voted  (where  a  chief  executive  is  a  trustee  for  an  estate,  foundi 
tion  or  employee  plan)  or  stock  under  options  where  the  option 
are  exercisable  within  60  days.  In  a  few  instances  the  differeno 
was  substantial.  We  listed  Coca-Cola's  chief,  Roberto  Goizuet; 
as  having  $378  million  worth  of  Coke  stock;  but  only  $4 
million  of  that  actually  belongs  to  him  currently.  There  wej 
similar  differences  with  Robert  Erburu  of  Times  Mirror,  Davi 
Margolis  of  Colt  Industries,  Neil  Hirsch  of  Telerate  and  E 
Broad  of  Kaufman  &  Broad.  Our  survey  was  not  meant  to  be  a 
assessment  of  executives'  wealth  but  an  indication  of  the  exter 
of  their  stake  in  the  company.  By  the  way,  Motorola's  WilliaB 
Weisz  was  born  in  Chicago,  not  Marshfield,  Wis. 
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Scent  matters. 
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The  confidence  behind  .the  image. 


Follow-Through 


Edited  by  John  A.  Conway 


Still 

surviving 
— maybe 

July  28,  1986 


A year  ago  Middle  South  Utilities 
Chairman  Edwin  Lupberger  told 
Forbes  his  company's  future  was 
cloudier  than  it  had  been  since  the 
Depression.  In  1985  the  New  Orleans- 
based  utility  giant  had  been  facing 
bankruptcy  after  state  regulators  de- 
nied the  20%  rate  increase  it  needed 
for  electricity  generated  by  two  nucle- 
ar power  plants  it  had  built  for  $6.1 
billion. 

In  a  compromise  with  regulators, 
Middle  South  agreed  to  absorb  more 
than  $330  million  in  construction 
costs  and  recover  the  balance  through 
rate  increases  over  the  next  ten  years. 
Lupberger  thought  this  agreement 
would  let  the  company  begin  to  climb 
"out  of  the  abyss."  But  the  clouds 
over  that  abyss  now  look  blacker  than 
before. 

Last  month,  denying  the  company's 
appeal,  the  Mississippi  Supreme 
Court  ruled  that  a  $326  million  inter- 
state wholesale  rate  increase  that  the 
Mississippi  regulators  had  given  to 
MSU's  Mississippi  Power  &  Light  Co. 
back  in  1985  was  invalid.  Regulators 
then  took  back  the  rate  increase  and 
gave  Mississippi  Power  30  days  to 
submit  a  plan  to  refund  $190  million 
(including  interest)  collected  so  far 
from  customers. 

Mississippi  Power  appealed  to  the 
U.S.  Supreme  Court,  arguing  that  it 
would  be  forced  into  bankruptcy  if  it 
had  to  comply.  Pending  its  review  of 
the  case,  the  high  court  two  weeks 
ago  temporarily  stayed  the  canceling 
of  the  rate  increase,  but  it  also  ordered 
Mississippi  Power  to  post  a  bond  that 
could  run  as  high  as  $367  million 
should  the  court  ultimately  uphold 
the  refund  order. 

The  Mississippi  court  ruling  capped 
another  costly  rate  decision  a  month 
earlier.  In  April  Louisiana  regulators 
took  back  $28  million  of  a  $76  million 
increase  won  by  another  MSU  subsid- 
iary in  that  state. 


Meanwhile,  following  the  Missis- 
sippi rate  rollback,  Standards  Poor's 
lowered  its  ratings  on  $7  billion  of 
Middle  South  securities,  long-term 
debt  and  preferred  stock. 

Lupberger  and  Middle  South  offi- 
cials believe  they  have  a  good  chance 
to  win  the  Mississippi  rate  case.  Their 
hopes  are  riding  on  a  Supreme  Court 
decision  last  year  that  denied  the  Util- 
ities Commission  of  North  Carolina 
the  right  to  adjust  interstate  whole- 
sale rates  that  had  previous  approval 
from  the  Federal  Energy  Regulatory 
Commission.  The  rates  involved  in 
Mississippi  were  also  interstate 
wholesale  rates.  Meanwhile,  Lupber- 
ger's  climb  out  of  the  abyss  looks  as 
slippery  as  ever. — Michael  Fritz 


A  lawyer 
justified 

Dec.  20,  1982 


Five  years  ago  Ohio  became  the 
first  state  to  pass  an  antitakeover 
law,  and  Forbes  predicted  a  parade  of 
imitators.  The  statute  required  that 
shareholders  of  a  target  company  be 
given  a  chance  to  vote  on  a  tender 
offer  before  selling  their  shares;  if  a 
majority  voted  no,  the  deal  could  not 
go  through.  The  father  of  the  statute, 
attorney  James  Tobin  of  the  Colum- 
bus law  firm  Squire,  Sanders  &  Demp- 
sey,  believed  his  brainchild  would 
survive  constitutional  challenges  be- 
cause it  created  a  process,  without 
addressing  the  question  of  whether 
the  takeover  offer  was  good  or  bad.  He 
has  now  been  proved  correct. 

Since  1982  half  a  dozen  states,  in- 
cluding Indiana,  Missouri,  Minnesota 
and  Wisconsin,  have  passed  similar 
antitakeover  measures,  and  the  U.S. 
Supreme  Court  has  upheld  the  legal- 
ity of  the  only  one  of  them  that  was 
appealed  to  the  Court — Indiana's. 
Now  Tobin  figures  that  other  major 
corporate  states  such  as  Delaware 
will  enact  similar  measures.  Dela- 
ware, in  fact,  is  presently  considering 
just  such  a  proposal. 

Tobin  is  being  widely  mentioned  in 
Washington  as  a  potential  successor 
to  John  Shad  for  chairman  of  the  Secu- 


rities &  Exchange  Commission.  If  a] 
pointed,  would  Tobin  encourage  nel 
laws  to  further  limit  takeover  acti\n 
ty?  Not  likely.  Other  states  may  try  fl 
pass  more  and  more  restrictive  iegi 
lation  against  takeovers,  he  admitl 
but  he  does  not  think  that  the  Si| 
preme  Court  ruling  on  Indiana's  sta 
ute  would  in  any  way  protect  s'.atd 
that  went  overboard.  "This  would  q 
entering  new,  uncharted  waters 
Tobin  says.  Nor,  it  seems,  would  fj 
approve.  "I  am  not  anti-takeove 
I've  been  involved  in  a  lot 
raids." — Alyssa  A.  Lappen 


So  ho 
skirmish 


May  4,  1987 


Anheuser-Busch  is  a  $7.6  billioi 
beverage  and  food  giant  in  S 
Louis.  American  Natural  Beverag 
Co.  is  a  squirt  of  a  company  in  Ne\ 
York  City  that  this  year  hopes  to  sej 
$30  million  worth  of  its  Soho  Natuq 
Soda  in  33  states.  A  month  ago  Forbb 
reported  the  details  of  how  Sophii 
Collier,  the  31 -year-old  cofounder  c 
American  Natural,  had  taken  out  aj 
ter  Anheuser-Busch,  charging  that  thl 
big  brewer's  new  Zeltzer  Seltzer  wa; 
using  a  package  design  that  was  "cod 
fusingly  similar"  to  Soho's.  (Bot] 
products  used  a  logo  in  script,  set  in 
diamond-shaped  checkerboard  de 
sign.)  Three  weeks  after  that  Forbe 
story  appeared,  a  federal  judge  gav 
the  nod  to  Soho,  and  Anheuser-Busc 
agreed  to  change  Zeltzer  Seltzer' 
packaging  by  Dec.  1. 

Sophia  Collier  and  Connie  Best,  33 
began  selling  their  soda  ten  years  ago  u 
Manhattan's  arty  Soho  district.  By  las 
year,  buoyed  by  $3  million  from  inves 
tors,  including  the  Rockefeller  famih- 
they  had  pumped  up  sales  to  $20  mil 
lion  for  their  12  flavors.  For  the  battl 
with  Busch,  both  sides  had  an  all-sta 
cast  of  lawyers — Skadden,  Arps,  Slatt 
Meagher  &  Flom  for  the  brewer,  an 
former  Watergate  lawyer  Richard  Ben 
Veniste  for  American  Natural. 

No  cash  changed  hands,  but  wit! 
the  offending  logo  gone,  Soho' 
founders  left  the  courtroom  delightec 
"And  we  couldn't  have  done  it  with 
out  Forbes,"  said  Collier. — J.A.C. 
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If  you  do  business 
ternationally,  MCP  has  a  Global 
ighway  that  offers  the  widest  range 
"voice,  data  and  messaging  services 
mailable  today.  MCI  provides  the  highest 
iality  voice  service  to  more  than  50 
)untries*  worldwide,  at  savings  of  up  to  22%  vs. 
T&T.T  Plus  sophisticated  messaging  and  high-speed 
ita  services  to  more  than  200  countries. 

For  superior,  cost-efficient  communications,  MCI  has  always  been  a  leader  in  inno- 
tive  services.  MCI  was  the  first  to  offer  an  alternative  international  voice  service.  The 
"st  with  worldwide  delivery  of  electronic  mail.  The  first  to  offer  the  world's  most  advanced 
;ore-and-forward  telex  system,  SAFEf 

MCI  has  invested  $5  billion  to  build  the  world's  most  modern  communications  network. 
)  bring  you  the  clearest,  cleanest  quality,  with  the  cost-efficiency  and  reliability  you 
(pectfrom  MCI. 

To  get  ahead,  and  stay  ahead,  your  firm  needs  MCI.  A  communications  company 
tat  can  provide  sophisticated  global  service  at  the  greatest  savings  available. 

For  more  information,  call  1-800-888-0800. 


MCI 


COMMUNICATIONS  FOR  THE  NEXT  100  YEARS. 

'  Applies  to  all  Dial  "I, 'i  PRISM  SM .  WATS  and  MCI  Card*  customers.  i  Savings  vs.  AT&T's  standard  international  rates  during  the 
standard  rate  period  (or  all  WATS.  MCI  PRISM  1,  II.  and  III  customers.  Savings  up  to  14'^  vs.  AT&T's  International  Plus  rates. 
'MCI.  the  MCI  loan.  MCI  Card  and  SAFP.  are  registered  servicemarks  of  MCI  Communications  Corporal  ion  (MCIC).  sMPRISM.  MCI  PKISM  I. 
MCI  PKISM  II.  MCI  PKISM  III.  Global  Highway  >nd  COMMUNICATIONS  FOR  THE  NEXT  MO  YEARS  are  service  marks  of  MCIC.  K  MCIC:  May  191 


This  is  the  formula  for  something  that  looks  ordinary,  but  does 
something  extraordinary. 

It  is  a  superconductor,  a  material  that  carries  electricity  with  no  k 
of  power.  Until  recendy,  superconductors  worked  only  at  extremely  1 
temperatures,  limiting  their  use. 

In  a  major  breakthrough,  two  IBM  scientists  discovered  that  this 
class  of  materials  superconducts  at  a  much  higher  temperature,  rais 
the  possibility  of  expanding  this  technology's  use. 


his  discovery,  by  J.  Georg  Bednorz  and  K.  Alex  M  uller,  has 
ked  an  explosion  of  research  that  could  yield  profound  change.  In 
many  think  that  if  remaining  obstacles  can  be  overcome, 
^conductors  could  lead  to  major  advances  in  many  areas  of  human 
^avor,  including  computers. 

is  proud  of  its  scientists'  innovative  achievement, 
ecause  innovation  not  only  makes  breakthroughs  possible.  It  makes 
ir  products  for  our  customers  possible.  ===.=  =■■■ 


Energy 


Nice  try,  George 

The  Iraqi  missile  that  struck  the 
frigate  Stark  in  the  Persian  Gulf 
has  given  fresh  fire  to  wildcatters  in 
their  long  and  so  far  futile  fight  for  a 
surtax  on  imported  oil.  After  the  Stark 
attack,  John  Lehman,  the  just-re- 
signed Navy  Secretary,  stated  that  the 
U.S.  commitment  to  defend  the  Gulf 
was  costing  $40  billion  a  year.  That 
figure — the  first  issued  by  an  authori- 
tative source — gave  wildcatter  George 
Mitchell,  head  of  Houston's  $588  mil- 
lion (revenues)  Mitchell  Energy  &  De- 
velopment, a  fresh  angle. 

Mitchell  has  lately  been  buttonhol- 
ing oil  state  congressmen  with  com- 
plaints about  the  U.S.'  "Rambo  policy 
in  the  Persian  Gulf  and  Caspar 
Milquetoast  policy  for  energy."  Now 
armed  with  Lehman's  numbers,  he  is 
arguing  that  the  $40  billion  works  out 
to  $120  for  each  of  the  914,000  barrels 
a  day  the  U.S.  imports  from  the  Gulf. 

Mitchell  insists  he  is  not  pushing 
for  the  U.S.  to  leave  the  Gulf  but  for  a 
more  Rambo-style  policy  for  U.S.  oil 
development.  The  fact  is  that  the  U.S. 
now  gets  only  6%  of  its  oil  from  that 
part  of  the  world.  The  $120  per  barrel 
argument  overlooks  the  central  fact  of 
the  U.S.  Persian  Gulf  strategy:  Wash- 
ington is  spending  those  billions  not 
so  much  for  itself  as  to  buy  protection 


•  Navy  Secretary  John  Lehman 
tsh fire  for  wildcatters. 


Trends 


Edited  by  John  A.  Conway 

for  energy-poor  U.S.  allies  in  Europe 
and  Japan,  crucially  dependent  on 
Middle  East  oil  imports. — f.A.C. 


Education 


Inventions  in  the 
ivory  tower 

Traditionally,  academia  has  hardly 
been  a  bastion  of  capitalism.  But  a 
1981  federal  law  giving  colleges  pat- 
ent rights  to  federally  funded  faculty 
inventions  is  encouraging  universi- 
ties to  foster  business  ventures  of 
their  own.  In  1984  the  University  of 
Tennessee  formally  agreed  to  let  fac- 
ulty members  reap  50%  of  the  net 
royalties  from  any  inventions  brought 
to  market.  So  far  the  university  has 
equity  in  two  firms  into  which  ven- 
ture capitalists  have  pumped  more 
than  $6  million.  It  is  also  setting  up 
others.  Similarly,  the  University  of 
Michigan's  intellectual  properties  of- 
fice now  lets  innovative  professors 
take  either  part  of  the  royalties  from 
products  they  develop  or  equity  in 
companies  the  school  spins  off.  (The 
university  has  already  spun  off  five.) 

By  1990  the  University  of  Michigan 
expects  to  earn  $1.5  million  a  year  in 
royalties  and,  ultimately,  $5  million 
to  $10  million  annually.  Iowa  State 
has  set  up  three  moneymaking  ven- 
tures of  its  own  in  the  last  16  months: 
Thermomass  Technology  Inc.  for  fi- 
berglass building  rods,  Cannonbear 
Inc.  for  computerized  measuring  de- 
vices, and  Athletic  Training  Special- 
ists Inc.  for  braces  to  prevent  sports 
injuries.  Other  schools,  including  the 
universities  of  Arizona,  Utah  and 
Georgia,  have  had  help  setting  up  in- 
novation centers  from  Genexus  Inter- 
national Inc.,  a  firm  in  Salt  Lake 
City. — Alyssa  A.  Lappen 


Management 


The  billion-dollar  board 

The  biggest  U.S.  corporations,  with 
$1  billion  or  more  in  revenues, 
continue  to  have  trouble  recruiting 
qualified  outside  directors,  even 
though  the  worst  seems  to  be  over  in 
getting  them  insurance  protection 
against  liability  suits.  This,  according 
to  a  survey  by  Korn/Ferry  Internation- 
al, the  Los  Angeles-based  recruiting 


firm.  "Chief  executives  of  billion-dj 
lar  corporations  are  the  most  higl( 
regarded  candidates  for  board  pc( 
tions,"  says  Chairman  Lester  Kol 
"but  more  and  more,  they're  just  ss 
ing  no."  The  study  showed  that  52 
of  the  chairmen  in  the  billion-doll 
club  had  turned  down  a  board  seat  1} 
year,  and  most  said  that  chairmi 
should  limit  directorships  to  one 
two.  Fewer  than  half  said  they  wou 
take  another  and  even  fewer  would 
so  among  companies  with  $5  billi 
or  more  in  revenues. — J.A.C. 


Education 


Quote,  unquote 

Nicole  Reindorf,  associate  direct) 
of  the  Washington,  D.C.-basl 
Women's  College  Coalition,  on  wi 
enrollment  in  women's  schools  h 
been  dropping  for  20  years:  "Then 
still  a  feeling  that  we  give  tea  parti 
or  that  we're  militant  feminists  wl 
march  around  in  Army  boots." — J. A. 


Taxes 


The  marriage  tax 

Six  years  ago  Congress  sharply  i 
duced  the  "marriage  penalty 
which  had  couples  with  two  incomi 
paying  more  in  taxes  than  those  wi 
just  one  paycheck.  Last  year  tax  i 
form  did  away  with  the  special  dedu 
tion  for  married  couples,  presumab 
because  the  new  tax  cuts  made  tl 
deduction  unnecessary.  But  the  pen; 
ty  will  be  back,  concludes  Harvi 
Rosen,  a  Princeton  University  econ 
mist,  in  a  study  for  the  National  B 
reau  of  Economic  Research. 

Some  53%  of  married  couples  w: 
get  a  subsidy  worth  about  $600 
1988  when  there  will  be  only  tv 
income  tax  rates,  but  fully  40%  w: 
pay  an  extra  $1,100  in  taxes.  Wh 
Two  people  earning  $17,000  eat 
next  year  will  be  taxed  at  the  15%  ra 
before  marriage,  but  afterward,  tl 
rate  for  part  of  their  income  wi 
climb  to  28%,  Rosen  says.  By  co: 
trast,  a  single  person  earning  $29,0( 
will  be  taxed  on  part  of  that  income 
the  28%  rate.  But  if  the  same  perse 
marries  someone  with  no  incom 
their  tax  rate  will  drop  to  15%.  Ove 
all,  the  marriage  tax  will  hit  coupl 
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>mth  roughly  equivalent  incomes  (es- 
pecially those  with  low  salaries  and 
two  children),  while  those  with  un- 
equal incomes  will  generally  get  a 
)reak. — A.A.L. 


Management 


R2D2  at  work 

Artificial  intelligence — computers 
that  can  actually  reason — has 
ong  been  the  ultimate  goal  of  soft- 
ware designers,  and  every  day  that 
*oal  seems  to  get  a  little  closer.  Most 
recent  evidence:  A  Coopers  &  Ly- 
orand  study  of  1,200  major  companies 
reveals  that  40%  are  already  using  or 
developing  "expert  system"  programs 
:hat  are  basically  rudimentary  forms 
f  artificial  intelligence.  Unlike  stan- 
ard  software,  these  systems  incorpo- 
rate the  collected  knowledge  of  ex- 
perts in  everything  from  manufactur- 
ing and  financial  services  to 
transportation,  communication  and 
mining,  using  the  experts'  logic  to 
solve  problems.  Thus,  American  Ex- 
press is  testing  a  new  system  to  help 
managers  decide  whether  to  deny 
credit  for  given  purchases.  At  Bear, 
Stearns,  computers  now  screen  thou- 
sands of  trading  accounts  monthly  for 
irregularities — a  task  that  only  three 
frionths  ago  required  a  week  of  a  man- 
lager's  time.  And  Bankers  Trust  is  test- 
ing a  program  to  help  traders  stay 
ahead  of  their  markets.  Skandia 
America  Group  uses  one  in  its  rein- 
surance underwriting. — A.A.L. 


Communieations 


Bye-bye  birdies 

The  skies  are  full  of  commercial 
satellites  today — the  U.S.  alone 
has  26  of  them  aloft — but  their  days 
are  numbered.  Their  transponders, 
the  devices  that  bounce  signals  back 
to  earth,  will  start  falling  silent  after 
1990.  With  new  launches  stalled  in 
the  aftermath  of  the  Challenger  shut- 
tle disaster  and  skyrocketing  insur- 
ance costs,  this  could  mean  a  shortage 
of  these  now  vital  communications 
channels.  This  is  the  word  on  "birds" 
from  Satellite  Systems  Engineering, 
Inc.,  consultants  in  Bethesda,  Md. 
With  new  systems  costing  some  $300 
million,  the  industry  isn't  rushing  to 
launch  a  satellite  on  speculation.  The 
number  flying  is  expected  to  fall  20% 
in  1992,  and  by  1996  there  will  be 
none  left,  absent  new  launches. 
Meanwhile,  demand  is  expected  to 
keep  increasing.  This  spells  opportu- 


A 


A  Delta  rocket  launches  a  "bird" 
Will  the  skies  grow  silent? 


nity — up  to  41  new  satellites  will  be 
needed,  adding  up  to  over  $5  billion 
worth  of  business,  Systems  Engineer- 
ing estimates.  And  time  is  flying.  It 
takes  at  least  three  years'  lead  time  to 
get  a  commercial  satellite  system  off 
the  ground. — Eric  Schmuckler 


Investing 


Malpractice 
in  real  estate 

Malpractice  suits,  which  terrified 
doctors  (and  sent  liability  insur- 
ance rates  leaping),  are  now  threaten- 
ing real  estate  appraisers.  A  survey  of 
800  real  estate  brokers,  attorneys  and 
appraisers  by  Howard  Jackson  Jr.,  a 
New  York  University  real  estate  pro- 
fessor, revealed  that  this  year  23.4% 
have  either  been  sued  or  threatened 
with  suits  over  their  appraisals,  up 
from  19.7%  last  year  and  only  3.5%  in 
1985,  the  first  year  Jackson  took  a 
poll.  Eighty  percent  of  the  complaints 
stemmed  from  too  generous  apprais- 
als. Jackson  blames  the  problem  on 
the  fact  that  only  3%  of  the  300,000 
people  reviewing  property  values  for 
U.S.  banks  are  certified  by  the  Society 
of  Real  Estate  Appraisers  or  the  Amer- 
ican Institute  of  Real  Estate  Apprais- 
ers. Most  states,  he  says,  let  people 
just  hang  out  a  shingle.  The  12  requir- 
ing licenses  often  also  require  a  bro- 
ker's license — a  clear  conflict  of  inter- 
est, in  Jackson's  view.  Why  worry? 
More  than  $1  trillion  worth  of  real 
estate  was  sold  last  year — equal  to 
about  one  quarter  of  the  gross  nation- 
al product,  Jackson  says.  He  warns 


that  "if  the  economy  were  to  go  bad, 
faulty  appraisals  could  create  shock 
waves  of  foreclosures." — A.A.L. 


Banking 


How  big  should  a  bank  be? 

The  larger  an  enterprise,  the  great 
economist  Joseph  Schumpeter 
taught,  the  more  efficiently  and 
quickly  it  can  adapt  new  techniques 
to  cut  costs  and  enhance  profits.  But 
two  economists  at  the  Federal  Re- 
serve Bank  of  Atlanta,  William  Hunt- 
er and  Stephen  Timme,  now  question 
the  thesis,  at  least  in  the  case  of 
banks.  After  studying  91  bank  holding 
companies  in  23  states  with  assets 
ranging  from  $610  million  to  $130 
billion,  they  concluded  that  medium- 
size  banks  actually  handled  innova- 
tions faster  than  big  ones.  The  most 
efficient  size  for  maximizing  innova- 
tion, they  report,  was  $24  billion, 
measured  in  1986  assets.  The  Atlanta 
Fed  study  was  more  than  an  economic 
exercise — it  could  have  a  bearing  on 
future  bank  regulation  (or  deregula- 
tion). The  average  size  of  the  banks  in 
the  Hunter-Timme  study  was  about 
$16  billion — a  lot  smaller  than  the 
$24  billion  they  visualized  as  tops  for 
innovation.  So,  many  banks  could 
grow  50%  and  still  be  nimble  enough 
to  take  advantage  of  new  cost-reduc- 
ing methods. — J.A.C. 


Taxes 


Innocents  abroad 

What  do  the  2  million  Americans 
working  abroad  worry  about 
most?  What  else  but  money  and  tax- 
es? Last  year's  sweeping  tax  changes 
are  confusing  enough,  but  American 
expatriates  must  compute  and  pay 
foreign  taxes  as  well.  So  88%  of  the 
several  hundred  expatriate  executives 
surveyed  by  Jonathan  Helitzer  of  Al- 
exander &  Alexander,  the  insurance 
brokers,  said  they  needed  financial  ad- 
vice more  than  any  other  help  to  sur- 
vive abroad.  Executives  and  their  fam- 
ilies, Helitzer  explains,  have  to 
change  their  spending  habits,  wrestle 
with  currency  conversion  and  con- 
tend with  a  strange  economy.  "This  is 
coupled  with  concerns  about  personal 
financial  planning,"  he  says,  "both  in 
the  host  country  and  at  home."  Ad- 
vice about  money  far  outranked  the 
expatriates'  concern  about  services 
such  as  health  care,  pre-move  orienta- 
tion and  language  training— J.A.C. 
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Governor  Nakasone? 

Sir:  Why  don't  we  just  annex  Japan? 
With  Japan  as  the  51st  state;  the  im- 
port quota  problem  would  go  away, 
our  trade  imbalance  would  dramati- 
cally improve,  and  the  labor  laws  now 
in  effect  protecting  American  workers 
would  apply  to  Japanese  citizens. 

Think  of  it.  President  Reagan's  city 
on  the  hill  shining  under  tbe  Rising 
Sun.  .  .  . 

—Dave  Ba/rauco 
Canyon  U.S.  (Class  of  '91) 
New  Braunfels,  lex 


Pointed  semantics 

Sir:  Re  your  May  4  article  "Am  I  my 
brother's  keeper?"  concerning  the 
Foreign  Corrupt  Practices  Act.  Per- 
haps, if  we  changed  the  name  of  the 
fee  that  U.S.  corporations  are  some- 
times requested  to  pay  (in  order  to  do 
foreign  business),  we  could  legalize 
the  fee.  My  suggestion:  Change  the 
word  from  "bribe"  to  "points."  This 
has  been  very  successful  in  the  U.S. 
home  mortgage  business.  We  could 
even  make  the  fee  tax-deductible. 
— G.W.  Dickinson 
Rockrille,  Md. 


Winnie  ing  retort 

Sir:  The  comments  (June  15)  on  your 
two  words  "uncircumlocutoriously" 
and  "disregardless"  (the  typo)  remind 
me  of  Winston  Churchill's  well- 
known  bout  with  the  censor  during 
World  War  II.  He  blue-penciled  part  of 
a  Churchill  speech  on  the  ground  that 
Churchill  had  ended  a  sentence  with  a 
preposition.  Churchill  responded  by 
saying,  "This  is  the  kind  of  arrant 
pedantry  up  with  which  I  will  not 
put." 

— -James  Stewart 
New  York,  NY. 


Sensible  solution 

Sir:  Your  cover  story  "Judicial  imper- 
ialism" (June  1 )  is  a  penetrating  in- 
dictment of  what  many  now  consider 
"the  most  dangerous  branch":  an  in- 
sulated judicial  system. 

For  too  long,  we  have  blamed  the 
liability  crisis  on  insurance  compa- 
nies and  lawyers.  But  tort  lawyers  are 
merely  the  carpetbaggers  of  this  judi- 
cial Reconstruction,  feeding  off  a  lu- 


crative tort  recovery  system  create 
wholly  by  judicial  fiat.  Judges,  an 
mated  by  Utopian  sentiments  and  ur 
encumbered  by  "tiresome  democrat! 
details,"  have  grown  to  believe  tha 
law  and  reason  should  present  no  ol 
stacle  to  dispensing  welfare  from  th 
courthouse  door. 

The  blind  scythe  of  tort  liabilit 
forces  American  companies  to  invei 
in  insurance  and  legal  fees,  whil 
their  foreign  competitors  invest  in  r< 
search  and  retooling. 

This  year,  I  introduced  S.554,  th 
Tort  Litigation  Reform  Act  of  1987,  i 
order  to  return  reason,  predictability 
and  fairness  to  tort  adjudication. 
—Mitch  McConnell  (R-Ky  ) 
U.S.  Senate 
Washington,  D  C. 


We're  popular 

Sir:  You  did  not  "face  up"  to  the  trU 
figure  and  personality  of  Yugo  Amen 
ca  (Faces  Behind  the  Figures,  June  1 ).  Wl 
appeal  to  the  true  entry  level  buyei 
Our  sales  this  year  are  running  at  a 
annualized  rate  of  55,000  cars  and  wj 
are  well  on  target  toward  our  objeC 
tive  for  1987. 

Yugo  America  is  operating  profit 
ably.  Retail  sales  have  been  increasing 
so  rapidly  that  currently  our  dealeij 
have  on  order  with  us  three  times  3 
many  cars  as  our  manufacturer  ca] 
supply. 

Contrary  to  statements  in  your  art] 
cle,  Yugo  meets  or  exceeds  all  DO" 
standards  and  has  successfully  passe 
all  required  safety-crash  tests. 

— William  E.  Prior 
President. 
Yugo  America,  Inc. 
Saddle  River,  N.J. 


Profitable  improvisation 

Sir:  There's  a  simple  reason  for  th 
Grateful  Dead's  success  ("And  th 
beat  goes  on,"  May  IS).  Rather  thai 


Mark  WeiiSU 


Grateful  Dead.  Spontaneity  pays 


OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12.800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary,  Sangre  de 
Cristo  Ranches  Inc..  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks, 
Box  157,  Warsaw,  Missouri  65355 
Obtain  the  Property  Report  required  by  Federal  law 

and  read  it  before  signing  anything  No  Federal 
agency  has  judged  the  merits  or  value,  if  any.  of  this 
property  Equal  Credit  and  Housing  Opportunity 
Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  not  registered 
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)ring  their  fans  with  live  perfor- 
>ances  of  previously  recorded  songs, 
|ey  use  every  concert  to  spontane- 
isly  create  new  music — to  jam,  if 
m  will.  That's  why  "tape  city"  ex- 
Its:  to  record  the  fascinating  improvi- 
tional  work  that's  impossible  to  re- 
oduce  in  the  studio. 
-James  M.  Better 
mlo  Park,  Calif. 


ad  with  the  good 

r:  A  recent  New  York  Times  article 
)tes  that  the  $4.4  billion  supercol- 
ier  will  also  make  the  state  that  gets 
"one  of  the  world's  great  science 
:nters  with  all  that  implies." 
Nuclear  is  as  nuclear  does,  and 
iere  is  no  reason  the  same  state  that 
:ts  the  supercollider  should  not  get  a 
iclear  waste  repository  and  associat- 
l  economic  and  scientific  benefits, 
he  government's  siting  of  the  waste 
pository  has  been  a  political  mess, 
his  may  make  the  job  easier. 
-Branko  Terzic 
ilwaukee,  Wis. 


et  them  do  it 

r:  The  article  "Help  wanted — work, 
jt  handouts"  (May  4)  poses  the  ques- 
on:  What  can  be  done  to  help  the 
merican  Indian?  One  answer  to  that 
aestion  is  the  creation  of  Indian  en- 
;rprise  zones.  I  recently  introduced 
he  Indian  Economic  Development 
ct  in  the  Senate.  The  legislation  has 
ready  received  the  support  of  several 
ibes.  Enterprise  zones  will  help 
)me  tribes  take  the  critical  first  step 
ward  building  their  economies. 
Successful  Indian  economic  devel- 
ament  begins  by  appreciating  the 
ibe's  culture  rather  than  viewing  it 
>  an  obstacle  to  development. 
-John  McCain  (R—Ariz.) 
S.  Senate 
'ashington,  D  C. 


>urs 

ir:  The  term  "JET  SKI"  was  used 
jveral  times  in  your  Yamaha  article 
\pr.  6)  to  refer  to  the  recently  intro- 
uced  Yamaha  watercraf  t.  It  is  a  regis- 
:red  trademark  of  Kawasaki  Motors 
orp.,  U.S.A.  Kawasaki  introduced 
s  JET  SKI  Watercraft  more  than  ten 
2ars  ago. 
-Robert  M.  Mo/fit 
ice  President,  Marketing, 
iwasaki  Motors  Corp.,  U.S.A. 
vine,  Calif. 


.he  gracious  side  of  Chicago 
and  New  York. 


The  Mayrair  Regents  of 
New  York  and  Chicago. 
Two  grand  hotels  of 
style,  in  two  great  cities. 
Both  catet  to  the 
traveler  in  search  of 
perfection. 


AUCKLAND  BANGKOK  BEVERLY  HILLS  CHICAGO  DUSSELIORF  Fill  HONGKONG  KUALA  LUMPUR  MELBOURNE  NEW  YORK  OKINAWA  SYDNEY. 


800-545-4000 

M.m».,Soi  1hfF]tadmgHoteho(tivfWotid 


Be  a  Cloister  celebrity. 


Come  to  celebrated  pleasures.  Come  to 
be  celebrated.  Enjoy  the  resort 
honored  as  5-Star  by  America,  as  world's 
best  by  Europe.  Charm,  championship 
sports,  delightful  dining,  a  staff  that 
loves  to  pamper.  Superb  meeting  facilities, 
and  all  so  convenient!  The  Cloisterf 
Sea  Island,  GA  31561.  Toll-free 
800-SEA-ISLAND  or  912-638-361 1 . 


T-H-E  C-L-OI-S-T-E-R^ 

Also  luxurious  Sea  Island  rental  homes.  Call  Cottase  Rentals,  912-63S-361 1. 
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The  only  way 
to  sell  a 
►5  million  company 


Selling  the  company  is  easy. 

But  questions  crowd  in. 
Can  I  trust  my  advisors  to 
tell  me  if  not  selling  is  the 

right  decision?  If  I  do  sell, 

st  the  nroceeds? 


Should  1  set  up  an  education 
fund  for  the  kids?  What  will 
/  do  next? 

The  point  is  clear:  trans- 
actions should  never  stand 
alone.  Your  advisors  must  be 
skillful  and  versatile  enough 
to  orchestrate  all  the  com- 
plexities of  your  finances. 

The  private  bankers  at 
Morgan  understand  this 
equation.  We  listen  hard. 
We  build  close  and  enduring 


financial  partnerships,  the 
kind  that  change  a  clients 
concern  from  "how  do  I  get 
the  best  service  from  my 
bank"  to  "what  can  we 
accomplish  next?" 

We  adapt  our  skills  and 
services  to  serve  your 
needs.  We  can  help  form  a 
partnership  or  divest  a  com- 
panv:  set  up  an  education 
fund  or  diversify  a  portfolio; 
administer  a  trust  or  issue  a 


■  Incoi  poralcd  partlHol  Murgan  (»uarant\  Trusl  Compans  aiiH  olher  i  I'  Mnrgan  suhsidiaries 


letter  of  credit. 

And  we  have  access  to 
the  resources  of  Morgan  I 
use  on  vour  behalf- the  s 
analysts,  traders,  financii 
strategists,  technology  an 
underlying  capital  streng 
that  serve  the  world  s  lar^ 
companies. 

To  learn  more,  call  Pel 
E.  Guernsey  Jr.,  Vice  Pre; 
dent,  Morgan  Guaranty  1 
Company.  (212)  826-9337. 

Private  banking 
J.  R  Morgan 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


ALAN  GREENSPAN  COULD  BE 

a  best-ever  chairman  of  the  Fed.  See  Steve's  editorial,  page  25. 


WE  NOMINATE  MATHIAS  RUST 

No  one  has  contributed  more  this  year  or  most  any  other 
ar  to  lessen  the  danger  of  war  involving  the  superpowers 
ran  this  19-year-old  West  German  who  flies  wee  single- 
igine  planes  for  a  hobby.  By  blithely  crossing  the  border 
id  ground-hugging  his  flying  flivver  to  a  landing  at  the 
ery  gates  of  the  Kremlin  itself,  Mathias  the  Mighty  Mite 
as  shaken  to  the  roots  the  military  Mighties  in  the  U.S.  as 
'ell  as  in  the  U.S.S.R. 

With  hardly  a  blip,  one  of  the  Soviet's  most  heavily 
efended  borders  is  strolled  across — on  the  day  designat- 
d  to  honor  border  defenders  yet  (Border  Guards'  Day). 


FOR  THE  NOBEL  PEACE  PRIZE 

Then,  400  miles  through  the  series  of  the  most  high- 
tech, sophisticated  air  defense  rings  in  the  world,  which 
surround  Moscow. 

If  the  ultimate  in  state-of-the-art  defenses  is  so  porous, 
surely  U.S.  Star  Wars  gazers  must  see  a  few  million  more 
spots  in  their  eyes. 

Anyway,  for  sure  Teenager  Rust  has  knocked  the  stuff- 
ings out  of  the  topmost  Military  Moguls  who  might  have 
been  telling  their  leaders,  "We're  ready." 

There. 

And  here. 


ANYONE  WHO  HAS  BEEN  UNDERESTIMATING  GORBACHEV 


nould  now  cease  and  wake  up.  This  guy's  bright,  brainy 
nd  as  tuned  in  as  any  top  leader  on  the  world  scene  in 
icent  years. 

Sending  the  19-year-old  West  German  hobby  flier 
ome — with  thanks! — would  be  a  masterstroke. 


And  on  Gorbachev's  part,  the  thanks  should  be  heartfelt. 
Because  of  the  casual  exploit  by  Mathias  the  Mighty  Mite, 
Gorbachev  has  been  able  to  jettison  his  own  obdurate 
military  Heads.  He's  now  in  control  of  the  most  dangerous 
center  of  resistance  to  his  new  directions. 


NEW  YORK  LIFE'S  CEO  DON  ROSS 


i  intelligently  attacking  the  most  serious 
ireat  that  the  life  and  health  insurance 
omparnes  have  ever  faced — AIDS. 
Most  of  the  insurance  industry's  efforts 
tern  directed  at  being  able  to  secure  the  right 
3  screen  out,  avoid  insuring  any  and  all  at  risk 
f  AIDS.  On  the  surface,  this  seems  to  make 
minent  economic  sense.  But  long  before  the 
:gal  arguments  and  the  constitutional  argu- 


IS  WAY  OUT  FRONT 

mcnts  about  discrimination  ct  al.  are  adjudi- 
cated, the  spread  of  AIDS,  the  sheer  numbers, 
could  make  the  whole  question  academic. 

Don  Ross  has  taken  a  different  and  far  more 
commonsensical  as  well  as  courageous  ap- 
proach. He's  been  speaking  out  and  heading  up 
efforts  to  fund  research,  particularly  via  Am- 
FAR,  the  American  Foundation  for  AIDS  Re- 
search. This  most  effective  group,  outsta-nd- 
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i  ; .  ;  y  headed  by  Dr.  Mervyn  F.  Silverman,  was  formed  and 
v  funded  through  the  tireless  efforts  of  Elizabeth 
Taylor  a  year  and  a  half  ago. 

The  only  way  anyone  and  all,  including  the  insurance 
industry,  can  effectively  meet  this  extraordinary  devasta- 


tor is  on  the  test-tube  battlefront  of  science  and  medicin 
The  ammunition  in  this  lethal  war  is  money.  Fundin; 
Trained  brains  are  at  work  in  many  labs  in  sever 

countries.  Only  a  lack  of  financial  resources  can  deli 

victory  until  it  becomes  Pyrrhic. 


HERE'S  HOW  THE  WASHINGTON  POST  WAS  SCOOPED  ON  TRUMAN'S 


A. 


famous  letter  to  its  music  critic  who  panned  his  daughter 
Margaret's  singing  efforts.  The  President  penned  and  then 
personally  posted  these  words: 

"Mr.  Hume:  I've  just  read  your  lousy  review  of  Margar- 
et's concert.  I've  come  to  the  conclusion  that  you  are  an 
'eight  ulcer  man  on  four  ulcer  pay.' 

"It  seems  to  me  that  you  are  a 
frustrated  old  man  who  wishes  he 
could  have  been  successful. 
When  you  write  such  poppy-cock 
as  was  in  the  back  section  of  the 
paper  you  work  for  it  shows  con- 
clusively that  you're  off  the  beam 
and  at  least  four  of  your  ulcers  are 
at  work. 

"Some  day  I  hope  to  meet 
you.  When  that  happens  you'll 
need  a  new  nose,  a  lot  of  beef 
steak  for  black  eyes,  and  perhaps  a  supporter  below! 

"Pegler,  a  gutter  snipe,  is  a  gentleman  along  side  you. 
I  hope  you'll  accept  that  statement  as  a  worse  insult 
than  a  reflection  on  your  ancestry. 

— "HST" 

Apropos  of  that  letter,  this  one  from  a  reader: 
"Dear  Mr.  Forbes:  I  had  a  wonderful  experience  visiting 
the  Forbes  Galleries,  where  I  noted  the  letter  written  by 
President  Harry  S.  Truman  to  Washington  Post  music  critic 
Paul  Hume.  If  you  have  not  already  heard  it,  the  following 
anecdote  about  that  letter  may  be  of  interest. 


"Years  ago  I  was  an  editor  at  the  Washington  Daily  Net 
(now  gone).  Although  I  joined  the  staff  after  the  Trumai 
letter  event  had  taken  place,  I  learned  the  following:  Whi 
Paul  Hume  may  have  had  a  great  ear  for  music,  he  did  n\ 
have  a  great  nose  for  news.  On  the  morning  when  \ 
opened  President  Truman's  letter,  he  apparently  reacted  | 
Fofbes  Magazine  Collection  shock,  then  picked  up  the  phoi] 
and  called  the  music  critic  fro] 
the  Washington  Daily  News,  Milto 
Berliner,  and  beseeched  Milt 
join  him  at  a  nearby  shop  for  cc 
fee.  Hume  said  it  was  urgent.  Be 
liner  agreed  and  they  soon  met. 

"Hume  quickly  produced  t} 
Truman  letter,  the  news  value 
which  was  instantly  apparent  i 
Berliner.  As  Hume  talked  c 
about  his  shock  and  bewilde 
ment,  Berliner  memorized  most  of  the  letter.  When  Hun 
asked  Milt  what  he,  Hume,  should  do,  Milt  assured  hii 
that  he  should  do  nothing;  to  avoid  embarrassing  tl 
President,  he  said  to  take  the  letter  and  sit  on  it. 

"Relieved,  Hume  sauntered  back  to  the  Washington  lJo. 
Milt  raced  back  to  the  Daily  News,  told  managing  editor  Die 
Hollander  what  he  had,  and  the  story  ran  in  the  next  editic 
of  that  day's  newspaper  as  a  Page  One  exclusive. 

"The  Daily  News  scooped  the  Washington  Post  on  i 
own  story. 

"Sincerely,  K.T.  Simendinger,  New  York,  N.Y." 


SO  MUCH  OF  WHAT'S  IN  DICTIONARIES 

is  so  archaic  that  one  could  easily  conclude  the  editors  are  anti-semantic. 

ONE  AD'S  A  TURNOFF,  THE  OTHER'S  A  SELL 

Most  of  the  world's  people  are  aware  of  reli- 
gion. And  Coca-Cola.  Selling  the  unconverted 
is  ongoing  but,  in  the  name  of  God,  how  could 
this  pitch  possibly  attract  people  to  the  Episco- 
pal Church?  The  fact  that  this  particular 
Church  was  established  to  allow  a  libidinous 
monarch  to  have  more  wives  than  the  Pope 
permitted  is  a  cross  Episcopalians  have  to  bear, 
not  flaunt. 

On  the  other  hand,  what  a  beautiful  sell  this 
colorfully  white  ad  is  for  another  product  uni- 
versally known. 


RED  -  WHITE  -  &  -  YOU 


hi  die  church 
started  by^  man 
who  had  six  wives, 
(br^venessgoes 
without  saying. 


FORBES,  TUNE  29,  1987 


IF  YOU  CAN  COUNT  UP  TO 

lat's  more  excitingly  competitive  than  golf  or  the  Super 
owl  ever  thought  of  being. 

Twelve  million  Americans  can.  And  do. 

In  fact,  it  used  to  be  the  most  popular  game  in  America. 

it  begins  to  receive  the  sort  of  coverage  extended  to  the 
forementioned  two,  it  could  be  again — unless  we  aging 
nthusiasts  die  off  before  the  young  get  the  word  about 
'hat  a  ball  they  are  missing  by  not  taking  it  up. 

It's  bridge  that  I'm  talking  about. 

Here's  a  game  you  can  play  virtually  from  the  time  you 
an  count  fingers  and  toes,  until  the  day  you  can  no  longer 
ee  or  sit  up.  When  Charles  Goren  came  out  in  1950  with  a 
oint  count  for  face  cards  and  card-suit  length  or  lack, 
ridge  became  vastly  simpler  to  learn  than,  say,  skiing  or 
nitting  or  chess.  It's  less  dangerous  than  running  or 
riving.  Less  boring  than  movies  or  most  TV.  Less  costly 
lan  sightseeing  and  casinos.  Less  frustrating  than  Scrab- 
le,  Trivial  Pursuit  or  clay-pigeon  shooting.  In  short,  it  has 

PRETENSIONS 

cover  vacuums. 


13,  YOU  CAN  PLAY  A  GAME 

much  more  than  most  good  things  you  can  name,  with 
infinitely  fewer  drawbacks  than  other  temptations. 

In  a  chuckleful  syndicated  column  about  this  exciting 
game,  James  J.  Kilpatrick  writes:  "Throughout  the  1930s 
and  into  the  postwar  years  the  'Culbertson  System'  gained 
international  fame.  In  those  days  bridge  was  the  rage  at 
most  colleges  and  universities.  Some  games  would  start 
after  classes  on  a  Friday  afternoon  and  go  on  groggily  until 
early  Monday  morning.  ...  I  don't  know  what  games  the 
college  students  play  today  but  they're  missing  some  joys 
of  intellectual  combat  when  they  pass  up  bridge  for 
tossing  Frisbees." 

So,  if  you  want  to  add  a  lot  of  fun  to  the  rest  of  your  life, 
practice  counting  to  13  (in  rare  instances,  you  might  need  to 
reach  the  high  20s);  get  a  copy  of  Goren's  Contract  Bridge  for 
Beginners:  alert  three  or  four  friends  or  neighbors  who  still 
have  a  wee  yen  for  adventure,  for  trying  something  new. 

Then  just  go  to  it. 

VACUUMS 

usually  have  short  lives. 


BOOKS 


•  One  Writer's  Beginnings — by  Eu- 

dora  Welty  (Harvard  University  Press, 
$10) — is  a  warm  account  of  growing 
up  in  the  South  soon  after  the  turn  of 
the  century.  Lovely  tales  by  one  of  our 
most  unaffectedly  able  writers,  whose 
novels  have  won  multiple  awards,  in- 
cluding the  Pulitzer  Prize. 


xcerpts:  My  father  told  us  children  what  to  do  if  we  were 
)St  in  a  strange  country.  "Look  for  where  the  sky  is 
tightest  along  the  horizon,"  he  said.  "That  reflects  the 
ear  est  river.  Strike  out  for  a  river  and  you  will  find 
abitation." .  .  .  Mother  could  still  recite  poems  in  full 
'hen  she  was  lying  helpless  and  nearly  blind,  in  her  bed, 
n  old  lady.  Reciting,  her  voice  took  on  resonance  and 
rmness,  it  rang  with  the  old  fervor,  with  ferocity  even, 
he  was  teaching  me  one  more,  almost  her  last,  lesson: 
motions  do  not  grow  old.  I  knew  that  I  would  feel  as  she 
id,  and  I  do.  ...  As  certain  as  I  was  of  wanting  to  be  a 
Titer,  I  was  certain  of  not  wanting  to  be  a  teacher.  I 
icked  the  instructing  turn  of  mind,  the  selflessness,  the 
atience  for  teaching,  and  I  had  the  unreasoning  feeling 
iat  I'd  be  trapped.  The  odd  thing  is  that  when  I  did  come 
)  write  my  stories,  the  longest  list  of  my  characters  turns 
ut  to  be  schoolteachers.  They  are  to  a  great  extent  my 
eroines.  .  .  .  Taking  trips  tore  all  of  us  up  inside,  for  they 
zemed,  each  journey  away  from  home,  something  that 
light  have  been  less  selfishly  undertaken,  or  something 
iat  would  test  us,  or  something  that  had  better  be 
lomentous,  to  justify  such  a  leap  into  the  dark.  The 
xment  and  guilt — the  torment  of  having  the  loved  one 
o,  the  guilt  of  being  the  loved  one  gone — comes  into  my 
ction  as  it  did  and  does  into  my  life. 


Crowns  in  Conflict — by  Theo 
Aronson  (Salem  House,  $19.95).  In  the 
eight  years  between  1910  and  1918,  a 
dozen  of  Europe's  most  dazzling,  inter- 
related, totally  varied  monarchies 
strutted,  tripped,  were  felled  by  assas- 
sination or  war  and  ineptitude.  Indeed, 
Majesties  pulled  their  trousers  on  one 
leg  at  a  time  until  they  ended  up  without  a  leg  to  stand  on. 
Most  of  them,  and  most  of  their  "people,"  did  not  realize 
that  they  were  figureheads — mostly  empty  heads,  moved 
about  by  Powers  behind  the  Thrones. 

Excerpts:  By  the  year  1910,  there  were  more  monarchies 
than  there  had  ever  been.  Without  counting  the  sovereigns 
whosekingdoms  and  duchies  went  tomake  up  the  German 
empire,  there  were  twenty  reigning  monarchs  in  Europe. 
Every  country  other  than  France  and  Switzerland  (and 
even  France  had  re-established  the  monarchy  four  times 
during  the  last  century)  was  ruled  by  a  sovereign.  .  .  .  "In 
Vienna,"  said  Tsar  Ferdinand  of  Bulgaria  to  the  French 
ambassador,  Maurice  Paleologue,  "one  breathes  in  an 
atmosphere  of  death  and  decrepitude.  I  know  of  nothing 
more  lugubrious  than  dining  at  the  Emperor's  table:  there 
one  only  comes  across  archaic  countenances,  shrivelled 
intellects,  trembling  heads,  worn-out  bladders.  It  is  the 
exact  image  of  Austria-Hungary."  .  .  .  The  Habsburg  mon- 
archy was  not  tyrannical  or  brutal:  It  was  merely  muddled, 
inefficient  and  ineffective.  Far  from  being  a  tyrant,  Franz 
foseph  was  a  glorified  civil  servant.  It  was,  as  AJ.P.  Taylor 
has  put  it,  "a  perpetual  puzzle  to  him  that  he  could  not 
make  his  Empire  work  merely  by  sitting  at  his  desk  and 
signing  documents  for  eight  hours  a  day. " 
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Tip  O'Neill.  Cardmember  since  1973. 


Membership 
has  its  privileges^ 


Don't  leave  home  without  it? 

Call  1-800-THE  CARD  to  apply. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Diversify? 

No  way,  said  [McDonald's  Corp.] 
Chairman  Fred  Turner  recently  to  a 
fellow  executive.  "We  have  16,000 
rest  rooms,"  noted  Turner.  "As  soon 
as  those  are  all  clean,  we'll  talk 
diversification." 

— Stephen  Koepp,  Time 

D.C.  Spectacular 

There's  a  higher  premium  on  the 
spectacular  now,  and  that  really  be- 
gan with  the  Kefauver  hearings. 
Television  discovered  the  value  of 
conflict  and  controversy  and  has  a 
way  to  make  that  conflict  more  viv- 
id than  the  printed  page  could  do. 
The  players  aren't  very  different, 
just  the  stage. 

— Howard  Baker, 
White  House  Chief  of  Staff, 
New  York  Times 

Wha'  Happened? 

By  1914  Europe  had  developed  into 
a  series  of  rival  power  blocs,  all 
competing  with  each  other,  all  striv- 
ing to  be  larger,  stronger,  more  mag- 
nificent than  each  other.  Each  want- 
ed a  bigger  navy,  a  stronger  army,  a 


more  lucrative  market,  a  greater  em- 
pire than  the  others;  each  was  anx- 
ious to  score  diplomatic  victories 
over  its  neighbors.  An  explosion  had 
become  almost  inevitable. 

On  such  giant  waves,  on  such 
mountainous  seas,  the  sovereigns 
could  only  bob  about  like  so  many 
corks.  As  the  historian  Golo  Mann 
has  put  it,  "The  men  who  to  the  world 
appeared  as  the  ruthless  authors  of  the 
war  did  not  know  what  had  happened 
to  them." 

— Theo  Aronson, 
Crowns  in  Conflict 

Impressionable 

My  mother  was  not  afraid  of  Mrs. 
Calloway  [the  librarian].  She  wished 
me  to  have  my  own  library  card. 
She  took  me  in  to  introduce  me  and 
I  saw  I  had  met  a  witch.  "Eudora  is 
nine  years  old  and  has  my  permis- 
sion to  read  any  book  she  wants 
from  the  shelves,  children  or  adult," 
Mother  said.  "With  the  exception  of 
Elsie  Dinsmore,"  she  added.  Later 
she  explained  to  me  that  she'd  made 
this  rule  because  Elsie,  the  heroine, 
being  made  by  her  father  to  practice 
too  long  and  hard  at  the  piano, 
fainted  and  fell  off  the  piano  stool. 


"You're  too  impressionable,  dear 
she  told  me.  "You'd  read  that  ar 
the  very  first  thing  you'd  do,  you 
fall  off  the  piano  stool." 

— Eudora  Welt 
One  Writer's  Beginning 

Bell  s  Halos 

The  Pacific  Northwest  Bell  Tel 
phone  Company  employees  have 
motorcycle  club  which  they  name 
"Bell's  Angels.  .  .  ." 

Harley  is  sponsoring  a  contest  t 
determine  the  ten  best  roads  in  tl 
U.S.  It's  a  contest  that  Long  Islande 
won't  have  to  bother  with.  The 
haven't  been  good  motorcycling  roa< 
on  Long  Island  since  the  Indians  lo 
the  land.  But  when  Harley  asks  fi 
nominations  for  large  parking  lots,  v 
have  something  called  the  Long  1 
land  Expressway. 

— Free  Wheelh 
Holbrook,  N." 


Nobody  likes  packing. 
The  best  advice  is  probabh 
still  this  maxim:  Lay  out  a  I 
your  clothes  and  all  your 
money.  Then,  take  half  the 
clothes  and  twice  the  monex 
— Susan  Heller  Anderso 
New  York  Tim 


Who's  Changed? 

At  67,  my  dad  still  looks  as  I  r 
member  him,  hair  full  and  brow 
body  trim,  face  tanned,  eyes  shar 
What's  different,  what  I  can't  get  us< 
to,  is  his  gentleness  and  his  patience 
remember  neither  as  a  boy,  and  I  wo 
der  which  of  us  has  changed. 

— Walt  Harnngto 
Washington  Post  Magazh 

At  Any  Cost 

When  the  subject  is  drugs,  Pre; 
dent  Reagan  doesn't  mind  tramplii 
in  the  vineyards  where  the  rights 
states  are  stored. 

— Michael  Kinsle 
editor  of  The  New  Repubh 
in  the  New  York  Po 

Half  Baked  Alaska 

To  decide  to  go  somewhere  in  L 
Angeles  is  a  real  commitment,  i 
nothing  is  done  frivolously.  It's  £ 
most  like  Alaska,  where  someboi 
drives  400  miles  to  have  a  tire  fixe 
It's  frontier-like. 
— Alexander  Cooper,  architect,  in  . 


Q 

"Stop  acting  so  innocent,  Craddock! 
Yon  know  very  well  what  signals. " 
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Every  presenter  wants  to  make  a 
compelling,  persuasive  case.  And 

color,  you'll  agree,  makes 
all  the  difference. 

Its  more  eye- 
catching. More 
readily  understood. 
— —    More  memorable. 
In  short,  color  makes  any  presentation 
more  effective.  And  research  proves  it. 

All  you  need  is  a  Hewlett-Packard 
color  plotter,  like  the  HP  ColorPro  we  used 
here.  Together  with  a  PC-the  HP  Vectra 
IBM  and  compatibles  or  Apple 
Macintosh— you  can  use  all  the  popular 
graphics  software,  like  HP  Graphics 
Gallery  (used  below),  or  Lotus  1-2-3, 
Microsoft  Excel,  Chart-Master  from 
Ashton-Tate,  and  Lotus  Freelance. 

The  HP  ColorPro  Plotter  is  as  easy 
to  use  as  a  printer.  At  only  $1,295*  it 


may  be  just  where  you  want  to  start. 
But  if  your  needs  are  more  sophisti- 
cated—say for  larger  charts  or  higher 
plotting  speeds— you  may  prefer  one  of 
the  other  models  m  the  family.  Which- 
ever you  choose,  you're  assured  of  over- 
heads with  startling  color  and  precise 
lines.  And  you  know  you  can  rely  on 
the  design  and  engineering  excellence 
of  Hewlett-Packard,  the  company 
whose  name  is  synonymous  with  laser 
printers  and  plotters. 

For  a  colorful  sample  overhead, 
and  the  name  of  your  nearest  dealer, 
call  1 800  367-4772,  Ext.  903A. 

1-2-3®  and  Freelance®  from  Lotus®  are  U  S  registered  trademarks  of 
Lotus  Development  Corporation  Ashton  Tate®  and  CHART- MASTER® 
are  registered  trademarks  of  Ashton-Tate  Corporation  Microsoft® 
Excel  is  a  U  S  registered  trademark  of  Microsoft  Corporation 
•Suggested  U  S  List  Price    ©  1987  Hewlett-Packard  Co  PE12705 


lei 


HEWLETT 
PACKARD 


Guess  which  presentation 
made  the  sale. 


mparing  phone  system 
Call  TIE.The  choice  of  ove 
one  million  businesses. 


That  many  businesses  can't  be  wrong!  What  con- 
vinced them  to  go  with  TIE  was  our  history  of  leadership 
in  developing  advanced  telephone  systems.  And  our 
superior  technology  and  manufacturing  integrity  which 
set  the  standard  for  the  industry  worldwide. 

From  small  electronic  phone  systems  to  totally 
digital,  integrated  voice  and  data  communications, 
there's  a  TIE  that's  right  for  every  size  company.  The  very 
small  office  or  retail  shop.  The  mid-size  company.  And 
the  multi-location  corporation  which  has  branch  offices 
all  over  the  map.  TIE  even  provides  systems  which  are 
perfect  working  partners  behind  a  Centrex  or  PABX. 

As  the  telephone  producer  with  the  largest  num- 
hones  installed  in  the  U.S.,  after  AT&T,  TIE 

is  the  support  of  a  nationwide  distributor  network 
•  jual — 11,500  support  centers  you  can  rely  on 


wherever  you  are,  wherever  you  move.  Call  today  fc> 
name  of  a  distributor  near  you.  Call  1 -800-TIE-3231 

Connecticut  call  1-926-2347 


The  Industry  Standa 


.  ommunications,  Inc.  8  Progress  Drive,  Shelton  Ct.  06484  (80())TIE-3231 ;  in  Connecticut  call  1-926-2347  Telex  179051  Cable:  TIE  Shelton,  Ct. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


WHAT  INVESTORS  SHOULD 

Paul  Volcker's  reputation  today  is  taller  than  the  man 
limself,  but  Alan  Greenspan  could  turn  out  to  be  the 
nest  of  our  postwar  Fed  chairmen  if  he  doesn't  forget  the 
Fed's  primary  mission:  preserving  the  value  and  integrity 
Df  the  dollar. 

Manipulating  interest  rates,  controlling  the  money  sup- 
sly,  fine-tuning  the  economy,  helping  finance  the  federal 
deficit,  fretting  about  the  Brazils  and  Mexicos 
l  d£  the  world,  etc.  are  all  secondary  to  the 
critical  task  of  maintaining  the  dollar's  pur- 
:hasing  power  here  and  overseas. 

Before  his  nomination,  Greenspan  talked 
about  the  inevitability  of  the  dollar  falling 
pven  more.  It  won't — if  he  does  his  job  right. 
The  real  value  of  the  dollar  is  determined 
;largely  by  what  the  Fed  does  and  doesn't  do.  Will  his  rule 
[Monetary  policy  shouldn't  be  confused  with  fiscal  policy. 
A  country  can  have  a  big  budget  deficit  (Japan  in  the  1970s) 
(or  a  huge  trade  deficit  (Japan  in  the  1950s)  and  still  have  a 
[stable  currency.  A  cheaper  greenback  can  improve  our 
trade  balance  briefly,  but  at  the  price  of  inflation. 

Misplaced  Priorities 

If  Greenspan's  predecessors  had  made  the  dollar's  stabil- 
ity their  top  priority,  we  never  would  have  had  the  virulent 
inflation  of  the  1970s,  the  commodity  deflation  of  1982-86 
for  the  yo-yo-like  behavior  of  the  dollar  over  the  past 
generation.  Unfortunately,  our  central  bank  too  often  got 
sidetracked  onto  other  tasks. 

In  the  early  1970s,  for  instance,  the  Federal  Reserve  saw 
economic  growth  as  its  chief  goal.  It  inadvertently  over- 
jjstimulated.  Result:  rapidly  rising  prices,  followed  by  the 
'severe  recession  of  1974-75.  Another  example:  Trying  to 
protect  the  economy  from  too-high  interest  rates  in  the 
late  1970s,  then-Chairman  William  Miller  responded  too 
slowly  to  another  round  of  inflation.  The  ensuing  crisis  led 
to  Volcker's  appointment. 

But  Volcker's  tenure  underscored  another  problem: 
What  is  a  reliable  compass  in  protecting  the  dollar? 

Money  supply  numbers  are  useless  today,  thanks  to 


ASK  OF  ALAN  GREENSPAN 

technology  and  to  the  growing  globalization  of  the  capital 
markets.  (Looking  at  the  money  supply  several  years  ago, 
Milton  Friedman  reckoned  that  we  would  have  double- 
digit  inflation  by  1985.)  Interest  rates  are  almost  as  inade- 
quate: A  15%  overnight  rate  was  insufficient  in  1980, 
while  7%  may  be  too  high  today.  Trade  balances  are  also 
unreliable:  Brazil  and  Mexico  have  trade  surpluses.  So  is 
economic  performance.  In  1984,  Volcker  be- 
lieved the  economy  was  growing  too  quickly. 
He  had  no  hard  evidence  of  a  resurgent  infla- 
tion, but  he  tightened  anyway.  The  result  was 
devastation  in  the  farm  belt  as  prices  for  land, 
grain,  corn  and  animals  collapsed. 

The  Answer 

be  golden?  -p^g  jjest  guide  f  or  the  conduct  of  monetary 
policy  is  commodity  prices.  They  are  the  most  sensitive 
barometer  of  inflation  or  deflation.  When  the  markets  fear 
inflation,  they  latch  onto  real  assets.  So  if  commodities  are 
rising  for  a  period  of  time,  as  in  the  1970s,  watch  out.  By 
contrast,  when  cash  is  too  short,  inventories  will  be  liqui- 
dated and  commodity  prices  will  tumble.  So  watch  out, 
too,  if  all  commodities  are  falling  (as  happened  in  1984). 

The  best  commodity  proxy  for  incipient  inflation  and 
deflation  is  the  price  of  gold.  It  is  an  almost  purely  specula- 
tive metal.  Annual  production  is  a  small  fraction  of  the 
world's  outstanding  supply,  so  it  is  not  subject  to  jolts 
such  as  droughts.  There  is  enough  of  the  stuff  to  make  it  a 
universally  recognized  store  of  value  but  not  enough  to 
make  it  too  common,  a  la  silver. 

Greenspan  was  once  an  aficionado  of  the  classic  gold 
standard,  and  he  can  use  an  informal  one  today:  Tighten  up 
on  credit  when  the  barbarous  relic  goes  over  $450  an 
ounce;  ease  when  it  goes  below  $400. 

If  Greenspan  lets  gold  be  his  guide,  the  dollar  will  firm 
and  financial  markets  will  surge.  He  will  set  a  powerful 
example  for  other  central  banks,  thereby  creating  the 
foundation  for  a  new,  lasting  international  monetary  sys- 
tem— and  thereby  winning  a  place  in  history  higher  than 
that  of  his  predecessor. 
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Few  things  reveal  more  about  us  than  x-rays  and  blood  tests. 
It  probably  won't  surprise  you  to  know  that  Kodak 
was  a  pioneer  in  developing  today's  film-based  x-ray 
technology.  Kodak  products  deliver  superbly  revealing 
diagnostic  information,  with  less  exposure  to  radiation  than 
ever  before.  And  we're  already  developing  tomorrow's 
electronic  imaging  products. 

But  blood  tests?  Drawing  on  a  century  of  emulsion- 
coating  expertise,  Kodak  developed  a  computer-driven 
dry  slide  technology  for  blood  and  body  fluid  testing 
which  manages  to  be  equally  efficient  in  terms  of  cost 
containment  and  patient  care.  The  result  is  the  Kodak 
Ektachem  clinical  chemistry  system,  in  use  in  hospitals  and 
doctors'  offices  throughout  the  world. 

lust  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 


|    The  new  vision  of  Kodak 


wpan  Kodak  Company,  1')87 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


PLAUSIBLE— BUT  EXCESSIVE— ANXIETY 


Prices  are 
on  the  rise — 
for  sure 
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Even  a  small  rise 
in  rates  would 
choke  growth 


Fears  of  inflation  now  in  the  air  are  plausibly  grounded  but,  for 
all  that,  excessive. 

Just  look  at  what  inflation  worries  have  already  done  to  rates,  says 
economist  Gary  Shilling.  The  merest  hint  of  the  Federal  Reserve's 
tightening  the  screws,  even  though  it  did  little,  has  been  a  sufficient 
cause  to  send  rates  up  in  defensive  anticipation. 

Investors  can't  forget  the  negative  real  returns  in  the  Seventies,  says 
Shilling.  "There  was  no  way  they  were  coming  back  for  thirds." 

And  there's  something  of  a  miniboom  under  way  in  commodity  prices 
that  has  little  to  do  with  increased  demand. 

There  are  exceptions.  Wool  prices  are  up  because  textiles,  worldwide, 
are  doing  well.  And  copper  prices  are  up  because  supply  is  tight. 

But  mostly  there  are  special  factors.  Lead  and  zinc  prices  rose  because 
of  a  strike.  Livestock  prices  are  up  because  farmers,  coping  with 
cyclical  factors,  killed  off  large  parts  of  their  herds.  Wheat  prices  are  up 
because  of  a  poor  winter  harvest  in  Russia. 

To  be  sure,  inflation  is  up — for  the  past  three  months  the  overall  CPI 
has  been  rising  at  4.5% — but  what  else  could  be  expected?  Last  year, 
thanks  to  lower  oil  prices,  would  have  been  hard  to  beat.  The  1986 
overall  Consumer  Price  Index  rose  just  1.1%  (December  on  December) . 
Take  out  energy,  and  consumer  prices  rose  by  3.8%  in  1986. 

Remember,  too,  import  prices  are  rising — by  an  average  of  7%  a  year, 
according  to  forecasters  at  DRI.  Again,  what  else  could  be  expected? 

Watch  for  May's  CPI  figure,  due  out  June  23.  An  increase  of  0.4%  for 
the  month,  or  worse,  will  show  that  the  upward  trend  is  continuing. 

One  remarkably  accurate  inflation  predictor,  from  Cyrus  J.  Lawrence, 
Inc.,  says  the  CPI  will  rise  5.4%  in  the  12  months  to  May  1988. 

What  happens  to  inflation  now  chiefly  depends  on  two  things:  the 
dollar  and  Federal  Reserve  policy  under  Alan  Greenspan. 
But  a  lot  also  depends  on  what  Japan  and  West  Germany  actually  do. 
Japan  says  it  is  to  reflate  by  $42  billion,  equivalent  to  2%  of  its 
presently  flat  GNP.  If  Japan  delivers  it  will  help  the  dollar,  but  we  have 
heard  it  all  before. 

West  Germany  put  off  until  after  the  economic  summit  releasing  its 
first-quarter  GNP  figure — embarrassed,  presumably,  by  the  robustness 
that  isn't  there.  Germany  still  resists  reflating  even  though  it  would 
help  its  own  jobless  most. 

So  far  this  year,  anti-Volckerites  on  the  Fed  have  resisted  putting  up 
the  discount  rate.  Just  as  well.  Compared  with  the  worst  of  recent 
times,  inflation  is  still  relatively  low.  That  means  even  a  modest  rise 
in  interest  rates  would  choke  the  economy. 

As  it  is,  we  see  signs  that  higher  market  rates  are  causing  second 
thoughts  in  the  nation's  boardrooms  about  capital  spending  plans  that, 
earlier,  seemed  likely  to  come  through  later  this  year. 
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The  Forbes  Index 
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Orders  to  fill.  Preliminary  data  show  the  Forbes  Index 
with  a  0.4%  gain  in  April,  which  leaves  the  Index  just 
0.2%  off  its  September  1986  alltime  high.  The  economy  is 
getting  support  from  several  areas.  On  the  manufacturing 
front  there  was  a  3.3%  jump  in  the  ratio  of  manufacturers' 
new  orders  for  durable  goods  (three  months  to  April)  to 
inventories  (April).  After  seasonal  adjustment  new  orders 


for  durable  goods  in  April  were  $10.7  billion  higher  thar 
they  were  in  January.  A  0.3%  rise  in  personal  income  in 
April  also  helped  push  up  the  Forbes  Index. 

Despite  a  0.1%  slip  from  March  to  April  in  the  ratio  o 
the  cost  of  services  to  the  total  Consumer  Price  Indej 
(used  to  calculate  the  Forbes  Index),  the  cost  of  living  i: 
going  up.  The  overall  CPI  jumped  0.5%  in  April. 


The  Forbes  Index  Components 

The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 

composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 
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To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 

Consumer  price  indexes  (1967  =  100) 

all  urban  consumers,  unadjusted  (Dept.  of  Labor) 

New  housing  starts  (thousands) 

privately  owned,  unadjusted  (Dept.  of  Commerce) 

128 

180 

Inventories 

2,160 

L 

»*>  j,  
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2080 

124 

100 

New  orders 

2000 

Industrial  production  index  (1967  =  100] 
seasonally  adjusted  |Federa!  Reserve) 

Manufacturers  new  orders  and  inventories 

(Sbillions)  seasonally  (Dept.  of  Commerce) 

Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 

250  131  610 
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pto)     iv  claims  average  for  month  Retail  store  sales  (Sbillions)  Consumer  installment  credit  (Sbillions) 

■  y  idjustcd  (Dept.  of  Labor)  seasonally  adjusted  (Dept.  of  Commerce)  total,  seasonally  adjusted  (Federal  Reserve) 
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The  secret  of  Partagas 
brings  back  memories  of  Havana. 


A  generation 
ago,  Havana  was 
the  citadel  of 
cigars. 

But  once  the 
Castro  regime 
confiscated  their  cigar  companies, 
the  great  Cuban  cigar-makers 
disappeared  like  a  vanished 
breed . 

One  of  those  men,  Ramon 
Cifuentes,  was  determined  to 
pursue  his  craft  only  if  he  could 
create  the  environment  in  which  he 
and  his  father  had  made  Partagas 
Cigars  in  Havana. 


He  did  not  have  to  travel  far,  for 
it  is  in  the  Dominican  tobacco 
center  of  Santiago  that  Ramon 
Cifuentes  and  his  artisans  have 
continued  the  uncompromising 
Partagas  tradition. 

Their  secret  is  in  the  leaves  and 
in  the  time  it  takes  to  cure,  age, 
blend,  bunch,  mold,  roll  and  wrap 
each  cigar  by  hand.  And  almost 
three  years  after  the  leaves  are 
harvested,  each  finished  cigar  is 
still  not  a  Partagas  until,  like  a 
fine  wine  aging  in  a  cask  of  oak, 
it  is  fully  aged  in  a  room  of 
Spanish  cedar. 

PARTAGAS 


To  fully  appreciate  this  painstaking 
art,  simply  reward  your  senses  with 
a  Partagas.  To  touch  its  silken 
wrapper,  to  taste  its  subtle  flavor  and 
to  savor  its  distinctive  aroma  is  a 
pleasure  beyond  words. 

Ask  your  favorite  smoke  shop  for 
Partagas  Premium  Cigars  in  the  length 
and  ring  gauge  made  for  you.  Whether 
you  purchase  these  legendary  cigars 
singly,  in  paquets  of  10  or  in 
hand-made  cedar  boxes,  you  can  be 
certain  that  they  are  made  as  they 
are  smoked — one  by  one. 

Ramon  Cifuentes  will  have  it  no 
other  way. 
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Computers  &  Communicatioi 


Computers  and  Communications 


king  America  from  coast  to  coast. 


At  NEC  we  began  to  develop  our 
own  integrated  C&C— computers 
and  communications— technology 
long  before  anyone  else. 

It's  a  technology  that's  helping 
to  change  the  way  America  does 
business  by  drawing  us  all  closer 
together. 

With  integrated  voice,  data,  and 
image  transmission  equipment. 
More  powerful  business  and  per- 
sonal computers.  And  a  wide  range 
of  other  products  from  fiber  optics 
and  cellular  telephones  to  home 
electronic  products. 

Today  NEC  is  a  world  leader  in 
semiconductors,  computers,  and 
communications  systems.  The 
expertise  behind  over  15,000  NEC 
products  is  at  work  in  our  inte- 
grated C&C  technology. 

We  now  supply  a  full  range  of 
systems  working  together  in  net- 
work to  help  people  handle  infor- 
mation of  any  kind  more  efficiently, 
whenever  they  need  it. 

Across  America  and  all  around 
the  world. 

NEC  offers  a  total  system  solution 
to  all  of  today's— and  tomorrow's 
—information  needs.  One  that  can 
help  you  keep  all  your  offices  in 
touch  with  each  other  and  working 
effectively  together. 

So  when  you  look  for  solutions 
in  computers  and  communications, 
think  of  the  company  that's  linking 
America  from  coast  to  coast. 

Think  of  NEC. 


SEC 


Forbes 


Foreign  manufacturers  are  beating  import  restrictions  by  bus 
tling  the  U.S.  Customs  Service  at  the  nations  gateways.  Ha 
American  trade  policy  lost  its  teeth? 


Shell  game  at 
the  docks 


By  Gary  Slutsker 


WASHINGTON  IS  TALKING  tOUgh 
these  days  with  its  trading 
partners,  but  so  what?  For- 
eigners are  becoming  so  adept  at  side- 
stepping antidumping  restrictions  en- 
forced by  the  overworked  and  under- 
staffed U.S.  Customs  Service  as  to 
render  the  rules  toothless.  From  steel 
to  textiles,  from  paint  brushes  to  cop- 
per sheets,  imported  goods  keep  pour- 
ing in  at  their  old,  low  prices,  unbur- 
dened by  punitive  duties. 

Take  steel,  which  is  covered  by  vol- 
untary restraint  agreements  enacted 
by  Japan  and  the  U.S.  in  1984.  Imports 
from  Japan  have  declined  sharply 
from  their  alltime  high  in  1976.  But 
plenty  of  Japanese-made  goods  are  be- 
ing transshipped  through  Canada, 
whose  steel  exports  to  the  U.S.  have 
nearly  doubled  since  1982,  and  in  the 
first  quarter  of  1987  stood  neck  and 
neck  with  Japan's. 

Steelmakers  from  Japan  and  other 
countries  ship  the  goods  to  Canada, 
where  enough  "value"  is  added  to  the 
product  that  it  then  technically  quali- 
fies as  Canadian  steel.  (Adding  value 
can  involve  as  much  transformation 
as  turning  steel  into  cars,  or  as  little  as 
putting  a  bend  in  galvanized  steel 
sheets.)  Either  way,  the  exporters  de- 
feat the  whole  point  of  the  dumping 
,  tions — which  is  to  keep  unf air- 
-priced  goods  out  of  the  U.S. 


Japanese  pipe  manufacturers  are  us- 
ing the  same  sort  of  gimmick,  ship- 
ping industrial  pipe  first  to  Thailand 
where  it  is  threaded,  then  on  to  the 
U.S.  free  of  import  quotas  enacted  in 
1985  on  the  Japanese  product.  Cus- 
toms officials  have  even  counted  into 
official  import  statistics  steel  from 
Nepal,  which  does  not  have  the  capac- 
ity to  produce  steel. 


It's  the  same  story  in  other  market 
as  well.  After  new  trade  restriction 
on  copper  alloy  sheet  went  into  effeq 
last  December,  imports  immediatel 
went  down  from  countries  covered  fcl 
the  new  rules,  including  France,  Ital 
and  Brazil.  But  imports  from  Switzei 
land  and  Argentina — neighborin 
countries  which  do  not  happen  to  tj 
covered  by  the  trade  restrictions^ 


w 


/ent  up  dramatically. 

Normal  market  reaction?  Not  ac- 
ording  to  Joseph  Mayer,  president  of 
jhe  Copper  &  Brass  Fabricators  Coun- 
cil. Says  he:  "That  is  totally  inconsis- 
ent  with  what  we  know  of  their  ca- 
acity  and  their  commercial  dealings, 
"hat  kind  of  switch  doesn't  happen  in 
hat  amount  of  time." 
I  An  alternative  to  the  transship- 
ment ploy  involves  getting  an  exemp- 
ion  from  an  antidumping  order.  If  a 
ompany  covered  by  such  a  rule  sells 
t  fair  market  value  for  two  years,  it 
an  then  often  get  an  exemption  from 
he  Commerce  Department  by  pledg- 
ng  not  to  go  back  to  dumping  in  the 
ature.  The  convenient  thing  about  an 
xemption  is  that  the  Commerce  De- 
>artment  doesn't  normally  review  ex- 
mpted  companies  to  see  if  they  are 
lononng  their  word. 

"Everybody  knows  the  game  plan," 
ays  James  Conner,  executive  vice 
'resident  of  American  Yarn  Spinners 
association,  a  Gastonia,  N.C. -based 
rade  group.  "You  get  the  exemption 
nd  then  start  dumping  all  over 
gain — and  no  one  checks  up  on  you." 

All  this  is  happening  for  a  simple 
eason:  The  U.S.  Customs  Service, 
vmch  is  charged  with  enforcing  more 
han  1,000  trade  laws,  duties  and  quo- 
las  at  the  nation's  ports  and  gateways, 
loesn't  have  enough  people  or  money 
p  do  the  job.  Between  1980  and  1986 
he  staff  at  Customs,  including  in- 
pectors  and  import  specialists, 
lipped  slightly,  from  13,820  to 
[3,552,  while  total  U.S.  merchandise 
mports  rose  50%,  from  $250  billion 

0  $368  billion. 

"We  don't  pretend  to  investigate 
very  shipment — there's  no  need  to," 
ays  John  O'Loughlin,  director  of 
rade  operations  for  U.S.  Customs.  In 
act,  Customs  focuses  most  of  its  at- 
ention  on  shipments  of  goods  cov- 
:red  by  some  sort  of  import  restric- 
ion,  with  textiles  and  steel  at  the  top 
)f  the  list. 

That  kind  of  hit-or-miss  approach 
lardly  inspires  confidence  in  execu- 
ives  in  industries  seeking  protection 
rom  foreign  dumpers.  "You  can  win 
in  antidumping  case  in  court,  then 
ose  everything  if  you  don't  have  prop- 
:r  enforcement  of  the  dumping  order 
)y  government,"  says  David  Hart- 
[uist,  partner  at  Collier  Shannon  Rill 
k  Scott,  a  Washington  law  firm  with 

1  large  international  trade  practice. 
'The  first  thing  we  do  after  we  win  a 
;ase  is  go  to  Customs  and  tell  them 
hey  can  expect  efforts  to  circumvent 
luties." 

To  get  action,  more  companies  are 
hus  hiring  private  investigators  to 
lig  up  evidence  of  dumping,  then 


handing  over  the  research  to  the  gov- 
ernment for  prosecution.  But  even 
when  fraud  is  uncovered,  there  is  no 
assurance  that  the  Justice  Depart- 
ment, which  is  also  overworked  and 
understaffed,  will  act  decisively  on 
the  information. 

Explains  trade  law  attorney  John 
Greenwald,  partner  at  Wilmer,  Cutler 
&  Pickering  in  Washington,  D.C.: 
"Customs  fraud  is  not  high  on  most 


By  Edwin  A.  Finn  Jr. 

Iike  many  Americans,  Martin 
_  Schubert  found  career  guidance 
I  inside  a  movie  theater.  Inspira- 
tion came  from  a  Paul  Newman  line 
in  the  1960  film  I'rom  the  Terrace.  "I 
want  to  live  in  the  big  world,  compete 
with  the  big  people,  make  the  big 
money." 

Today,  that's  what  Schubert  does, 
usually  from  behind  a  huge  mahogany 
desk  in  the  midtown  Manhattan  of- 
fice of  his  investment  firm,  European 
InterAmerican  Finance  Corp.  But 
more  than  an  accent  betrays  this 
streetwise  financier's  Brooklyn  roots. 
On  weekend  mornings,  Schubert,  51, 
doesn't  head  for  a  yacht  or  a  string  of 
polo  ponies.  He  strips  off  his  pin- 
stripes, slips  into  shorts  and  sneakers, 
and  hustles  to  a  pickup  basketball 
game  at  a  New  York  City  playground. 

Such  scrappiness  helped  Schubert 
pioneer  the  hottest  thing  going  in  in- 
ternational finance  at  the  moment — 
the  $6  billion  market  for  swapping 
Latin  debt.  Through  this  market, 
banks  can  unload  shaky  Latin  loans  at 
a  discount  from  full  face  value,  swap- 
ping them  for  cash,  equity  or  loans 
that  seem  less  shaky.  Schubert  won't 
comment  on  his  take,  but  intermedi- 
aries in  swap  transactions  commonly 
collect  1%  to  2%  of  a  loan's  face  value 
as  a  fee.  That  adds  up  fast  when  you 
consider  that  Schubert  and  his  joint 


U.S.  attorneys'  priorities.  They  have 
other  criminal  activities  that  attract 
much  more  attention." 

Let's  face  it:  Beating  U.S.  trade  bar- 
riers just  doesn't  rank  with  drug  run- 
ning, money  laundering  or  even  insid- 
er trading  as  a  crime  against  human- 
ity. So  don't  look  for  anything  like 
fanatical  enforcement.  One  more  ar- 
gument against  reliance  on  trade  bar- 
riers to  keep  the  U.S.  competitive.  ■ 


venture  partner,  London  merchant 
bank  Singer  &  Friedlander  Ltd.,  have 
done  about  $1  billion  of  Latin  debt 
swaps  in  each  of  the  past  three  years 
(see  chart). 

The  mere  existence  of  the  swap 
market  argues  strongly  that  banks 
will  never  collect  their  huge  Latin 
loans  in  full.  This  in  turn  has  made 
Schubert,  who  has  been  suggesting  as 


Overcrowded? 


In  the  early  years,  Schubert  had  the 
Latin  swap  market  nearly  to  him- 
self. Today  big  banks  are  piling  in. 


$Billions 


$8 


Total  loans  swapped 

Schubert's  share* 

'83  '84  '85  '86  '87t 

"By  European  Intcr-Arricrican  Finance  Corp  /Sinner 
&  Friedlander  joint  venture  r  Projections. 

Sources.  European  Inter  American  Finance  Corp.  ; 
industry  estimates. 


Suddenly,  the  Lone  Ranger  of  Latin  loan 
swaps  has  the  likes  of  Citicorp,  Chase  and 
Salomon  encroaching  on  his  territory. 

There  goes 
the  neighborhood 
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International  financier  Martin  Schubert  at  his  favorite  weekend  pursuit 

He's  been  a  scrappy  player  in  the  swap  market,  too,  exposing  the  shakiness  of  banks'  Latin  loans. 


U.i/.m  Archl 


much  for  years,  seem  an  oracle.  "I 
recall  visiting  Marty  about  three  years 
ago,  and  I  was  a  bit  skeptical,"  reports 
Carl  Ludvik,  the  World  Bank's  cofi- 
nancing  adviser  for  commercial 
banks.  "But  now  events  have  caught 
up  with  his  perceptions." 

Ironically,  one  major  event  that 
confirmed  Schubert's  prescience  may 
also  pinch  his  profits.  As  Citicorp  was 
adding  $3  billion  to  its  loan-loss  re- 
serve last  month,  the  bank's  chair- 
man, John  Reed,  announced  his  inten- 
tion for  Citicorp  to  become  a  major 
direct  participant  in  the  swap  market. 
Other  large  banks,  including  Bank- 
America,  Chase  and  Manufacturers 
Hanover,  now  seem  almost  certain  to 
follow  suit,  enormously  intensifying 
competition  for  Schubert.  Says  he  of 
the  threat,  "We've  gone  from  being  a 
closet  market  to  the  point  where  it's 
fashionable  for  all  the  commercial 
banks  and  investment  banks  to  set  up 
whole  departments  to  swap  Latin 
loans." 

Schubert  got  his  grounding  in  the 
business  first  as  a  commodities  trader 
for  Philipp  Brothers,  working  beside 
the  now-infamous  tax  dodger  Marc 
Rich.  Later,  Schubert  moved  on  to 
national  loan  syndication  at  Ro- 


senthal &  Rosenthal,  a  tiny  New 
York-based  investment  bank  where 
he  organized  more  than  $10  billion  in 
loans  to  Latin  America  in  the  late 
1970s  and  early  1980s.  When  the  Lat- 
in debt  crisis  erupted  in  1982,  he 
heard  opportunity  knock. 

Schubert  set  up  his  own  debt-swap- 
ping company  in  early  1983,  targeting 
as  potential  customers  many  of  the 
same  banks  he  had  helped  package 
Latin  American  loans  for  only  a  few 
years  earlier.  Now,  of  course,  his  idea 
was  to  help  them  get  out  from  under 
the  loans. 

Early  on,  his  best  clients  were  Euro- 
pean banks,  who  were  so  eager  to 
dump  their  Latin  credits  that  they 
didn't  mind  sacrificing  10%  to  50%  of 
a  loan's  face  value.  A  French  bank 
might  be  willing  to  dump  a  $5  million 
Brazilian  loan  in  return  for  a  $3  mil- 
lion Chilean  loan  plus  $2  million  in 
cash.  In  this  way,  a  hazy,  illiquid  mar- 
ket began  to  emerge.  Today,  however, 
with  brokerage  and  investment  bank 
giants  like  Shearson/ American  Ex- 
press and  Salomon  Brothers  in  the 
market,  fairly  precise  discount  prices 
for  loans  from  35  countries  are  calcu- 
lated daily. 

Besides  foreign  institutions,  Schu- 


bert's early  customers  included  U.S 
regional  banks,  many  of  whom  con 
tinue  to  deal  with  him  in  spite  of  th 
intensifying  competition  from  new 
comers.  Reports  the  head  of  one  U.S) 
regional  bank,  "I  just  had  an  offer  th.il 
morning  to  take  a  $5  million  owner 
ship  position  in  a  Mexican  hotel  ii 
exchange  for  $6  million  of  Lath 
debt."  A  good  deal:  Maybe  too  good 
though  the  swap  market  is  currently 
valuing  Mexican  debt  at  around 
40%  discount,  the  terms  of  the  offerei 
deal  suggested  only  a  17%  discoun 
on  the  note.  In  short,  the  banker  ha< 
better  watch  out,  because  the  hote 
may  in  fact  be  a  turkey. 

Prices  on  Latin  debt  of  all  sorts  havi 
been  softening  lately,  and  for  gooi 
reason.  "The  problem  used  to  be  lacl 
of  supply;  now  it's  oversupply,"  say 
Schubert.  "Everything  the  banks  havi 
in  Latin  America  is  pretty  much  avail 
able  for  sale  for  cash.  It's  a  case  o 
assets  chasing  buyers." 

Thus,  bid  prices  for  Latin  loans  fel 
sharply  after  the  hefty  reserve  in 
creases  by  Citicorp  and  other  banks 
Granted,  the  big  banks'  new  reserve 
create  at  least  the  potential  for  somi 
$25  billion  of  swaps.  But  as  Schuber 
warns,  that  much  swapping  can't  b< 
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lone  for  years,  if  ever.  There  simply 
iren't  enough  buyers. 

Eventually,  the  swap  market  may 
:ome  to  be  almost  totally  dominated 
)y  big,  capital-rich  institutions 
igainst  which  Schubert  can't  begin  to 
:ompete.  Nor  does  Schubert  have 
ong-standing  relationships  with  the 
lewest  class  of  buyers:  multinational 
:ompanies  that  use  debt  swaps  as  a 
vay  to  invest  on  the  cheap.  Thus 
Ihrysler  last  year  bought  $100  mil- 
ion  of  Mexican  loans  for  about  $65 
nillion,  including  fees.  Then  the  car- 
naker  exchanged  the  loans  at  Mexi- 
co's central  bank  for  $100  million 
vorth  of  pesos  to  upgrade  its  Mexican 


plants.  Chrysler  wound  up  paying 
only  about  $65  million  for  capital  im- 
provements, which  would  have  cost 
Chrysler  $100  million  if  paid  for  di- 
rectly with  U.S.  currency. 

Such  investment  deals  are  increas- 
ingly common.  Ford  last  year  bought 
$50  million  of  Mexican  loans  at  a 
discount;  Nissan,  $54  million;  Re- 
nault, $17  million;  and  Gillette,  $5 
million. 

Expect  pressure  on  other  Latin 
American  nations  to  encourage  simi- 
lar swapping  activity.  Japanese  banks 
are  likely  to  push  hard,  having  earlier 
this  year  shifted  some  of  their  shaky 
Latin  loans  to  a  new,  collectively 


owned  Cayman  Islands  corporation, 
which  could  set  up  swap  deals.  Says 
Schubert,  "I  get  the  Japanese  in  here 
all  the  time  asking  me  how  we  do 
what  we  do.  It's  questions,  questions, 
questions  with  these  people." 

Yet  as  bigger  rivals  lumber  into  the 
swap  market,  Schubert  sounds  ready 
to  take  his  game  elsewhere.  Sure,  he 
will  keep  doing  deals,  using  his  wide- 
spread contacts  in  Latin  America  to 
arrange  the  swaps.  But  more  and  more 
these  days,  he's  been  thinking  about 
buying  a  medium-size  bank  or  an  in- 
surance company.  "Debt  swapping 
has  gotten  too  easy,"  he  says.  "It's  not 
the  challenge  it  used  to  be."  ■ 


Victor  Posner's  ship  has  foundered,  but  the 
skipper,  ever  resourceful,  is  about  to  escape 
with  some  of  its  prize  cargo. 

Every  man 
for  himself 


By  Allan  Sloan 


SAY  THIS  FOR  Victor 
Posner:  He  doesn't 
give  up  easily.  In  these, 
lis  empire's  final  days, 
Posner  is  engaging  in  several 
implicated  moves  that 
seem  designed  to  allow  him 
:o  salvage  valuable  assets 
irom  the  wreckage  while 
eaving  the  federal  Pension 
Benefit  Guaranty  Corp.  and 
lis  companies'  other  credi- 
:ors  high  and  dry. 

Last  month  Posner 
Dlucked  from  his  expiring 
empire  one  of  its  few  sound 
and  unmortgaged  assets — 
ind  paid  a  bargain  basement 
price.  The  asset:  a  control- 
ling block  of  APL  Corp.  stock 
purchased  from  NVF  Co., 
one  of  the  sicker  vessels  in 
Posner's  corporate  fleet.  NVF 
is  the  parent  of  Sharon  Steel, 
which  went  Chapter  11  in 
April,  and  is  a  good  bet  to  go 
bust  itself.  NVF  needs  cash. 


cllxrg 


Victor  Posner 

From  flotsam,  Fischbach? 


On  May  27  Posner  bought  1.5  mil- 
lion of  NVF's  shares  of  APL — about 
40%  of  the  company — paying  NVF  $2 
a  share  in  cash  and  $5.75  in  notes.  The 
$7.75  was  APL's  market  price  at  the 
time,  but  well  below  the  $12  offered 
NVF  by  Stuart  Ames,  a  partner  in  the 
Miami  office  of  the  Weil,  Gotshal  & 
Manges  law  firm. 

Ames  says  he  was  acting  on  behalf 
of  clients  whose  identity  he  declines 
to  disclose.  He  told  Forbes  that, 
shortly  before  Posner  bought  his  APL 
stock,  the  Ames  group  offered  NVF 
$10  of  cash  and  $2  of  notes  for  its 
entire  holding  of  2,539,727  APL 
shares.  Had  NVF  taken  Ames'  offer,  it 
would  have  gotten  more  than  $25  mil- 
lion of  cash.  The  Posner  offer  pro- 
duced just  $3  million. 

A  spokesman  for  Posner 
and  his  companies  claims 
that  Ames'  offer  was  re- 
ceived several  days  after 
Posner  purchased  the  APL 
shares.  Ames  says  he  faxed 
his  offer  to  Posner's  head- 
quarters on  May  27,  the  day 
the  deal  took  place,  and  had 
it  hand-delivered  the  same 
day. 

Another  potential  bidder, 
First  Equity  Corp.  of  Miami, 
which  offered  $17  a  share  for 
APL  last  fall  and  offered  to 
buy  NVF's  block  if  NVF  de- 
cided to  sell  it,  said  it  wasn't 
notified  of  last  month's  sale. 
Posner  had  offered  to  buy 
APL  for  $16  last  year  but 
backed  off  after  First  Equity 
appeared. 

NVF's  board  of  directors, 
packed  with  Posner  family 
and  cronies,  approved  last 
month's  $7.75  deal  with 
Posner,  apparently  in  a  board 
meeting  held  over  the  tele- 
phone. None  of  the  directors 
would  come  to  the  phone  to 
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slk  to  us.  We  can't  blame  them. 
Ciould  they  have  said  something  in 
defense  of  this  smelly  deal? 

In  fact,  the  deal  was  approved  so 
hastily  that  the  board  didn't  even 
know  whether  one  of  the  buyers — 
Salem  Corp.,  48.8%  owned  by 
Posner — had  permission  to  go 
through  with  the  deal.  Originally,  Sa- 
lem and  Posner  were  to  buy  a  million 
APL  shares  each.  But,  an  SEC  filing 
says,  Salem's  bank  lender  wouldn't 
allow  it  to  make  the  deal,  so  Posner 
wound  up  purchasing  1.5  million 
shares  personally. 

It  doesn't  take  a  math  genius  to 
figure  out  that  Ames'  $12  offer  would 
have  been  better  for  NVF  than  Pos- 
ner's  $7.75.  But  it  wouldn't  have  been 
better  for  Posner,  who  now  personally 
controls  46.8%  of  APL,  and  may  well 
use  the  company  to  acquire  control  of 
Fischbach  Corp.,  the  big  electrical 
contractor. 

Posner  nominally  controls  Fisch- 
bach, which  is  loaded  with  assets  and 
pays  him  a  fat  salary  (Forbes,  Mar.  9). 
But  Pennsylvania  Engineering,  the 
Posner  company  that  controls  Fisch- 
bach, has  defaulted  on  a  loan,  putting 
his  control  of  Fischbach  in  jeopardy. 

From  Posner's  point  of  view,  paying 
more  cash  to  NVF  for  its  APL  stock 
would  only  mean  making  more  assets 


By  Alex  Ben  Block 

Nearly  2  million  satellite  TV 
receiving  dishes  were  sold  in 
the  early  1980s;  an  awful  lot  of 
them  to  folks  who  figured  they  were 
buying  the  right,  in  perpetuity,  to  grab 
more  than  a  hundred  different  chan- 
nels' worth  of  programming  out  of  the 
sky  for  free.  Then,  in  January  1986, 
e  Inc.'s  Home  Box  Office  movie 
lei  began  scrambling  its  signal, 


available  for  NVF's  creditors — or  for 
Sharon  Steel's.  And  why  should  he 
care  about  creditors? 

Though  opinion  is  divided,  some 
experts  think  that  Sharon's  bankrupt- 
cy claimants  may  be  able  to  get  their 
hands  on  NVF's  assets  because  NVF 
owned  more  than  80%  of  Sharon  for 
many  years  and  is  thus  responsible  for 
some  of  its  debts. 

Two  days  before  the  bankruptcy  fil- 
ing, NVF  providentially  sold  12%  of 
Sharon  to  another  Posner-controlled 
entity,  bringing  NVF's  ownership  be- 
low the  80%  level.  But  that  sale  prob- 
ably won't  make  any  difference,  be- 
cause it  occurred  less  than  a  year  be- 
fore Sharon's  bankruptcy  filing. 

Sharon's  biggest  potential  claim- 
ant— and  thus  the  biggest  potential 
victim  of  the  APL  play — is  the  Pen- 
sion Benefit  Guaranty  Corp.,  which 
will  soon  be  stuck  with  Sharon's  un- 
derfunded pension  plan. 

Unlike  Sharon  and  NVF,  APL  is 
worth  having.  Now  controlled  by 
Posner  personally,  APL  owns  1.25 
million  shares  of  Porex  Technologies, 
acquired  in  1983  in  exchange  for  one 
of  its  businesses.  The  Porex  stock  re- 
cently had  a  market  value  of  $42  mil- 
lion. Because  the  APL  block  of  Porex 
overhangs  the  market  and  encourages 
short-sellers,  Porex  would  be  more 


some  two  dozen  programmers  fol- 
lowed suit,  and  the  party  was  over. 

Satellite  dish  sales  fell  from  over 
740,000  units  in  1985  to  below 
240,000  in  1986.  Equipment  manufac- 
turers fell  in  droves,  dropping  from  an 
estimated  70  at  the  beginning  of  last 
year  to  maybe  two  dozen  at  the  end. 

But  now  the  numbers  and  the  in- 
dustry are  beginning  to  creep  back, 
and  sales  this  year  could  hit  350,000. 
Equipment  prices  have  come  down  as 


than  happy  to  see  Posner  sell  his  stO( 
and  depart. 

If  he  could  pocket  the  money  fro: 
selling  Porex,  Posner  would  be  a  loi 
way  toward  having  APL  buy  contr 
of  Fischbach  Corp.  APL  owns  14% 
Fischbach,  and  40.7%  more  is  owm 
by  Pennsylvania  Engineering.  Bi 
Penn  Engineering's  Fischbach  shar 
are  pledged  as  collateral  for  a  de 
issue  on  which  Penn  defaulted  Apr. 
by  missing  an  interest  payment.  ! 
now  the  holders  of  the  paper  cou 
take  control  of  Fischbach  if  thi 
wanted. 

Who  owns  the  Penn  Engineerii 
paper?  Drexel  Burnham  Lambei 
which  floated  it  in  1985  so  Posn 
could  buy  a  key  block  of  Fischba< 
stock  from  Ivan  Boesky.  When  tl 
Posner  paper  soured,  Drexel  made  i 
customers  whole  by  buying  it  bac 
Posner  is  an  obvious  candidate  to  bi 
the  paper,  which  has  a  face  value 
$55  million  or  so,  including  accrui 
interest. 

Will  Sharon  Steel's  creditors  wal 
up  and  try  to  make  Posner  give  AI 
back  to  NVF,  or  at  least  pay  a  high 
price  for  it?  Will  the  Pension  Bene; 
Guaranty  Corp.  stir  from  its  letharg 
If  not,  Posner  may  yet  swim  aw; 
from  the  wreckage  he's  caused,  laug 
ing  as  he  goes.  ■ 


quality  has  gone  up.  Cheap  syster 
were  going  for  about  $10,000  eig 
years  ago.  Today  $2,000  to  $4,000  ge 
you  digital  sound,  an  automatic  air 
ing  motor  and  sometimes  even 
built-in  unscrambler. 

Viewers,  too,  are  getting  used 
paying  those  monthly  movie  chann 
fees.  HBO,  for  example,  is  selling 
steady  3,000  new  satellite  TV  su 
scriptions  a  week  at  $12.95  a  mont 
And  there  remains  a  market  yet  to  i 
tapped.  There  are  still,  for  examp] 
maybe  22  million  rural  homes  in  th 
country  that  will  never  be  served  1 
standard  cable  TV. 

All  of  which  has  the  folks  at  Ne 
York  City-based  General  Instrume 
Corp.  smiling  and  rubbing  their  han 
gleefully.  General  Instrument  ow 
VideoCipher  II,  the  only  scramble 
and  decoding  equipment  used  by  tl 
satellite  television  industry.  It  is, 
fact,  the  industry  standard,  meanfj 
that  the  General,  as  the  company 
called,  has  a  monopoly  on  the  decod 
business.  And  it  is  a  monopoly  th 
has  little  chance  of  being  broken  i 
anytime  soon  because  of  propneta 
patents  and  the  industry's  need  for 
single  decoding  device  that  can  ha 
die  all  the  different  scrambled  pr 
grammmg  services  in  the  sky. 


Satellite  TV  collapsed  when  program  ser- 
vices began  scrambling  their  signals.  Its 
revival  has  bred  one  clear  winner  so  far. 

The  General 
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More  than  that,  there  is  a  shortage 
of  VideoCipher  II  equipment  these 
days.  Demand  is  running  50%  ahead 
of  supply,  and  will  stay  that  way  until 
the  General  gets  around  to  increasing 
its  output. 

General  Instrument  stumbled  into 
this  dominant  position  almost  by  ac- 
cident. The  company  had  managed  to 
lose  $80  million  on  $788  million  in 
sales  last  year.  But  by  February  1986  it 
had  decided  to  shed  a  moneylosing 
semiconductor  division  and,  emerg- 
ing from  two  painful  restructuring 
moves  in  two  years,  was  looking  for 
an  acquisition  in  order  to  rebuild. 

The  VideoCipher  technology  was 
developed  by  M/A-Com,  a  Massachu- 
setts company  that  spent  over  $20 
million  creating  it  and  then  began 
taking  on  water  in  early  1986,  as  the 
satellite  TV  industry  did  the  same. 
Among  those  M/A-Com  beat  out  in 
the  scrambler  development  derby  was 
General  Instrument,  which  realized 
its  competitor  was  in  severe  financial 
trouble.  The  General  paid  $220  mil- 
lion for  M/A-Com's  San  Diego-based 
VideoCipher  division,  as  well  as  for  a 
profitable  subsidiary  that  made  coaxi- 
al cable  for  cable  TV  systems. 


"M/A-Com  sold  at  just  the  wrong 
time.  General  Instrument  pulled  off 
one  of  the  greatest  coups  of  all  time. 
The  [decoder]  business  is  like  an  an- 
nuity," says  Aristide  J.  Vitolo,  senior 
technology  analyst  at  Cyrus  J.  Law- 
rence. Vitolo  estimates  that  General 
Instrument  should  grow  over  30%  in 
the  coming  year. 

Wall  Street  has  noticed.  General  In- 
strument shares,  16  late  last  year,  hit 
36s/8  on  May  8  this  year,  and  were 
recently  around  33.  But  Joseph  J.  Bel- 
lace,  telecommunications  analyst  at 
Merrill  Lynch,  says  there's  likely 
more  room  in  the  stock,  because  most 
of  its  runup  reflects  the  strong  market 
for  cable  TV  equipment.  "Cable  is 
producing  the  big  earnings  right  now, 
but  there's  no  question  the  most  rapid 
growth  in  the  future  will  be  in  the 
home  satellite  market,"  says  Bellace. 

General  Instrument,  in  any  case, 
has  no  intention  of  sharing  its  wind- 
fall. M/A-Com  had  also  licensed 
Channel  Master,  a  North  Carolina 
manufacturer,  to  make  VideoCipher 
units,  but  General  Instrument  has  so 
far  refused  to  license  any  others.  J. 
Lawrence  Dunham,  executive  vice 
president  and  general  manager  of 


General  Instrument's  VideoCipher  di- 
vision, says  the  company  is  instead 
opening  a  second  plant  in  Mexico  to 
increase  production  from  50,000  to 
over  100,000  units  a  month. 

One  reason  is  the  electrifying  profit 
margins  on  the  VideoCipher  II,  which 
run  over  35%.  It  costs  about  $200  to 
manufacture,  including  overhead  and 
marketing,  and  sells  as  fast  as  General 
Instrument  can  produce  it  for  $325  a 
unit.  General  Instrument  also  pro- 
duces an  integrated  component  de- 
coder, which  is  built  into  satellite  sys- 
tems manufactured  by  other  compa- 
nies. It  costs  about  $  1 50  per  unit,  with 
nearly  as  high  a  margin. 

That  said,  a  couple  of  cautions  are  in 
order.  At  least  until  a  new  generation  of 
higher-powered  satellites  arrives  a  de- 
cade from  now,  satellite  TV  dishes 
won't  be  cheap  enough  to  achieve  the 
kind  of  mass  market  that,  say,  VCRs 
have  won.  And  General  Instrument's 
management  was  hardly  impressive 
under  the  fire  of  competition. 

But  there  aren't  many  market  mo- 
nopolies or  near-monopolies  left 
these  days.  And  for  a  couple  of  years 
at  least,  the  General  seems  to  be  hold- 
ing some  fairly  secure  high  ground.  ■ 
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oker  Alexander  &  Alexander  failed  to 
profit  from  the  latest  insurance  industry 
boom.  Time  to  learn  some  lessons  from 
archrival  Marsh  &  McLennan. 


Follow  the  leader 


By  Jill  Andresky 


Not  often  do  two  companies 
loom  so  large  in  their  industry 
as  $1.8  billion  (sales)  Marsh  & 
McLennan  Cos.,  Inc.  and  its  chief 
rival,  $1  billion  Alexander  &.  Alexan- 
der Services  Inc.  A  wave  of  global 
consolidations  over  the  past  decade 
has  transformed  the  once  fragmented 
insurance  brokerage  business  into  a 
race  among  a  handful  of  companies 
led  by  Marsh  &  McLennan  and  A&A. 
These  two  New  York-based  broker- 
age giants  place  commercial  insur- 
ance sold  mainly  in  the  U.S.,  Canada 
and  the  U.K.,  then  broker  the  reinsur- 
ance through  Lloyd's  of  London  and 
others. 

Yet  rarely  is  it  possible  to  find  two 
shrewd  competitors  diverging  more 


sharply  in  terms  of  performance  in  the 
marketplace.  Over  the  past  decade 
Marsh's  earnings  per  share  have  risen 
by  220%,  while  Alexander  &  Alexan- 
der's have  dropped  by  20%.  Over  the 
same  period,  Marsh's  aftertax  profit 
margins  have  averaged  12.5%,  com- 
pared with  8.5%  for  A&A.  In  the  pro- 
cess, Marsh's  stock  has  risen  in  value 
by  about  400%,  to  60  per  share  (ad- 
justed for  splits),  while  A&A's  stock 
is  up  by  just  50%,  to  only  about  25. 

Since  1970  Marsh  and  A&A  have 
been  in  a  race  to  become  first  nation- 
al, and  then  global,  insurance  super- 
markets. If  anything,  Alexander  &  Al- 
exander has  been  the  more  aggressive 
of  the  two,  growing  in  just  20  years 
from  a  $17  million  upstart  with  less 
than  one-fifth  of  Marsh's  revenues  to 
a  $1  billion  company  more  than  half 

Alexander  &  Alexander 
Chairman  TinsleyH.  Inin  (left) 
Playing  catch-up  using  a 
me-too  management  style. 


Marsh's  size. 

But  since  the  early  1980s  A&A' 
growth  and  profitability  have  beei 
stifled  by  a  me-too  management  styl 
and  an  inability  to  develop  its  owi 
strategic  response  to  a  changing  mar 
ketplace.  This  has  left  the  compan 
vulnerable  not  only  to  the  punishin, 
rhythms  of  the  insurance  industry  bu 
also  to  each  bold  new  move  by  Marsh 
With  insurance  rates  and  thus  bro 
kers'  fees  showing  signs  of  declinin 
in  the  highly  cyclical  industry,  th 
difference  between  the  two  rivals  ma 
well  become  even  more  pronounce' 
over  the  next  few  years. 

What  has  gone  wrong  at  A&A?  Al 
most  everything  since  the  earl 
1980s.  Beginning  in  1980  Mars] 
launched  a  major  overseas  expansioi 
with  its  $569  million  acquisition  c 
the  British  brokerage  firm  C.T.  Bow 
ring  &  Co.  A&A  tried  to  play  catch-u 
with  a  purchase  of  a  U.K.  rival,  Sedg 
wick  Group  Pic.  A  year  of  fruitles 
talks  followed,  until  A&A,  exasperat 
ed  by  the  effort,  abandoned  the  court 
ship  and  instead  rushed  off  after 
third  British  broker,  Alexander  How 
den  Group  Ltd.  No  sooner  did  it  pa 
$165  million  for  the  firm  in  1982  thai 
it  discovered  that  $55  million  of  How 
den  funds  had  been  diverted  for  ilk 
gitimate  purposes. 

Alexander  &  Alexander  blithel 
tried  to  write  it  off  over  40  years  a 
goodwill,  but  the  Securities  &  Ex 
change  Commission  forced  A&A  in 
stead  to  take  an  all-at-once  $40  mil 
lion  charge  against  earnings.  That  de 
pressed  profits  per  share  from  $2.98  i: 
1981  to  57  cents  in  1982. 

Increasingly  absorbed  by  lawsuit 


Marsh  &  McLennan  Chairman 
Frank  J.  Tasco  (right) 
Setting  the  pace  through 
global  consolidation  of 
an  industry. 
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irrounding  the  fraud,  management 
)on  found  A&A's  overall  business 
;teriorating.  In  1983  A&A  reported  a 
iss  of  13  cents  per  share.  In  an  effort 
>  keep  the  stock  high,  management 
nanced  dividend  payments  through 
jferred  taxes,  depreciation  and  other 
oncash  charges  to  the  balance  sheet. 
We  felt  we  owed  our  shareholders  a 
ir  deal,"  says  A&A's  chief  executive 
Eficer,  T.H.  (Tinsley)  Irvin,  rather 
umly. 

Contrast  this  with  the  way  Marsh 
i  McLennan  has  operated  during  the 
ist  two  decades.  Back  in  1970  the 
Dmpany  made  its  first  major  diversi- 
cation  when  it  acquired  the  Putnam 
iroup,  the  Boston-based  investment 
lanager,  for  about  $32  million.  Since 
len,  Putnam  has  grown  from  manag- 
lg  $2  billion  in  assets  to  currently 
lanaging  over  $40  billion  in  mutual 
nd  pension  funds.  "Putnam  has  real- 
r  helped  Marsh's  margins,"  sighs 
.&A's  Irvin  longingly.  "We  consid- 
red  moving  into  money  manage- 
lent,  but  basically  decided  it  was  too 
ite  for  us." 


Marsh,  too,  stumbled  into  its  own 
fraud  scandal,  but  it  handled  the  prob- 
lem differently  and  more  effectively. 
The  scandal  surfaced  after  manage- 
ment began  to  suspect  trading  irregu- 
larities and  conducted  a  special  inves- 
tigation, which  turned  up  $2  billion 
worth  of  unauthorized  bond  trading 
in  the  cash  management  group  of  the 
treasurer's  department.  The  fraud 
cost  Marsh  &.  McLennan  $165  mil- 
lion and  knocked  earnings  per  share 
from  $1.32  in  1983  to  81  cents  the 
next  year.  But  Chief  Executive  John 
M.  Regan  Jr.  and  Frank  J.  Tasco,  who 
later  succeeded  him  as  chief  execu- 
tive, moved  swiftly  to  assure  that  the 
problem  did  not  become  a  distraction 
for  management. 

First,  they  fired  the  company's  trea- 
surer and  key  people  in  his  depart- 
ment. Next,  in  addition  to  using  oper- 
ations executives  from  within  the  or- 
ganization to  probe  the  mishap  and 
propose  remedies,  the  company  called 
on  high-powered  members  of  its 
board's  audit  committee,  and  hired  an 
outside  law  firm  to  help.  They  thor- 


oughly examined  how  the  unautho- 
rized trading  went  undetected  for  over 
a  year.  Finally,  the  task  force  recom- 
mended a  detailed,  top-to-bottom  re- 
structuring of  internal  audit  controls, 
which  Regan  and  Tasco  subsequently 
implemented. 

Free  of  distractions  from  the  bond 
debacle,  Marsh's  management,  even  as 
the  scandal  was  unfolding,  set  up  two 
overseas  operations  that  again  caught 
A&A  flat-footed.  Recognizing  that  cli- 
ents were  finding  it  increasingly  diffi- 
cult to  buy  liability  insurance  in 
amounts  over  $100  million,  Marsh  es- 
tablished two  cooperatives  in  which 
members  could  acquire  coverage  in 
return  for  investing  a  minimum  of  $5 
million  of  capital. 

Alexander  &.  Alexander  is  only  this 
month  launching  its  own  version  of 
the  cooperative  idea — an  environ- 
mental-insurance carrier  to  be  known 
as  EPIC.  Says  A&A's  Irvin  brightly, 
"Marsh  &  McLennan's  results  are  an 
indicator  of  the  results  we're  going  to 
start  seeing  at  A&A." 

Well,  that's  one  way  to  look  at  it.  ■ 


Si  some  companies  an  adventurous  spirit 
s  called  entrepreneurship.  At  battered 
Hould  Inc.  it  was  closer  to  riverboat  gam- 
bling. Can  it  reform? 


Taking  the  pledge 


By  Steve  Weiner 


GAMBLING  RUNS  DEEP  in  the  Cul- 
'  ture  of  Gould  Inc.,  the  $908.8 
million  (sales)  Rolling  Mead- 
iws,  111.  maker  of  computers,  silicon 
hips,  automation  systems  and  other 
lectromc  gear. 

Founder  Lytton  J.  Shields,  they  say, 
Jipped  a  coin  to  decide  whether  to 
£build  his  fire-gutted  battery  factory 
1920.  More  recently,  former  chair- 
an  and  chief  executive  officer  Wil- 
am  T.  Ylvisaker,  the  polo  buff,  had  a 
asty  habit  of  betting  big  chunks  of 
he  company  on  successive  whims.  A 
ollapsed  Florida  real  estate  venture, 


with  many  parcels  bought  near  their 
high,  was  one.  A  semiconductor  mak- 
er, American  Microsystems  Inc.,  ac- 
quired just  before  the  collapse  of  its 
major  market,  electronic  games,  was 
another. 

But  now,  it  seems,  there  are  some 
signs  that  Gould  has  gotten  religion. 
Its  new  chairman,  former  IBM  execu- 
tive James  F.  McDonald,  is  a  soft- 
spoken,  disciplined  engineer  who 
talks  about  asset  management,  not 
acquisitions.  His  idea  of  relaxation  is 
not  polo  or  life  in  the  fast  lane.  In- 
stead, he  goes  for  plain  vanilla — hard 
work  on  a  company  with  most  of  the 
bad  cards  already  played.  His  prom- 


ises? No  abrupt  and  costly  changes  of 
strategy.  No  more  wild  bets  on  risky 
ventures.  And  no  more  of  the  embar- 
rassing writedowns  that  have  plagued 
the  company — $383.6  million  in  just 
two  years  for  bets  gone  sour  on  land, 
semiconductors,  military  contracts 
and  other  businesses. 

A  born-again  Gould  is  no  sure 
thing,  but  it  does  retain  some  promis- 
ing businesses  and  perhaps  even  a 
bare  chance  of  surviving  as  an  inde- 
pendent company.  "We've  got  a  shot 
at  it  because  we've  got  some  good 
products  and  good  technology  and 
we've  taken  a  lot  of  the  costs  out," 
says  Harry  A.  Caunter,  an  executive 
vice  president  known  by  some  as 
Gould's  "Dr.  Death"  because  he  often 
shapes  up  troubled  divisions  just  be- 
fore they're  sold.  But  Caunter  also 
knows  that  his  company  now  has  its 
back  to  the  wall.  "If  we  can't  show 
meaningful  improvement  over  the 
next  eight  quarters,  we're  a  $12  stock 
and  someone  will  buy  us." 

Gould  has  recently  been  a  $17 
stock,  the  result  of  a  steep  decline 
that  began  back  in  1983,  when  it 
peaked  at  $44.  Gould  squandered  in- 
vestor trust  with  its  frantic  pace  of 
acquisitions  (69  since  1968),  divesti- 
tures (76  during  the  same  period)  and 
losses  ($277  million  in  the  last  two 
years). 

Gould's  woes  are  the  doing  of  Ylvi- 
saker (pronounced  iLL-vah-socker), 
who  ran  the  company  for  18  years 
until  he  was  deposed  last  year.  No 
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need  to  pass  the  hat — Ylvisaker 
walked  away  with  a  $400,000  annual 
consulting  fee  good  until  1994.  No 
question,  the  often  brilliant  Ylvisaker 
built  Gould  from  a  minor-league  bat- 
tery maker  into  a  big-league  electron- 
ics player.  Revenues  peaked  in  1980  at 
$2.2  billion.  At  its  zenith,  Gould  was 
the  leader  in  factory  automation,  a  top 
maker  of  so-called  real-time  mini- 
computers used  in  such  devices  as 
flight  simulators,  and  a  profitable  de- 
fense contractor,  making  dependable 
products  such  as  MK48  torpedoes,  so- 
nar and  flight  simulators. 

So  what  happened?  Ylvisaker,  the 
great  acquisitor,  had  no  well-defined 
plan  for  Gould's  businesses  and  no 
management  skills  to  make  his  elec- 
tronics conglomerate  work.  With  no 
central  focus,  Gould  floundered,  both 
organizationally  and  financially. 

Example:  Gould  bought  into  Florida 
real  estate  development  in  the  late 
1970s,  then  invested  more  than  $80 
million  to  improve  its  properties  and 
build  Ylvisaker's  toy,  a  polo  club.  The 
hope,  Caunter  says,  was  that  the  bet 
on  real  estate  would  yield  $30  million 
to  $50  million  a  year  to  help  pay  for 
new  electronics  ventures.  Instead,  in- 
terest rates  rose,  land  values  dropped 
and  Gould  took  a  $49.2  million  bath. 

Gould's  defense  business  faltered 
when  Ylvisaker  replaced  its  experi- 
enced executives  with  his  buddies, 
who,  it  turned  out,  simply  didn't  un- 
derstand the  intricacies  of  military 
contracting.  Result:  Gould  foolishly 
bid  on  a  fixed-price  contract  to  devel- 
op a  new  field  radio  for  the  Navy  and 
Marines,  even  though  designs  for  the 
product  were  not  final.  More  than 
three  years  later,  Gould  still  hasn't 
produced  a  single  radio 
or  completed  the  design. 
The  company  also  badly 
underestimated  its  cost 
to  produce  a  new  altime- 
ter for  the  Air  Force.  The 
consequence:  a  $130 
million  writeoff,  plus 
$74  million  in  unbooked 
anticipated  losses  and 
the  likelihood  of  pro- 
tracted litigation  to  re- 
solve the  radio  snarl. 
Gould  is  dismantling  its 
defense  business. 

The  Ylvisaker  pattern 
often  repeated  itself. 
"We'd  buy  something, 
throw  money  and  people 
at  it  to  solve  the  prob- 
lems. But  then,  when  we 
got  to  a  position  to  reap 
the  rewards,  we  lacked 
the  staying  power  and 
-sets  to  raise  mon- 


Gould  Chairman  James  F.  McDonald 
"Investors  want  consistent 
performance  and  continuity." 

ey,"  recalls  Caunter.  The  churning 
also  sapped  management  time.  At  one 
point,  says  C.  Shelton  James,  execu- 
tive vice  president  for  Gould's  com- 
puter business,  executives  "tended  to 
be  measured  by  the  kinds  of  acquisi- 
tions they  were  working  on"  as  much 
as  by  product  improvements,  fames 
wasted  a  month  every  year  evaluating 
potential  acquisitions. 

Acquisition  bingeing  is  over  now. 
In  part  that's  because  Gould  lacks  the 
cash  or  stock  value  to  buy  anything. 
Long-term  debt,  at  about  $320  mil- 
lion, approaches  40%  of  capital — high 


Gould  Executive  Vice  President  Ilarty  A  Caunter 
"There's  been  a  whole  lot  of  accounting  going  on 


for  its  cyclical  businesses.  But  Gouli 
is  also  out  of  the  game  by  preference 
"We  know  we  can't  make  90-degre 
turns,"  McDonald  says.  "Investor 
want  consistent  performance,  consis 
tent  direction  and  continuity." 

They  have  begun  to  get  it.  Gouli 
has  kept  the  development  cash  flow 
ing  despite  its  troubles.  One  result  i 
an  advanced  line  of  minisupercom 
puters,  introduced  earlier  this  yea* 
that  the  company  hopes  will  opei 
new  markets  and  produce  $2  billio^ 
in  revenues  in  ten  years.  Gould's  cus 
torn  semiconductor  business,  al| 
though  still  shaky,  is  profitable  agairi 
Its  test  and  measurement  products 
fuses  and  electronic  supplies,  such  ai 
copper  foils,  seem  solid  and  depend 
ably  profitable. 

The  company  has  a  tougher  recovt 
ery  ahead  in  industrial  automation^ 
where  such  outfits  as  General  Electrii 
and  Allen-Bradley  have  gobbled  ui 
market  share.  But  there  has  been  prog 
ress.  Ford  will  buy  an  advanced  auto 
mation  system  worth  more  than  $li 
million  for  one  factory,  and  Genera 
Motors  has  asked  Gould  to  join  ii 
engineering  production  at  a  new  Cad 
iliac  plant. 

Overall,  McDonald  says,  salel 
should  rise  about  10%  this  year,  tl 
nearly  $1  billion,  and  profits,  off  60°/) 
in  the  first  quarter,  should  improvl 
during  the  second  half.  The  goal  foj 
return  on  equity,  a  meager  5.6%  lasl 
year,  is  15%  within  two  years.  Share: 
holder  trust,  McDonald  says,  will  bi 
"won  back,  quarter  by  quarter." 

Maybe,  but  Gould  may  not  surviv 
for  that  day.  Siemens  A.G.,  the  Wesi 
German  electronics  giant,  was  nosinj 
around  back  in  1985.  One  problem 
Accounting  became  si 
chaotic  that  results  ha< 
to  be  restated  five  of  thi 
last  seven  years 
Caunter  figures  theri 
has  been  no  recent  aO 
tivity  partly  becausi 
even  now  no  one  know 
what  Gould  is  reall' 
Worth.  Then,  too,  som 
§L  would-be    buyers  ma' 

[£  just  figure  that  Gouli 

IL  will    embarrass  itsel 

By  again,     pounding  it! 

DL  stock  price  even  lowei 

fy^L  "There's  a  general  feel 

no  ing  out  there  that  mayb 

i  it  will  go  in  a  fire  sale, 

%  Caunter  says. 

No  question  things  an 
looking  more  business 
like  at  Gould  these  days 
But  the  ghosts  of  gam 
biers  now  gone  will  no 
easily  be  put  to  rest.  I 
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Bridging  the  "Islands  of  Automation" 

Over  the  years  computerization  has  proceeded 
down  different  paths  for  different  disciplines.  Com- 
puters on  the  factory  floor  weren '/  asked  to  speak  to 
computers  in  the  office;  an  engineer's  workstation 
didn 't  have  much  in  common  with  an  account- 
ant's personal  computer. 

Now  all  that  s  changing.  Businesses  are  finding 
that  it  pays  to  link  these  "islands  of  automation " 
through  software,  networks,  and  the  fine  art  of  sys- 
tems integration. 


COMPUTER  „ 
SYSTEMS  ANDl 
SOFTWARE  FOR 
BUSINESS 

AND 
INDUSTRY 


A  White  Paper  to  Management  prepared  by  International  Data  Corporation 


n  the  annals  of  computer  lore,  one  pop- 
lar story  has  it  that  Tom  Watson,  Sr.,  the 
lational  Cash  Register  supersalesman  who 
)unded  International  Business  Machines, 
nee  predicted  that  there  might  be  a  market 
or  as  many  as  11  of  the  electronic  brains 
?e  now  call  computers.  But  no  more. 

The  story  is  most  likely  apocryphal,  but 
i  the  1940s  and  early  1950s,  when  digital 
omputers  were  pushing  vacuum  tube 


technology  to  its  limit,  market  and  technol- 
ogy forecasters  viewed  the  computer  as  an 
interesting  oddity.  Exciting  science  without 
much  commercial  application. 

What  the  conventional  wisdom  failed  to 
account  for  back  then  was  the  relentless — 
but  unpredictable — advance  of  technology. 
That,  and  business's  willingness  to  invest 
in  any  technology  that  cuts  costs  or  gives  it 
a  competitive  edge.  Today,  in  fact,  much  of 
modern  business  would  be  impossible  to 
conduct  without  the  use  of  computers.  For- 
get the  mundane  applications — general 
ledger,  inventory  control,  payroll — and 
look  how  various  economic  sectors  are 
deploying  computers: 

•  Financial  services  firms  use  sophisti- 
cated computer  models  to  simulate  trading 
markets  and  to  determine  buy-sell  points. 

•  Retail  firms,  besides  wide-scale  use  of 
point-of-sale  computerization,  are  leaning 
on  database  management  technology  to 
analyze  their  customers  and  markets  to  a 
degree  never  before  possible. 


•  Manufacturers  are  moving  from  batch- 
oriented  computerized  control  systems — 
inventory  control,  material  requirements 
planning — to  interactive  on-line  systems 
that  manage  the  entire  resource  flow 
(inventory,  people,  machines)  and  facili- 
tate implementation  of  new  manufacturing 
techniques,  such  as  just-in-time  inventory, 
group  technology,  and  computer-aided 
design. 

•  Telephone  companies  are  in  the  midst  of 
a  major  overhaul  of  the  backbone  telephone 
plant,  replacing  electromechanical  switches 
with  computer-controlled  electronic  switches. 
Already  they  are  beginning  to  find  ways  to 
implement  new  services  through  software 
running  on  those  computers. 

The  list  is  endless.  The  computer  is 
clearly  out  of  the  back  office  closet  and  into 
our  daily  lives. 

Watson  (or  whoever)  was  right.  Except 
he  left  off  nine  or  ten  zeros  in  his  initial 
market  estimate. 


ADVERTISEMENT  2 

'.FORCES  Of  CHANGE 
:i  is  tiputer  technology  passed  from  the 
vacuum  tube  era  through  the  transistor  age 
into  the  integrated  circuit  period,  the  use 
of  computers  has  been  affected  by  a 
number  of  forces.  These  include: 

•  Performance.  As  the  cliche  goes,  if 
automobile  technology  had  progressed  over 
the  last  30  years  as  computing  technology 
has,  a  Cadillac  would  cost  three  cents. 
Computers  now  operate  at  speeds  and  relia- 
bility levels  never  before  possible;  price  per- 
formance increases  on  average  over  20%  a 
year. 

•  Demographics.  The  downsizing  of  com- 
puters and  their  acceptance  has  brought 

us  to  a  state  where  the  sheer  number  of 
devices  being  shipped  is  overwhelming.  By 
now  the  number  of  computer  workstations 
is  greater  than  one  for  every  two  white- 
collar  workers. 

•  Applications.  The  sophistication  of  the 
way  we  use  our  computers  has  increased 
right  along  with  their  performance  and 
reliability.  Where  once  computers  processed 
tubs  of  punched  cards  to  produce  a  payroll 
or  the  weekly  general  ledger  run,  now  they 
process  thousands  of  transactions  a  minute 
to  keep  air  traffic  under  control,  dissemi- 
nate real-time  stock  market  information, 
or  shunt  billions  of  dollars  between  banks. 

Through  all  the  successive  generations 
of  computers — we're  in  our  fourth  now 
and  heading  for  the  fifth — the  key  func- 
tion of  the  computer  has  been  information 
processing.  Even  in  the  first  half  of  the 
1980s,  when  personal  computers  invaded 
the  workplace,  they  were  used  for  stand- 
alone processing  applications. 


Now,  however,  processing  capability  is 
rapidly  giving  way  to  networking  capability 
as  the  key  ingredient  in  modern  information 
system  applications. 

Quantification  of  this  trend  is  not 
hard  to  find.  In  a  study  commissioned  by 
Honeywell  Bull,  it  was  found  that  com- 
panies planned  expenditures  for  multi-user 
systems  for  office  use  versus  single-user  sys- 
tems at  a  rate  of  1.5  to  1.  And  in  an  IDC 
study  conducted  late  last  year  it  was  found 
that,  among  the  largest  companies,  the 
number  of  personal  computers  being  con- 
nected into  networks  went  from  35%  in 
1985  to  65%  in  1986. 

JOCKEYING  FOR  COMPETITIVE 
ADVANTAGE 

Automation  to  cut  costs  or  increase 
efficiency  has  become  routine.  Most 
companies  have  long  since  established 
planning  and  justification  routines  for 
swapping  old  computer  tools  for  new  ones 
based  on  demonstrable  returns. 

But  companies  have  begun  to  discover 
that  there  can  be  uses  and  implementations 
of  automation  that  offer  strategic,  rather 
than  economic,  payoffs. 

In  the  macrocosm,  this  new  attitude  can 
be  seen  in  the  manner  in  which  U.S.  com- 
panies are  competing  in  a  global  economy 
— where  automation  can  help  make  up  for 
higher  wage  rates  or  can  streamline  the  dis- 
patch of  services.  In  the  microcosm,  it  can 
be  seen  in  the  nitty  gritty  decisions  made 
by  the  companies  highlighted  as  case 
studies  for  this  White  Paper. 

While  there  is  no  established  body  of 
knowledge  or  conventional  wisdom  on  how 
companies  can  use  information  systems  as 
strategic  or  competitive  weapons — or  even 
how  to  pick  and  choose  applications  with 


Managing  a  large  modern-day  tele- 
phone system,  like  that  at  the  Hartford 
Courant,  the  nation's  oldest  continu- 
ously published  newspaper,  is  a  task 
worthy,  if  not  of  the  gods,  of  sophisti- 
cated computer  technology. 

While  the  PBX,  in  this  case  an  NEC 
NEAX2400  IMS,  handles  the  transmis- 
sion and  switching  of  the  company's 
voice  and  data  traffic,  computers 
connected  to  it  handle  information- 
gathering  necessary  for  proper  system 
operation  and  management. 

An  NEC  Astra  330  minicomputer,  for 
instance,  produces  detailed  telephone 
logs  of  the  paper's  20,000  calls  a  day, 
to  keep  track  of  where  traffic  is  flowing 
and  how  lines  are  utilized.  A  smaller 


the  best  strategic  or  competitive  value — 
there  are  now  enough  role  models  in  the 
business  world  to  lend  some  clues.  The 
general  requirements  seem  to  be: 
•  Top  management  support.  The  desii 
to  implement  this  new  type  of  automation 
must,  if  not  emanate  from  the  top,  at  leas 
be  shared  by  executives  in  the  highest 
echelons  of  a  company. 


•  Flexible  technology.  The  best  autorm 
tion  must  take  into  account  the  fact  that 
product  cycles  are  shorter  than  ever  and 
that  the  best  way  to  defend  against  tech- 
nological obsolescence  is  to  plan  for  it. 

•  Management  self-sufficiency.  The 
most  forward  MIS  departments  are  rapidly 
developing  the  internal  skills  they  need  t0' 
put  up  major  applications,  integrate  dispa 
rate  systems,  and  ride  herd  on  multiple 
vendors,  multiple  data  bases,  and  multipli 
sites. 

•  Links  with  customers  or  suppliers. 
So  far  the  applications  that  look  to  have 
the  most  strategic  value  seem  to  be  ones 
that  promote  customer  dependence  on  or 
that  tie  key  suppliers  into  a  company's 
technology. 

Examples  of  this  last  item  abound:  Aui 
matic  teller  machines  help  keep  banking 
customers  onboard  through  interest  rate 


computer,  an  NEC  Advanced  Personal 
Computer,  is  the  maintenance  admin- 
istration terminal  for  the  PBX  —  track- 
ing in-house  telephone  moves  and 
changes,  trouble  reports,  blocked 
calls,  and  trunk  access. 

This  combination  of  computing  and 
telephony  at  the  Hartford  Courant  is 
just'the  tip  of  a  more  general  iceberg 
—  the  merging  of  voice  and  data  proc- 
essing technology,  management,  and 
markets.  As  time  moves  on,  the  two 
disciplines  will  become  one  and  the 
same.  The  companies  that  move 
the  fastest  to  deal  with  the  two  tech- 
nologies becoming  one  will  have  the 
competitive  advantage. 


THE  HARTFORD  COURANT: 
COMPUTER  MEETS  PBX  TO 
CONTROL  PHONE  COSTS 


INTRODUCING  THE  PINWRITER  P9XL. 


Fasten  your  seatbelts.  The  new  Pinwriter"  P9XL 
inter  from  NEC  is  about  to  take  off. 

It  cruises  at  400  characters  per  second  in  draft 
ode,  140  characters  per  second  in  letter  quality  mode. 

Which  means  it  can  really 
make  those  business  let- 
ters fly  In  fact,  no  other 
24-pin  printer  is  faster. 


It's  our  fastest 
printer  yet. 


NEC  PRINTERS.  THEY  ONLY  STOP 
WHEN  YOU  WANT  THEM  TO. 


Actual  print 

sample  from  the  Pinwriter  P9XL  printer 


And  because  it  uses  a  24-pin  printhead  and  a  multistrike  film 
ribbon -the  same  kind  that's  used  in  typewriters  and  letter-quality  printers - 
2  P9XL  also  delivers  better  print  quality  than  its  competitors.  It  even  prints  in  color. 

But  it's  not  limited  to  letters.  The  Pinwriter  P9XL  is  a  true  multi-purpose  printer  that  can  fly  through 
yroll,  invoices,  continuous  forms,  multi-part  forms -just  about  any  business  or  office  application. 

Best  of  all,  it's  from  NEC -the  world's  largest  manufacturer  of  24-pin  printers.  The  company  that 
nsistently  offers  you  the  highest  reliability  ratings  in  the  industry.  (You  can  expect  your  P9XL  to  run  for  five 
ars  before  it  might  need  a  repair. ) 

So  don't  waste  any  more  time.  Fly  down  to  your  nearest  dealer  and 
k  to  see  the  new  Pinwriter  P9XL.  Or  call  NEC  at  1-800-343-4418  (in  MA, 
17)  264-8635).  Or  if  you  prefer,  write  to  NEC  Information  Systems,  Dept. 
10,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719. 

c»w«  «■  con™,^  NEC  Information  Systems,  Inc. 
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Honeywell  Bull's  ONE  PLUS  departmental  For  your  department  heads:  ONE  PLUC 

systems  really  do  have  something  for  everyone.  offers  fully  integrated  departmental  computi 

For  your  top  management:  ONE  PLUS  can  including  office  and  data  processing,  Transc 

actually  enhance  the  value  of  investments  in  IBM  Processing,  Business  Graphics,  Electronic 

and  Wang  systems  by  tying  them  together  and  Document  Translation, 
through  our  unique  communication  capabilities.  For  your  end  users:  ONE  PLUS  means 


stomers  are  more  2 


lental 
't  leave 


ig  or  IBM . 


>s  to  the  corporate  information  they  need  to         To  put  it  to  work  for  you  call  1-800-328-51 1 1 , 

sir  jobs  better  In  aformat  non-programmers  ext.  9712,  or  write  Honeywell  Bull  Inc.,  MS440, 

wk  with.  200  Smith  Street,  Waltham,  MA  021 54. 
Dr  your  MIS  people:  ONE  PLUS  is  a  wonder- 

y  to  end  applications  backlogs,  while  still  TJ at  w  a  rr\\  1  T2i  ill 

aining  control  of  the  database.  OUI  lwyVV  611  JDlill 

i:ant  than  computers. 


ADVERTISEMENT  6 

i  ranee  companies  pepper 
[I  agents'  offices  with  personal 
iJ  can  access  on-line  claims 
processing  or  policy  quotation  programs; 

onic  data,  interchange  services  permit 
companies  to  trade  invoices  and  price 
quotes  through  computer-to-computer 
hookups. 

THE  PRODUCT  KALEIDOSCOPE 

The  technology  trends  mentioned 
manifest  themselves  in  the  here-and-now 
in  the  products  and  services  offered  by  the 
vendors,  and  players  range  from  full-service 
suppliers,  like  the  billion-dollar  conglom- 
erates that  sell  everything  from  computers 
to  telephone  systems,  to  the  single-product 
companies  that  sell  peripherals,  software, 
and  specialized  services.  In  between  are 
various  layers  of  distribution  channel — 
distributors,  dealers,  value-added  resellers, 
and  OEMs  (original  equipment  manufac- 
turers), which  embed  other  companies' 
products  into  their  own. 

Just  consider  some  of  the  recent 
announcements: 

•  IBM's  new  Personal  Computer/2 
immediately  provides  more  horsepower  and 
better  graphics.  In  its  most  powerful  config- 
uration, which  will  require  the  use  of  a  new 
operating  system  that  won't  be  available  for 
two  years  or  so,  it  will  be  able  to  operate  as 
a  processing  node  within  larger  IBM  infor- 
mation networks. 


•  Honeywell  Bull  has  introduced  a  new  line 
of  computers  and  new  software  to  allow 
users  to  build  integrated  office  networks. 
The  result  is  a  new  architecture  for  infor- 
mation systems,  which  Honeywell  Bull  calls 
its  Office  Network  Exchange.  The  software, 
which  runs  on  Honeywell  Bull  minicomput- 
ers, allows  users  of  Honeywell  Bull,  Wang, 
and  IBM  or  compatible  computers  or  per- 
sonal computers  to  exchange  documents  in 
revisable  form.  The  software  integrates  with 
existing  Honeywell  Bull  software  for  linking 
mainframes,  minicomputers,  and  micro- 
computers together.  The  company  has  also 
established  interfaces  to  allow  computers 
to  talk  to  PBXs. 


•  Tandy/Radio  Shack,  one  of  the  pioneers 
of  the  personal  computer  revolution,  and 
one  of  the  major  suppliers  of  IBM  plug- 
compatible  personal  computers  and  of 
laptop  computers,  now  also  offers  a  local 
area  network  option  that  includes  elec- 


LANs  AND  THE  RISE  OF  WORK 
GROUP  COMPUTING 

The  first  personal  computers  were  sold 
into  standalone  applications  —  word 
processing,  spreadsheet,  personal  data- 
bases. Now,  however,  companies  are 
moving  rapidly  to  leverage  their  invest- 
ment in  hardware  and  software  through 
communications,  and  the  concept  of 
work  group  computing  has  evolved. 


Hence  companies  like  Tandy  Radio 
Shack,  one  of  the  powerhouses  of  per- 
sonal computing,  are  now  offering  prod- 
ucts that  feature  connectivity  and  local 
communications.  In  Tandy's  case  this 
has  taken  the  form  of  teaming  with  a 
company  called  3Com,  which  markets 
local  area  networks,  to  provide  work 
group  solutions  that  include  IBM-com- 
patible personal  computers  of  different 
sizes,  software  for  sharing  peripherals 
and  databases,  electronic  mail,  and 
dial-in  access. 

And,  companies  like  Wells  Fargo  — 
which  uses  Tandy/3Com  systems  in 
customer  information,  loan  document 
nformation,  problem  loan  tracking, 
word  processing,  and  electronic  mail 
applications  —  are  buying  off 
on  the  concept. 


tronic  mail  and  networking  software 
support. 

•  NEC  Information  Systems,  the  arm 
of  Japan's  NEC  that  sells  small  business 
computers,  peripherals,  and  the  Advanced 
Personal  Computer  (APC)  series  of  micros 
in  the  U.S.,  has  made  sure  that  its  product! 
interface  with  others,  like  NEC  PBXs  and  ; 
key  systems  made  by  the  parent  corpora- 
tion ,  and  with  products  made  by  other 
vendors. 

TOWARD  SYSTEMS 
INTEGRATION 

The  theme  is  pretty  clear.  The  new  wrinkle 
on  the  new  products  coming  out  almost 
always  relate  to  communication  with  othet 
systems  and  to  integration  with  other  prod 
ucts.  While  connectivity  doesn't  necessarily 
mean  integration — computers  that  can 
talk  to  one  another  may  not  have  much  to 
say — the  trend  is  toward  providing  prod- 
ucts that  will  make  such  integration  easier 
if  users  want  it. 
And  they  will. 

The  1980s  saw  the  incredible  outward 
migration  of  computing  technology, 
primarily  through  the  personal  computer 
revolution,  and  the  buildup  of  ever  larger 
islands  of  automation.  The  1990s  will  see 
an  equally  incredible  cross-hatching  of 
those  islands  with  networking  and  systems 
integration.  By  the  turn  of  the  century, 
one  hopes,  the  islands  will  form  a  single 
continent. 

Then  our  attentions  can  turn  elsewhere 
— to  the  business  applications  the  tech- 
nology is  designed  to  serve. 


COMPUTER  SYSTEMS  & 
SOFTWARE  FOR  BUSINESS  AND 
INDUSTRY  was  prepared  by 
International  Data  Corporation 
(IDC),  Framingham,  MA,  which  is 
solely  responsible  for  its  content, 
under  the  direction  of  Joseph  L. 
Levy  and  John  Gantz.  Graphics: 
Gael  Burns. 

Other  White  Papers  to  Manage- 
ment to  be  published  in  1987: 

September  21  — TRENDS  IN 
COMMUNICATIONS:  NETWORKS 
FOR  TOMORROW.  Ads  close 
July  27. 

October  19— OFFICE  AUTOMA- 
TION &  DESKTOP  COMPUTING. 
Ads  close  August  24. 


'Ok... 

But  why 
Tandy 

Computers?" 


Tandy®  computers 

are  designed,  built, 
supported  and  serv- 
iced by  Radio  Shack. 
Our  total  commit- 
ment assures  a 
high  degree  of 

Tandy  3000  HD  j     .  w 

r  product  quality 

nd,  just  as  important,  customer 
atisfaction  long  after  the  sale. 

Quality-built  in  the  USA.  Our 
4S-DOS®  personal  computer  line 
>  made  in  America  in  our  own 


'ANDY  COMPUTERS: 


manufacturing  plants.  We  control 
quality,  from  initial  assembly  to 
completed  and  tested  product. 

Nationwide  Support.  Over  1200 
Radio  Shack  Computer  Centers 
are  ready  to  help  you  choose  the 
latest  in  computer 
technology,  backed 
by  quality  support. 
Training  and 
b         "i^-     specialized  software 
\; -mmmmm    -  ,.,     instruction  is  avail- 
\\\  able  at  your 

Tandy  3000  HL 


place  of  business  or 
ours,  in  60  major 
market  areas. 
We've  got  what  it 
takes.  Like  com- 
mercial leasing 

Tandy  WOO  SX         P^.  And  ser- 

vice  performed 
by  technicians  who  work  for  the 
same  company  that  manufactured 
and  sold  you  your  computer. 

You  expect  quality  .  .  .  and  you 
get  it  from  Radio  Shack. 

Radio  Jhaelt 


n  Business. ..for  Business" 

>-OOS/Reg.  TM  Microsoft  Corp. 


COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


iziVs  moratorium  on  foreign  debt  pay- 
ments was  orchestrated  by  the  left  wing, 
says  this  Brazilian.  With  800%  inflation, 
will  the  left  now  nationalize  the  banks? 


This  is  war91 


A  talk  with  political  economist 
Miguel  Colasuonno 


By  Lawrence  Minard 


Why  did  Brazil  stop  servicing 
its  foreign  debt,  thus  induc- 
ing a  wave  of  writeoffs  of 
Third  World  loans  by  U.S.  and  other 
banks?  Why  now?  Why  Brazil, 
one  of  the  most  advanced  of  the 
developing  countries? 

Answers  Miguel  Colasuonno,  a 
businessman  and  professor  of 
economics  at  the  University  of 
Sao  Paulo:  "The  [Brazilian)  left 
wing  made  an  issue  of  national 
independence  and  pushed  the 
center  to  stop  negotiations,  and 
the  government  fell  into  the 
trap." 

Colasuonno,  47,  is  no  right- 
wing  fanatic  looking  for  reds  un- 
der his  bed.  Mayor  of  Sao  Paulo 
from  1973  to  1976,  he  is  a  ranking 
member  of  Brazil's  centrist  Liber- 
al Party.  With  120  seats  in  Bra- 
zil's 500-seat  Congress,  the  Liber- 
al Party  is  second  to  President 

Jose  Sarney's  Brazilian  Democrat-   

ic  Movement  Party  (PMDB). 

According  to  Colasuonno,  left-lean- 
ing advisers  persuaded  President  Sar- 
ney  and  his  former  finance  minister, 
Dilson  Funaro,  to  tell  Brazil's  credi- 
tors to  get  lost,  knowing  full  well  the 
dire  consequences  that  could  follow. 
Colasuonno  says,  "This  allowed  the 
left  to  create  doubt  about  Brazil  at 
home  and  abroad." 

Brazil's  government  owes  foreign 
banks  and  official  institutions  $108 
billion.  Servicing  that  debt  came  to 
$10  billion  last  year,  against  net  ex- 
port earnings  of  $8  billion.  Something 
had  to  give,  Colasuonno  says,  but  out- 
right default  was  unnecessary.  In- 
stead, he  says,  "We  should  have  ex- 
plained [to  the  bankers]  that  we  could 
permanently  increase  our  exports 
%  a  year  to  repay  the  debts  in 


full — that  was  not  possible.  Then  we 
should  have  negotiated.  But  we 
should  not  have  cut  the  payments." 

Unfortunately,  says  Colasuonno, 
former  Rio  de  Janeiro  Governor 
Leonel    Brizola,    Senator  Fernando 


Brazilian  economist  Miguel  Colasuonno 
Let's  swap. 


Henrique  and  other  influential  leftists 
popularized  the  notion  that  the 
world's  bankers  were  bleeding  the 
Brazilian  people,  and  called  for  stop- 
ping all  debt  service  payments. 

Colasuonno  is  afraid  that  this  cri- 
sis, cutting  Brazil  off  from  foreign 
credit,  will  present  this  powerful 
country's  left  wing  with  a  perfect  op- 
portunity to  cause  economic  chaos 
and  grab  power. 

Colasuonno  has  an  interesting  pro- 
posal he  thinks  could  thwart  the  left 
and  restore  Brazil's  credit:  The  bank- 
ers should  recognize  that  Brazil  can- 
not repay  its  debt  in  full,  and  agree  to 
swap  some — or  all — of  their  Brazilian 
notes  for  some  form  of  Brazilian  equi- 
ty. He  says  the  equity  should  be  pro- 
vided in  a  combination  of  three  forms: 
1)  holdings  in  Brazilian  companies 


traded  on  the  Rio  de  Janeiro  and  Sac 
Paulo  stock  exchanges,  2)  credits  thai 
the  banks  could  sell  at  a  discount  tc 
foreign  direct  investors — General  Mo 
tors,  say,  or  IBM — looking  to  expanc 
their  Brazilian  operations  and  3 
shares  in  three  existing  internal  de 
velopment  funds. 

Debt-for-equity  swaps  could  enable 
the  banks  to  cut  their  losses.  Equally 
important,  says  Colasuonno,  is  thai 
the  new  equity  capital  should  flow  tc 
private  enterprise — where  it  woulc 
most  benefit  Brazil's  development— 
rather  than  into  government  hands 
where  much  would  be  wasted.  His 
debt-for-equity  exchange  proposals 
he  says,  will  be  presented  to  foreigr 
bankers  by  Brazil's  new  finance  min 
ister,  Luiz  Carlos  Bresser  Pereira 
when  he  visits  New  York  and  Wash 
ington  later  this  month. 

Colasuonno  also  holds  a  novel  viev\ 
of  the  $3  billion  John  Reed  has  sei 
aside  to  cover  writedowns  of  Citi 
corp's  Third  World  loans.  He  thinks  1 
can  lead  to  positive  results.  By  effec 
tively  writing  down  the  debt  anc 
prodding  other  bankers  to  do  like 
wise,  Reed  has  made  it  much  eas 
ier  for  the  bankers  to  swap  theii 
Brazilian  loans  for  equity.  "Mr 
Reed  has  both  helped  to  stabiliz< 
the  international  banks  and  fa 
cilitated  debt-for-equity  swaps,' 
says  Colasuonno. 

But  in  this  war  for  economic 
control,  the  left  is  not  giving  way 
Colasuonno  expects  it  to  try  tc 
sabotage  the  swap  proposals  b} 
characterizing  them  to  the  public 
as  a  gigantic  sale  of  Brazilian  as 
sets  to  greedy  foreigners  at  bar 
gain  prices.  Colasuonno:  "Wha 
the  left  really  wants  is  an  eco 
nomic  war  that  will  result  in  the 
complete  nationalization  of  al 

  Brazilian  banks.  I  already  know  o: 

individual  senators  who  employ  2,00( 
people  each.  If  Brazil's  banking  sys 
tern  were  nationalized,  can  you  imag 
ine  the  employment  possibilities  foi 
all  our  senators?" 

If  Lord  Keynes  (quoting  Comrade 
Lenin)  was  right  that  the  surest  wa) 
to  topple  a  capitalist  society  is  to  de 
bauch  its  currency,  then  Brazil  is  be 
ginning  to  teeter.  Hyperinflation  is 
again  ravaging  the  economy.  Prices 
are' growing  at  over  20%  per  month— 
800%  a  year. 

But  all  is  not  yet  lost.  Colasuonnc 
says  Finance  Minister  Bresser  Pereira 
formerly  a  supermarket  executive,  ii 
much  more  moderate  than  his  prede 
cessor.  In  presenting  the  debt-for-eq 
uity  swap  idea,  says  Colasuonno 
"Bresser  Pereira  will  have  all  of  Bra 
zil's  private  sector  backing  him."  ■ 
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Now  there's  an  un- 
commonly simple 
way  to  obtain  flexi- 
bility, to  increase 
yield  or  to  increase 
verage  on  certain  common  stocks  you 
lay  own.  It's  the  components  of  an 
mericus  Trust.  The  "Uncommon  Stock." 

Simply  put,  an  Americus  Trust 
fers  you  a  way  to  "split"  certain 
ue  chip  stocks  into  two  investment 
)mponents:  growth  and  income. 

Each  Americus  Trust  accepts  the 
lares  of  a  single  blue  chip  com- 
uiy  (see  list  at  right)  and  issues 
nits  of  the  Trust  in  exchange.  Units 
e  divisible  into  two  components. 

One  component  —  called  a  "Prime™" 
-  gives  you  the  dividends,  voting  and 
her  rights,  including  any  market  appre- 
ation  of  the  underlying  common  stock 
)  to  a  specified  price  level  called  the 
;rmination  Claim.  The  other  part  — 
died  a  "Score™"  —  gives  you  the  right  to 
ly  appreciation  of  the  underlying  com- 
on  stock  above  the  Termination  Claim. 

Primes  can  give  you 
uncommonly  increased  yields 

When  you  compare  the  yields  of 
e  Americus  Trust  Primes  to  the 
elds  of  the  related  common  stocks, 
iu'11  see  that  Primes  can  increase 
iur  yield.  In  addition  to  retaining  cash 
vidends,  Prime  holders  keep  voting 
[hts  and  dividend  increases.  Expenses 
Trust  maintenance  are  deducted 


from  the  dividend.  When  the  Trust 
terminates  after  five  years,  your  Prime 
entitles  you  to  the  market  value  of 
the  related  stock  up  to  the  pre-determined 
Termination  Claim. 

Scores  can  give  you 
uncommonly  increased 
leverage. 

Holders  of  Score  components  have 
the  rights  to  all  potential  appreciation 
in  the  Scores  they  own.  In  addition, 
when  the  Trust  terminates,  Score  holders 
have  the  right  to  all  appreciation  above 
the  Termination  Claim  level.  So  when 
you  compare  the  leverage  of  the  Americus 
Trust  Scores  to  that  of  the  underlying 
common  stocks,  you  can  see  how  Scores 
can  increase  your  leverage.  And  each 
Trust  listed  below  lasts  for  approximately 
five  years  from  the  effective  date  —  far 
longer  than  options. 

The  Americus  Trusts  currently  offer- 
ing exchanges  have  been  accepted  for 
listing  on  the  American  Stock  Exchange, 
subject  to  the  Trusts  having  received 
sufficient  tenders  to  meet  the  minimum 
listing  requirements  of  the  American  Stock 
Exchange.  They  are  listed  under  "A". 

Americus  Trusts  offer  many  ways 
to  give  your  portfolio  greater  income, 
growth  potential  and  flexibility. 

The  procedure  is  simple.  Phone 
your  broker  now  and  tell  him  you're 
interested  in  an  Americus  Trust. 

Or  you  can  fill  in  the  coupon 
below.  And  become  an  Uncommonly 
Smart  investor. 


Units  of  the  following  Trusts  are  currently 

being 

offered: 

AMERICUS  TRUST  FOR 

AMERICAN  HOME 

FORD 

PRODUCTS 

CENERAL  ELECTRIC 

AMOCO 

CM. 

ATLANTIC  RICHFIELD 

CTE 

BRISTOL-MYERS 

MERCK 

CHEVRON 

3M 

DOW  CHEMICAL 

PROCTER  &  GAMBLE 

DU  PONT 

SEARS 

EASTMAN  KODAK 

UNION  PACIFIC 

Americus  Trusts 


For  more  complete  information,  including 
fees,  charges  and  expenses,  write  now  for  a 
free  Prospectus  (please  specify).  Or  phone  your 
broker.  Read  it  carefully  before  you  invest. 
Mail  to:  Alex.  Brown  &  Sons  Incorporated 

63  Wall  Street,  14th  Floor 

New  York,  NY  10005 


(  i.iii|),in\ 


City,  Stale,  Zip  Code 
Americus  Trust  For:_ 


Title 


J  L 

Phone 


Dealer  Manager: 

Alex.  Brown  &  Sons 

Incorporated 


This  announcement  is  neither  an  offer  to  sell  nor  a 
solicitation  of  an  offer  to  buy  any  of  these  ;'-urities. 
The  offer  is  made  only  by  the  Prospectus  and  only  in 
those  States  where  it  may  legally  be  offered. 


what  else 
is  new 


Now  don't  get  us  wrong.  We- 
jiys  appreciate  being  rewarded  for 
lb  well  done. 

But  truth  be  told,  we're  not 
)rised  that  our  fax  machines  topped 
charts  again  last  year. 
After  all,  we  invented  high-speed  fax. 
the  high-speed  service  to  go  with  it. 
t's  why  more  than  60%  of  the  FORTUNE  500  rely 
js  to  send  their  reports  around  the  world.  And  wRf* 
cola's  Hardware  relies  on  us  to  get  their  requisitions 
i  Trenton  to  Philadelphia.  So  the  news  isn't  that  we  made 
L^—^^^  the  most  popular  fax  machines 
last  year.  It's  that  we're  making 
|          even  more  advanced  fax  ma- 
chines this  year. 

Our  1987  models  not  only 
feature  a  smaller  size  at  a  smaller 
price.  They  also  feature  the  abil- 
ity to  speak  n^m^^ 
lish,  French,  Italian,  and  Swahili. 
Because  we've  finally  found  a 
to  store  a  voice  inside  a  fax 
hine.  So  our  new  FAX20  and 
60  can  greet  callers  in  your  native 
jue.  Rather  than  giving  them  the  uni- 
al  buzz  of  introduction.  And  once  you  record  your  voice, 


^f)^  there's  little  else  to  do.  Because  they  also 
feature  Auto  Dial,  Alternative 
Number  Dial,  and  Automatic  Paper 
Cut.  So  you  can  send  and  receive,  with- 
out having  to  constantly  stand  by. 

Of  course,  for  those  who  like  to 
keep  their  fax  simple,  there's  the  FAX10. 
A  low-price  machine  with  a  high  performance 
attitude,  designed  for  businesses  the  size  of 
Mascola's  Hardware  on  up.  Now,  if  you  want  to  see 
what's  new  in  fax  machine  technology,  give  us  a  call  at 
1-800-524-0864  (in  New  Jersey,  1-201-882-8811.)  Or  fill 
out  the  coupon  below.  In  the  meantime,  we'll  continue  our 
commitment  to  making  great  fax  machines.  So  don't  be  sur- 
prised if  we  run  the  same  headline  next  year. 


rRicoh  Corporation,  Communications  Products  Group, 
5  Dedrick  Place,  West  Caldwell,  N.J.  07006. 
In  Canada:  Ricoh  Corporation  (Canada)  Ltd. 

Name/Title  

Company  

Address  


City- 
Zip  


State. 


Telephone. 


j 


The  Up  &  Comers 


Strategy 


If  anyone  could  beat  the  Japanese  chal- 
lenge in  semiconductors,  LSI  Logic 
founder  Wilf  Corrigan  could.  But  now 
even  Corrigan  is  fed  up. 

"I  know  I  sound 
protectionists; " 


>  the  usual  kind  of  inefficient  industry  crying  wolf. 


By  Kathleen  K.  Wiegner 

If  any  U.S.  businessman  couldl 
take  on  the  Japanese  in  semicon-i 
ductors,  it  would  be  Wilfred  Cor- 
rigan. So  thought  Corrigan.  So 
thought  investors  in  Corrigan's  LSI 
Logic  Corp.  Today,  both  Corrigan  and 
investors  may  be  having  second 
thoughts. 

Corrigan,  now  48,  started  LSI  ini 
1981  and  took  it  public  in  1983.  From! 
the  beginning,  he  planned  to  give  the 
Japanese  a  wide  berth  in  semiconduc- 
tors. Leave  the  commodity  chip  busi- 
ness to  Texas  Instruments,  Intel,  Mo- 
torola and  Fairchild  Camera  &  Instru- 
ment, he  decided.  (Corrigan  ran 
Fairchild  until  he  sold  it  to  Schlum- 
berger  in  1979.)  LSI  Logic  would  focus 
on  the  then  tiny  market  for  applica- 
tion-specific integrated  circuits- 
ASICs — chips  that  can  be  tailored  to  a 
customer's  particular  needs.  General 
Motors,  for  example,  uses  ASIC  chips 
to  open  Corvette  headlights. 

The  strategy  worked  beautifully 
for  a  while.  In  1981  ASICs  accountec 
for  less  then  10%  of  the  integratec 
circuit  market.  Last  year,  according  tc 
San  Jose's  Dataquest,  ASICs  came  tc 
22%,  with  sales  of  $4.9  billion.  Data 
quest  predicts  that  by  1992  the  ASIC 
market  will  be  worth  $14.6  billion. 

LSI  Logic?  Its  initial  heady  growth 
has  abated.  Sales  rose  39%  last  year 
to  $194  million,  but  severe  price  cut 
ting  in  the  ASIC  marketcut  profits 
62%,  to  $3.9  million  (10  cents  s 
share).  For  the  first  quarter  of  this  yea- 
sales  were  up  22%,  but  net  income 
was  down  23%.  LSI's  market  valus 
rose  from  $390  million  at  the  public 
offering  in  1983  to  $800  million  earh 
last  year  but  has  since  receded  belov 
$500  million. 

Corrigan's  problem  is  the  folks  ht 
set  out  to  avoid:  the  Japanese.  Accord 
ing  to  Integrated  Circuit  Engineerin; 
Corp.,  a  consulting  firm,  the  world' 
top  five  makers  of  gate-array  ASIC 
chips  (the  kind  LSI  specializes  in)  las 
year  were  Japan's  Fujitsu,  LSI  Logic 
NEC,  Toshiba  and  Motorola. 

"The  Japanese  are  dumping  ASIC 
in  Asia  and  they  are  dumping  then 
here — absolutely,"  says  Corrigan  h 
his  unpretentious  Milpitas,  Calif,  of 
fices,  in  the  heart  of  Silicon  Valley 
"They  have  driven  the  U.S.  out  of  th 
DRAM  [standard  memory  chips]  busi 
ness,  except  for  Texas  Instruments 
and  now  they're  going  to  try  and  do  1 
in  every  sector.  And  I  don't  believ 
that  I  represent  the  usual  kind  of  inef 
ficient  industry  crying  wolf." 

The  vicious  Japanese  attack  didn' 
surprise  Corrigan.  When  he  startc 
LSI,  Corrigan  foresaw  that  if  he  wai 
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Well.  the  glenlivet  Scotch  whisky  does  cost  around 
twenty  dollars  a  bottle.  Which  some  say  is  a  small 
price  to  pay  for  a  Scotch  that  has  been  made  in  the  same 
unique  way  since  1747.  A  12-year-old  single  malt  Scotch 
with  a  smoothness  and  unique  character  that  is  unsur- 
passed to  this  day.  All  of  which  could  explain  why 
people  feel  that  The  Glenlivet  needs  a  little  extra  protec- 
tion. Discreetly,  of  course. 

The  Glenlivet.  Just  Slightly  Out  Of  Reach. 


correct  about  the  growth  potential  in 
custom  chips,  it  was  only  a  matter  of 
time  before  the  Japanese  came  mus- 
cling in.  So  he  moved  quickly  to  es- 
tablish LSI  in  the  Japanese  home  mar- 
ket. In  1984  he  created  a  Japanese 
affiliate,  LSI  Logic  K.K.,  hired  a  high- 
ranking  NEC  executive  to  run  it,  and 
sold  33%  of  it  to  private  Japanese  in- 
vestors. A  manufacturing  presence  is 
almost  a  requirement  for  doing  busi- 
ness in  Japan,  says  Corrigan,  so  LSI 
also  has  a  joint  venture  with  Japan's 
Kawasaki  Steel  for  a  $100  million  fa- 
cility, which  opened  recently.  How 
much  more  native  can  you  go? 

Yet  the  Japanese  operation  is  still 
not  profitable.  It  has  almost  no  mar- 
ket share  in  Japan.  Even  plans  to  take 
the  affiliate  public  on  the  Tokyo 
Stock  Exchange,  where  seemingly  ev- 
erything sells,  have  stalled.  "I  know 
I'm  sounding  very  protectionistic 
here,"  says  Corrigan,  "but  with  the 
Japanese  it  is  a  one-way  valve." 

British-born  and  educated  at  Lon- 
don's Imperial  College  of  Science, 
Corrigan  emigrated  to  the  U.S.  in 
1960.  He  is  well  aware  that  protec- 
tionist policies  can  destroy  an  econo- 
my. Look  at  the  trouble  British  indus- 
try got  into.  But  so  incensed  is  Corri- 
gan at  the  Japanese  that  LSI  is 
gathering  ASIC  pricing  data  to  give  to 
the  U.S.  Commerce  Department  and 
the  U.S.  Trade  Representative.  Corri- 
gan hopes  the  data  will  lead  to  formal 
government  charges  that  the  Japanese 
are  dumping  ASICs. 

Fortunately  for  LSI,  Japan  is  not  the 
entire  world.  Elsewhere,  things  are 
somewhat  better.  The  nature  of  the 
custom  chip  business  requires  LSI  to 
work  closely  with  customers.  To  keep 
LSI's  business  from  falling  into  local 
competitors'  hands,  Corrigan  decided 
early  on  to  build  LSI  design  centers  in 
Europe  and  Canada,  too.  To  raise  the 
money,  he  offered  equity  positions  to 
local  investors  in  his  foreign  subsid- 
iaries. Apart  from  LSI  Logic  K.K.  (Ja- 
pan), there  are  LSI  Logic  Europe  Ltd. 
(Europeans  own  about  20% ,  through  a 
private  placement)  and  LSI  Logic 
Corp.  of  Canada,  which  went  public 
in  May  on  the  Toronto  exchange.  Last 
year  LSI's  foreign  affiliates  accounted 
for  21%  of  revenues,  indicating  that 
business  in  Europe  and  Canada  has 
compensated  somewhat  for  the  Japa- 
nese disappointments. 

LSI  produces  gate-array  custom 
chips.  Here,  thousands  of  microscopic 
gates  are  embedded  in  a  semiconduc- 
tor chip's  electronic  circuits.  By  set- 
ting the  gates  open  or  closed,  electric- 
ity is  routed  through  the  chip  to  ac- 
h  a  given  task — open  a 
ht,  say,  or  focus  a  camera.  The 


Japanese,  for  example,  are  using 
1,000-gate  chips  in  simple  disk  drives. 
But  LSI  makes  ASICs  with  up  to 
50,000  gates  per  chip.  Such  chips  are 
used  in  computers  like  the  DEC  Mi- 
cro VAX  II  and  can  cost  up  to  $100 
each.  (Over  20%  of  LSI's  domestic 
sales  go  to  the  military.) 

To  control  quality  on  such  a  com- 
plex product,  Corrigan  decided  LSI 
should  manufacture  its  own  raw  ma- 
terial— the  semifinished  silicon  wa- 
fers that  are  finished  when  a  customer 
completes  his  design — rather  than 
buy  semifinished  wafers  from  outside 
suppliers.  LSI  manufactures  its  own 
wafers  at  two  U.S.  plants.  But  in  the 
chip  business  today,  that  is  rather 
analogous  to  General  Motors'  making 
its  own  steel,  and  tends  to  raise  LSI's 
overall  production  costs.  "You  can't 
get  the  most  advanced  technology 
buying  wafers  from  the  Koreans," 
says  Corrigan,  defending  his  self-sup- 
ply practice.  But  he  adds:  "It  is  possi- 
ble that  as  we  phase  out  older  technol- 
ogy, we  might  buy  those  wafers  from 
somebody  else." 

As  if  Corrigan  needed  another  head- 
ache, LSI's  gate-array  expertise  is  it- 
self threatened  by  a  competing  tech- 
nology called  standard  cells.  Using  it, 
engineers  can  build  custom  chips  that 
are  smaller  and  more  efficient  than 


By  Matthew  Scbifrin 

Robert  Kyle  wasn't  opposed  in 
principle  to  selling  the  success- 
ful little  publishing  business 
he  started  on  a  borrowed  $5,000  twen- 
ty years  ago.  But  why  rush  into  some- 
thing so  important?  "Selling  my  busi- 
ness ranked  with  divorce,  marriage 


gate-array  chips.  Some  analysts  be- 
lieve standard-cell  chips  may  outsell 
their  gate-array  cousins  within  five 
years.  Corrigan  says  LSI  is  now  ex- 
panding an  integrated  database  that 
could  be  used  for  gate-array  and  stan- 
dard-cell design.  But  here,  too,  the 
Japanese  are  not  far  behind. 

Is  LSI  in  imminent  danger?  No. 
Against  $107  million  in  long-term 
debt,  LSI  has  $300  million — nearly 
$7.50  a  share — in  cash.  Its  customer 
base  is  a  roster  of  sophisticated  chip 
users:  Digital  Equipment,  IBM, 
Northern  Telecom  and  the  Depart- 
ment of  Defense.  There  are  a  fair 
number  of  other  customers  that 
would  rather  not  share  their  propri- 
etary designs  with  a  Japanese  firm. 

Will  Wilf  Corrigan  use  these  assets 
to  keep  fighting?  Or  will  he  sell  LSI  to 
a  big  company,  as  he  sold  Fairchild  to 
Schlumberger  in  1979?  He  sounds 
like  a  fighter  when  he  says:  "The  Japa- 
nese are  going  to  be  with  us  and  you 
just  have  to  accept  that  as  a  reality  of 
life.  Our  answer  has  to  be  continually 
bringing  out  new  products  more 
quickly,  and  capturing  the  customer 
sooner  in  his  design  cycle." 

The  trick,  Corrigan  is  saying,  will 
be  to  run  faster  without  merely  run- 
ning in  place.  True  for  LSI,  true  for 
U.S.  business  at  large. 


and  childbirth,"  says  Kyle,  by  way  of 
explaining  why  he  rejected  overtures 
from  Prentice-Hall,  McGraw-Hill, 
CBS  and  practically  "every  other  ma- 
jor U.S.  publishing  company,"  before 
finally  accepting  an  offer  from  across 
the  Atlantic. 

Kyle,  now  52,  went  to  Harvard's 
business  school,  became  a  consultant 


The  Up  &  Comers 


Creators 


Its  never  easy  to  sell  a  company  that  you 
started.  But  ceding  power  is  sometimes  the 
best  way  to  get  power. 

Trading  places 
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and  authored  a  real  estate  textbook 
that  quickly  won  nationwide  recogni- 
tion. Kyle  parlayed  that  into  a  Chica- 
go-based real  estate  training  and  pub- 
lishing firm  that  employed  45  and  was 
nicely  profitable  on  more  than  $5  mil- 
lion in  sales. 

Then,  toward  the  end  of  1981,  it 
was  London  calling.  On  the  other  end 
was  an  officer  of  Longman  Group  Ltd., 
the  venerable  British  publisher  and  a 
subsidiary  of  Pearson  Pic, 
publisher  of  London's  Fi- 
nancial Times.  Like  other 
British  publishers,  Long- 
man saw  the  U.S.  as  the 
last  great  market  for  its 
products.  Would  Kyle 
consider  selling  out  to 
Longman?  Kyle  would. 

The  price — more  than 
$5  million,  cash — was  not 
irrelevant.  But  neither 
was  it  the  most  important 
consideration.  More  im- 
portant to  Kyle  was  that 
none  of  his  three  sons  was 
old  enough  at  the  time  to 
join  him  in  his  business. 
There  was  also  Kyle's  fear 
that  his  industry  would 
grow  into  a  $1  billion 
market  without  him  at 
center  stage. 

"I  wanted  to  paint  on  a 
bigger  canvas,"  Kyle  re- 
calls, "but  I  needed  more 
resources  than  I  had  or 
was  willing  to  commit." 
So  in  April  1982  Kyle  sold 
to  Longman  and  agreed  to 
run  the  Brits'  new  Chica- 
go-based Longman  Group 
U.S.A.  for  five  years. 

By  biding  his  time,  Kyle 
got  his  bigger  canvas  and 
almost  unlimited  freedom 
to  express  himself.  With 
Longman's  money  behind 
him,  Kyle  has  already 
bought  more  than  21  busi- 
nesses, mostly  in  finan- 
cial services  publishing 
and  training,  with  sales 
ranging  from  $250,000  to 

$10  million.  Among  them   

are  Philadelphia's  Richardson  Group, 
which  trains  bankers  in  sales  tech- 
niques; a  unit  of  Golle  &  Holmes  that 
trains  brokerage  employees;  and  the 
Blitz  Schools,  which  train  insurance 
agents.  Under  Kyle,  Longman  U.S.A. 
has  become  the  country's  largest  fi- 
nancial services  training  firm. 

Pearson  asks  Kyle  to  touch  base 
with  London  every  month  or  so  and 
allows  him  to  spend  up  to  $5  million 
for  an  acquisition  on  his  own  say-so. 
That  makes  Kyle  a  buyer  with  the 


means  to  play  rough.  David  Komar- 
nicki,  the  former  proprietor  of  a  bro- 
ker-training school  in  Los  Angeles, 
sold  out  to  Longman  in  mid- 1985.  He 
recalls:  "They  [Longman  U.S.A.] 
made  it  clear  to  me  that  that  they 
would  be  coming  into  my  market 
within  six  months.  The  writing  was 
on  the  wall.  I  would  have  been  slowly 
choked."  (Sour  grapes,  retorts  Kyle.) 
Being  affiliated  with  Pearson  helps 


Longman  Group  U.S.A.  President  Robert  Kyle 
A  bigger  canvas  and  the  freedom  to  express  himself. 


in  other  ways.  When  Kyle  needs  ad- 
vice on  his  mergers,  he  calls  on  Lazard 
Freres,  owned  in  part  by  Pearson.  And 
when  Kyle  wants  free  newspapers  for 
clients  who  attend  Longman  U.S.A.'s 
training  classes,  Pearson's  Financial 
Times  salesmen  oblige. 

Yes,  there  is  a  price  to  be  paid  for 
teaming  up  with  a  $1.6  billion  con- 
glomerate. While  Kyle's  London 
bosses  give  him  a  great  deal  of  free- 
dom, they  expect  Kyle  in  turn  to  con- 
trol tightly  the  entrepreneurs  whose 


businesses  he  has  acquired.  "We  were 
Longman-ized  very  rapidly,"  gripes 
Edward  Fleur,  who  sold  his  family's 
$3  million  (sales)  broker-licensing- 
training  school  in  New  York  to  Long- 
man U.S.A.  early  last  year.  "Every 
time  I  spend  over  250  bucks  it  must 
be  approved  by  headquarters,"  says 
Fleur,  who  expects  to  quit  Longman 
within  a  few  months. 
Occasionally  Kyle  presents  his  Brit- 
ish masters  with  an  un- 
welcome surprise.  In  Feb- 
ruary, for  example,  Long- 
man settled  an 
embarrassing  case  in 
which  the  New  York 
Stock  Exchange  charged 
that  Kyle's  employees  had 
signed  up  for  general  bro- 
ker licensing  exams  in  or- 
der to  find  out  the  exam 
questions,  which  Long- 
man would  then  use  in  its 
training  courses.  In  its 
copyright  infringement 
suit,  the  NYSE  also 
charged  that  Longman  in- 
structors aggressively  de- 
briefed students  after  they 
took  the  test.  "Debriefing 
has  been  a  way  of  life  in 
this  industry,"  insists 
Kyle.  "We  are  the  biggest 
force,  so  we  are  the  ones 
they  come  after."  Still, 
the  NYSE  removed  Long- 
man representatives  from 
the  committee  that  pre- 
pares its  exams,  and 
forced  the  firm  to  pay  over 
$15,000  in  fines. 

Under  Kyle,  Longman 
U.S.A.  has  grown  to  a 
business  with  17  offices 
and  565  employees,  doing 
around  $70  million  a  year 
in  sales.  It  is  Longman 
Group's  fastest-growing 
division.  Kyle  admits 
that,  thanks  to  acquisi- 
tion-related overhead,  he 
is  several  percentage 
points  below  his  owners' 
goal  of  earning  20%  on 
 their  $45  million  U.S.  in- 
vestment. But  how  upset  can  the 
owners  be  if  they  recently  approved 
his  request  to  bid  $275  million  for  a 
possible  acquisition  and  asked  him  to 
become  the  first  Yank  in  Longman's 
263-year  history  to  sit  on  its  board? 

Kyle  accepted  that  offer,  but  says  he 
is  getting  itchy.  His  three  sons  are 
now  getting  out  of  school  and  will  be 
ready  to  go  into  business.  They  will 
need  backing  and  an  adviser.  Kyle 
says  he  thinks  it  might  be  fun  to  give 
the  kids  a  hand.  ■ 
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Did  selling  the 
workfe  largest  store 

to  its  employees 
take  a  miracle  on 
34th  Street? 


GE  Credit  saw  things 
differently. 

In  the  early  1960s,  the  accepted 
pathways  available  for  corporate 
financing  were  few  and  narrow.  And 
GE  Credit  needed  a  different  view- 
point to  help  pioneer  the  radical  new 
concept  of  the  leveraged  buyout. 

Today  LBOs  are  commonplace. 
But  an  uncommon  point  of  view  is 
often  the  best  approach— particularly 
when  the  buyout  in  question  is  com- 
plex enough  to  give  most  lenders 
pause. 

R.H.  Macy  Chairman  Edward 
Finkelstein  envisioned  what  would  be 
far  and  away  the  largest-scale  buyout 
i  retail  history... a  transaction  that 
uld  require  almost  $4  billion  to 
accomplish. 


The  notion  of  a  company's  key 
employees  buying  the  company  and 
regaining  full  control  of  their  own 
enterprise  was  no  longer  a  novelty. 

But  the  sheer  size  of  the  Macy's 
organization  made  the  task  a  daunting 
one.  For  "the  worlds  largest  depart- 
ment store"  had  been  living  up  to  its 
claim  in  the  128  years  since  Captain 
Rowland  H.  Macy  first  opened  his 
doors  onto  New  York's  Union  Square. 
His  dry-goods  emporium  had  grown 
to  include  87  stores  in  13  states,  with 
receipts  totaling  $12  million  daily. 

And  today,  the  key  employees  who 
would  need  to  participate  in  a  buyout 
numbered  not  a  manageable  dozen 
or  two,  but  an  unprecedented  347 
individuals. 

GE  Credit  began  its  participation 
by  making  itself  not  just  a  lender,  but 


Ill 


an  investor  in  the  new  Macy's  as  well— 
with  a  participation  that  included  a 
substantial  equity  position. 

This  involvement  allowed  us  to 
provide  both  sound  financing  (some 
$400  million  of  the  subordinated 
debt),  and  sound  advice.  For  example, 
since  Congress  was  still  working  on 
Tax  Reform  at  the  time,  we  knew  that 
credit  agreements  would  have  to 
be  flexible  enough  to  allow  for  any  of 
several  diff  erent  proposed  tax 
scenarios. 

We  assisted  the  Macy's  team  in 


analyzing  and  structuring  the  terms 
and  conditions  of  the  remaining  capi- 
tal: a  combination  of  senior  secured 
financing,  subordinated  debentures 
and  mortgages  on  the  properties  con- 
taining the  branch  stores. 

Finally  last  July,  the  miracle  of  the 
Macy's  LBO  went  into  the  history 
books— and  the  record  book. 

Seeing  things  differently  has  en- 
abled GE  Credit  to  become  a  leader  not 
only  in  LBOs,  but  also  in  real  estate 
financing,  equipment  leasing,  retail 
credit,  and  almost  every  other  aspect 
of  business  financing. 

For  a  free  GE  Credit  information  kit, 
call  toll-free  800  243-2222. 
Or  write  GE  Credit,  260  Long  Ridge  Rd./F2 
Stamford,  CT  06902  a  

And  we're  ready  to  put  our  dif- 
ferent point  of  view  to  work  solving 
your  knottiest  financial  challenges. 
Even  if  you  think  you've  already  heard 
all  possible  solutions  to  your  problem 
from  other  lenders,  it'll  pay  you  to  call 
us  at  the  toll-free  number  listed  above. 

Let  us  look  for  a  miracle  or  two 
on  your  street. 

We  do  things  differently 

because  we 
see  things  differently. 


General 
Electric 
Credit 

CORPORATION 


Consumers  are  still  spending  and  charg- 
ing, but  they  are  settling  bills  faster.  Result: 
a  squeeze  on  bank  credit  card  profits. 

More  is  less 


By  Ben  Weberman 

Nothing  banks  do  for  a  living 
has  been  as  profitable  as  lend- 
ing on  the  credit  cards  they  is- 
sue. With  money  costing  the  banks 
around  8%  and  the  interest  many  of 
them  charge  on  outstanding  balances 
close  to  20%,  the  spreads  have  been 
enormous  and  the  profits  fat.  But  that 
wonderful  game  now  appears  to  be 
winding  down.  Bank  card  profits  are 
already  getting  squeezed.  The  outlook 
is  for  more  pressure  on  all — so  much 
more  that  some  banks  may  be  driven 
from  the  field. 
It's  not  that  consumers  are  sudden- 


ly spending  less.  And  it's  not  that 
consumers  are  suddenly  loath  to  whip 
out  plastic  and  eager  to  pay  in  cash. 
Nevertheless,  installment  credit  ex- 
tended by  the  nation's  banks — pri- 
marily credit  card  loans — actually  fell 
by  $498  million  in  March,  the  biggest 
drop  in  years.  Bankers  say  the  trend 
continued  in  April  and  May. 

Says  Willard  C.  Butcher,  chairman 
and  chief  executive  of  Chase  Manhat- 
tan: "We  are  seeing  an  increase  in 
charges  to  the  credit  card,  which  indi- 
cates a  continued  strength  in  consum- 
er buying.  But  we're  also  seeing  rapid 
repayment  of  consumer  debt.  As  a 
result,  the  consumer  is  reducing  his 


Credit  where  credit  is  due 


debt  at  the  same  time  that  he  is  buy- 
ing more." 

John  G.  Medlin,  president  and  chief 
executive  of  First  Wachovia  Corp., 
one  of  the  industry's  more  thoughtful 
executives,  has  also  seen  his  card- 
holders spending  more  but  using  re- 
volving credit  less.  Medlin  doubts 
that  this  is  the  result  of  last  year's  tax 
reforms,  even  though  they  eliminated 
interest  on  installment  loans  as  a  de- 
ductible item.  "Only  25%  of  filers 
itemize  tax  deductions,"  Medlin 
points  out,  "so  large  numbers  were 
not  affected  by  the  change." 

It's  more  likely — and  more  worri- 
some for  the  banks  long  term — that 
consumers  are  beginning  to  resist  the 
high  interest  banks  charge  on  their 
credit  cards.  Medlin  sees  something 
like  a  change  in  values,  or  at  least 
notions  of  status,  at  work.  "There  is  a 
growing  stigma  for  individuals  to  be 
in  debt,  particularly  when  there  is 
awareness  about  owing  money  on 
high-cost  credit  cards  and  there  are 
lower-cost  alternatives,"  he  says. 

If  that  should  prove  to  be  the  case, 
competition  among  the  banks  to  sign 
new  cardholders  and  keep  the  ones 
they  now  have  will  heat  up.  It's  al- 
ready happening.  Arthur  Ryan,  vice 
chairman,  head  of  consumer  banking 
at  Chase  Manhattan,  notes  that  earli- 
er in  the  1980s,  when  banks  were 
making  huge  direct  mailings  to  pro- 
spective cardholders,  a  3%  response 
was  normal.  Today,  he  says,  it's  more 


Highly  profitable  card  operations  have  accounted  for  up  to  hitting  profits  hard.  Banks  with  a  large  portion  of  earnings 

40%  of  pretax  earnings  at  some  banks.  Now  competition  from  cards  are  especially  vulnerable  unless  their  rates  are 

in  a  saturated  market  is  driving  down  finance  charges  and  already  low  and  their  efficiency  is  high. 

1986  pretax  earnings  per  share  Average  finance  charges' 
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Why  give 
the  common, 
when  you  can  give 
the  preferred. 


Tanqueray  Gin. 
A  singular  experience. 

Send  a  gift  of  Tanqueray  Gin 
anywhere  in  the  U.S.A.  Call  1-300-243-3787 

TANQUERAYw  IMPORTED  ENGLISH  GIN,  100%  GRAIN  NEUTRAL  SPIRITS, 
94  6  PROOE  IMPORTED  BY  DISTILLERS  SOMERSET.  NY.  NY  ©  1987  , 


like  1  % .  So  banks  are  spending  more 
on  advertising  and  marketing,  even  as 
they  cut  interest  rates  to  claim  a  com- 
petitive edge. 

Don't  think  that  banks  with  the 
most  consumer  credit  cards  outstand- 
ing, such  as  Chase,  Citibank  and  First 
Chicago,  will  be  hit  harder  than  oth- 
ers. On  the  contrary,  their  heavy  in- 
vestments in  equipment  to  handle 
their  bigger  transaction  volumes 
should  keep  their  operating  costs  at 
rock  bottom,  and  that  may  well  be  the 
key  to  survival.  Consider  Ryan's 
arithmetic.  Computer  processing  and 
marketing,  he  reckons,  cost  500  to 
600  basis  points  (5%  to  6%)  of  the 
interest  charge  for  the  most  efficient 
lenders.  It  is  substantially  more  for 
the  minor  leaguers.  To  that,  add  the 
credit  card  loan  losses — another  4% 
or  so.  Thus,  if  competition  should 
force  financing  charges  down  to  an 
average    14.5% — and   that's  where 


they  seem  to  be  heading — most  banks 
would  be  hurt,  and  the  credit  card 
profits  of  some  would  vanish. 

The  outlook?  The  bigger  partici- 
pants in  the  bank  card  game  will  get 
bigger.  Some  smaller  but  highly  effi- 
cient banks  like  MNC  (Maryland  Na- 
tional) and  Bank  of  New  York  will  be 
squeezed,  too,  but  they  should  remain 
important  players.  They  have  nation- 
wide card  programs,  including  the 
newer  affinity-type  plans  offered 
through  school  alumni  associations, 
labor  unions  and  airlines. 

But  some  banks  will  become  bit 
players,  selling  their  receivables  in 
large,  multimillion-dollar  amounts  to 
those  that  remain  as  full-fledged  card 
operators.  Still  others  will  pull  out  of 
the  business  in  all  but  name.  They 
will  take  on  a  card  of  some  other 
institution  and  offer  it  as  their  own. 
But  the  days  of  huge  spreads  and  fat 
profits  are  over.  ■ 


Here's  one  utility  that  got  burned  in  diver- 
sification but  tried  again  and  made  a 
roaring  success  of  it. 

If  at  first 
you  dont  succeed 


By  James  Cook 

Utility  companies  seeking  to 
diversify — as  so  many  are  to- 
day— would  do  well  to  study 
the  example  of  New  York's  Jamaica 
Water  Properties,  now  known  as  JWP 
Inc.  First  time  around,  in  the  late  Six- 
ties, this  supplier  of  water  to  the  bor- 
ough of  Queens  in  New  York  City 
was  caught  up  in  the  excesses  of  the 
conglomerate  age  and  diversified  into 
nonregulated  businesses  like  sewage 
treatment  and  kitchen  cabinets.  The 
results  were  little  short  of  disastrous. 
JWP  took  on  so  much  debt  to  finance 
its  expansion  that  interest  charges 
threatened  to  bankrupt  the  company. 

In  1979  Andrew  T.  Dwyer  began 
running  the  company,  although  his 
father,  Martin  Dwyer,  remained  chief 
executive  almost  until  his  death  earli- 


er this  year.  Andrew  Dwyer  sold  most 
of  the  company's  nonutility  holdings 
and  restructured  its  debt. 

Then  he  started  diversifying  all 
over  again,  but  this  time  with  a  sound 
and  sensible  plan.  A  trim,  tallish,  boy- 
ish-looking lawyer  of  39,  Dwyer  was 
determined  to  build  on  the  company's 
strengths  rather  than  just  making  fi- 
nancial deals.  Says  he:  "What  we're 
good  at  is  running  labor,  dealing  with 
large  computer  systems  and  compli- 
cated labor  and  equipment  problems. 
That's  what  the  water  business  is  all 
about — billing  and  collecting,  run- 
ning a  lot  of  trucks,  sophisticated 
computer  systems,  work  force  man- 
agement systems,  maintaining  and 
installing  equipment." 

To  Dwyer,  that  meant  putting  JWP 
in  the  office  maintenance  business. 

Dwyer  started  out  doing  conven- 
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tional  heating,  ventilation  and  air- 
conditioning  system  maintenance. 
When  that  worked,  he  quickly  began 
to  spread  into  various  other  systems 
involved  in  operating  New  York's 
high-rise  buildings — energy  systems, 
computer  systems,  fire,  security, 
lighting  systems,,  local  area  network 
services.  "The  technologies  tended  to 
merge,"  he  says.  "The  same  boxes 
control  fire  alarm,  energy  manage- 
ment and  security  systems." 

Dwyer  soon  found  himself  moving 
back  into  installing  equipment  as 
well,  in  competition  with  manufac- 
turers like  IBM,  AT&T,  Johnson  Con- 
trols and  Honeywell.  Then  JWP  itself 
went  into  manufacturing  products 
like  energy  management  systems  and 
telex  equipment.  The  result  is  a 
brand-new  company  reared  on  JWP's 
old  waterworks  base — and  a  tantaliz- 
ingly  promising  one  at  that. 


Today  JWP  maintains  everything 
from  electric  signs  in  Times  Square  to 
printing  presses  at  the  New  York  Times 
and  New  York  Post,  from  computer  sys- 
tems for  Shearson  Lehman  Brothers 
to  lighting  systems  for  Blue  Cross/ 
Blue  Shield,  to  the  phone  system  at 
the  New  York  Stock  Exchange.  "We 
are  continually  migrating  to  the  high- 
er-technology side  of  the  business," 
Dwyer  says.  "That's  where  the  mar- 
gins are  better,  the  growth  greater  and 
the  competition  a  lot  smarter." 

In  the  process  Dwyer  gobbled  up 
nearly  two  dozen  companies  in  three 
years,  generating  scale  economies  out 
of  the  merger  of  competitors  and 
winding  up  with  a  widely  diverse 
technical  service  company  in  a  busi- 
ness that  had  always  been  fragment- 
ed. "We  could  say  to  a  customer, 
Okay,  we  can  handle  all  your  techni- 
cal needs  in  a  building,  and  anywhere 


else  for  that  matter.  We  could  follow 
our  customers  all  over  the  country. 
We  think  the  era  of  third-party  main- 
tenance companies  is  here." 

Having  established  itself  as  the 
dominant  maintenance  firm  in  New 
York,  JWP  is  now  expanding  not  only 
nationwide  but  overseas,  with  bas- 
tions in  London,  Toronto  and  Hong 
Kong.  Emboldened  by  his  success  in 
maintenance  services,  Dwyer  is  now 
talking  about  diversifying  even  fur- 
ther— into  owner-operated  cogenera- 
tion  facilities. 

The  results?  Between  1981  and 
1986,  JWP's  sales  went  from  $42  mil- 
lion to  $379  million,  net  income  from 
$1.7  million  to  $13.5  million.  Per- 
share  earnings  on  its  NYSE-traded 
stock  jumped  from  31  cents  to  $1.20. 
The  stock  went  from  a  low  of  2Va  in 
1981  to  a  high  of  307/s  early  this  year. 
First-quarter  earnings  were  up  from 
15  cents  to  35  cents  a  share. 

Meanwhile,  the  future  of  JWP's  wa- 
ter business  has  become  uncertain. 
Seepage  from  nearby  toxic  disposal 
sites  has  forced  JWP  to  close  17  of  its 
101  wells  and  threatens  another  21. 
But  sooner  than  undertake  a  costly 
program  to  clean  them  up — a  cost  its 
rate  payers  would  have  to  cover — JWP 
has  chosen  to  fill  45%  of  its  water 
needs  with  low-cost  New  York  City 
water.  Then,  too,  having  absorbed  the 
21  other  investor-owned  water  com- 
panies that  once  operated  within  the 
city  limits,  New  York  City  would  like 
to  pick  up  JWP's  Jamaica  water  sys- 
tem as  well,  and  a  year  ago  the  state 
legislature  even  passed  legislation  re- 
quiring it  to  do  so. 

But  the  water  business  provides 
only  10%  of  JWP's  operating  income 
these  days,  vs.  90%  only  five  years 
ago,  so  a  takeover  doesn't  pose  any 
real  threat  to  the  company. 

In  fact,  the  prospect  of  getting  out  of 
the  water  business  is  a  potential  plus 
for  the  company's  stock.  New  York 
City  has  offered  $35  million  for  a 
property  whose  book  value  is  nearly 
$77  million.  Fair  market  value, 
Dwyer  claims,  would  run  to  hundreds 
of  millions  of  dollars:  $200  million  is 
the  equivalent  of  more  than  $20  a  JWP 
share,  vs.  a  current  market  price  of  26. 
"The  issue,"  Dwyer  says,  "is  going  to 
be  settled  in  the  courts." 

Dwyer  and  the  JWP  board  are  con- 
sidering splitting  JWP  into  two  com- 
panies— a  technical  services  company 
with  high  growth  and  profit  prospects 
and  a  more  mundane,  dividend-pay- 
ing water  utility  with,  however,  an 
explosive  asset-play  potential.  "If  you 
separate  them,  you  give  the  investor  a 
choice,"  Andy  Dwyer  says.  "But  so  far 
we're  only  talking  about  it."  ■ 
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a  touring  pro  considers 
a  team  sport 


His  approach  shot  on  18  found  the  trap,  threatening  his 
one-stroke  lead.  But  this  pro  remains  calm,  recalling  the 
advice  of  a  respected  teammate  -  his  swing  coach. 
Through  patient  yet  intense  observation,  the 
swing  coach  analyzes  every  aspect  of  the  golfer's 
mechanics.  If  he's  dropping  his  left  arm  during 
drives  or  gripping  the  long  irons  too  tightly, 
the  coach  catches  the  mistake  and  then  dem- 
onstrates the  proper  technique. 

This  help  is  so  valued,  even  the  best 
pro  will  visit  his  coach  when  he  develops 
a  flaw  he  can't  detect.  After  watching 
only  a  few  swings,  the  coach's  trained 
eyes  will  spot  the  subtlest  problem. 

Arthur  Young  works 
extremely  hard  to  make 
|  our  advice  just  as  impor- 
tant. That's  why  we  get 
J  closely  involved  with  a  client  before 

offering  professional  advice.  The 
more  subtleties  we  understand,  the 
more  effective  our  help  will  be. 
And  you  don't  have  to  be  on  the 
leader  board  to  earn  that  attention. 
We've  been  serving  businesses  of  all  sizes 
for  over  90  years. 

So  if  personal  attention  from  an  ac- 
counting firm  appeals  to  you,  maybe  it's  time 
to  tee  it  up  with  Arthur  Young. 

A 

Arthur  Young 

Personal  advisors  to  business. 
Accounting,  auditing,  tax,  financial 
and  management  consulting. 
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We  take  business  personally. 


br  business 


Macintosh™  personal  computers  are  having 
;itively  uplifting  effect  on  business. 
A  fact  not  lost  upon  a  growing  number  of 
ine  500  companies,  as  they  watch  produc- 
r  go  up.  And  training  costs  come  down. 
All  thanks  to  Macintosh's  point- and- click 
licity  its  graphics  interface  and  consistency 
program  to  program. 
But  to  add  fuel  to  the  Macintosh  fire,  we 
present  our  most  powerful  computer  yet: 
Macintosh  II. 
Which,  because  of  its 


Next-generation  software  is  already  Ixre. 
Macintosh  I  I  runs  programs  like  Living 
Videotext's  MORE  and  Microsoft's  Excel. 


t  for  easy  expansion, 
sing  even  more  corpo- 
eyebrows. 

Just  take  off  its  cover 
you  can  easily  appre- 
why  Inside  are  six 
nsion  slots  that  repre- 
an  entirely  new  kind 
:hnology 

They  handle  information  with  extraordi- 
speed.  Plus,  they  have  the  good  manners 
jnfigure"  themselves. 

So  however  many  devices  you  add,  there 
lever  any  special  switches  to  set.  All  you 
to  do  is  turn  on  the  power. 
As  for  the  available  options,  they're  rather 
utionary  as  well. 

Add  a  co-processor  card  and  you  can  run 
)nly  Macintosh  programs,  but  programs 
nay  already  be  using  on  IBM  PCs. 
Add  a  communications  card,  and  you  can 


connect  to  office  networks  like  Ethernet  and 
company  mainframes.  And  with  a  video  card, 
you  can  drive  the  high-resolution  13"  Apple- 
Color"  RGB  monitor.  %  create  images  of  nearly 
photographic  quality, 
drawing  from  a  pal- 
ette of  more  than  16 


Macintosh  II  accepts  up  to  six  expt. 
add  new  power,  like tlieabi' 


cards  So  it  's  easy  to 
MS-DOS  software. 


million  colors. 

Macintosh  II  is  open  for  other  choices  as  well 

You  can  expand  memory  all  the  way  to 
eight  megabytes  on  the  main  board.  Choose  one 
or  two  floppy  disk  drives.  And  a  built-in  hard 
disk  that  stores  20, 40  or  80  megabytes  of  work. 

But  expandability  is  only  part  of  our  story 

At  the  core  of  Macintosh  II  is  the  new  32-bit 
Motorola  68020  processor,  clocking  in  at  a  firey 
l6MHz.  Plus,  it  has  a  math  co-processor. 

So  it  can  perform  calculations  up  to  200 
times  as  fast  as  conventional  computers. 

We  realize,  however,  that  words  alone  may 
not  be  enough  to  sway  you.  That's  why  we've 
prepared  this  open  invitation: 

Just  call  (800)  538-9696,  ext.  300,  and  we'll 
promptly  give  you  the  name  of  the  authorized 
Apple  reseller  closest  to  you. 

Then  it's  a  simple 
matter  to  stop  in.  Put  your 
hands  on  a  Macintosh  II 
personal  computer. 
And  uncover  a  whole 
new  source  of  power. 


Thepowto  beyourbest 


to  Computer  Inc  Apple  and  the  Apple  logo  am  registered trademarks  of  Apple  Computerlnc.  Macintosh  andAppleColorare  trademarks  of  Apple  Omi/mlerlnc  Fortune  is  a  trademark  of  Time/Life  Inc.  MORE  is  a  trudemtirk 
faivtogVideotext^MSMSandMicmoft 
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If  you  want  to  be  a  success  in 
international  business, 
cross  this  twelve  to  fourteen  times  ad 


Without  getting  your  suit  wet.  Because 
the  easiest  way  to  plunge  into  your  business 
internationally  is  using  AT&T  International 
Long  Distance  Service. 

AT&T  Comes  Through,  when  you 
can't  be  face  to  face.  So  you  can  still  find  out 
what  your  clients  are  up  to.  How  they  are. 
What  they're  thinking.  You  can  discover  new 
business  opportunities.  Discover  that  the 
more  you  call,  the  more  you  know.  And  the 
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more  you  know,  the  better  you  do  business. 

And  if  you  want  to  discover  more 
about  what  AT&T  can  do  for  your  business, 
know  this:  1  800  222-0400,  ext.  841. 
Your  Account  Executive  or  an  AT&T  Sales 
Representative  will  fill  you  in.  And  remind 
you  of  something  you  may  already  know: 

From  Equipment  to  Networking, 
from  Computers  to  Communications, 
AT&T  is  the  right  choice. 


AT&T 

e  right  choice. 


Yes,  the  SEC  is  nailing  fat-cat  insider  traders.  But,  meanwhile, 
outright  crooks,  big  and  small,  prey  on  the  investing  public 
almost  with  impunity.  Are  the  laws  inadequate?  Or  are  the  cops? 


Crime  wave 

"Robbing  a  bank's  no  crime 
compared  to  owning  one!" — Bertolt  Brecht 


ROM  THE  MID-1970S  TO 

1986  the  notorious  First 
Jersey  Securities  ran  a  gi- 


B™  ant  and  well-documented  nationwide  stock  ma 
■Hh  nipulation  scheme  that  victimized  thousands  of 
investors  out  of  countless  millions  of  dollars  (Forbes,  July 
16,  1984).  Robert  Brennan  has  retreated  from  the  scene 
with  only  part  of  his  fortune  intact,  but  even  bigger  buck- 
et-shop operations  survive  and  prosper.  Denver-based 
Blinder,  Robinson  &  Co.  (Forbes,  Apr.  20)  may  collect  $200 
million  this  year  from  its  still-growing  clientele,  in  large 
part  by  inflating  and  jiggering  the  prices  of  the  penny 
stocks  it  peddles. 

If  you  walked  into  any  bank  in 
the  U.S.,  pointed  a  gun  at — or 
merely  threatened — the  teller  and 
took  even  $1,000,  the  chances  are 
excellent  that  you  would  wind  up 
in  jail.  Maximum  sentence:  20 
years,  eligible  for  parole  after  one- 
third  the  sentence  length.  But  bank 
robbery  is  pretty  dumb  these  days, 
since  in  this  country  there's  a  far 
more  civilized  and  risk-free  way  to 
steal.  Hang  up  a  brokerage  shingle 
and  peddle  stocks  of  little  or  no 
value. 

The  men  behind  First  Jersey  and 
Blinder,  Robinson  are  watching  the 
sunset  this  summer,  not  from  be- 
hind bars,  but  from  nice  homes  in 
ritzy  neighborhoods.  First  Jersey  is 
essentially  still  doing  business  un- 
der another  name  (Sherwood  Capital,  certain  executives  of 
which  are  now  being  investigated  by  a  federal  grand  jury), 
and  the  fortunes  of  Blinder,  Robinson  have  never  been 
better. 

How  do  they  scam  the  public?  First  Jersey  raised  well 
over  $100  million  through  stock  offerings  for  International 
Thoroughbred  Breeders,  a  company  controlled  by  the 
firm's  then-president,  Robert  Brennan,  and  set  up  to  fulfill 
his  dream  of  becoming  a  big  shot  in  racing.  With  First 
Jersey  brokers  trading  it  back  and  forth  between  trusting 
customers  in  various  offices,  the  stock  kicked  as  high  as 
\\lA.  Recently  it  collapsed  to  a  more  realistic  69  cents. 
Fantasy  for  Brennan,  nightmare  for  investors.  And  that, 


By  Richard  L.  Stern 
and  Matthew  Schifrin 


believe  it  or  not,  was  one  of  First 
Jersey's  better  deals.  One  of  Blind- 
er, Robinson's  hottest  stocks,  King 
of  Video,  went  from  15  cents  a  share  in  1981  to  more  than 
35  cents  within  a  year.  It  is  now  at  a  penny.  But  Blinder's 
troops  are  still  out  pushing  the  failing  video  distributor 
under  the  name  of  its  new  holding  company,  Source  Ven- 
ture Capital. 

These  are  some  of  the  bigger  boys  on  the  block.  They 
make  part  of  their  money  from  the  brokerage  fees  generat- 
ed when  they  churn  their  customers'  accounts.  But  the 
obscene  profits  come  because  they  own  these  dicey  stocks 
themselves — always  bought  low 
and  unloaded  on  their  customers  at 
increasingly  high  prices.  Hundreds 
of  far  smaller  boiler  rooms  and 
bucket  shops,  using  similarly  shab- 
by business  practices,  continue  to 
ply  their  trade,  too.  The  dismaying 
truth  is  that  the  men  and  women 
who  operate  these  enterprises 
know  that  they  can  easily  outrun, 
outwit  and  outmaneuver  most  any 
law  enforcement  agency  so  brash 
as  to  think  of  going  after  them. 

And  yet  it  is  safe  to  say  that 
investors  almost  certainly  lost  sev- 
eral billion  dollars  last  year  from 
these  firms,  big  and  small.  For  ex- 
ample, those  operating  in  the  high- 
ly manipulated  and  superrisky 
penny-stock  market  raised  more 
than  $200  million  last  year  just  in 
new  shares  priced  under  $1. 

But  in  an  astounding  number  of  dubious  investments, 
big  and  small,  the  companies  that  are  so  effectively  hyped 
to  the  greedy  and  gullible  are  simply  names  on  paper  with 
no  product  to  sell.  In  one  Utah  case,  for  example,  hundreds 
of  customers  were  taken  for  some  $5  million  when  brokers 
at  Salt  Lake  City-based  Equity  One  Securities  kited  a 
$25,000  public  offering  of  Freedom  Coin  Co.,  a  bogus  rare 
coin  dealer,  from  a  penny  a  share  to  $2,  before  the  scheme 
collapsed  last  year.  Freedom's  promoter  was  fined  about 
$100,000,  and  Equity  One  now  is  operating  under  another 
name,  Fitzgerald,  DeArman  &  Roberts. 

We  have  written  about  many  of  these  folks  ovpr  the 
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Outgoing  SEC  Chairman  John  Shad 
Staff  shrank  as  the  market  boomed. 


years,  as  well  as  brokers  at  more 
reputable  firms  who  manipulate 
kets,  churn  accounts  and  dab- 
ble in  the  other  sleazy  corners  of 
securities  fraud.  Often  our  stories 
have  begun  or  ended  with  a  famil- 
iar question:  "Where  is  the  SEC?" 

Gary  Lynch,  36,  chief  of  enforce- 
ment of  the  SEC,  resents  our  barbs. 
This  conscientious  and  dedicated 
public  servant  says  we  aren't  fair  to 
his  hardworking  agency.  Lynch 
points  out  that  the  SEC  had  "initi- 
ated a  number  of  cases"  going  back 
years  against  First  Jersey,  Blinder 
and  another  shabby  swindler,  Roo- 
ney,  Pace  (Forbes,  Dec.  1,  1986). 
Initiated,  yes;  successfully  prose- 
cuted, no.  All  three  firms  went 
merrily  on,  bilking  investors  even 
as  the  commission's  proceedings 
wound  their  way  slowly  through 
the  SEC  and  the  courts.  "That's  part  of  the  American 
system  of  fair  justice,"  says  an  exasperated  Lynch.  "These 
people  have  a  right  to  appeal,  they  have  a  right  to  due 
process  and  to  be  treated  the  same  as  anyone  before  our 
agency.  That's  the  law." 

Lynch  should  have  said  that's  the  way  the  courts  are 
interpreting  the  law.  With  our  courts  more  concerned 
these  days  with  rights  than  with  wrongs,  smart  lawyers 
can  quite  easily  maneuver  slippery  clients  through  loop- 
holes in  the  law.  Brennan  at  First  Jersey  Securities  was  a 
prime  example.  In  the  end,  he  quit  the  business  under  his 
own  steam,  taking  many  millions  of  dollars  with  him. 
Recently  a  federal  judge  slapped  down  the  state  of  Maine 
when  it  tried  to  get  a  better  settlement  for  Brennan's 
victims. 

Enforcement  chief  Lynch  proudly  points  out  that  the 
commission  brought  312  enforcement  cases  in  1986 — up 
61%  since  1981.  That's  good  but  not  nearly  good  enough. 
Over  the  period  in  which  the  SEC  started  61%  more 
actions,  trading  volume  more  than  tripled,  and  the  number 
of  broker/dealers  more  than  doubled.  Investor  complaints 
to  the  SEC  have  gone  up  nearly  55%  in  the  same  period,  to 


about  25,000. 

In  the  same  period  the  agency's 
staff  declined  by  4%.  "It's  like  a 
city  tripling  in  size,  while  its  police 
force  declines  by  4%,"  says  formei 
SEC  staffer  Richard  Phillips,  now  a 
prominent  Washington  attorney. 

The  fundamental  problem  seems 
to  be  that  the  U.S.  simply  does  nol 
take  securities  crime  seriously 
enough.  It's  a  quiet  crime.  Nobody 
dies  from  it.  As  with  other  crimes 
many  of  the  victims  are  too  embar- 
rassed to  complain.  There  are  nc 
vociferous  lobbies  for  victims  oi 
securities  fraud.  On  the  contrary 
the  crooks  often  dispense  political 
largesse  and  enjoy  a  certain  amouni 
of  immunity. 

No  wonder  that,  as  things  now 
stand,  con  men  are  too  often  able 
to  thumb  their  noses  at  regulators 
Colorado  Division  of  Securities  Commissioner  Royce 
Griffin  and  his  New  York  counterpart,  Orestes  Mihaly,  say 
that  the  Willie  Suttons  of  the  brokerage  business  simply 
don't  have  to  worry  about  criminal  prosecution.  When  I 
believes  it  has  a  serious  case,  the  Securities  &  Exchange 
Commission  usually  has  three  alternatives:  It  can  ask  i 
U.S.  attorney  to  bring  a  criminal  case,  it  can  file  a  civil  suii 
in  federal  court,  or  it  can  move  the  case  through  its  owr 
administrative  law  procedure. 

Under  John  Shad's  reign  as  SEC  chairman  (he's  leaving 
to  be  U.S.  ambassador  to  the  Netherlands),  criminal  prose 
cution  was  pursued  relatively  infrequently.  Of  the  29£ 
enforcement  actions  (injunctive  actions  and  administra 
tive  proceedings)  initiated  by  the  SEC  in  1986,  85  were 
referred  to  the  Justice  Department  for  criminal  prosecu 
tion.  Contrast  that  with  1 16  out  of  287  ten  years  ago. 

"The  penalties  don't  fit  the  crime,"  says  Colorado's 
Griffin.  "A  $10,000  fine  or  a  30-day  suspension  isn't  goinj 
to  terrify  con  men."  Regulatory  slaps  on  the  wrist  anc 
high-priced  legal  counsel  "become  a  cost  of  doing  business 
for  securities  violators,"  says  New  York's  Mihaly. 
The  toughest  civil  penalty,  permanently  barring  a  bro 


The  industry's  boom  . . . 


Ignited  by  the  robust  runup  in  the 
stock  markets,  the  SEC's  workload 
has  exploded  in  the  last  ten  years.  Last 
year,  with  market  volume  up  almost 
sevenfold  over  the  decade,  400,000 
documents  were  received  by  the  SEC. 
In  those  same  years,  the  number  of 
stocks  and  bonds  registered  by  the 
commission  and  the  number  of  bro- 
kers peddling  these  securities  more 
than  doubled.  In  sharp  contrast,  the 
agency's  budget  has  increased  mod- 
estly with  inflation,  while  the  num- 
ber of  people  on  staff  has  actually 
dropped  by  4.5%.  No  wonder  the 
number  of  enforcement  actions  hasn't 
changed  much  since  1976. 
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SEC  enforcement  chief  Gary  Lynch 
"They  have  a  right  to  due  process 


ker  from  selling  securities,  rarely 
accurs.  "Let's  face  it,"  says  Griffin, 
'it's  very  hard  to  get  kicked  out  of 
the  securities  business."  Short  sus- 
pensions have  come  to  be  known 
rjn  Wall  Street  as  "Caribbean  vaca- 
tions." One  lawyer  explains,  "Part 
rjf  my  job  for  clients  was  to  post- 
none  cases  long  enough  so  they 
;ould  take  suspensions  around 
Christmas  time,  which  is  a  slow 
season  on  Wall  Street  anyway." 

A  measure  of  the  casual  ap- 
Droach  to  securities  fraud  that  per- 
meates the  entire  government  bu- 
reaucracy is  the  Justice  Depart- 
ment's general  unwillingness  to 
:ake  SEC  cases  unless  there  are 
leadlines  to  be  made.  The  SEC, 
ifter  all,  has  to  convince  the  Jus- 
rice  Department  to  take  them. 
With  the  exception  of  a  handful  of 
U.S.  Attorneys  in  states  like  New  York  and  New  Jersey, 
most  federal  prosecutors  aren't  interested.  Why?  Securi- 
ries  cases  are  far  more  complex  and  harder  to  try — and 
win — than  the  typical  bank  robbery. 

But  even  using  civil  proceedings,  the  commission  could 
put  securities  scammers  out  of  business  a  lot  faster  than  it 
loes.  Delay  is  built  into  the  system.  The  commission  itself 
must  review  and  approve  all  formal  investigations  before 
rhey  begin.  Most  times  when  an  SEC  investigator  wants  to 
issue  a  subpoena  and  conduct  a  formal  investigation,  long 
memos  are  prepared,  reviewed  in  the  home  office  and  then 
sometimes  further  reviewed  by  as  many  as  four  or  five  SEC 
divisions  in  Washington  before  receiving  final  approval  by 
rhe  commission.  The  time  elapsed  is  frequently  three  to 
six  weeks. 

Once  an  action  is  started,  the  SEC  all  too  often  prefers 
its  own  administrative  proceeding,  with  its  own  adminis- 
rrative  law  judges,  to  a  more  potent  civil  injunctive  case  in 
rederal  court.  Why?  First,  the  commission  is  far  less  likely 
:o  lose  a  case  before  one  of  its  own.  But  administrative 
:ases  are  often  the  slowest-moving.  Even  when  the  SEC 
wins,  such  cases  can  be  appealed  by  the  defendants 


through  the  federal  courts. 

An  administrative  case  against 
First  Jersey  initiated  in  1979  (under 
Stanley  Sporkin,  who  is  now  a  feder- 
al judge)  was  still  plodding  through 
the  SEC  in  1983.  It  wasn't  until 
1984  that  a  federal  judge  approved 
an  injunction,  which  meant  that  if 
Brennan  continued  his  ways  he 
could  be  criminally  prosecuted. 
Last  year,  under  mounting  pressure, 
Brennan  got  out  of  the  business  and 
sold  the  firm,  thus  faring  far  better 
than  his  customers.  Several  First 
Jersey  employees  were  criminally 
prosecuted  by  U.S.  Attorneys  for 
lying  to  the  SEC,  but  the  govern- 
ment lost  all  the  cases. 

Or  take  the  latest  action  against 
Blinder,  Robinson.  The  case  in- 
volved fraud  committed  in  1979. 
The  action  crawled  through  the  ad- 
ministrative system  until  last  December,  when  a  commis- 
sion decree  finally  banned  Meyer  Blinder  from  the  busi- 
ness. Still,  Blinder  is  appealing  in  the  courts  and  his  firm  is 
growing  each  day.  It  runs  advertisements  in  local  newspa- 
pers for  customers  and  for  salesmen,  and  politicians  like 
Gary  Hart  have  taken  campaign  contributions  from  Meyer 
Blinder. 

Another  way  the  SEC  all  but  guarantees  that  crooked 
companies  will  escape  serious  prosecution:  The  agency 
often  refers  investors'  complaints  to  the  tedious  and  toler- 
ant enforcement  bureaus  at  the  various  stock  exchanges 
and  the  NASD.  Numerous  investor  complaints  in  the 
spring  of  1985  against  the  notorious  Rooney,  Pace,  for 
example,  were  turned  over  to  the  New  York  Stock  Ex- 
change, where  Rooney,  Pace  was  a  member.  In  the  sum- 
mer of  1986  New  York  Stock  Exchange  officials  discovered 
that  Rooney,  Pace  was  out  of  capital.  The  exchange  could 
have  closed  the  firm,  but  that's  not  how  it  treats  members. 
Rooney,  Pace  continued  to  operate  and  swindle  investors 
until  it  closed  early  this  year. 

With  the  boom  in  securities  markets,  the  number  of 
registrations  filed  with  the  agency  has  more  than  doubled 
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in  ten  years.  Hidden  in  this  avalanche  of  paper,  naturally, 
is  an  increasing  number  of  fraudulent  companies  and 
phony  securities  offerings.  But  the  commission's  response 
has  been  to  turn  away  rather  than  look  closer.  Chairman 
Shad  ordered  his  staff  to  move  that  paper.  One  Shad  policy: 
All  initial  public  offerings  must  be  reviewed  within  30 
days  of  filing.  The  result  often  has  been  perfunctory  review 
of  new  securities  filings,  including  notoriously  fraudulent 
blind  pools.  One  example  is  Memory  Metals,  a  public 
offering  in  November  1 984,  which  went  through  without  a 
hitch  although  the  slightest  investigation  by  the  SEC 
would  have  revealed  it  was  the  same  scam  the  agency  had 
put  out  of  business  nine  years  before. 

The  commission  admits  that  it  gave  full  review  to  just 
14%  of  the  76,708  full  disclosure  filings  of  all  kinds  that  it 
received  last  year.  Only  1,741  of  the  12,000  10-Ks  that 
were  filed  were  reviewed. 

Shad  told  Forbes  that,  with  computerization,  the  elimi- 
nation of  unnecessary  filing  reports  and  other  manage- 
ment changes,  his  smaller  staff  is  actually  able  to  do  more 
work — including  review  more  documents — than  it  has  in 
years.  Shad  says  SEC  reviews  of  corporate  disclosure  fil- 
ings have  increased  71%  since  1981.  He  says  that  broker/ 
dealer  inspections  are  up  73%,  while  the  number  of  bro- 
ker/dealers is  up  only  57%.  Every  initial  public  offering 
that  is  an  equity  offering  is  reviewed. 

True,  but  the  fact  remains  that  less  than  15%  of  the 
filings  were  scrutinized  last  year.  The  73%  jump  in  broker/ 
dealer  inspections  means  that  481,  or  less  than  5%,  were 
examined. 

New  investment  products  are  proliferating  as  fast  as  old 


scams.  The  last  time  anything  similar  happened  was  in  the 
early  1960s,  and  at  that  time  Congress  demanded  action 
from  the  commission.  It  had  become  increasingly  apparent 
that  the  SEC  was  not  adjusting  to  the  rapidly  changing 
industry  environment,  including  the  increasing  impor- 
tance of  institutional  trading.  A  major  trading  scandal  had 
erupted  at  the  American  Stock  Exchange.  Congress  or- 
dered a  so-called  Special  Study  of  Securities  Markets, 
authorized  the  budget  and  the  staff,  and  made  it  clear  that 
it  was  willing  to  act  on  the  recommendations  of  the  panel. 
It  made  numerous  recommendations,  including  extending 
reporting  requirements  to  over-the-counter  companies. 
Most  of  the  recommendations  were  enacted  either  as  new 
law  or  as  amended  commission  rules. 

Can  the  U.S.  afford  to  spend  more  money  to  go  after 
securities  fraud?  The  SEC  pays  its  own  way  through  the 
fees  it  collects.  Since  1983  it  has  in  effect  been  running  a 
budget  surplus.  In  1986  it  collected  twice  as  much  as  it 
spent.  The  agency  throws  its  earnings  into  the  U.S.  Trea- 
sury's general  fund. 

Can  the  government  do  more  about  securities  fraud 
without  tying  up  the  capital  markets  in  red  tape  and 
hampering  their  efficient  functioning?  Of  course  it  can. 
Certainly,  much  of  the  deregulation  of  the  markets  has 
been  for  the  best  so  far  as  the  economy  is  concerned. 
Anyway,  new  laws  are  not  what  is  needed.  More  vigorous 
enforcement  of  existing  laws  would  do  the  trick.  There  is 
something  wrong  with  a  situation  wherein  rampant  fraud 
is  practiced  with  impunity.  In  the  area  of  protecting  the 
small  and  the  not-so-small  investor  from  outright  con 
men,  the  SEC  is  falling  down  badly.  ■ 


By-product  of  cocaine 


Just  this  April  a  determined  group  of 
six  agents  from  Chicago's  organized- 
crime  strike  force,  the  FBI  and  the  SEC 
won  convictions  against  five  men  in  U.S. 
District  Court  in  New  York  for  a  stock 
swindle  that  cheated  at  least  200  inves- 
tors across  the  country  out  of  perhaps 
$200,000.  Relatively  small  stuff,  yet  se- 
curities regulators  at  the  SEC  were 
amazed.  They  say  it  was  only  the  fourth 
or  fifth  time  in  maybe  15  years  that  stock 
manipulation  has  been  proved  in  a  crimi- 
nal court. 

The  sad  fact  is  that  this  one,  too, 
would  probably  never  have  been  nailed  if 
one  of  the  swindlers  hadn't  also  been  involved  in  a 
lively  cocaine  business. 

Sam  Sarcinelli,  known  for  doing  business  with  the 
Chicago  Mafia,  was  busted,  in  1985,  for  running  a  major 
cocaine  wholesaling  business.  When  the  feds  subpoe- 
naed files  from  his  California  office,  they  found  records 
that  helped  show  how,  back  in  1980,  Sarcinelli  and  four 
buddies  had  started  out  to  steal  $7  million  or  so  by 
manipulating  the  price  of  a  penny  stock  called  Europe- 
an Auto  Classics.  Three  of  the  five  were  licensed  stock- 
brokers and  the  fourth  was  a  well-known  New  York- 
based  penny  stock  hustler  named  Jack  Ringer.  By  con- 
trolling the  number  of  shares  available  in  the  market 
and  by  staging  phony  trades  among  themselves  at  in- 
creasing prices,  they  ran  the  price  of  European  Auto 
Classics  from  a  penny  to  about  6  cents  a  share.  Because 
of  the  phony  accounts,  the  exact  number  of  victims  will 


Sam  Sarcinelli 
Swindler  turned  snitch 


never  be  known.  But  as  many  as  200 
stockholders  were  left  holding  worthless 
shares  after  the  five-month  price  runup 
collapsed  in  October  1980. 

European  Auto  was  a  startup  used-car 
dealership  that  was  liquidated  for  unpaid 
taxes  shortly  after  its  stock  collapsed. 
Ringer  and  the  three  brokers  received 
prison  sentences  of  4  to  6  years  on  their 
convictions  for  their  crimes.  Sarcinelli, 
who  testified  for  the  government,  got  off 
with  no  time  added  to  his  current  12- 
year  drug  and  income  tax  sentence. 

Sarcinelli  and  the  seized  records  re- 
vealed that  the  five  intended  to  run  up 
the  share  price  to  at  least  15  cents  before  selling  out,  but 
the  scheme  broke  down  when  Sarcinelli  suspected  he 
was  being  cheated  by  his  fellow  manipulators. 

"Other  stocks  were  being  manipulated  by  these  char- 
acters," says  Mitchell  Mars,  who  led  the  prosecution 
team  for  the  government's  Chicago  organized-crime 
strike  force.  "This  was  not  an  isolated  incident." 

That's  putting  it  mildly.  One  of  the  convicted  bro- 
kers, for  example,  was  Herbert  Stone,  who  worked  for 
something  called  Norbay  Securities  in  Bayside,  N.Y. 
Stone  has  since  been  named  in  an  SEC  civil  action 
alleging  a  manipulation  in  1985  of  shares  of  Magna 
Technologies,  a  phony  company  that  supposedly  was  to 
develop  a  polyester  thermal  pouch  for  keeping  bever- 
ages cold.  Even  as  you  read  this  article,  your  telephone 
may  be  ringing  with  a  call  from  some  hustler  pushing 
phony  stocks. — David  Henry 
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Excellence 

is  good  people  and  hard  work. 


To  appreciate  excellence,  just  compare  it  to  the 
average  service  available  elsewhere.  Our  people 
combine  professionalism  and  imagination  with 
hard  work  -  to  give  you  a  most  pleasant  surprise. 


UBS  -  committed  to  excellence. 


S  in  the  United  States:  New  York  Branch  (299  Park  Avenue,  New  York, 
10171),  Chicago,  Houston,  Los  Angeles,  San  Francisco.  UBS  in  Canada: 
gary,  Montreal,  Toronto.  UBS  worldwide:  in  all  important  financial 
iters  around  the  globe.  Head  Office:  Union  Bank  of  Switzerland, 
mhofstrasse  45,  CH-8021  Zurich. 
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andard  Brands  Paint,  the  West  Coast  do- 
"-yourself  chain,  looks  ripe  for  plucking. 


Painted  into 
a  corner 


By  marc  Beauchamp 

Rumors,  only  rumors,"  Chair- 
man Stuart  Buchalter  told  his 
shareholders  at  Standard 
Brands  Paint  Co.'s  May  29  annual 
meeting.  The  story  was  that  someone 
had  been  buying  blocks  of  shares  of 
the  Torrance,  Calif.-based  do-it-your- 
self paint  discounter.  Given  the  com- 
pany's stock  performance  in  recent 
years,  shareholders  could  be  forgiven 
for  wishing  that  the  takeover  talk  was 
more  than  rumor. 

At  a  recent  $23  a  share,  Standard 
Brands  fetches  less  than  it  did  in  1983, 
when  the  bull  market  was  still  a  calf. 
Last  year  Standard  Brands  earned  $15 
million  on  sales  of  $327  million,  less 
than  it  earned  in  1980  on  sales  of  $210 
million.  Profits  are  off  nearly  28% 
since  the  1984  peak. 

These  mediocre  results  are  all  the 
more  surprising  since  Standard 
Brands  caters  to  the  do-it-yourself 
home  repair  crowd,  one  of  the  fastest- 
growing  retail  segments  around.  It 
sells  home  decorating  products  such 
as  paint,  carpet,  wallpaper,  window 
coverings  and  art  supplies  at  discount 
prices  through  140  company-owned 
stores  in  95  cities  in  nine  western 
states.  Standard  Brands  makes  80%  of 
the  paint  it  sells. 

Touted  as  an  "emerging  growth 
glamour  stock"  in  the  early  1970s, 
Standard  Brands  at  one  point  traded  at 
50  times  earnings  and  nearly  10  times 
book  value.  In  those  days,  however, 
sales  were  growing  at  a  more  than 
15%  annual  clip  as  the  company  ex- 
panded its  small  store  base  in  fast- 
growing  California.  Until  1980  earn- 
ings had  grown  every  year  since  three 
brothers,  Ike,  Dan  and  J.B.  Greenberg, 
founded  the  company  in  1939. 

But  the  company,  blinded  by  its 
success,  simply  failed  to  recognize 
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Standard  Brands  Paint's  Buchalter 


On  the  defensive. 

that  powerful  competitors  were  forc- 
ing important  changes  in  its  business. 
Beefier  warehouse  chains  like  Home 
Depot  and  the  Wickes  Cos.'  Builders 
Emporium  blew  into  the  market  of- 
fering a  far  wider  array  of  merchan- 
dise, one-stop  shopping  convenience 
and,  often,  lower  prices.  The  giant 
(average  30,000  square  foot)  competi- 
tors, operating  on  supermarket-thin 
margins,  carry  most  of  what  Standard 
Brands  stocks  plus  a  lot  more — patio 
furniture,  lumber,  plumbing  and  gar- 
dening supplies,  for  example.  They 
often  discount  paint  to  draw  custom- 
ers who  then  walk  out  with  higher- 
margin  tools,  lighting  and  plumbing 
fixtures  along  with  a  gallon  of  paint. 

But  Standard  Brands  stuck  to  its 
narrower  product  list,  its  no-longer- 
lowest  prices  and  its  unconditional 
money-back  guarantee.  Last  year  total 
sales  dipped  3%.  (Sales  at  stores  open 
more  than  a  year  declined  5.2%.) 

Standard  Brands'  policy  of  promot- 
ing from  within,  another  article  of 
faith,  seems  to  have  produced  an  over- 
whelming case  of  management  myo- 


pia. President  Marvin  Wager,  62,  has 
been  around  since  1952.  When  Sidney 
Greenberg,  son  of  Dan  (one  of  the 
cofounders),  retired  as  chairman  in 
1981,  the  board  of  directors  looked  to 
an  outsider  for  new  ideas.  It  got  no 
further  than  Stuart  Buchalter,  corpo- 
rate counsel.  Buchalter,  49,  is  person- 
able and  quick,  but  a  merchandising 
star  on  the  Samuel  Walton  or  Leslie 
Wexner  model  he  is  not.  "We've 
coasted  a  little  bit,"  confesses  Wager. 
"But  now  we're  changing  gears." 

These  days  that  means  spiffier  dis- 
play racks  for  the  stores  and  new, 
modern  colors  for  the  paint,  tile  and 
wallpaper.  Buchalter  seems  to  think 
that  after  years  of  advertising  that 
stressed  the  lowest  prices,  Standard 
Brands  can  now  make  it  on  service. 
Salespeople  help  customers  match 
paint,  wallpaper  and  tile.  For  $25 
salespeople  will  go  to  a  customer's 
home  to  size  up  a  job.  Buchalter  is 
also  building  a  few  smaller  (6,000  to 
7,000  square  feet,  vs.  15,500  for  a  nor- 
mal outlet)  stores  in  smaller  cities  to 
try  to  get  out  of  the  line  of  fire  from 
the  warehouse  chains. 

Despite  its  woes  as  a  retailer,  Stan- 
dard Brands  does  have  the  markings  of 
an  attractive  acquisition.  It  has  an 
established  customer  base,  a  well- 
known  name  in  paint  and  state-of- 
the-art  paint  plants  in  Torrance  and 
Denver  worth  an  estimated  $50  mil- 
lion. Better  yet,  it  owns  the  land  un- 
der all  but  12  stores.  The  company's 
real  estate,  carried  on  the  books  at  $48 
million,  is  conservatively  worth  $125 
million  for  the  land  alone,  according 
to  James  Schmitt,  a  Somis,  Calif,  in- 
vestment analyst  who  studied  its 
holdings.  A  sale-leaseback  of  the  store 
sites  would  likely  go  a  long  way  to- 
ward paying  down  the  cost  of  a 
buyout.  While  Standard  Brands'  11 
million  shares  sell  at  17  times  earn- 
ings, they  trade  at  just  1.5  times  its 
understated  book  value.  Insiders  own 
only  1.3%  of  the  company. 

It's  hardly  surprising  that  Buchalter 
can  rattle  off  a  short  list  of  potential 
buyers,  including  The  Sherwin-Wil- 
liams Co.,  Britain's  Imperial  Chemi- 
cal Industries  Pic.  (which  last  year 
bought  the  Glidden  paint  line)  and 
Minneapolis-based  Valspar  Corp.  The 
most  logical  fit  would  seem  to  be  $1.6 
billion  (sales)  Sherwin-Williams  of 
Cleveland.  It  sold  its  Gray  Drug  Fair 
division  for  an  estimated  $120  mil- 
lion and  is  keen  to  expand  its  paint 
business.  With  1,700  retail  stores,  it 
has  a  scant  presence  in  the  West. 

Does  anyone  think  Standard  Brands 
will  be  around  as  an  independent 
company  in  five  years?  Buchalter 
purses  his  lips.  "It  might,"  he  says.  ■ 
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This  is  Motorola's 
newest  super- 
microcomputer. 


Motorola's  System  8000  Model  100  features  the  MC68020 
microprocessor,  six-slot  VMEbus  chassis,  high  performance 
disk  drives  and  streaming  tape  backup  for  one  to  eight 
users.  For  more  information,  call  800-262-4488,  ext.  746. 
In  California,  call  800-252-4488,  ext.  746. 

®  I'NIX  is  a  registered  trademark  p|  AT&T       Available  June,  1987 

'C  IS)87  Motorola,  Int  Motorola  ami  ®  are  registered  trademarks  ol  Motorola.  Inc. 

It's  smaller. 
It's  friendly. 
It's  fast. 

ItsUnixY3 
system  provides 
easy  access  to 
data,  files, 
and  increased 
productivity. 

M)  MOTOROLA 


Advanced  Electronics  for 
a  More  Productive  World. 


"We've  made  a  $200  million  investme 


Revenues  per  Employee 


1982 


$207,000 


$340,000 


Current  yield  wasn't  our  goal.  With  that  $200  million 
we're  continuing  to  automate  operations,  ours  and  those 
of  our  agents,  for  a  long-term  return:  higher  productivity, 
better  service. 

It's  showing  results.  Revenues  per  employee  have 
jumped  64%  since  1982.  Many  agents  can  price  many  c 
our  policies  in  minutes  rather  than  hours.  And  issue  then 
overnight  instead  of  in  weeks.  Claims  processing  is  more 


it  isn't  yielding  a  penny." 


icient.  Adjusters  can  verify  most  policyholder  coverages 
stantly.  And  many  of  our  offices  here  and  abroad  now 
are  on-line  underwriting  information. 
An  investment  in  automation.  Just  one  of  our  efforts  to 
lild  market  leadership  positions  by  better  meeting  dis- 
butor  needs.  For  our  latest  annual  report,  write:  The 
Dntinental  Corporation,  Dept.  CCRG,  180  Maiden  Lane, 
e?w  York,  NY  10038.  Or  call  (212)  440-7747. 


The  Continental  Corporation 

We  htive  the  future  covered." 


Continental 
Insurance 


down  on  sweets  may  be  good  for 
,  but  not  for  Hershey  Foods  Corp. 

The  high-profit 
candy  habit 


By  Janet  Novack 

1IKE  A  CREAMY  CUp  of  hot  cllOCO- 
_  late  before  bedtime,  Hershey 
I  Foods  Corp.  seems  to  put  Wall 
Street  to  sleep.  While  a  lot  of  food 
companies  have  gone  on  merger  and 
divestiture  binges,  becoming  the  hot 
stocks  of  the  week,  Hershey,  less  no- 
ticed, has  plodded  profitably  along. 

Wall  Street  nods  off,  partly  because 
Hershey  is  no  takeover  play.  Founder 
Milton  Hershey  left  the  company  to  a 
trust  benefiting  a  school  for  boys  (now 
girls,  too)  who've  lost  a  parent.  Last 
year  the  trust  cut  its  holdings  to  42% 
of  Hershey's  common,  but  it  still  re- 
tains 77%  voting  control  through  a 
new  class  of  super  stock. 

Boring?  Not  at  the  bottom  line. 
Hershey  has  in  its  own  staid  Pennsyl- 
vania Dutch  way  become  a  somewhat 
more  diversified  food  company.  It 
moved  into  family  restaurants,  pasta 
and  even  into  a  coffee  service  busi- 
ness. But  fortunately  for  shareholders, 
through  all  that,  it  never  ignored  its 
sweet  tooth.  This  93-year-old  choco- 
late maker  is  still  squeezing  most  of 
its  profits  from  the  sweetest  end  of  its 
business.  And  for  all  its  diversifica- 
tion talk,  Hershey  is  today  buying 
candy  companies  again. 

Candy  accounted  for  66%  of  Her- 
shey's $2.2  billion  in  1986  sales  and 
fully  80%  of  pretax  profits.  Heavy  ad 
spending,  incessant  fine-tuning  of  ex- 
isting products,  successful  new  prod- 
uct introductions  and  line  extensions 
produced  a  16.3%  operating  profit 
margin  on  sweets  last  year — the  fat- 
test in  a  decade. 

The  results  from  Hershey's  diversi- 
fication  bids,  in  contrast,  have  ranged 
from  fair  to  poor.  Hershey's  835-unit 
Friendly  family  restaurant  chain  has 
umed  nearly  half  of  its  capital 
f-Ung  in  the  last  few  years.  Friend- 


ly kicked  in  25%  of  revenues  and  just 
17%  of  profits  last  year.  A  collection 
of  pasta  brands  (including  San  Gior- 
gio, Skinner  and  American  Beauty) 
contributed  9%  of  revenues  and  only 
3%  of  profits.  The  coffee  service  busi- 
ness was  sold  in  1985. 

Still,  net  income  grew  in  1986  to 
$132.8  million,  or  $1.42  a  share,  up 
11%  from  1985  on  continuing  opera- 


Jeffrev  MjiMiN.hi 


Hershey  's  Richard  Zimmerman 
Back,  buying  candy  companies. 


tions.  In  this  year's  first  quarter,  per- 
share  net  was  up  24%  from  the  same 
period  last  year,  with  analysts  expect- 
ing at  least  a  16%  gain  for  the  full 
year.  All  of  which  has  pushed  Her- 
shey's stock  as  high  as  30  in  the  last 
12  months.  It  recently  traded  around 
25  to  26,  compared  with  a  13  to  16 
range  (adjusted  for  a  three-for-one 
1986  stock  split)  two  years  ago. 

Even  so,  Hershey  still  strikes  some 
analysts  as  undervalued.  Prudential- 
Bache's  John  McMillin,  for  example, 
figures  Hershey  was  selling  recently 
at  an  "unwarranted"  14%  discount  to 
the  other  packaged  food  stocks  he  fol- 
lows. McMillin's  gripe  is  that  folks 
don't  seem  to  realize  chocolate  and 
candy  is  a  growth  area  for  Hershey. 
Fears  that  a  nation  obsessed  with 
thinness  might  sour  on  sweets  proved 
unfounded.  Both  Americans'  weight 
(Forbes,  Nov.  17,  1986)  and  per  capita 
candy  consumption  are  rising.  Cocoa 


beans,  which  peaked  in  1977  at  $2.60 
a  pound,  are  now  below  $1. 

At  one  time,  of  course,  Hershey 
really  was  a  complacent  old  company. 
It  began  to  advertise  only  in  1970  and 
lost  market  share  in  the  late  1960s 
and  early  1970s  to  Mars  Inc.,  the  se- 
cretive Virginia  company  that  ranks 
seventh  with  an  estimated  $7  billion 
in  sales  on  Forbes'  list  of  largest  pri- 
vate companies.  In  1975  Mars  had 
38%  of  the  supermarket  candy  bar 
market  to  Hershey's  27%. 

But  since  1975  Hershey's  combined 
advertising  and  promotional  spending 
has  grown  from  3.7%  to  10.1%  of 
sales.  Its  supermarket  share  is  now 
36%,  a  point  behind  Mars.  Hershey 
still  lags  Mars  38.5%  to  31.5%  at 
newsstand  and  other  candy  counters, 
but  it's  gaining. 

New  products  such  as  Skor,  a  toffee 
bar  for  adult  tastebuds,  have  helped. 
Old  standbys  like  Hershey's  Kisses 
have  made  smart  gains  as  well.  How 
many  ways  can  you  build  sales  for  the 
64-year-old  Reese's  Peanut  Butter 
Cup  line?  Hershey  has  boosted  cup 
weights,  improved  product  freshness, 
and  now  dresses  miniature  cups  in  red 
and  green  for  Christmas.  Result:  five- 
year  compound  annual  dollar  sales 
growth  of  17%. 

But  marketing  isn't  the  only  area 
where  Hershey  is  getting  more  aggres- 
sive. Chairman  and  Chief  Executive 
Officer  Richard  Zimmerman,  55,  says 
he's  ready  to  increase  debt  as  a  per- 
centage of  capital  to  40%  for  the  right 
buy.  At  the  end  of  1986,  it  was  just 
23%,  and  will  hit  30%  with  Hershey's 
latest  acquisition. 

And  Zimmerman  and  his  crew  are 
achieving  diversification  within  the 
candy  and  snack  business  with  prod- 
ucts that  reduce  Hershey's  vulnerabil- 
ity to  cocoa  price  volatility.  Recent 
acquisitions  capitalize  on  Hershey's 
candy  expertise  and  provide  distribu- 
tion or  manufacturing  efficiencies. 
Today  only  45%  of  Hershey's  candy 
sales  come  from  products  that  are 
70%  or  more  chocolate,  down  from 
80%  of  candy  sales  in  1963. 

This  month  Hershey  plans  to  swal- 
low a  $140  million  nugget — RJR  Na- 
bisco's  Canadian  candy  and  nut  oper- 
ation. Late  last  year  Hershey  de- 
voured Dietrich  Corp.,  maker  of 
Luden's  cough  drops,  Mellomints  and 
5th  Avenue  candy  bars,  for  $100  mil- 
lion. These  are  its  first  candy  buys 
since  1977. 

"What  Hershey  is  doing  is  finding 
affordable  acquisitions  in  the  area  it 
knows  best,"  observes  Merrill  Lynch 
analyst  Leonard  Teitelbaum.  "That's 
pretty  impressive."  Our  thoughts 
exactly.  ■ 
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WING  TROUBLE  CONTROLLING 
fOUR  HMOs? 

rhese  days,  controlling  your  company's  health  benefits  program  can  appear  to  be  an  overwhelming 
esponsibility.  But  with  the  HMO-USA  network,  sponsored  by  Blue  Cross  and  Blue  Shield  Plans, 
ou're  in  complete  control. 

No  matter  how  many  HMOs  you  select,  we  make  it  easy  to  get  your  program  off  the  ground.  Thats 
>ecause  we're  the  nations  largest  HMO  network,  with  more  than  90  HMOs  nationwide.  And  we're  still 
rowing.  Which  means  we  can  respond  to  the  needs  of  your  multi-site  employees.  Today  and  tomorrow. 

If  you're  having  a  difficult  time  controlling  your  HMOs,  we  have  lots  of  ways  to  help.  All  you  have 
p  do  is  push  the  right  buttons:  1-800-4-HMO-USA. 

HMO-USA  is  just  one  of  the  many  innovative  products  from  the  nations  Blue  Cross  and  Blue  Shield 
Jlans  designed  to  help  you  effectively  manage  your  health  benefits  program. 


"he  nations  largest  HMO  network. 


Carry  the 
Caring  Card® 

The  card  that  cares  for  the  U.S.  Olympic  Team. 


Blue  Cross 
Blue  Shield 
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570?  Copier.  Automatic 
duplexing  plus  image 
repositioning  and  2,000-sheet 
cassette  forking  runs. 


870CS  Copier.  High-speed 
zoom  copying  with  4,000  sheets 
of  paper  and  a  40-bin  sorter. 


415Z  Copier.  Duplexing  for 
double-sided  copies  and  a 
zoom  range  of  50  to  200%. 


870DDF  Copier.  High-speed, 
automatic-duplexing  zoom 
copier  that  flips  the  paper  so  you 
don't  have  to. 


370  Copier.  Our  economical 
Selecta-color  copier.  Two-color 
copying  at  the  push  of  a  button. 


EP  50  Personal  Copier.  A 
unique  design  makes  this 
personal  copier  less  expensive 
to  use. 


270  Copier.  The  small  copier 
with  big  features.  Ideal  for  small 
office  use. 


201  Electronic  Typewriter. 
Compact  typewriter  with  24- 
character  easy-to-read  "mistake 
catcher''  display. 
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251 F  Electronic  Typewriter. 
External  disk  for  unlimited 
information  storage,  compact 
size  with  advanced  features 
usually  found  on  more 
expensive  typewriters. 


501  Electronic  Typewriter. 
Heavy-duty  typewriter  with  a  32- 
character  display  and  12,000- 
character  memory. 


3702  Copier.  Selecta-color 
copying,  editing,  plus  a  zoom 
range  for  copies  from  64  to  142%. 


PCW-3.  All  the  benelits  of  the 
PCW-1  plus  a  built-in  hard  disk 
and  an  advanced  printer. 


251  Fax  Machine.  Personal  desk- 
top fax  machine,  built-in  phone 
and  copier,  auto-dialing,  polling, 
and  paper-cutting  in  one 
compact  unit. 


470Z  Copier.  This  zoom 
model  was  called  the  "best 
desktop  copier  ever  tested''  by 
an  independent  research  firm. 


410Z  Copier.  Compact  copier 
with  a  wider  50  to  200%  zoom 
range 


PCW-1  with  external  hard  disk 
drive.  Word  processor,  comput- 
er, electronic  typewriter  and 
calculator  all  in  one,  with 
optional  hard  disk  drive. 


771  Fax  Machine.  Half-tone 
transmission,  broadcasting, 
networking,  high  speed,  plus 
memory. 


. .  and  man  could  take  a  longer  lunch. 

The  Minolta  Office  Systems.  Visionaries  saw  it  coming.  Machines  to  copy,  type,  word 
process,  and  collate  the  thoughts  of  man.  A  new  age  in  office  machinery -the  Minolta 
revolution.  Minolta's  advanced  electronic  typewriters,  word  processors,  color  copiers  and 
fax  machines  reduce  office  backup  and  let  you  take  care  of  business,  instead  of  machinery. 
Bring  higher  intelligence  to  your  office.  Call  1-800-237-8087  and  get  the  full  story  about 
the  Minolta  equipment  you  need. 


MINOLTA 


ONLY  FROM  THE  MIND 
OF  MINOLTA 


1987  Minolta  Corporation 


Horvitz  brothers  have  spent  the  last 
ecade  fighting  over  who's  going  to  run 
their  $700  million  empire.  Now  a  judge 
says  they  have  to  sell. 

The  ultimate 
family  feud 


By  Lisa  Gubernick 
and  Ralph  King  Jr. 


SEEN  FROM  THE  STREET,  the  One- 
story  brick  offices  of  Horvitz 
Enterprises,  Inc.  of  Cleveland 
look  about  as  interesting  as,  say,  a 
motor  vehicle  department.  But  enter 
the  magazine-strewn  lobby,  stroll 
past  the  bouffant-coiffed  receptionist 
at  the  switchboard,  open  the  door  to 
the  executive  offices  beyond,  and  you 
enter  a  world  like  no  other 
in  business. 

Here  executives  scream 
obscenities  one  minute, 
then  glower  at  each  other 
the  next.  There  is  an  occa- 
sional fistfight,  at  other 
times  eavesdropping. 

Who  are  these  people? 
Who  else  but  the  heirs  to 
one  of  America's  largest 
family  fortunes,  the  $700 
million  newspaper,  cable 
television  and  real  estate 
empire  of  the  late,  great 
Samuel  A.  Horvitz,  one  of 
the  meanest,  hardest- 
drinking  sons  of  the  Buck- 
eye State. 

The  fighting,  which  has 
been  going  on  pretty 
much  nonstop  for  the  last 
decade,  basically  involves 
S.A.'s  three  sons  and  el- 
dest heirs — Harry,  Leon- 
ard and  William — all  in 
their  60s  and  all  furious  at 
each  other  over  who  will 
gain  control  of  the  busi- 
nesses the  old  cuss  left  be- 
hind. Says  Leonard  Hor- 
vitz:  "What  we  inherited 


smallish  newspapers,  nine  cable  tele- 
vision systems,  a  Cleveland  construc- 
tion company  and  Florida  real  estate 
holdings — an  Ohio  probate  court 
judge  threw  up  his  hands  and  ruled 
that  the  only  way  around  the  impasse 
was  to  liquidate  everything  and  to 
divide  the  proceeds  equally.  Now, 
with  the  help  of  the  same  Goldman, 
Sachs  &  Co.  adviser  who  dismantled 
the  Louisville-based  media  empire  of 
the  Bingham  family,  the  brothers  are 


is  a  curse. 

December  1986,  after 
years  of  court  battles 
:  properties — five 


Patriarch  Samuel  A.  Horvitz 

Creating  a  legacy  of  rivalry  and  revenge. 


preparing  to  cut  up  the  estate.  Virtual- 
ly all  the  properties  are  held  exclu- 
sively in  the  S.A.  Horvitz  Testamen- 
tary Trust,  and  family  members  will 
not  be  permitted  to  buy  any  parts 
when  the  holdings  are  put  up  for  sale. 

That's  certainly  not  the  outcome 
old  S.A.  had  in  mind  when  he  set  up 
the  trust  in  the  1950s.  His  intention 
at  the  time  was  in  fact  just  the  oppo- 
site— to  keep  in  the  family  all  the 
businesses  he  had  created. 

Beginning  as  a  streetcorner  newspa- 
perboy  at  the  age  of  8,  when  his  Rus- 
sian immigrant  father  went  blind, 
S.A.  went  on  to  found  his  own  road 
construction  company  in  1916.  After 
that  came  a  Hollywood,  Fla.  real  es- 
tate development  company  in  the 
1920s.  Perhaps  to  remind  him  of  his 
humble  past,  he  even  bought  two  lo- 
cal Ohio  newspapers. 

Determined  to  control  his  empire 
from  beyond  the  grave,  S.A.  arranged 
his  affairs  so  that  his  assets  would 
revert  to  a  testamentary  trust  upon 
his  death.  The  income  was  earmarked 
for  his  children,  with  the  underlying 
assets  eventually  reverting  to  his 
grandchildren. 

Originally,  all  three  sons  were  des- 
ignated trustees.  But  S.A.  sensed  that 
his  strong-willed  boys  were  ill- 
leMaorio!  society  equipped  to  manage  the 
businesses  harmoniously, 
and  a  solution  unexpect- 
edly presented  itself  to 
him  a  few  months  before 
his  death  in  1956. 

The  opportunity  arose 
when  S.A.  turned  up 
drunk  at  the  home  of  his 
second  son,  Leonard,  and, 
as  witnessed  by  his  chauf- 
feur, was  ordered  off  the 
property.  The  old  man 
staggered  home  and  re- 
wrote his  will  to  strip 
Leonard  of  his  trustee- 
ship, putting  a  business 
crony  in  his  place  as  a 
"neutralizing  factor." 

Upon  S.A.'s  death,  the 
sons  carved  up  manage- 
ment of  the  assets.  Harry 
got  the  newspapers,  Leon- 
ard the  road  construction 
business,  and  William  the 
Florida  real  estate.  Bicker- 
ing began  almost  immedi- 
ately over  who  was  the 
canniest  businessman 
and,  it  followed,  who 
should  have  the  biggest 
voice  in  running  the  trust. 

For  20  years  the  broth- 
ers remained  locked  in  a 
standoff  until  their  moth- 
er, Hattie,  who  had  acted 
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as  a  peacemaker  among  the  three, 
[died  in  1977,  at  the  age  of  82.  Within 
months,  Leonard  and  his  brother  Wil- 
liam had  put  together  a  plan  that 
would  allow  them  to  take  the  profits 
from  Harry's  newspaper  business  and 
plow  them  into  their  businesses. 
When  Harry  learned  that  the  plan  had 
actually  been  implemented,  he  in- 
;  stantly  filed  suit. 

The  lawsuit  unleashed  charges  and 
.  countercharges  worthy  of  Knots  Land- 
ing. Leonard  accused  Harry  of  badger- 
;  ing  their  mother  into  rewriting  her 
will  so  as  to  leave  the  family  home  to 
Harry  alone  instead  of  all  three.  Harry 
countered  that  Leonard  was  sleeping 
around,  a  charge  that  Leonard  cheer- 
Pfully  admitted.  In  1978  the  fight  got 
I  physical — of  all  places  in  the  board- 
room of  the  Horvitz  headquarters,  by 
)  now  known  widely  as  "the  bunker." 
•There,  Harry  and  Leonard  squared  off 
[over  how  much  Harry's  son,  Peter, 
[should  be  paid  as  an  employee  at  one 
j  of  the  family  newspapers.  Seeing  no 
;  other  way  to  make  his  point,  Harry  at 
:  last  kicked  Leonard  in  the  groin,  and 
.'Leonard  responded  with  a  punch  in 
•  the  eye.  Comments  Peter  about  such 
j  comportment,  "Decisions  were  based 
I  on  how  the  [brothers]  felt  when  they 
Iwere  12." 

Exasperated  by  such  goings-on,  the 
|  probate  judge  in  1980  added  three 
( more  outside  trustees  to  the  board  and 
■  also  gave  Leonard  the  trusteeship  his 
!  father  had  denied  him.  The  truce  this 
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\  The  brothers  Horvitz.  Harry,  William  and 
"We  inherited  a  curse." 


was  supposed  to  bring  about  lasted 
less  than  two  years.  In  September 
1981  Harry's  three  children,  then  in 
their  20s,  picked  up  where  Dad  had 
left  off  and  filed  suit  against  the  trust- 
ees and  the  other  beneficiaries.  They 
argued,  in  part,  that  the  trustees  were 
systematically  voting  against  Harry. 
The  suit  provoked  years  of  yet  more 
legal  wrangling,  finally  forcing  the 
probate  judge  last  December  to  order 
the  liquidation  of  the  entire  trust. 

What  damage  did  all  this  acrimony 
do  to  the  actual  businesses?  Not 
much.  The  value  of  the  Horvitz  opera- 
tions is  fortunately  less  dependent  on 
managerial  expertise  than  on  the  ap- 
preciation of  the  various  assets.  All 
five  newspapers  in  the  trust  are  mo- 
nopolies, and  the  single  most  valuable 
piece  of  real  estate,  239  acres  adjacent 
to  Port  Everglades  harbor  near  Fort 
Lauderdale,  has  been  in  the  family 
since  the  1930s.  The  weakest  link  in 
the  Horvitz  chain  is  the  one  that  re- 
quired the  most  management:  Leon- 
ard's road-building  operation,  whose 
revenues  have  been  sluggish. 

Still,  the  growth  in  asset  value  has 
been  impressive.  The  $10  million  (af- 
ter taxes)  estate  the  brothers  took  over 
in  1956  put  the  family  in  The  Forbes 
Four  Hundred  in  1982,  with  an  esti- 
mated net  worth  of  $200  million. 

But  the  Horvitz  brothers  were  more 
concerned  with  who  was  in  charge  of 
the  companies  than  how  much  they 
were  worth.  The  brothers  were  not 


Cleveland  Plain  Dealer 


Leonard  (left  to  right) 


particularly  high  livers.  "We  have 
nice  homes  and  nice  cars,  but  none  of 
us  went  out  and  bought  yachts  or 
racehorses,"  says  Leonard.  For  the 
brothers  Horvitz,  money  was  primari- 
ly for  keeping  score  with  each  other, 
not  for  spending. 

Along  the  way,  the  three  seemed  to 
forget  whom  the  trust  was  created 
ultimately  to  benefit:  their  children. 
And  by  1984,  because  of  the  brothers' 
incessant  bickering,  Harry's  children 
began  to  worry  that  the  value  of  their 
assets  was  beginning  to  erode. 

In  the  end,  of  course,  there  was  no 
choice  but  to  sell.  The  cable  TV  and 
newspaper  properties,  worth  about 
$350  million  at  current  prices,  are  ex- 
pected to  be  sold  by  July  31.  Rumored 
buyers  include  Gannett  and  Times 
Mirror.  Meanwhile,  William  is  pre- 
paring an  offering  prospectus  for  the 
Florida  holdings,  which  include  office 
buildings  and  industrial  tracts  outside 
Fort  Lauderdale  and  are  said  to  be 
worth  about  $300  million.  Leonard's 
construction  company,  likely  to  fetch 
something  more  than  $20  million, 
will  go  on  the  block  later  this  year. 

Why  did  this  come  to  pass?  Perhaps 
Harry  explained  it  best.  "Do  I  love  my 
brothers?"  he  once  rhetorically  asked 
himself  in  one  of  his  papers,  the  Troy, 
N.Y.  Times  Record.  "Probably  not.  I 
didn't  have  anything  to  do  with  their 
birth.  That  was  their  mother  and  fa- 
ther. My  relationship  to  my  brothers 
is  an  accident  of  birth."  ■ 


CSU  Library  Press  Collection 


-  FORBES,  JUNE  29,  1987 


XI 


IT  is  one  of  the  world's  foremost  producers  of 
automotive  equipment. 

IT  is  one  of  the  largest  luxury  hotel  chains  in 
the  world. 

IT  is  a  leader  in  defense  technology. 

IT  is  an  insurance  company  with  assets  of 
$19  billion. 

IT  is  one  of  the  fastest  growing  financial 
service  companies  in  America. 

IT  is  a  partner  in  the  largest  telecommunica- 
tions manufacturing  company  in  the  world. 

What  is  IT? 

ITT  is  a  17.4  billion  dollar  corporation  that  knows 
exactly  where  it  is  going. 

But  it  wasn't  always  this  way. 

A  few  years  ago,  we  were  suffering  from  a  kind  of 
corporate  split  personality 

There  were  businesses  we  could  grow  that  were 
clearly  "Us."  And  others  that  just  as  clearly  weren't. 

We  parted  company  with  many  but  held  on  to 
those  product  and  service  businesses  which  offered 
the  chance  for  industry  leadership. 

Then  we  rolled  up  our  sleeves  and  went  to  work  to 
help  those  businesses  grow  and  prosper. 

And  grow  they  did. 

Last  year,  ITT  Automotive  sold  the  equivalent  of 
more  than  $100  worth  of  equipment  for  every  car  man- 
ufactured in  the  United  States  and  Europe.  And  grew 

more  than  30%. 

Our  Sheraton  Hotel  chain  grew  to  nearly  500 
sis,  inns  and  resorts  in  62  countries  worldwide. 


This  year,  our  Defense  Technology  Corporation  will 
be  almost  three  times  the  size  it  was  five  years  ago. 

Worldwide  premiums  for  The  Hartford  Insurance 
Group  totalled  $8  billion  for  1986— a  25%  improve- 
ment over  1985. 

ITT  Financial  Services  has  completed  twelve 
consecutive  years  of  record  revenue  and  income. 

And  our  joint  venture  with  CGE,  Alcatel  N.V., 
has  given  us  37%  ownership  in  what  is  now  the 
largest  telecommunications  manufacturing 
company  in  the  world. 

These  are  just  six  of  the  businesses  we're  in  that 
are  already  leaders  in  their  fields.  We're  also  leaders 
in  Fluid  Technology,  Electronic  Components, 
Communications  and  Information  Services  and 
Natural  Resources. 

The  hard  work  is  paying  off,  with  1986  net 
income  up  to  $494  million  or  $3.23  per  share,  com- 
pared to  $294  million,  or  $1.89  per  share  in  1985. 

And  we've  only  just  begun. 


Products:  ITT  Automotive,  ITT  Defense  Technology,  ITT  Fluid  Technology,  ITT  Electronic  Components,  ITT  Rayonier. 
ices:  Hartford  Insurance,  Sheraton  Hotels,  ITT  Financial  Services,  ITT  Communications  Operations  and  Information  Services. 


IT  is  ITT 

BUILDING  BUSINESSES  INTO  LEADERS 
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On  the  Docket 


Could  it  be  that  many  of  those  huge  puni- 
tive damage  awards  are  actually  uncon- 
stitutional? The  Supreme  Court  will  soon 
answer  that  question. 


Damage 
control 


By  Deirdre  Fanning 


ONE  WAY  TO  FIGHT  BACK  against 
extravagant  court  awards,  of 
course,  is  to  take  Texaco's 
hara-kiri  approach  and  to  declare 
bankruptcy.  It's  a  ploy  that  turns  an 
otherwise  gloating  plaintiff  into  just 
another  anxious  creditor  standing  in 
line  at  the  courthouse  door.  But  if 
Bankers  Life  &  Casualty  Co.  of 
Chicago  gets  its  way,  such  desper- 
ate measures  may  no  longer  be 
needed  in  order  to  thwart  antibusi- 
ness  judges  and  juries. 

In  a  move  that  has  captured  con- 
siderable attention  among  legal 
scholars,  Bankers  Life  has  been 
granted  a  hearing  before  the  U.S. 
Supreme  Court  on  a  fetching  argu- 
ment. Bankers  Life  argues  that  a 
1981  punitive  damage  judgment  of 
$1.6  million  against  it,  in  a  civil 
suit  for  bad  faith  in  a  breach  of 
contract  on  an  insurance  policy,  is 
unconstitutional  by  force  of  the 
Eighth  Amendment  ban  against 
excessive  fines. 

"I  agree,"  says  University  of  Vir- 
ginia law  professor  John  C.  Jeffries 
Jr.  "It's  wrong  to  think  that  punish- 
ment is  wholly  beyond  constitu- 
tional scrutiny  just  because  it  has 
got  a  civil  label." 

The  challenge  to  enormous  puni- 
tive damage  awards  comes  none  too 
soon.  A  study  by  the  Rand  Corp.  re- 
veals that  in  San  Francisco,  for  exam- 
ple, the  number  of  punitive  damage 
awards  has  almost  tripled  since  1960. 
Meanwhile,  in  Cook  County,  111.,  the 
amount  of  money  awarded  via  puni- 
tive damages  has  increased  800%  in 
the  past  five  years. 


The  argument  advanced  by  Bankers 
Life  relies  on  what  lawyers  term  the 
plain  meaning  rule:  No  convoluted 
interpretation  of  legal  language  can  be 
used  to  reach  a  conclusion  contrary  to 
that  required  by  the  "plain  meaning" 
of  the  language  itself.  Thus,  the 
Eighth  Amendment's  blanket  prohi- 
bition   against    "excessive  fines," 


Bankers  Life  argues,  clearly  embraces 
the  sort  of  squeeze-'em-'til-they- 
squeal  damage  awards  that  courts  are 
increasingly  prone  to  hand  out  to 
plaintiffs. 

"Punitive  damages  are  fines,"  says 
Theodore  Olson,  an  attorney  for 
Bankers  Life.  "They  are  imposed  to 
punish  and  deter." 

Unfortunately,  the  sizable  body  of 
lower  court  precedent  applying  the 


Eighth  Amendment  has  treated  the 
amendment  as  applying  to  criminal 
offenses  only.  That  narrow  interpreta- 
tion has  tended  to  deter  victims  of 
huge  damage  awards  from  pressing 
the  argument  that  Bankers  Life  is  now 
advancing. 

When  Aetna  Life  Insurance  Co. 
tried  the  same  argument  in  a  similar 
breach  of  contract  case  just  last  year, 
the  Supreme  Court  reversed  the  lower 
court  on  a  technicality.  Thus  it  avoid- 
ed deciding  on  the  constitutional  is- 
sue presented.  But  now,  perhaps  in 
acknowledging  the  increase  in  the 
size  and  number  of  punitive  awards, 
the  Court  seems  ready  to  confront  the 
matter  of  excessive  fines  head-on. 

The  Bankers  Life  case  shows  how 
pointless  the  distinction  between  civ- 
il and  criminal  fines  really  is.  At  issue 
was  a  $1.6  million  award  by  a  Missis- 
sippi state  court  jury  to  a  department 
store  employee  who  claimed  that 
Bankers  Life  had  wrongfully  denied 
him  compensation  for  an  amputated 
foot.  Bankers  Life  argued  that  the 
man's  policy  covered  accidents  only. 
The  loss  of  the  foot,  it  maintained, 
was  not  to  be  included  because  the 
foot  had  been  amputated  as  a  result  of 
disease. 

Though  the  patient's  hospital  rec- 
ord plainly  indicated  that  the  patient 
suffered  severe  arteriosclerosis  in 
the  foot,  a  jury  awarded  compensa- 
tory damages  anyway,  specifically 
in  the  amount  of  $20,000— the  val- 
ue of  the  coverage  under  the  policy. 
The  jury  concluded  that  an  acci- 
dent the  employee  had  at  home 
about  two  weeks  before  his  surgery 
contributed  to  the  amputation  of 
the  foot,  thereby  validating  the 
policy  under  Mississippi  law.  Then 
the  jury  went  on  to  toss  in  $1.6 
million  in  punitive  damages,  an 
amazing  80  times  the  plaintiff's  ac- 
tual coverage. 

Did  the  jury  simply  want  to 
"punish"  Bankers  Life,  or  perhaps 
help  a  pathetic  plaintiff  soak  the 
insurer  for  all  he  could  get?  Had 
the  trial  been  an  actual  criminal 
proceeding  instead  of  a  civil  one, 
the  amount  that  Bankers  Life 
could  have  been  fined  under  Mis- 
sissippi law  would  have  been  not 
more  than  $1,000. 

Given  Congress'  determination 
that  punitive-type  damages  for  such 
activities  as  antitrust  abuses  and 
racketeering  cannot  exceed  three 
times  the  value  of  the  ill-gotten  gain 
to  the  defendant,  why  should  any 
greater  punishment  be  permitted  by  a 
civil  court  jury?  That  is  the  question 
the  U.S.  Supreme  Court  has  now 
agreed  to  confront.  ■ 
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Lines  of 
Communication 

Estimates  are  that  85,000  miles  of  new 
trunk  fiber  optic  telecommunications  cable 
will  be  laid  in  the  United  States  by  mid  1988. 
That's  a  lot  of  trenching. 

To  cut  through  thousands  of  miles  of  earth  and  rock, 
many  manufacturers  rely  on  tough  carbide  bits 
made  by  Fansteel's  VR/Wesson,  Lexington 
as  originalequipment  on  their  trenching  machines. 

New  lines  of  communication  85,000  miles  long... 
just  one  more  reason  why  it  will  pay  you  to  know  more  about  us. 

arreted 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


For  Hardee's' ',  the  nation's  third  most  popular  hamburger  chain  with  over 
!700  restaurants,  instant  access  to  information  has  become  an  essential  ingredient 
n  their  success.  "We  give  our  managers  the  power  of  centralized  computing  in 
heir  own  decentralized  environments,"  points  out  Bill  Burd,  vice  president  of 
vlanagement  Information  Services.  "With  Digital's  innovative  approach  to  net- 
working information,  our  managers  get  a  better  handle  on  day-to-day  operations. 
Knd  they're  delighted  because  they  spend  less  time  on  paperwork,  more  on 
)ersonal  services." 

Besides  improvements  at  the  local  level,  Mr.  Burd  sees  the  benefits  of  Digital's 


"The  consistent  quality 
of  Digital's  information 
network  is  serving  the 
Hardee's  organisation 
at  every  level!' 


ommunications  resources  throughout  the  entire  Hardee's  organization.  "Our 
bility  to  share  timely,  accurate  information  produces  results  not  just  at  the 
ounter  where  the  food  is  served,  but  at  the  district  manager  level  and  at  corpo- 
ate  headquarters.  Tighter  control  over  company  operations  gives  us  an  edge  in 
>ur  highly  competitive  market.  We  are  able  to  deliver  a  higher  quality  product 
vith  greater  efficiency." 

To  get  your  competitive  advantage  now,  write  to: 
)igital  Equipment  Corporation,  200  Baker  Ave.,  West 
Concord,  MA  01742.  Or  call  your  local  sales  office. 


ta 


D 


Digital  Equipment  Corporation  Hit-  Digit..!  I  '     <  i.  nurk  of  Digital  Ki|uipment  Corporation  Hardee  *  i 


rk  of  Hardee  \  h 


Numbers  Game 


Accounting  rules  for  reserves  against  loss 
are  strict  for  everyone  except  the  banks. 
Why  should  they  get  special  treatment? 


Judgment? 
Or  foot-dragging? 


By  Laura  Jereski 


WHY  HAS  IT  TAKEN  SO  long  for 
Citicorp  and  Chase  Manhat- 
tan to  beef  up  their  loan-loss 
reserves  against  all  those  Latin  loans 
that  everyone  has  known  for  years 
would  probably  never  be  repaid?  Be- 
cause as  the  official  rules  of  the  Finan- 
cial Accounting  Standards  Board  are 
written,  banks  have  more  leeway  to 
dally  over  such  things  than  any  other 
corporations  enjoy.  The  result  has 
been  a  kind  of  "big  bath"  approach  to 
accounting  that  leaves  bank  share- 
holders vulnerable  to  a  sudden  asset 
writedown  that  can  send  share  prices 
leaping  or  tumbling. 

The  problem  goes  back  to  1972, 
when  the  Financial  Accounting  Stan- 
dards Board  put  forth  rules  strictly 
limiting  the  use  of  reserves  on  compa- 
ny balance  sheets.  The  board  rightly 
feared  that  loose  "reserving"  rules 
would  permit  companies  to  use  the 
money,  ostensibly  set  aside  against 
some  potential  future  loss,  to  smooth 
out  earnings.  Companies  such  as,  say, 
property  and  casualty  insurers  could 
draw  down  reserves  to  help  boost 
earnings  in  years  of  catastrophic  loss 
and  squirrel  away  a  little  extra  in  good 
years  in  order  to  avoid  showing  unsus- 
tainably  robust  earnings. 

Thus,  the  board  ruled  that  compa- 
nies could  accumulate  reserves  only 
when  a  liability  had  actually  been  in- 
curred or  an  asset  probably  impaired. 
Moreover,  the  loss  needed  to  be  one 
that  could  reasonably  be  measured  or 
estimated.  In  short,  no  reserves 
against  the  risk  of  future  product  li- 
iawsuits,  or  tornadoes  that  had 
occurred.  Explains  Peter  Hor- 


Chas  B  Sbckmai 


ozco,  an  accountant  with  the  board, 
"The  board's  approach  has  been:  If  the 
event  that  causes  the  loss  hasn't  oc- 
curred yet,  then  it's  not  yet  a  loss." 

But  when  it  comes  to  banking,  the 
very  specificity  of  the  board's  lan- 
guage created  an  enormous  loophole. 
Exactly  when,  for  example,  does  a  20- 
year  loan  to  some  deadbeat  banana 
republic  become  a  bad  debt?  Answers 
Michael  Esposito,  chief  financial  offi- 
cer for  Chase,  "It  all  comes  down  to  a 
matter  of  judgment." 

Fair  enough,  but  as  long  ago  as  the 
late  1970s  plenty  of  voices  were  warn- 
ing that  the  rush  to  lend  to  shaky 
Third  World  borrowers  was  foolhardy 
in  the  extreme  (Forbes,  June  23,  19SO 
et  seq  ).  Since  then,  the  rush  to  lend 
has  given  way  to  a  rush  to  renegotiate. 
Since  1982  virtually  all  the  major 
lenders  found  themselves  regularly 
embroiled  in  renegotiation  of  loans  to 
Mexico,  Venezuela,  Argentina  and 
Brazil.  In  that  period,  for  example,  the 
face  amount  of  Chase  loans  that  were 
not  paying  interest  rose  60%,  to  $2 
billion  (not  counting  $2.6  billion  of 


nonaccruing  loans  to  Brazil  and  Ecua- 
dor). But  Chase's  reserves  against  loan 
losses  of  all  kinds  rose  by  only  $507 
million,  to  $1.1  billion.  Suddenly,  last 
month,  on  the  heels  of  Citicorp's  $3 
billion  hit,  Chase  also  exercised  its 
"judgment"  as  to  the  "dubious 
worth"  of  a  portion  of  the  assets  in 
question  and  added  another  $1.6  bil- 
lion to  its  reserves. 

Wall  Street  has  long  thought  that  an 
awful  lot  of  bankerly  "judgment"  was 
mere  foot-dragging.  The  price/earn- 
ings ratio  of  24  major  banks,  as  mea- 
sured by  the  Keefe,  Bruyette  &  Woods 
index,  has  lately  been  little  more  than 
half  that  of  the  Standard  &  Poor's  500. 
That's  largely  because  of  the  doubtful 
loans  on  the  banks'  balance  sheets. 

The  banks  themselves  are  living  by 
a  convenient  double  standard.  Take 
credit  card  losses.  At  Chase  Manhat- 
tan, which  has  been  aggressively  pur- 
suing this  consumer  business  for 
years,  credit  card  losses  currently  run 
as  high  as  5%  on  the  newer  loans  in 
the  portfolio.  That  is  up  from  about 
2%  only  four  years  ago.  Significantly, 
the  bank  automatically  includes  po- 
tential losses  from  these  loans  in  its 
reserves  virtually  from  the  moment 
that  they  are  made,  knowing  from 
experience  that  on  average  about  5% 
can  be  expected  to  go  bad  and  be  writ- 
ten off  as  worthless  inside  of  1 80  days. 
Similar  treatment  is  given  to  home 
mortgage  loans. 

Big  banks  like  to  argue  that  their 
megabuck  international  loans  are 
somehow  special  cases,  not  as  pre- 
dictable as  consumer  loans.  Says 
Thomas  Jones,  chief  of  financial  con- 
trols at  Citicorp,  "If  a  country  says  it 
can't  pay,  it  just  means  the  borrower 
may  need  more  lenient  terms.  If  a 
country  says  it  won't  pay,  that's 
something  different.  But  as  long  as  the 
principal  value  of  the  loan  isn't  im- 
paired, the  accountants  say  we  can't 
reserve."  That's  why  Citicorp  points 
to  "other  factors"  in  its  $3  billion 
decision,  such  as  worsening  renegoti- 
ation terms  and  global  economic 
problems. 

But  who's  kidding  whom?  Some 
portion  of  "principal  value"  would 
seem  to  be  "impaired"  on  any  loan 
that  gets  regularly  restructured  to 
help  out  the  borrower.  Says  James 
McDermott,  a  bank  analyst  with 
Keefe,  Bruyette  &  Woods,  "To  the 
extent  that  the  accountants  didn't  en- 
courage bank  management  to  be  more 
aggressive  on  reserving,  that  has 
clearly  proved  to  be  a  problem.  It's  not 
as  if  no  one  did  anything — reserves 
were  1%  of  loans  in  1982,  and  they  are 
twice  that  today.  They  just  did  not  do 
enough."  ■ 
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Once  teenyboppers  heaven,  today  the  Gap 
caters  to  an  older,  richer  clientele.  Credit 
Mickey  Drexler  and  his  passion  for  detail 

Put  the  zipper 
on  the  back 


S*  i 

* "I 


Mp  President  Millard  (Mickey)  Drexler  (left),  and  Chairman  Donald  Fisher 
Sext  on  the  agenda:  Expand  Gap  Kids  and  invade  London. 


It's  a  typical  day  for  Millard 
(Mickey)  Drexler,  the  42-year-old 
hyperenergetic  president  of  the  Gap 
stores.  Moving  quickly  down  the 
halls  of  the  Gap's  nondescript  head- 
quarters in  San  Bruno,  Calif.,  near  San 
Francisco,  he  holds  meetings  on  the 
move  with  his  in-house  designers,  ad- 
vertising and  quality-and-cost-control 
people.  The  push  is  on  to  get  more 
women's  fashion  apparel  into  his  660 
stores  by  September.  "We  didn't  have 
enough  women's  merchandise  in  our 
stores  last  fall,"  he  says  to  a  reporter 
as  he  walks.  "It's  not  going  to  happen 
again  this  year." 

He  stops  abruptly  in  one  office, 
grabs  a  bold  red  and  blue,  cotton  buf- 
falo-plaid shirt.  "Nice  quality,"  he 
says,  "extra  buttons,  good  price.  I  de- 
cided to  spend  the  extra  7  cents  a  shirt 
to  hang  a  tag  on  it  that  says  100% 
cotton.  A  lot  of  knockoffs  are  only 
65%  cotton.  Our  customers  want  all 
cotton."  An  associate  fingers  the  label 
and  smiles:  "It  only  cost  us  3'/2  cents. 
We  got  a  good  buy  on  the  tags." 

Drexler  revels  in  details  and  his 
staff  responds.  "I  nudge  them,  chal- 
lenge them,  encourage  them  to  take 
risks,"  he  says.  "No  one  gets  fired 
around  here  for  taking  risks." 

Mickey  Drexler  arrived,  in  late 
1983,  with  a  mission:  Wrench  the  Gap 
from  its  old  teenybopper  customer 
base.  The  teenaged  population  was  no 
longer  growing,  and  it  was  a  fickle 
group  at  best,  lured  into  Gap  outlets 
mainly  by  frequent  sales  on  low- 
priced  jeans  and  sweats.  Same-store 
sales  were  barely  edging  ahead.  And 
though  profits  in  1983  hit  a  record, 
they  had  been  up  and  down  for  several 
years  and  fell  off  again  in  1984.  Time 
for  a  change. 

Drexler  had  done  an  outstanding 
job  revitalizing  the  Ann  Taylor  spe- 
cialty apparel  chain  for  Allied  Stores. 
He  caught  the  eye  of  the  Gap's 
founder,  58-year-old  Donald  Fisher. 
Fisher,  whose  family  owns  more  than 
40%  of  the  Gap's  35  million  shares, 
offered  Drexler  something  he  never 
got  at  Ann  Taylor — a  significant  equi- 
ty stake.  Today  he  owns  some 
670,000  shares,  worth  about  $40  mil- 
lion, in  addition  to  a  salary  and  bonus 
that  last  year  came  to  $940,000. 

Which  must  be  one  of  the  best  in- 
vestments Fisher  ever  made.  Gap 
profits  this  year  are  expected  to  top 
$90  million,  more  than  four  times 
1983  results.  Return  on  stockholders' 
equity  last  year  exceeded  35%.  The 
Gap's  sales  since  1983  have  almost 
doubled,  to  $848  million,  as  new  Gap 
stores  were  added  and  the  Banana  Re- 
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i  ri  sion  ( 1 5%  of  sales  and  20% 
profits)  also  prospered.  Same-store 

di  >-  results  from  stores  open  more 
<han  a  year — in  1985,  1986  and  early 
1987  rang  up  double-digit  gains  for  the 
first  tune  since  the  late  1970s. 

Drexler's  first  move  was  to  over- 
haul the  Gap's  adolescent-oriented 
image.  Out  went  the  cluttered  Levi 
jeans  stores  with  their  flashing  lights 
and  ever-present  yellow  "on  sale" 
signs.  Levi  jeans  had  been  the  founda- 
tion for  the  Gap's  early  success  in  the 
1970s,  but  now  everyone,  including 
giants  like  Sears  and  J.C.  Penney,  was 
discounting  them.  Drexler  eliminated 
nearly  a  dozen  of  the  Gap's  own  pri- 
vate labels.  He  thought  that  the  profu- 
sion of  meaningless  brands,  like  Fox- 
Tails,  Monterey  Bay,  Eton  Hill,  Du- 
rango,  Pioneer  Gap  and  U.S.  Team, 
was  confusing  shoppers. 

He  correctly  saw  that  the  Gap 
name,  on  the  other  hand,  conveyed  an 
image  of  reliable  quality,  but  it  need- 
ed upgrading.  Drexler  began  spending 
his  ad  dollars  on  classy  campaigns  in 
fashion  magazines  like  Glamour  and 
GQ,  while  also  expanding  into  glossy, 
full-color  direct  mailings. 

Gap  stores  got  a  colorful,  open, 
more  contemporary  look.  Accessible 
table  tops  and  stair-step  displays  were 
neatly  piled  with  color-coordinated 
sweaters,  shirts,  denim  jackets  and 
sweatclothes.  Helpful,  better-trained 
store  personnel,  familiar  with  the 
merchandise,  helped  attract  the  new 
Gap  customer — the  more  affluent  20- 
to-45-year-olds. 

The  new,  more  fashionable  Gap 
was  now  knocking  heads  with  heavy- 
weight competition,  The  Limited  and 
Benetton  among  them.  Drexler's  re- 
sponse so  far  has  been  to  move  faster, 
broaden  the  sportswear  mix  and  look 
for  new  opportunities  to  expand. 

One  that  looks  like  a  winner  is  Gap- 
Kids,  children's  clothes  that  are  es- 
sentially smaller  versions  of  adult 
Gap  clothes.  The  new  line  is  sold  both 
in  separate  2,000-square-foot  stores 
and  within  some  of  the  larger,  regular 
Gap  outlets.  So  far  17  GapKids  are 
generating  twice  the  sales  per  square 
foot  (nearly  $500)  of  the  typical  Gap. 
Drexler  figures  there's  a  market  for  up 
to  200  GapKids  units  and  plans  to 
open  at  least  25  new  stores  a  year. 
This  year  he  is  testing  the  British  mar- 
ket for  casual  American  sportswear 
by  opening  four  Gaps  in  London. 

This  fall  Drexler  will  open  the  first 
three  Hemisphere  stores,  in  San  Fran- 
:;bco,  Chicago  and  Short  Hills,  N.J., 
featuring  more  stylish  sports  clothes 
h  a  European  flair  and  about  30% 
expensive  than  the  existing  Gap 

ten  handise. 


Like  any  good  manager,  Drexler 
knows  that  staying  in  touch  with  the 
troops  is  crucial.  Fridays  he  visits  and 
critiques  stores.  Why  is  this  sweater 
"blowing  out"  the  doors?  Why  is  that 
shirt  a  bomb?  In  the  Hillsdale  shop- 
ping mall  store — a  quick  20-minute 
drive  in  his  white  Porsche  911  from 
headquarters — a  woman's  knit  top  in 
four  colors  with  a  zipper  in  the  front 
at  the  neck  isn't  selling.  "It  just 
doesn't  have  much  pizzazz,"  offers 
one  salesperson.  "The  zipper  in  front 
tends  to  slip  down,  and  that's  a  nui- 


sance," says  another.  "Let's  take 
out,"  says  Drexler.  "We'll  put  on 
zipper  that  doesn't  ride  down,  or  ma) 
be  we'll  just  put  the  zipper  in  back.' 

He  is  worrying  this  day,  concerne 
that  the  store's  "merchandise  has 
familiar  look  to  it.  If  I  feel  that  way,  s 
does  the  customer.  Staying  fresh  i 
the  challenge  in  this  business.  Yo 
have  to  make  the  shopper  eager  t 
come  in." 

Donald  Fisher  needn't  worry,  b( 
cause  in  Drexler  he  picked  the  righ 
kind  of  worrier.  ■ 


Current  events 

Some  saw  black  humor  in  the  odys- 
sey  of  the  homeless  garbage  barge 
from  Islip,  N.Y.  John  J.  Sullivan,  pres- 
ident of  New  York-based  Wheelabra- 
tor  Environmental  Systems  Inc.,  saw 
a  marketing  opportunity. 

"You  Can  Send  Your  Garbage  on  a 
Cruise  ..."  read  the  headline  over  a 
full-page  ad  in  the  eastern  edition  of 
the  Wall  Street  Journal.  "Or  You  Can 
Send  It  to  One  of  Our  Flagships."  At 
the  bottom,  an  explanatory  paragraph, 
a  toll-free  telephone  number  and  the 
company  logo. 

Says  Wheelabrator's  Sullivan,  48,  of 
the  garbage  barge:  "This  was  the  sin- 
gle greatest  boost  to  public  awareness 
in  the  history  of  our  industry.  We  got 
an  incredible  response:  Municipal- 
ities, potential  customers,  called  up 
interested  in  our  plants,  and  also  just 
to  say  how  much  they  liked  the  idea." 

Sullivan  is  capitalizing  on  a  mar- 
keting phenomenon.  For  agencies  and 


You  Can  Send  Your  Garbage 
on  a  Cruise... 


OrYouCanSendlt 
to  One  of  Our  Flagships 
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clients,  media  events  like  the  homq 
less  garbage  barge  can  become 
springboard  for  an  eye-catching,  page 
stopping  ad.  For  example,  after  Mai 
vin  Hagler  destroyed  Thomas  Hearrn 
in  a  middleweight  boxing  match,  Pi 
za  Hut  aired  commercials  with  Hagle 
eating  pizza  and  uttering  the  memora 
ble  tag  line,  "I  wonder  what  what's 
his-name  is  eating  now  .  .  .  probabl 
soup." 

Explains  Jay  Chiat,  chief  executiv 
officer  of  Chiat/Day  Advertising,  Inc 
"To  be  effective,  advertising  shoul! 
be  contemporary.  You  can't  get  mucl 
more  contemporary  than  the  dail 
news." 

Chiat  knows.  Look  at  the  piece  hi 
agency  produced  for  Rockport  Walk 
ing  Shoes  this  past  winter,  aimed  a 
disgruntled  commuters  stranded  by 
Long  Island  Rail  Road  strike.  "At  leas 
Long  Islanders  have  one  form  of  trans 
portation  they  can  depend  on,"  reai 
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Opportunistic  ads  for  Wbeelabrator  and  Rockport 

"You  can't  get  much  more  contemporary  than  the  daily  news. 


,  the  copy,  under  which  ran  a  picture  of 
\  Rockport's  comfortable-looking  shoe, 

and  a  list  of  local  stores  carrying  the 
\  product.  Did  this  one  shot  boost 
\  Rockport's  sales?  Probably  not,  but  it 

got  the  company  noticed,  which  is 
i  what  Rockport  wanted. 

Marketing  off  the  news  may  not  be 
vnew,  but  when  done  well  it  certainly 
Lj  creates   arresting   advertising.  Roy 

i  Grace,  formerly  creative  head  of 
p  Doyle  Dane  Bernbach,  now  chairman 
Dof  Grace  &  Rothschild,  recalls  an  ad- 
;  vertisement  DDB  ran  for  the  Volks- 
Lwagen  Beetle  after  the  1969  moon 
I  landing.  It  pictured  the  lunar  module, 
[  with  the  tag  line,  "It's  ugly  but  it  gets 
s  you  there."  The  VW  logo  ran  at  the 

I  bottom. 

Event  marketing  works  the  other 
jjway,  too,  of  course.  Airlines  routinely 

II  pull  scheduled  ads  for  at  least  two 
ft  days  after  a  major  air  crash.  Earlier 
I  this  year,  when  an  Amtrak  train  was 

ii  involved  in  a  fatal  crash  near  Balti- 
j)  more,  the  railroad  pulled  its  ads  for 
:  three  days. 

Other  times,  the  news  simply  over- 
|j  takes  an  ad  idea.  In  October  of  1985, 
for  instance,  a  Doyle  Dane  executive 
;  creative  director  approached  the 
j  Cruise  Lines  International  Associa- 
i  tion  with  an  idea  for  a  new  campaign. 
\  Passenger  planes  were  getting  hi- 
;  jacked  with  some  frequency,  so  the 
i  Doyle  Dane  guy  had  a  perfect  tag  line: 
1  "Cruise  ships  don't  get  hijacked."  A 
\  day  later,  as  the  executive  tells  it, 
\  Arab  terrorists  seized  the  Achille 
kLauro. — Edward  F.  Cone 


Demise  of  the  45 

ove  over,  vinyl,  here  comes  the 
cassette  single,  the  7-to-10-min- 
j  ute  cassette  featuring  just  two  songs. 
;  The  7-inch,  45rpm  single  record  is 
spinning  into  music  history  along 
•  with  its  16-  and  78rpm  sisters,  the  8- 
track  tape  and  the  10-inch  extended 
l  play  record. 

The  first  cassette  single  sold  at  the 
same  price  as  the  7-inch  single  was 
'  brought  to  market  in  February  by 
i  A&.M  Records,  which  used  it  to  re- 
lease Bryan  Adams'  hit  "Heat  of  the 
,  Night"  on  vinyl  and  tape.  A&M  ex- 
pects to  sell  between  350,000  and 
:  500,000  copies  this  year  in  both  for- 
i  mats  at  $1.98.  The  cassette  version  is 
i  expected  to  account  for  some  30%  of 
:  total  units  sold. 

Warner  Brothers,  RCA,  Arista  and 
MCA  are  just  some  of  the  companies 
releasing  single  cassettes  this  year. 
The  new  tape  format  in  the  not  too 
distant  future  will  largely  replace  the 
7-inch,  45rpm  record.  Single  records 


A&M  Records  President  Gil 
Friesen  (left),  Vice  President 
Dai  'id  Steffen,  and  the  new 
Bryan  Adams  cassette  single. 

have  always  been  a  key  element  in 
the  marketing  of  pop  music  record 
albums.  Albums  make  money,  sin- 
gles rarely  do.  So  the  first  single  re- 
leased from  an  album  is  supposedly 
its  best  cut,  the  one  most  likely  to 
wind  up  on  the  charts  and  the  song 
that  will  make  people  go  out  and  buy 
the  album. 

Popular  music  radio  stations  still 
play  mainly  singles,  and  that  airtime 
creates  album  sales.  An  album  with 
more  than  one  hit  single — some  have 
as  many  as  six,  such  as  Janet  Jackson's 
"Control" — will  naturally  sell  more 
than  an  album  with  just  one.  Under- 
standably, then,  a  recording  artist  and 
his  record  company  spend  a  lot  of 
time  selecting  singles. 

But  the  format  that  is  the  7-inch 
vinyl  disk  is  no  longer  very  important. 
All  radio  stations  have  tape  decks,  of 
course.  And  kids  these  days  have 
Walkmans  and  portable  cassette 
decks,  not  45rpm  turntables.  "To- 
day's singles  buyer  has  grown  up  on 
cassettes,  not  records,"  explains  Rob- 
ert Reitman,  general  manager  for 
A&M  Records.  "You  don't  see  kids 
walking  around  the  streets  with  turn- 
tables on  their  heads." 

Ten  years  ago  record  buyers 
scooped  up  190  million  singles  re- 
cords, generating  $245  million  in  rev- 
enues. Last  year  the  kids  (mainly  8-to- 
16-year-olds  buy  them)  bought  only 
94  million  singles  records,  a  49%  de- 


cline over  ten  years  and  only  15%  of 
the  618  million  records,  cassettes  and 
CDs  sold  last  year.  "If  you're  doing 
well,  your  7-inch  sales  are  flat,"  says 
David  Steffen,  A&JVI's  vice  president 
of  sales.  "If  you're  not  doing  so  well, 
they're  dropping." 

But  sales  of  12-inch  records  are  also 
dropping,  from  273  million  in  1976  to 
125  million  last  year.  At  the  same 
time,  cassette  sales  have  increased 
steadily.  Prerecorded  tapes  now  make 
up  56%  of  the  industry's  overall  busi- 
ness, selling  345  million  units  last 
year.  Indeed,  Motown  has  decreased 
production  on  many  of  its  midpriced, 
and  special  collection,  albums  on  vi- 
nyl disks. 

Both  the  7-inch  single  and  the  cas- 
sette single  cost  about  30  cents  to 
produce,  and  retail  for  $1.98  tops.  The 
record  companies  claim  that  with  the 
high  return  rate,  and  artist  royalties, 
they  are  lucky  to  break  even  on  sin- 
gles. With  singles,  radio  airplay  is 
more  important  than  profit,  say  in- 
dustry executives.  Make  that  cassette 
singles. — Peter  Newcomb 
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s  this  your 
office  information 
system? 


i  1 

— 1 — r~i 
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You're  looking  at  a  weak  link.  And  yet,  at 
most  companies  he's  an  integral  part  of  the 
communication  chain.  So,  when  your 
report  (the  one  that  ate  up  your  weekend)  is 
bundled  together  with  the  cafeteria  menu, 
don't  blame  him.  He's  only  doing  his  job. 
The  best  he  can. 

Fortunately,  we  at  Hewlett-Packard 
decided  we  could  do  better.  We  call  our 
solution  to  this  age-old  business  problem 
the  Personal  Productivity  Center  (PPC). 

The  PPC  is  a  computer  system 
designed  so  that  everyone  in  your  company 
can  communicate  and  share  information. 
It's  as  friendly  and  practical  as  the  familiar 
face  you  see  here— but  it's  a  lot  faster,  more 
efficient  and  more  versatile.  At  the  touch 
of  a  key,  you  can  send  or  receive  every- 
thing from  messages  and  documents  to 
spreadsheets,  data  reports,  and  graphics. 
So  everyone  can  make  more  informed 
decisions,  sooner. 

And,  unlike  most  other  systems,  our 
solution  enables  all  PC  users  to  share  infor- 
mation on  the  system,  and  also  process  this 
information  on  their  PCs  independent  of 
the  system.  Whenever  they  want.  They 
don't  have  to  leave  the  PC  environment 
they  know  and  understand,  even  if  they 
work  on  the  road  or  at  home  with  our  porta- 
ble computers. 

The  Personal  Productivity  Center.  It's 
advanced.  It's  intelligent.  It  can  even  work 
with  your  existing  system,  including  IBM. 
And  it  comes  from  the  company  with  an 
unsurpassed  record  of  service  and  support; 
the  company  that  never  stops  asking 
"What  if ... "  about  how  best  to  satisfy  your 
office  information  needs. 

For  more  information,  call  1  800 
367-4772,  Dept.  687X. 

HP's  Personal  Productivity  Center  is  an  office 
information  system  which  integrates  HP  and  IBM 
PCs  with  the  range  of  fully  compatible  HP  3000 
minicomputers  The  PPC  works  with  HP's  data  pro- 
cessing systems  to  provide  a  wide  range  of  business 
computing  solutions  for  work  groups  and  depart- 
ments and,  with  networking,  entire  corporations. 
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A  strange  new  form  of  exploding  tank 
armor  threatens  to  upset  the  military  bal- 
ance of  forces  in  Europe. 


Strategic 
surprise 


By  Jerry  Flint 


Weapons 


When  it  turns 
up  at  the  right 
moment,  the 
most  modest-seeming  innovation  in 
military  technology  may  change  the 
world.  The  longbow  at  the  battle  of 
Agincourt  marked  the  beginning  of 
the  end  of  the  age  of  feudal  knights. 
A  lew  horses  and  guns  gave  Spain 
mastery  over  much  of  the  Western 
Hemisphere.  Radar  preserved  the 
RAF  and  doomed  Hitler's  plan  to 
invade  Britain. 

On  the  potential  battle- 
ground across  Western 
Europe  today,  the  technol- 
ogy of  conventional  weap- 
onry is  also  assuming 
world-changing  propor- 
tions. The  importance  of 
tools  of  war  such  as  the 
tank  and  the  antitank 
rocket  is  growing,  because 
arms  control  seems  likely 
to  reduce  NATO's  reli- 
ance on  short-range  rock- 
ets and  nuclear  weapons 
to  stop  any  Soviet  inva- 
sion. That  puts  greater 
importance  than  ever  on 
the  West's  ability  to  stop 
the  thousands  of  Warsaw 
Pact  tanks  that  would 
crashing  into  West 
Germany  in  any  war. 
)  ^numbered  almost 
to  one  in  main  bat- 
yet  unwilling  to 


T-80  tank  with  reactive  armor 
Antitank  rockets  are  deflected. 


Tank  battalion  deployment 


The  Warsaw  Pact  has  17,000  main  battle  tanks  in  active 
units;  NATO,  6,500.  If  disarmament  limits  missile  and 
nuclear  weapon  use,  NATO  needs  more  conventional 
weaponry  to  stop  those  tanks. 


Belgian,  Canadian,  Dutch,  French,  UK .  FRG 
Non-Soviet  Warsaw  Pact  Source:  Armed  For 


spend  the  money  and  build  the  armies 
needed  to  catch  up,  the  West  is  rely- 
ing instead  on  an  avalanche  of  anti- 
tank weapons,  thousands  of  them 
passed  out  among  the  infantry,  to  halt 
the  advance  of  Soviet  armor  in  a  war. 

Yet  suddenly  and  unexpectedly,  the 
Soviet  Union  has  turned  up  with  a 
disarmingly  simple-sounding  tech- 
nology that,  like  the  longbow  at  Agin- 
court, threatens  to  change  everything. 
The  technology  is  known  as  reactive 
armor,  and  according  to  such  authori- 
tative sources  as  the  Armed  Forces 
Journal  Internationa/  and  Jane's  De- 
fence Weekly,  it  is  as  serious  as  itl 
sounds.  Already  75%  to  80%  of  the] 
7,500  Soviet  tanks  now  stationed  in 
East  Germany  have  been  equipped! 
with  it  in  the  last  18  months,  accord- 
ing to  Phillip  Karber,  vice  president 
and  general  manager  of  BDM  Corp.! 
Karber  has  studied  conventional! 
weaponry  for  the  government. 

Reactive  armor  is  basically  nothing! 
more  complex  than  bolt-on  boxes  of} 
explosives  that  are  placed  over  the 
exterior  surfaces  of  a  tank.  The  pur- 
pose of  the  explosives  is  to  defeat  so- 
called  high-explosive,  antitank  ammo 
(HEAT),  which  Western  forces  use  in 
most  infantry-fired  antitank  weapons.! 
Such  rockets  and  missiles  create  a 
needle-thin  stream  of  plasmatic  mate- 
rial that  works  its  way  through  steel 
as  a  finger  pushes  through  soft  butter. 

The  reactive  armor  thwarts  the 
antitank  ammo  by  literally  exploding; 
against  it.  Before  the  incoming  rocket 
strikes  the  tank's  armor,  it  hits  the 
reactive  armor  panel,  which  deto- 
nates, deflecting  the  force  of  the  war- 
head and  its  direction,  preventing  it 
from  penetrating  the  tank's  shell. 
 sheiiey Den  The  technology,  devel- 
oped in  the  West  and  firsti 
used  by  Israel  in  the  1982 
invasion  of  Lebanon,  isi 
openly  marketed  by  Israel 
Military  Industries.  The 
Soviet  Union  is  retrofit- 
ting its  newest  tanks, 
such  as  the  T-80,  with  re- 
active armor.  Even  the 
U.S.  Army  is  considering! 
its  use  on  the  Bradley 
Fighting  Vehicle,  the  fast 
troop  carrier  and  tank 
fighter  that  has  come  un- 
der criticism  for  being  too 
vulnerable  on  the  modem 
battlefield. 

Though  the  West's  lat- 
est generation  of  main 
battle  tanks  fire  a  shell 
that  can  penetrate  reac- 
tive armor,  the  East's  top- 
heavy  numerical  advan- 
tage in  tanks  (an  estimat- 
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Transportation. 

Wherever  it  goes,  we'll  be  a  part  of  it. 
Because  the  future  belongs  to  those 
who  stay  a  step  ahead-to  Eaton. 
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ed  17,000  main  battle  tanks  in  active 
front-line  Warsaw  Pact  units  vs.  6,500 
on  watch  for  NATO)  creates  an  obvi- 
ous problem,  particularly  as  NATO's 
tanks  aren't  the  key  factor  in  stopping 
Soviet  tanks.  States  the  Department 
of  Defense  in  its  publication  Soviet 
Military  Power,  "The  development  and 
extensive  deployment  of  reactive  ar- 
mor capable  of  defeating  relatively  in- 
expensive antitank  weapons  threat- 
ens to  shift  fundamentally  the  con- 
ventional force  balance." 

Says  Karbcr,  "Soviet  deployment  of 
reactive  armor  does  not  threaten  a 
fundamental  shift — it  is  a  fundamen- 
tal shift,  and  one  which  is  extremely 
destabilizing  in  terms  of  the  European 


military  balance."  What's  particularly 
bothersome,  he  says,  is  not  only  that 
reactive  armor  works  but  that  Soviet 
tanks  wearing  the  explosive  boxes 
have  been  quickly  deployed  forward 
in  such  large  numbers. 

The  deployment  of  reactive  armor 
threatens  to  alter  some  basic  ele- 
ments in  the  West's  strategy  for  fight- 
ing a  more  or  less  conventional  war  in 
Europe.  The  U.S.  and  its  NATO  allies 
count  on  beating  the  first  wave  of  any 
tank-led  Soviet  assault  on  Europe 
with  defensively  positioning  infan- 
try— the  U.S.  Seventh  Army  across 
Bavaria  and  southern  West  Germany, 
and  the  U.K.,  German  and  other 
NATO  armies  farther  north. 

The  second  and  third  echelons  of 
the  Soviet  force  would  be  hit  by 
planes  and  missiles  before  they  reach 
the  battle  line.  Then  our  tanks  would 
maneuver  against  and  around  and  be- 
hind the  Warsaw  Pact  forces,  going  on 


The  reckoning 


The  Soviet  T-80  tank  (top)  and  the  T-80  equipped  with  reactive  armor 
(below).  If  Warsaw  Pact  tanks  could  punch  through  NATO's  European 
defenses  to  the  Rhine  and  beyond,  the  U.S.  would  have  two  choices: 
abandon  Europe  or  use  nuclear  weapons. 


the  offensive  as  reinforcements  pour 
into  Europe  for  a  counterattack. 

Unfortunately,  if  Warsaw  Pact 
forces  were  able  to  punch  their  tanks 
quickly  through  Western  defenses 
and  send  them  rushing  to  the  Rhine 
and  beyond,  the  whole  strategy  would 
crumble.  Washington  would  be  faced 
with  the  choice  of  either  abandoning) 
Western  Europe  or  initiating  a  nuclear] 
exchange. 

No  technology  is  foolproof,  of 
course,  and  reactive  armor  has  its 
shortcomings.  The  material  addsl 
about  a  ton  to  the  weight  of  a  tank, 
which  slows  it  down.  The  armor  also] 
offers  less  protection  from  aerial  at- 
tack (the  top  of  a  tank  is  a  traditional 
weak  spot)  or  antitank  mines.  But 
Western  strategy  is  to  stop  a  Soviet 
tank  attack  with  antitank  weapons 
manned  by  ground  troops.  So  if  reac-l 
tive  armor  protects  the  enemy  tanks! 
from  such  antitank  weapons,  a  break- 
through becomes  possible. 

The  Army  position  is  that  the  Sovi- 
et use  of  reactive  armor  is  just  another 
move  in  the  constant  weapon/coun- 
terweapon  war;  that  tanks  can  be) 
stopped  with  artillery,  helicopter  as- 
sault and  advanced  antitank  rockets 
that  are  coming,  including  wire-guid- 
ed TOW2A  antitank  missiles.  These 
long-nosed  missiles  are  designed  to 
detonate  reactive  armor  pouches  be- 
fore the  main  body  of  the  projectile 
strikes  the  vehicle.  Designers  are  also 
working  on  hypervelocity  cannons — 

  the     faster  the 

Jl—^p  speed,  the  harder 
the  shell,  the  more 
likely  the  weapon  is  to  penetrate  ar-| 
mor.  But  that  doesn't  help  today.  Thei 
bulk  of  NATO's  antitank  weapons  arei 
obsolete,  says/rt;?<?'s. 

What  will  the  Western  allies  do? 
One  option  is,  of  course,  to  do  nothing) 
and  hope  that  war  doesn't  come.  More 
likely,  with  looming  reductions  in 
shorter-range  missiles  and  nuclear 
weapons,  the  Pentagon  will  demand 
more  conventional  weapons:  more 
powerful  antitank  weapons,  possibly 
reactive  armor  for  the  U.S.'  own  older 
or  lightly  protected  vehicles,  faster  in- 

  stallation  of  more 

22551  powerful  guns  oni 
existing  tanks, 
maybe  even  more  tanks  and  the  men 
to  man  them. 

In  short,  arms  reduction  moves 
aren't  likely  to  reduce  the  threat  of 
war,  or  even  the  cost  of  defending 
against  it,  unless  spread  to  conven- 
tional weaponry  as  well  as  to  nuclear 
missiles.  Barring  that,  it's  hard  to  ar- 
gue that  the  Western  allies  won't  need 
more  conventional  fighting  power. 
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iedrich  Air 
nditioners 
;  Dehumidiflers 

n  quality  Friedrich 
jm  air  conditioners, 
jit  pumps,  electric 
jit/ cool  models  and 
Humidifiers  (up  to 
pt.  capacity)  are 
Ide  in  America  and  give  money- 
ring  efficiency  and  dependable 
iformance.  Friedrich  has  the  broad- 
line  of  high  efficiency  room  air 
I'ditioners,  including  the  10,100  BTU 
letMaster*  with  an  unsurpassed  EER 


of  12.0- the  most  energy-efficient  in  the 
world.  For  more  information,  contact 
Friedrich  Air  Conditioning  &  Refrigera- 
tion Co.,  Marketing  Department  F,  P.O. 
Box  1540.  San  Antonio,  TX  78295,  (512) 
225-2000. 


!S  Communications 
troduces 
Irdless 
badset  Phone 

i  al  for  the  home, 
jce  or  garden, 
ACS  Cordless 
(nds-Free  Head- 
ji  consists  of  an 
|ra-light  head-set 
th  dialpad  and 
ill  t  i  —  featured 

Jtangular  base.  The  phone  can  be 
;d  as  a  wall-mounted  or  table-top 
bne,  or  as  a  cordless  headset  with  a 
age  of  750-1000  feet.  It  allows  the 
fer  to  receive  a  call  and  still  have 
,h  hands  free  without  putting  the 
jling  person  on  a  speakerphone.  The 
rdless  Hands-Free  Headset  will  be 
jd  at  telephone  stores,  department 
pes  and  catalog   outlets.  Other- 
's   consumer    products  include 
ihtweight  headsets,  amplifiers  and 
l  Swivel  Jack*.  For  more  informa- 
tion, contact 
ACS    at  250 
Technology  Cir- 
cle, Scotts  Val- 
ley, CA  95006, 
(408)438-3883. 


New  Top  Of  The  line  VCR 
From  NEC 

NEC  introduces  the  DX5000U  VCR  as 
successor  to  the  DX1000  voted  "VCR  of 
the  year"  for  1986.  The  DX5000U  is  a 
four  track  stereo  VCR  with  21  day,  eight 
event  recording  capabilities.  It  features 
advanced  electronics  which  include 
digital  noise  reduction,  dropout  com- 
pensation, reverse  playback,  natural 
slow  motion,  real  time  counter  and  time 
search.  Contact  your  NEC  sales  repre- 
sentative for  further  details. 


Whirlpool  Offers  One- Year  Free 
Replacement  Guarantee 

Whirlpool  Corporation  has  announced 
a  full  year  replacement  guarantee  for 
retail  purchasers  of  any  of  its  full  line 
of  Whir  lpool  br  and  major  home  appli- 
ances, beginning  June  1,  1987.  This 
guarantee  is  over  and  above  normal 
warranty  coverage;  is  available  in  all 
50  states;  excludes  only  range  hoods; 
and  is  limited  to  non-commercral  use 
by  the  original  pur- 
chaser. For  more 
information,  ^ee 
your  nearest  Whirl- 
pool dealer. 


Whirlpool 
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Mohawk'  :  The  Birth  Of 
A  Classic 

Just  one  look  and  you  can  tell  the 
Mohawk  Camera  Case  Collection  is 
going  to  be  around  long  after  others 
have  gone.  The  Mohawk  Collection 
boasts  a  plush,  rugged,  waterproof 
CharHyde  exterior  with  a  custom-like 
softness  and  luxury.  Whether  you 
need  a  functional  compact-35  pouch, 
multi-purpose  compartment  case  or 
zoom  compartment  case,  there  is  a 
Mohawk  that  fills  that  need.  Every 
case  has  special  customized  features- 
from  "Shock  Protection"  and  the 
Velcro1*  magic  of  self-customized 
compartments  to  3-way  straps  for 
carry  comfort.  For  more  information, 
contact  Coast  Manufacturing  Com- 
pany-the  world's  largest  manufacturer 
of  photo /video /specialty  luggage  and 
accessories-at  118  Pearl  St.,  Mt. 
Vernon,  NY  10550,  (800)  221-8748. 


Telequest's  Cordless  Solo  Phone 

Solo  is  the  cordless 
phone  that  goes 
places  other  phones 
can't.  Simply  plug 
its  base  station 
into  anv  phone  out- 
let within  850-1000 
feet  of  where  the 
Solo  phone  us  placed. 
The  hand-set  with 
its  sleek  charging 
stand  ntedh  no 
phone  outlet  and  is 
compact  enough  to 
fit  anywhere.  The 
Solo  phone  features  the  new  46/49 
MCz  frequency,  dual-one  security 
code,  low  battery  alert  LED,  mute 
button,  hideaway  antenna,  pressure- 
sensitive  hookswitch,  electronic 
ringer,  tone  dial,  and  an  AC  adaptor  to 
power  the  charging  stand.  Suggested 
retail  price  is  $115.95.  For  more  infor- 
mation, write  Tclcquest  at  7740  Ken- 
amar  Court,  San  Diego,  CA  92121. 
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CONTRARY  TC 
THIS  IS  NOT  HOU 
ARE  DETERMINED 

How  insurance  rates  are  set  is  perhaps 
the  least  understood  part  of  what  an 
underwriter  does. 

Actually,  the  process  is  quite 
straightforward. 
The  rate  covers  the  projected 
cost  of  future  claims,  the 
insurer's  anticipated 

expenses  and 
a  reasonable  profit. 
In  addition,  it 
reflects  conscientious 
efforts  made  by  the  policy- 
holder to  minimize  losses. 
Quantifying  the  unknown 
•  iiuire.  Insurers  must  properly 
product  so  they  can  pool  the 


premiums  of  many 
to  pay  the  claims 
expenses  of  a  few. 
To  estimate  the  cost  of  claims 
and  expenses,  the  underwriter  analyzes 
past  loss  experience  for  a  given  type  of 
risk  and  projects  socioeconomic  trends 
that  may  affect  the  future  cost  of  the 
risk  being  covered. 
The  unpredictability 
problem.  If  an  insurer 

predict  the  cost  of  risksT* 
has  no  way  of  knowing 
if  its  rates  are  adequate 
So  when  unpredictable 
factors  enter  the  equation,  the 
straightforward  practice 


OPULAR  BELIEF, 
SURANCE  RATES 


^. ^of  rate  setting  (((, 
becomes  more 
complicated. 
That's  why  we  at  AIG 
have  spoken  out  to  alert 
society  to  the  liability  crisis 
in  our  civil  courts.  No  other 
factor  has  contributed  more 
unpredictability  to  rate  setting 
than  the  growing  number  and  dollar 
value  of  liability  awards  granted 
to  so  many  in  our  increasingly 
litigious  society. 
It's  not  just  an  insurance 
industry  crisis.  Insurance  is  simply 
a  mechanism  for  spreading  the 
costs  of  risk.  When  risks  cost  more, 


M 

w 

everyone  pays 

more.  That's  why  it's  a  problem 
for  society  as  a  whole,  not  just 
the  insurance  companies. 
Do  we  want  to  continue 
to  allow  this  problem  to 
undermine  society's  ability  to 
secure  much  needed  protection 
from  the  unknown?  Or  do  we  want  to  work 
together  to  make  certain  that  insurance  is 
readily  available  and  affordable  for  all? 

The  future  course  of  insurance  depends  on 
society's  answers  to  these  questions. 

4ft  AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 

Our  Policies  Arc  Your  Best  Insurance. 


Personal  Affairs 


Kdited  by  William  G.  Flanagan 


This  is  the  trickiest  year  yet  for  figuring 
capital  gains.  Time  your  sale  wrong  and 
you'll  pay  an  extra  37.5%  in  taxes. 

The  long  and  short 
of  capital  gains 


Y'our  stock  or  mutual 
fund  portfolio  is  bulg- 
ing with  some  hefty  gains 
after  the  market's  heady 
run,  but  you're  still  get- 
ting nervous  about  the 
bull's  legs.  If  you  do  take 
your  gains,  how  much  fed- 
eral tax  will  you  have  to 
pay?  28%,  33%,  35%  or 
38.5%? 

The  correct  answer  is: 
Any  of  the  above,  depend- 
ing on  how  long  you  have 
held  the  stock,  your  in- 
come tax  bracket  and 
whether  or  not  you  sell 
before  the  end  of  calendar 
1987. 

Do  the  percentage  dif- 
ferences seem  too  small  to 
matter  much?  Try  this  on 
for  size  in  cold,  hard  cash. 
Say  you  are  sitting  with 
$10,000  in  paper  gains  re- 
alized since  you  bought 
shares  on  Jan.  5,  and  your 
taxable  income  in  1987 
will  top  $90,000.  If  you 
sell  before  July  6,  your  fed- 
eral tax  bill  will  amount 
to  $3,850,  netting  a  profit 
of  $6,150.  But  if  you  wait 
until  after  July  6  (six 
months  and  one  day  make 
vour  gains  long  term),  Un- 
le  takes  only  $2,800,  net- 
ting you  $7,200.  That's  a 
rencc  of  $  1,050 — over 
nf  your  total  gain. 

thought  things 


Capital  gains  rates 


Net  taxable   1987  

income         short  term  long  term 


$90,000  + 


38.5% 


28% 


45,000-90,000  35 


28 


Below  45,000  11-28 


1 1-28 


Net  taxable  1988 — '  

income  short  or  long  term 


$171,090  + 


71,900-171,090 


29,750-71,900 


0-29,750 


Figures  for  married  couple,  Filing  .i  joint  return,  claiming  two  exemptions 


would  be  simpler  after  the  new  tax  act, 
but  they  aren't,"  notes  Andrea  Marke- 
zin,  a  manager  of  the  tax  and  financial 
planning  group  of  Arthur  Young  ck  Co. 
"This  year,  capital  gains  can  be  taxed 
at  widely  different  rates." 

Confusion  about  the  new  rates  is,  of 
course,  understandable,  especially 
since  1987  is  a  transition  year.  Start- 
ing in  1988,  things  actually  do  get  a 
little  simpler  (see  table).  But  for  1987, 
remember  this:  All  net  long-terml 
gains  are  taxable  at  a  rate  not  to  ex- 
ceed 28%.  If  you  have  short-term 
gains — held  less  than  six  months  and 
a  day — the  taxable  rate  can  be  as  highl 
as  38.5%. 

What  if  you  have  short-term  gains) 
that  are  making  you  nervous?  Even  if 
the  investments  do  slip  somewhat, 
you  can  still  be  better  off  holding  on 
until  your  gains  go  long  term.  In  fact, 
you  can  afford  to  have  the  amount  ofi 
your  gain  drop  14.6%  in  value  befor 
going  long  term  and  you'll  still  b 
ahead  of  the  game  by  waiting.  Tipi 
Figure  what  your  gain  is  now,  if  it  is 
oregcoren  short  term.  Take  85.4%  of) 
that  amount.  Then  com- 
pute how  far  your  shares 
can  drop  to  leave  you 
ahead  by  that  amount.  Ifj 
you  think  it  is  unlikely 
your  shares  will  drop  by 
that  much  before  your 
gains  go  long  term,  hold 
on.  If  you  think  other- 
wise, sell  now. 

Example:  You  own 
1,000  shares  of  American 
Bananapeel,  which  you 
bought  at  $10  a  share  on 
Jan.  5.  It  is  now  trading  at 
$20,  giving  you  a  $10,000 
paper  gain,  which  is  still 
short  term.  Your  paper 
gain  can  drop  to  $8,540  be- 
fore July  6,  and  you  won't 
lose  anything  by  waiting 
for  the  gain  to  go  long 
term.  In  this  case,  that 
means  the  price  of  the 
stock  could  dip  to  $18.54 
per  share,  a  drop  of  $  1 .46. 

Note:  If  you  wind  up 
with  net  capital  losses  in 
1987,  the  law  still  allows 
you  to  deduct  only  $3,000 
of  those  losses  in  any  one 
year.  But  any  remainder 
can  still  be  carried  for- 
ward to  following  years. 
Another  important 
change  this  year:  Long- 
term  losses  are  now  de- 
ductible on  a  dollar-for- 
dollar  basis,  not  half  that 
rate,  as  before.— W.G.F. 


28% 


33 


28 


15 
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Da  Vinci  s  drawings  and  machines  in  Montreal;  speed- 
ing your  visa  applicatio?7  to  France;  "Rolex  girls. " 

Travel  briefs 


Looking  to  brush  up  your  French 
and  take  in  a  little  culture  this 
summer?  Montreal  can  accommodate 
•is  well  as  Paris. 

Leonardo  da  Vinci,  engineer  and  ar- 
:hitect,  is  the  theme  of  an  extraordi- 
lary  exhibit  at  Montreal's  Museum  of 
'■'inc. Arts.  It  is  the  largest  assemblage  of 
us  original  drawings,  manuscripts 
md  models  gathered  since  his  death 
n  1519.  The  display  also  features 
eight  large  machines  constructed  ac- 
cording to  the  drawings  of  the  master 
ind  a  large  model  of  a  church  con- 
ceived by  the  Renaissance  man.  Tick- 
ets to  the  exhibit,  which  runs  through 
t.Mov.  8,  are  available  through  Teletron 
lind  Ticketron  outlets  in  the  U.S.  and 
Canada  and  via  phone  from  the  Mon- 
treal Museum  of  Fine  Arts,  514-285- 
11600.  In  the  northeast  U.S.,  you  can 
ball  1-800-382-8080.  Ticket  sales  are 
[Limited  to  350  per  half  hour  to  avoid 
(overcrowding. 

!  Another  exhibition  of  note  in  Mon- 
treal is  "Gold  of  the  Thracian  Horse- 
men," through  Oct.  4  at  the  Palais  de 
\a  Civilisation.  Over  1,000  artifacts  re- 
cently discovered  in  tombs  in  Bulgar- 
ia are  on  display,  including  coins, 
crowns,  vases  and  bracelets  of  gold, 
(silver,  bronze  and  terra-cotta.  Closed 
Mondays. 

'  All  France-bound  Americans  now 
need  visas — and  the  French  are  get- 
ting as  tough  about  them  as  the  U.S. 
Immigration  Service  is  with  foreign 
visitors  to  this  country.  Lack  one,  and 
you'll  be  turned  back  at  the  border. 
Result?  Last-minute  travelers  are 
finding  long  lines  and  jammed  phone 
lines  at  the  various  French  consulates 
in  the  U.S.  (Boston,  Chicago,  Detroit, 
Houston,  Los  Angeles,  Miami,  New 
Orleans,  New  York,  San  Francisco, 
San  Juan,  Washington).  A  new  office 
just  to  process  visa  applications  for 
U.S.  citizens  who  live  in  New  York 
and  neighboring  states  has  opened  in 
New  York  at  75  Vanderbilt  Ave. 
lalongside  Grand  Central  Terminal). 
But  expect  lines.  If  you  wish  to  avoid 
long  waits,  you  can  obtain  the  visa 
application  from  the  nearest  French 
Government  Tourist  Office  (New 
York,  Chicago,  Los  Angeles,  San  Fran- 
cisco,. Dallas).  Mail  the  completed 
form  along  with  passport  and  a  $15 
certified  check  to  the  nearest  consul- 


Drawing  of  one  of  da  Vinci's 
machines  (notations  in  reverse) 


ate.  (Photos  are  no  longer  required.) 
To  expedite  its  return,  also  enclose  a 
prepaid,  self-addressed  Federal  Ex- 
press, Express  Mail  or  other  express 
courier  envelope.  Allow  at  least  two 
weeks.  Visas  are  good  for  three  years. 

Another  alternative  in  New  York,  if 
time  is  short,  is  the  Foreign  Visa  Ser- 
vice, which  will  wait  in  line  for  you. 
The  cost  is  $20.  The  service,  which 
will  also  do  your  waiting  at  other  for- 


eign consulates,  is  at  507  Fifth  Ave., 
212-876-5890.  If  you  can't  get  through 
by  phone,  drop  by  or  send  a  messen- 
ger. Another  service  for  those  who 
can't  wait  in  line  is  It's  Easy,  Inc.  at  10 
Rockefeller  Plaza,  212-586-8880.  It's 
Easy  charges  $50  to  get  a  French  visa. 

Occupancy  taxes  on  hotel  rooms 
are  clearly  getting  out  of  hand.  What 
began  as  a  relatively  minor  nuisance 
tax  now  averages  10%  at  the  20  lead- 
ing business  cities  in  the  U.S.,  with  9 
cities  having  raised  those  taxes  in  the 
last  year.  New  York,  Minneapolis  and 
Baltimore  tied  for  the  lead  with  12%. 
What  are  those  taxes  used  for?  Seldom 
for  services  that  benefit  visitors.  In 
Chicago  a  new  increase  will  likely  go 
toward  a  stadium;  in  Atlanta,  partly 
for  the  1988  Democratic  National 
Convention.  Talk  about  taxation 
without  representation. 

Watches  may  make  the  man — and 
the  mark.  "Rolex  girls"  have  been 
making  the  rounds  at  major  sporting 
events  from  coast  to  coast,  prowling 
posh  bars  looking  for  men  wearing 
expensive  watches.  The  women  in- 
vite themselves  up  to  the  men's  hotel 
rooms,  slip  Valium  and  quinine  or 
animal  tranquilizers  into  the  drinks, 
then  relieve  the  men  of  cash  and  jew- 
elry. The  Louisville  Courier-Journal 
reports  that  a  band  of  women  took  at 
least  eight  businessmen  for  cash  and 
jewelry  worth  over  $130,000  during 
the  Kentucky  Derby  weekend.  Simi- 
lar ripoffs  have  been  reported  from 
California  to  Texas  to  New  York.  All 
the  men  were  wearing  expensive 
watches — save  one.  He  was  wearing  a 
phony  Rolex,  but  lost  it  anyhow, 
along  with  $250  in  cash  and  $500  in 
jewelry. — W.G.F. 


U.S.  visitors  to  France  queue  for  visas  in  New  York 
Lines  can  be  avoided  by  mail — or  by  proxy. 
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rugs  coming  into  the  market  give  allergy  and 
sufferers  relief  without  making  them  drowsy. 

Awake  at  the  wheel 


By  Franceses  Lunzer 

Suffer  from  hay  fever  and  have  to 
take  antihistamines?  Or  do  you 
take  tranquilizers  that  also  cause 
drowsiness?  Millions  of  people  who 
need  such  drugs  sometimes  skip  tak- 
ing their  medicines  for  fear  of  getting 
sleepy.  If  you  are  one  of  them,  you 
should  know  about  some  new  antihis- 
tamines and  antianxiety  drugs  with- 
out those  side  effects. 

BuSpar  (buspirone  HQ),  a  Bristol- 
Myers  drug  for  treating  anxiety  disor- 
ders, was  approved  by  the  Food  & 
Drug  Administration  last  fall.  While 
drugs  such  as  Valium  and  Xanax,  the 
most  widely  prescribed  anxiety  re- 
lievers, have  a  wide  range  of  effects, 
including  drowsiness,  BuSpar  seems 
to  work  in  a  different  manner. 

Its  exact  mechanism  isn't  really 
known  yet,  according  to  Dr.  John  E. 
Knapp,  a  vice  president  at  Bristol- 
Meyers  Pharmaceutical  Group,  which 


By  Lisa  M.  Keefe 

AS  TECHNOLOGICAL  CHOICES  pile  up 
around  executives,  many  find  it 
useful — and     profitable — to  leave 
hose  choices  to  a  new  kind  of  full- 
time  manager:  the  vice  president  of 
?hnology.  also  called  the  chief  infor- 
mation officer. 

ation  of  this  top-level  position 


makes  BuSpar.  But  the  drug  has  been 
proved  effective  in  relieving  such 
anxiety  symptoms  as  nervousness 
without  causing  drowsiness.  Accord- 
ing to  Dr.  Michael  Liebowitz,  director 
of  the  anxiety  disorders  clinic  at  Co- 
lumbia-Presbyterian Medical  Center 
and  the  New  York  State  Psychiatric 
Institute,  BuSpar  is  recommended  for 
treating  generalized  anxiety  lasting  a 
month  or  more  rather  than  occasional 
panic  attacks.  That's  because  patients 
need  a  week  or  two  to  build  up  an 
effective  level.  One  advantage  that 
BuSpar  has  over  some  of  the  other 
anxiolytic  agents,  however,  is  that 
people  don't  seem  to  suffer  withdraw- 
al symptoms  when  they  stop  taking 
the  drug. 

Hay  fever  sufferers,  more  than  36 
million  of  them  in  the  U.S.,  have  had 
to  tolerate  drowsiness  as  a  necessary 
side  effect  of  the  antihistamines  they 
take.  That  explains  why  Seldane  (ter- 
fenadine),  a  nonsedating  antihista- 


Careers 


signals  a  rise  in  the  status  of  informa- 
tion systems  in  the  corporate  culture. 
Out  from  under  the  thumb  of  the  fi- 
nance or  operations  departments, 
where  they  were  useful  to  accoun- 
tants and  comptrollers,  information 
systems — computers  and  the  data 
they  generate — are  becoming  key  to 
long-range  strategy.  And  for  bright- 
eyed  young  managers,  the  informa- 


mine  from  Merrell  Dow  Pharmaceutic 
cals,  has  become  the  most  prescribed 
antihistamine  since  it  was  approveq 
by  the  FDA  two  years  ago.  Becausd 
very  little  of  Seldane  crosses  thq 
blood/brain  barrier,  which  bars  cerj 
tain  substances  in  the  bloodstream 
from  getting  into  the  brain,  Seldane 
doesn't  cause  drowsiness. 

However,  Seldane  isn't  always  a$ 
effective  as  other  antihistamines! 
Many  allergists  say  its  effectiveness  is 
under  70%.  "Patients  will  have  to  trt 
this  out  to  see  if  it  works,"  says  Drl 
Eugenia  Hawrylko,  an  instructor  in 
medicine  at  New  York  University 
School  of  Medicine  and  chief  of  imi 
munology  at  Long  Island  College  Hosi 
pital.  The  dosage  for  Seldane  is  one 
tablet  twice  a  day,  and  when  it  ia 
effective  it  gives  relief  from  hay  feve^ 
for  up  to  12  hours  with  each  dose. 

Several  pharmaceutical  companies 
including  Schering-Plough  and  Jans< 
sen  Pharmaceutica,  a  subsidiary  oi 
Johnson  &  fohnson,  are  applying  to 
the  FDA  for  approval  of  newer  non 
sedating  antihistamines.  Janssen's 
drug,  Hismanal  (astemizole),  wil] 
likely  be  approved  before  the  othersi 
Hismanal  works  by  blocking  histai 
mine  receptors  and  needs  to  be  taken 
only  once  a  day.  Approval  is  expectec 
sometime  in  1987. 


tion  systems  route  is  becoming  s 
plausible  path  to  the  top.  P.  Declar 
O'Riordan,  a  partner  with  Arthur  An 
dersen  &  Co.,  predicts  that  in  tei) 
years  "every  company  of  significance 
will  have  someone  with  these  responi 
sibilities  reporting  to  the  top  guy." 

Today's  chief  information  officer  \i 
not  a  glorified  data  processor,  ali 
though  some  executives  with  that  ti 
tie  simply  maintain  existing  systemsi 
An  information  officer  thinks  of  the 
long  term,  since  the  technology  he 
chooses  will  be  with  his  company  foi 
many  years.  He  may  be  responsible 
for  the  largest  capital  expenditures  hi 
the  company.  And  most  important 
the  chief  information  officer  has  the 
ear  of  the  chief  executive. 

"Information  systems  need  some 
one  who  sits  at  the  top  table,  because 
the  information  could  be  just  as  sig 
nificant  a  contribution  to  the  busi 
ness  strategy  as  the  financials,"  say 
O'Riordan. 

At  First  City  Bancorporation  ii 
Houston,  Robert  Pickering  is  one  o 
six  executive  vice  presidents  report 
ing  to  the  chairman.  "We  felt  tha 
First  City  had  made  such  a  large  in 


There's  a  new  office  in  the  executive  suite 
of  many  corporations  these  days,  manned 
by  the  chief  information  officer. 

More  room 
at  the  top 
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THE  EASIEST  WAT  TO 
GO  ABOUT  YOUR  BUSINESS 
IN  LATIN  AMERICA. 


iy  day  you  want  to  fly,  Pan  Am  is  the  easiest 
y.  We  fly  to  more  Latin  American  cities  with 
)re  747s  than  any  other  U.S.  airline.  And  you 
i  fly  from  over  25  cities  in  the  U.S. ,  including 
nstop  service  from  Los  Angeles,  New  York 
d  Miami. 

For  comfort,  nothing  compares  to  a  Pan  Am 
7.  There's  First  Class,  with  our  luxurious 
?eperette®  Seats.  Clipper®  Class  (six,  not 
fit  seats  across)  has  bigger,  wider  seats  and 
s  of  extra  legroom. 

And  every  time  you  fly  Pan  Am,  you  can 
rn  mileage  credit  in  your  Advantage® 
:ount.  As  you  earn  credits  and  if  you  are 


enrolled  in  Pan  Am's  WorldPass®  program,  you 
also  earn  upgrades  and  free  travel  awards.  For 
reservations  call  your  Travel  Agent  or  Pan  Am . 

Buenos  Aires  •  Caracas  •  Guatemala  City  •  Guayaquil 
Maracaibo  •  Mexico  City  •  Montevideo  •  Panama  City 
Rio  de  Janeiro  •  San  Jose  •  San  Salvador  •  Santiago 
Sao  Paulo.  .  "? 


EXPECT  MORE  FROM  PAN  AM 


Schedules  subject  to  change  without  not  ice.  A'Ad  vantage"  is  a  registered 
service  mark  of  American  Airlines,  Inc. 


First  City  Bancorporation's  Robert  Pickering 

Using  computer  hnowhow  to  enter  the  executive  suite. 


vestment  in  technology,  and  was  get- 
ting ready  to  invest  millions  more, 
that  technology  was  itself  a  core  busi- 
ness area  and  part  of  the  management 
team,"  he  says. 

Primerica  (formerly  American  Can) 
has  had  a  vice  president  for  informa- 
tion systems  and  services  for  some 
ten  years.  But  until  corporate  restruc- 
turing, completed  last  year,  eliminat- 
ed the  company's  manufacturing 
base,  the  information  officer's  role 
was  largely  practical,  not  strategic. 
"Five  years  ago  I  spent  75%  of  my 
time  on  line  management,  the  rest  on 
corporate-level  staff  management," 
says  Thomas  R.  Gaughan,  Primerica's 
top  information  systems  executive. 
"Now  those  percentages  have  been 
reversed,  and  the  line  responsibilities 
are  being  phased  out  altogether." 

How  does  an  information  executive 
earn  his  or  her  keep?  One  obvious  way 
is  by  using  information  technology  to 
cut  costs.  Take  First  City  Bancorpora- 
tion's Pickering.  The  state  of  Texas 
recently  legalized  branch  banking, 
putting  more  emphasis  on  cost  reduc- 
tion.  Under   Pickering's  direction, 
First  City  is  introducing  a  computer 
system  that  allows  customers  to  in* 
est  in  a  CD  or  open  an  IRA  or  other 
-  v  account  in  a  fraction  of  the  time 
nusly  required.  The  $5  million 
a  reduces  a  lot  of  tedious  cleri- 


cal work  and  saves  money. 

At  the  same  time,  says  Pickering, 
the  new-accounts  managers  are  free 
to  concentrate  more  on  the  profit-cre- 
ating business  of  drumming  up  cus- 
tomers, instead  of  simply  supervising 
platoons  of  clerks. 

At  Primerica  some  of  Gaughan's  in- 
formation systems  projects  have  cut 
costs  25%.  And  the  computer  sys- 
tems used  at  Fingerhut,  Primerica's 
direct-mail  division,  have  pushed  the 
division's  revenue  growth  over  the 
last  six  years  to  over  20%  annually, 
compared  with  an  industry  average  of 
about  8%.  For  the  future,  Gaughan 
has  been  testing  expert  systems  for 
possible  use  in  Primerica's  insurance 
units.  Sophisticated  computer  pro- 
grams will  evaluate  underwriting  ap- 
plications, passing  the  routine  propos- 
als along,  so  that  human  underwriters 
will  examine  only  the  extraordinary 
requests. 

Expert  systems  are  advanced  stuff, 
but  people  aiming  to  run  them  may 
not  have  to  go  out  and  get  a  computer 
engineering  degree.  Most  information 
officers  have  no  official  technical 
training,  just  knowledge  gleaned  from 
publications  and  manuals,  often  as 
part  of  a  previous  position.  Nor  are 
they  generally  chosen  from  the  data 
processing  ranks.  More  important 
than  technical  ability,  says  O'Rior- 


dan,  is  proven  managerial 
ability,  something  sonu 
managers  of  data  process 
ing  are  unable  to  transfer, 
Like  other  general  man 
agers,  aspiring  informa 
tion  officers  should  get  ex 
perience  in  most  of  tru 
main  divisions  of  th< 
company,  with  some  em 
phasis  on  information  sys 
terns.  But  only  "some' 
emphasis,  as  informatior 
officers  themselves  ad 
vise,  because  knowing  th< 
business  is  the  hard  part 
and  fitting  technology 
around  it  is  secondary. 

"My  job  is  not  to  knov 
how  it  works,  but  what  i 
can  do,"  says  J.  Ronah 
Knorpp,  chief  informatioi 
officer  for  Houston-basec 
Enron  Corp.,  the  natura 
gas  pipeline  company 
"We  have  consultants  ant 
other  technical  specialist 
who  know  how  it  works.' 

Naturally,  information 
based  companies  such  I 
banks  and  insurance  firm 
have  embraced  the  chiej 
information  officer  mor| 
quickly  than  manufactui 
ers,  and  the  pay  is  better  there,  tod 
One  estimate  is  that  98%  of  finan 
cial  services  companies  boast  execu 
tives  with  such  titles,  and  salarie 
can  run  up  to  $400,000.  Thus  fa 
manufacturing  firms  pay  only  abou 
a  third  that  amount,  and  only  5°} 
even  have  such  an  executive.  Nota 
ble  exceptions  to  this  trend  are  Coc 
per  Industries  and  General  Electric 
But  with  factory  automation  becoir 
ing  a  key  to  survival  in  many  indus 
tries,  the  necessary  capital  expend; 
tures  will  place  the  issue  squarely  oi 
the  boardroom  table. 

"Many  larger  companies  are  stil 
saying,  'This  doesn't  apply  to  us.' 
reply,  'It  will,'  "  says  Michael  Rott 
blatt,  who  is  a  managing  vice  pres 
dent  with  Korn/Ferry  International 
and  head  of  its  information  service 
practice.  "It  really  does  apply  to  large 
companies  now,  and  I  hope  they  reo 
ognize  it  before  their  competitors  do. 

The  new  information  officer  is  o 
ten  quite  young.  Rottblatt  cites  seve 
al  examples  of  officers  under  40.  Bi 
while  the  function  is  a  passing  lane  t 
the  corner  office,  Roy  Lowrance,  a 
associate  director  at  Bear,  Stearns  < 
Co.,  and  a  former  management  con 
sultant,  calls  it  a  passing  lane  with 
trap.  "If  you  ever  get  pegged  as  a  tecl 
nologist,"  he  says,  "you're  dead  in  tr 
water."  ■ 
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AT&T  brings  you 

a  program 
that  continues  to 


make  history 


Tour  years  ago, 
The  MacNeil/Lehrer  NewsHour 
made  history  as  the  first  hour 
long  evening  news  program 
on  national  television. 

It  continues  making 
history  every  week- 
night  on  PBS  as  an  ever- 
increasing  audience 
looks  to  the  program  as  "The  Nations  Hour  of  Evening  News." 

Consult  your  local  listings  and  join  the  millions  of  dedicated  viewers  who 
count  on  Robert  MacNeil  and  Jim  Lehrer  to  give  them  the  news  of  the  day  in  depth. 

We  at  AT&T  began  supporting  the  award -winning  MacNeil/Lehrer  approach 
to  the  news  in  1980.  We're  still  doing  it  today. 

We  believe  it's  one  more  reflection  of  our  commitment  to  excellence.  In  the 
quality  of  life.  In  the  quality  of  our  products  and  services. 

If  it's  outstanding  performance  you  want,  AT&T  will  see  that 
you  get  it. 


AT&T 

The  right  choice. 
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The  once  and  future  fat  cat 


111  hings  were  sure  tough  last  year  for 
j&  Craig  Hall,  the  socially  high-pro- 
file Dallas  real  estate  syndicator.  The 
real  estate  bust  in  the  Southwest 
threatened  to  devour  his  Hall  Finan- 
cial Group  (assets,  $4  billion),  an  ag- 
glomeration of  highly  leveraged  tax 
shelters.  Hall  responded  to  those  trou- 
bles by,  among  other  things,  eating 
less  and  running  3  miles  a  day,  a  regi- 
men that  helped  him  shed  20  pounds 
in  seven  months. 

But  over  the  last  few  months,  Hall 
has  started  to  eat  hearty  and  loosen 
his  belt  buckle  again.  Why?  Because 


his  prospects  are  finally  looking  up. 
For  one  thing,  a  standoff  with  the  Fed- 
eral Savings  &.  Loan  Insurance  Corp. 
last  summer  over  the  agency's  efforts 
to  foreclose  on  15  of  his  investment 
properties  has  been  solved.  Mean- 
while, negotiations  with  lenders  have 
spared  all  but  7  of  Hall's  250-odd  part- 
nerships from  foreclosure. 

Unlike  other  property  syndicators, 
Hall  has  even  managed  to  overcome 
the  disruptive  effects  of  the  1986  tax 
law  amendments,  which  severely 
limit  tax  shelter  deductions  by  inves- 
tors of  all  sorts.  Hall  has  done  this  by 


■  syndicator  Craig  Hall 
<f  it  to  the  industry. 


the  disarmingly  straightforward 
method  of  reincarnating  himself  as  al 
workout  specialist  for  other  troubled! 
syndicators.  Last  month  Hall  took  on 
his  first  new  deal:  30  properties  syndi-| 
cated  by  Vcsteq  Financial  Corp.,; 
which  is  in  Chapter  1 1 . 

Hall's  fix-up  strategy  is  equally 
straightforward.  His  approach  is  sim- 
ply to  get  lenders  to  agree  to  lower 
interest  rates  and  extend  their  payJ 
mcnt  terms  by  up  to  ten  years,  witM 
payments  being  based  in  part  on  thel 
property's  ability  to  pay.  If  Hall  can't! 
meet  the  payment  due,  the  difference] 
is  added  to  a  separate  account.  Lend-j 
ers  would  get  that  money  back,  plus 
their  principal,  out  of  the  proceeds, 
when  the  property  is  sold. 

For  the  limited  partners,  the  longet 
Hall  can  extend  the  life  of  the  original 
partnerships,  the  further  off  the  day  of 
reckoning  with  the  taxman.  And  the 
longer  the  delay,  the  closer  the  inves-j 
tors  come  to  having  their  tax  breaks 
equal  their  original  investments.  But 
limited  partners  could  pay  a  hefty 
price.  They  may  be  requested  to  put 
up  more  capital  as  part  of  restructurJ 
ing  negotiations. 

"I  took  over  Vesteq  because  I  felt  1 
owed  it  to  the  industry,"  Hall  says 
But  in  the  end,  the  only  one  sure  to 
make  out  is  Hall.  As  the  restructuring 
specialist,  he  becomes  general  partJ 
ner,  and  his  company  gets  6%  of  grosi 
receipts  for  management  fees.  When 
the  property  is  sold,  he  gets  up  to  5°M 
of  the  proceeds  as  a  sales  commission) 
plus  1%  of  the  value  of  the  debt  hejj 
restructured. 

Hall  claims  that  he's  not  just  skimi 
ming  the  cream  off  these  deals.  Aftei 
all,  he  has  promised  to  lend  Vestecj 
partners  at  least  $3.5  million,  ancj 
more  if  needed.  Unfortunately,  the| 
more  money  Hall  lends,  the  worse  the1 
deal  gets  for  the  limited  partners  he'i 
supposed  to  be  helping.  Why?  Because 
as  a  creditor,  he  is  entitled  to  get  hij 
money  back  along  with  the  lenders,  aa 
well  as  interest  calculated  at  prime 
plus  2%,  upon  the  liquidation  of  the! 
partnership.  Only  after  that  do  th^ 
limited  partners  divide  anything 
that's  left. 

In  fact,  about  the  only  way  the  lim 
ited  partners  will  see  anything  at  all  is 
if  the  proceeds  from  the  sales  of  these 
properties  are  elephantine.  Since 
most  of  the  properties  were  bought  a' 
inflated  prices,  and  no  one's  expecting 
a  resurgence  of  double-digit  inflatior 
that  might  drive  the  prices  to  the  sky 
the  chance  for  that  kind  of  profi 
seems  just  about  slim  to  none. 

Nice  deal  for  Hall,  tough  luck  fo 
everyone  else. — Lisa  M.  Keefe 
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Media  dealmaker  John  Kluge 
Suing  his  godfather. 


Business  is  business 

Billionaire  dealmaker  John  Kluge 
and  limousine  executive  William 
Fugazy  used  to  be  best  friends,  meet- 
ing daily  for  backgammon  at  New 
York's  Metropolitan  Club.  Nowadays 
they  are  more  likely  to  meet  in  court. 
The  dispute:  Kluge's  1985  purchase  of 
Fugazy  Express,  Fugazy's  New  York 
limousine  firm. 

Kluge,  who  built  a  $2.5  billion  for- 
tune running  Metromedia  Inc.,  paid 
tiis  buddy  Bill  $2  million  for  the  limo 
firm.  But  Express  failed  to  find  a  place 
^n  the  competitive  New  York  market 
and  filed  for  Chapter  1 1  bankruptcy 
protection  in  1986.  In  March  it  decid- 
ed to  liquidate. 

■  Now  Kluge  is  suing  Fugazy  for  $35 
million  plus  $250  million  in  punitive 
damages,  claiming  he  was  misled  by 
"misrepresentations  and  omissions" 
from  Fugazy  that  forced  Kluge  to 
pump  $26  million  more  than  expect- 
ed into  Express.  But  Fugazy,  who  be- 
came Kluge's  godfather  when  Kluge 
converted  to  Catholicism  several 
years  ago,  is  counterclaiming  that 
Metromedia  employees  destroyed 
documents  that  would  presumably 
have  revealed  mismanagement  of  the 
business  by  its  new  owner. 

"They  killed  my  company,"  says 
Fugazy.  "They  didn't  know  the  busi- 
ness, and  they  didn't  ask." 

The  lesson  from  this  fracas:  Busi- 
ness is  business.  Woe  to  the  friend- 
iship  that  gets  in  the  way.— Ruth  Simon 


Scooped 

Mark  Stevens,  president  of  the 
Haagen-Dazs  ice  cream  compa- 
ny, is  trying  to  make  the  best  of  a  bad 
situation.  In  1984,  a  year  after  Pills- 
bury  bought  the  firm,  300  franchise 
ice  cream  shops  that  came  with  the 
deal  began  losing  money.  "They  are 
^embarrassing,"    concedes  Stevens, 


who  joined  Haagen-Dazs  in  1985,  af- 
ter General  Cinema  sold  Sunkist  Soft 
Drinks,  which  he  founded. 

Haagen-Dazs  sales  have  tripled,  to 
$200  million,  since  Pillsbury  acquired 
the  company,  but  earnings  are  weak. 
"We're  going  to  have  a  profit  hiccup 
this  year,"  says  Stevens,  who  refuses 
to  give  specifics.  Outsiders  say  earn- 
ings could  melt  as  low  as  $13  million, 
down  over  30%  from  last  year. 

One  reason  for  the  drop  involves  a 
$10  million  plant  overhaul  needed  in 
order  to  avoid  bacterial  problems.  But 
a  bigger  headache  concerns  the  fran- 
chise shops.  The  U.S.  today  has  four 
times  as  many  ice  cream  shops  as  it 
did  six  years  ago,  but  retail  sales  have 
stagnated.  Yet  Stevens  cannot  dump 
Haagen-Dazs'  stores  since  franchisee 
contracts  make  it  nearly  impossible 
to  do  so. 


Since  he's  thus  stuck  with  the 
stores,  Stevens  is  using  them  as  a 
showcase  for  new  products  and  fla- 
vors such  as  chocolate  chocolate  mint 
and  macadamia  brittle.  That  gives 
Haagen-Dazs  at  least  something  of  an 
edge  over  market  newcomers  like  Ben 
&  ferry's  and  Frusen  Gladje,  which 
have  been  taking  big  bites  out  of  the 
$1  billion-plus  premium  ice  cream 
market.  Even  though  Haagen-Dazs 
still  leads  the  field,  Stevens  stresses 
that  future  sales  growth  will  depend 
on  a  steady  stream  of  new  products. 

Recently  rumors  have  circulated 
that  Pillsbury  may  unload  Haagen- 
Dazs.  For  now,  Pillsbury  denies  them. 
What  if  worse  comes  to  worst  and 
Pillsbury  changes  its  mind?  Stevens  is 
unconcerned.  Says  he,  "If  they  do,  I'll 
be  first  in  line  to  buy." — L.G. 


Haagen-Dazs  President  Mark  Stevens 
Making  the  best  of  a  bad  situation. 
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WESTERN 
IS  IN  OUR 
SKY 


When  Western  and  Delta  Air  Lines  merged,  our  maga- 
zine grew  as  well.  Now,  our  SKY  gives  you  even  greater 
national  coverage.  In  fact,  our  circulation  increased  by 
100,000  monthly,  giving  us  a  minimum  of  542,000  addi- 
tional readers  per  issue.  *  That  simply  means  that  your 
advertising  message  will  be  seen  and  read  by  more  of  the 
people  to  whom  you  want  to  sell  your 
product.  SKY  magazine  is  now 
NUMBER  ONE  in  inflight 


magazines  when  reaching  the  affluent  reader.  *  As  if  that 
weren't  enough  good  news  . . .  our  cost  per  thousandl 
remains  the  same.  To  all  those  Western  readers  and  ad- 
vertisers, we  say  "Welcome  Aboard."  We're  glad  to 
have  you  in  our  SKY.  For  your  media  kit  and  complete 
information,  call  Joan  Lyons  Sukana,  Vice  President/ 
National  Sales,  toll-free  at  1-800-523-6809,  or  writei 
Halsey  Publishing  Co. ,  12955  Biscayne  Blvd., 
North  Miami,  Florida  33181. 


iALSEY  PUBLISHING  CO. 

12955  Biscayne  Boulevard 
North  Miami,  Florida  33181 
Free:  1-800-523-6809 


1986  Mendelsohn 
Media  Research 


5)  893-1520  (In Florida)  ^g^T 


The  Forbes/Wilshire  5000  Review 


Edited  bv  Steve  Kichen 
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Wilshire  5000  equity  index 
The  total  price  of  all  stocks  for 
which  daily  quotations  are 
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Jig  stocks  were  on  the  mend  over  the  last  two  weeks, 
leverage  NYSE  trading  volume  was  only  1.37  million 
i.hares  during  the  last  two  weeks,  but  the  NYSE  posted  a 
1%  advance.  That  was  enough  to  compensate  for  the 
.harp  decline  in  stock  prices  in  mid-May  and  leave  the 
tiverage  Big  Board  issue  unchanged  over  the  last  four 
iveeks.  The  Dow  gained  3.7%  over  the  recent  two-week 
period  and  finished  the  four-week  stretch  with  a  modest 
).2%  increase.  The  Wilshire  index,  which  now  measures 


nearly  6,000  issues,  rose  3.9%  during  the  last  two  weeks. 
But  the  influence  of  Amex  and  Nasdaq  stocks,  which 
made  smaller  recoveries  over  the  last  two  weeks,  left  the 
Wilshire  index  with  a  small  loss  for  the  last  four  weeks. 

The  rebound  in  prices  pushed  up  price-to-eamings  mul- 
tiples. In  two  weeks  the  P/Es  on  the  Dow,  The  Forbes 
Sales  500  and  the  Wilshire  index  all  rose  around  one  point. 
The  Wilshire  index  now  sells  at  19.7  times  latest  12- 
month  earnings  while  the  Dow  multiple  is  19.3. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-0.2 

0.2 

0.2 

0.0 

-1.4 

-1.3 

in  last  52  weeks 

 ' 

15.1 

15.4 

23.3 

17.4 

17.5 

4.4 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

0.2 

1.1 

1.7 

-0.8 

-0.6 

-1.2 

-0.9 

0.1 

0.7 

-0.2 

0.3 

0.9 

in  last  52  weeks 

17.1 

34.0 

50.8 

21.0 

12.5 

9.3 

7.5 

39.6 

50.7 

14.6 

14.1 

23.3 

'Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  Based  on  sales. 
'A  stock's  sensitivity  to  overall  market  movement.  High-volatility  .ssues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  A  quantitative  evaluation  of  a  stock  s 
5rowth  image,  determined  by  Wilshire  Associates. 

Note:  All  data  for  periods  ending  6/5/87.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Defensive  stocks  were  back  in  favor.  Over  the  last  52 
weeks  consumer  nondurablcs  have  done  little  more  than 
paci  the  market.  Over  the  recent  two-  and  four-week 
periods,  however,  the  group  outperformed  all  other  sec- 
tors. Leading  this  group  were  Southland  and  Carson  Pirie 
Scott,  both  of  which  rebounded  on  news  of  sharply  higher 
earnings.  Another  defensive  group,  utilities,  posted  the 


third-best  performance  over  the  two-week  stretch,  a  gaj 
of  4.6%;  Portland  General  was  up  12%.  With  a  5.2 
increase  over  the  last  two  weeks,  transportation  stoclj 
had  the' second-best  performance.  But  much  of  the  i\ 
crease  in  this  often  volatile  sector  was  the  result  of  a  26' 
gain  for  Allegis,  which  has  been  in  the  news  as  a  restru 
turing  or  takeover  candidate. 


Percent  change  in  last  52  weeks  "0<2>  Percent  change  in  last  2  weeks 
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Consumer  durables 
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Consumer  nondurables  and  servh 
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What  the  Analysts  Think 


Wall  Street  remains  optimistic  about  energy,  raw  materi- 
als, consumer  durables  and  consumer  nondurables.  For 
the  second  week  in  a  row  security  analysts  raised  their 


1987  earnings  estimates  for  these  sectors.  Leading  tr 
pack  was  energy,  where  estimates  increased  1.7% .  The  o 
stocks  now  sell  at  18.2  times  their  1987  forecast. 


Forecasting  the  Forbes  Sales  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.52 

18.4 

1987  estimates 

3.34 

13.9 

1988  estimates 

3.92 

11.9 

1 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1987 
EPS  P/E 

%  change  in  1987  estim 
in  2  weeks     in  4  wee) 

1  Energy 

$2.58 

18.2 

1.68% 

2.17% 

2 

Raw  materials 

2.35 

15.9 

0.82 

1.59 

3 

Consumer  durables 

3.75 

13.2 

0.40 

8.63 

4 

Consumer  nondurables 

2.41 

17.1 

0.17 

0.48 

5 

Technology 

2.62 

16.9 

-0.07 

-3.68 

6 

Utilities 

2.67 

10.1 

-0.17 

-0.23 

7 

Transportation 

2.22 

15.5 

-0.49 

-1.42 

8  Finance 

3.40 

9.3 

-1.13 

-1.60 

9 

Capital  goods 

2.11 

19.2 

-1.39 

-1.86 

rejections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continually  by  the  Institutional  Brc 

System  |IBES),  a  service  o(  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm. 

period       Sng  675/871  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  IBES,  a  service  of  Lynch,  loncs  &  Ryan,  New  York. 
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The  year's  most  exuberant  best- 
seller is  sweeping  across  America! 


L/e  can't  remember  readers  or  reviewers  ever  having  a  better  time  with  a  book, 
ilalcolm  Forbes  succeeds  in  doing  something  that  is  altogether  rare  in  this  world.  He 
las  fun-and  in  Around  the  World  on  Hot  Air  and  Two  Wheels  we  share  it  to  the  hilt 


V  book  overflowing  with 
exuberance  and  great  < 

jood  humor.  Malcolm  Forbes, 

iwner  and  editor  of  Forbes  magazine,  is 
Mrely  one  of  the  richest  of  men  and 
-ery  likely  the  busiest.  What  he  does 
nth  his  money  is  endlessly  fascinating 
nd,  in  a  way,  almost  endearing. .  Now 
i  e  has  put  together  a  handsome  book 
"alebrating  his  exploits.  Around  the 
Jorld  on  Hot  Air  and  Two  Wheels  is 


priced  at  $24.95  and  it's  worth  every 
penny."  —Jeremiah  Tax,  Sports  Illustrated 

So  overwhelmingly  a 
celebration  of  the  joys  of 

adventure,  as  well  as  an  affirma- 
tion of  the  'good  side'  of  life,  that  the 
reader  is  soon  buoyed  by  its  exuberant 
message:  'Don't  stay  put  when  you  can 
put  foot  into  any  part  of  this  still  whole, 
wide  and  mostly  wonderful  world  " 
—Shirley  Horner,  The  New  York  Times 


*A  cross  between  Marco 
Polo  and  Jules  Verne. 

Who  else  in  the  second  half  of  the  20th 
century  would  fly  across  continents  and 
oceans  in  a  brightly-colored  balloon  or 
go  jolting  his  way  on  a  motorcycle 
through  countries  like  China,  Pakistan, 
and  across  North  Africa?  In  this  gor- 
geously illustrated  book  Forbes  tells  why 
and  how  he  did  it  and  why  he  will  pre- 
sumably go  on  doing  it  as  long  as  he  can. 

'A  book  for  the  eye  to 
admire  and  the  mind  to 

-John  Barkham 
Reviews 


marvel  over!' 


th  250  photographs-most  in  full  color-it's  the  happiest  book  you  can  give.  At  bookstores  now 

Simon  and  Schuster/ 


Insurance 


If  you  own  a  minimum  deposit  life  insur- 
ance policy,  condolences  are  in  order.  Tax 
reform  probably  leaves  you  with  nothing 
but  unpalatable  options. 

The  insurance 
loan  dilemma 


By  Laura  R.  Walbert 

SCATTERED  WITH  PICTURES  of  per- 
ilous moments  from  old-time 
movies,  the  brochure  reads,  "In- 
troducing Minimum  Deposit  Rescue. 
Salvation  for  clients  with  existing 
policy  loans."  According  to  this  mis- 
sive to  life  insurance  salesmen  from 
Avon,  Conn. -based  Security-Con- 
necticut, it  is  "the  only  hope  to  rescue 
your  minimum  deposit  clients  from 
financial  disaster."  Of  course,  Securi- 
ty-Connecticut is  also  quick  to  note, 
"This  unique  opportunity  will  earn 
you  high  commissions  as  you  help 
your  clients  save  money." 

Never  mind  the  melodrama,  Securi- 
ty-Connecticut is  right.  Minimum  de- 
posit is  an  insurance  ploy  broken  by 
tax  reform,  and  policyholders  may 
need  to  take  action.  Unfortunately, 
the  choice  may  come  down  to  the 
lesser  of  two  evils. 

Minimum  deposit  used  to  be  a  tax 
dodge  involving  insurance  policy 
loans.  Generally,  the  policyholder 
would  pay  premiums  for  a  few  years, 
long  enough  to  build  a  modest  cash 
value.  Then  he  would  start  borrowing 
against  that  cash  value  to  pay  further 
premiums.  Part  of  the  interest  pay- 
ments on  those  loans  would  be  cov- 
ered by  buildup  in  the  policy's  cash 
value.  In  effect,  the  policy  owner  is 
borrowing  from  the  insurance  compa- 
ny and  lending  to  it  at  the  same  time. 
A  silly  game — except  that  the  borrow- 
ing generated  interest  deductions. 

Last  year's  tax  act  dealt  good  rid- 
dance to  this  loophqle.  The  deduction 
r'oi  interest  on  loans  against  insurance 
ies  is  going  to  be  phased  out. 
■eaves  loophole  players  in  a 


quandary.  Continue  the  policy  and 
you  will  face  escalating  payments, 
with  no  tax  benefit.  Cancel  the  policy 
and  you  can  get  hit  with  a  huge  tax 
bill,  since  the  deductions  enjoyed  in 
earlier  years  boomerang,  as  they  al- 
most always  do  with  tax  shelters. 

Suppose  you  are  a  55-year-old  male 
who  has  been  borrowing  the  maxi- 


lohn  Segal 


mum  from  a  ten-year-old  $1  million 
whole  life  policy.  According  to  one 
company's  hypothetical  calculation, 
you  would  owe  $61,379  a  year  just  to 
cover  premiums  and  pay  the  interest 
on  your  $348,083  loan.  If  you  let  the 
policy  lapse,  the  taxman  will  get  you. 
In  that  same  policy,  there  is  a  taxable 
gain  of  $64,577  by  the  tenth  year, 
even  though  a  surrender  would  yield 
only  $51,824  in  cash  back  to  you  (cash 
value  minus  loan  balance). 

If  the  policy  is  more  than  five  to 
eight  years  old  and  you  let  it  lapse, 
you'll  probably  have  a  taxable  gain.  If 
the  policy  is  newer  than  that,  you'll 


most  likely  have  a  loss — that  is,  yoil 
cumulative  cash  outlays,  net  of  til 
surrender  payment,  are  bigger  tha 
your  cumulative  tax  deductions.  Tq 
bad  news  is  that  this  loss  won't  be  tai 
deductible.  "The  unused  cost  basis 
lost  forever,"  says  Edward  Daltoill 
vice  president  and  actuary  with  Phodl 
nix  Mutual. 

There's  another  option:  Come  u 
with  the  $348,083  to  pay  off  the  loai) 
maybe  by  borrowing  against  you 
house.  That  would  be  okay  if  the  in 
vestment  return  on  the  policy  wej 
really  terrific. 

Finally,  you  could  exchange  th 
policy  for  a  new  one.  That  preservel 
your  cost  basis,  and,  if  you  transfer 
the  policy  loan  along  with  the  policjj 
there  is  a  chance  you  could  avoid  a  ta 
bill  on  the  transaction  (the  IRS  say 
the  matter  is  being  studied). 

If  you  decide  to  trade  in  the  policy 
both  Northwestern  and  Phoenix  My 
tual  offer  special  deals — with  lowei 
than  normal  commissions — for  minil 
mum  deposit  policyholders  who  wanj 
to  make  a  switch.  Security-Connectii 
cut  and  Los  Angeles-based  Trans! 
america  Occidental  Life  also  offel 
universal  policies  that  include  thj 
transfer  of  an  old  loan  to  the  new 
policy.  Just  as  if  you  had  stayed  put 
however,  you  must  continue  payinj 
on  the  loan,  and  the  remaining  inter 
est  payments  will  gradually  become 
nondeductible. 

The  trade-in  also  doesn't  solve  an 
other  problem:  The  insurer  is  collect! 
ing  a  spread  on  the  borrow-and-lenc 
merry-go-round.  Transamerica  gets  $ 
0.8%  spread  on  the  money  you  arq 
simultaneously  lending  and  borrow- 
ing. But  you  may  be  able  to  get  a 
better  deal  on  the  new  policy  on  othei 
counts.  Says  Larry  Brickner,  a  Securi- 
ty-Connecticut second  vice  president; 
"There  have  been  tremendous  im-jl 
provements  in  mortality  assumptions 
and  interest  rates.  Newer  products 
outperform  older  ones." 

Now  consider  your  age  and  health. 
Can  you  get  a  new  policy?  "Insurabil- 
ity becomes  very  important  after  age 
45,"  says  James  Gillespie,  a  North- 
western Mutual  marketing  officer. 
And  then  there  are  the  commissions 
built  into  any  new  policy  acquisition, 
as  much  as  40%  to  50%  of  the  first- 
year  premium  if  you're  switching  in- 
surers. Says  Robert  Hunter,  of  the  Na- 
tional Insurance  Consumer  Organiza- 
tion, "Once  you've  been  in  a  policy 
for  a  while,  you've  gone  through  the 
front-end  loads.  It's  not  necessarily  a 
good  idea  to  get  out." 

In  short,  there  may  be  nothing  bet- 
ter to  do  than  keep  the  policy  and 
swallow  the  tax  reform  medicine.  ■ 
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IT'S  OVER  22,000,000  AMERICANS 
TUNING  IN  EVERY  WEEK 

Paul  Harvey  News  has  a  point  of  view.  And  America  buys  it.  Seventeen  times 
a  week.  Three  times  a  day  and  Saturdays,  too.  Paul  Harvey's  sharp,  crisp, 
insightful  and  often  provocative  style  has  captured  an  audience  that  grows, 
and  grows,  and  grows.  Up  21%  in  the  past  five  years.  His  morning  and 
noontime  news  shows  rank  #1,  #2  and  #3  in  total  audience  for  network 
radio.  In  #5  position  ...  his  weekly  afternoon  program,  "The  Rest  of  the 
Story;'  which  is  also  presented  Saturday  mornings,  starting  spring  1987. 

PAUL  HARVEY,  THE  MOST  LISTENED  TO  MAN  IN  RADIO 

®  ABC  RADIO  NETWORKS 

SOURCE:  RADAR  34.  FALL  1986.  PERSONS  12+.  NETWORK  AUDIENCES  TO  COMMERCIALS  WITHIN  PROGRAMS 


Statistical  Spotlight 


The  best  way  to  invest  in  new  savings  and 
loans  may  be  to  follow  local  depositors 
rather  than  Wall  Street. 


Honey  in  the  bank 


By  Zoran  Lazarevic 


Savings  and  loans  have  been 
converting  from  mutual  to 
stock  ownership  at  an  extraordi- 
nary rate.  The  Forbes  New  Issues  Da- 
tabase turns  up  115  thrifts  that  went 
public  in  1986.  That's  more  initial 
public  offerings  than  for  any  other 
industry. 

Those  thrift  issues,  as  it  happens, 
were  good  buys,  having  outperformed 
the  Standard  &  Poor's  thrift  industry 
stock  index  by  30%  on  average  since 
coming  out.  This  thrift  index,  in  turn, 


was  beating  the  overall  market  until 
interest  rates  turned  up  in  March. 

But  which  characteristics  went 
with  the  best  returns?  Is  there  a  pat- 
tern? We  studied  the  market  perfor- 
mance of  the  1986  issues  with  the 
help  of  Adams  Cohen  Securities  Inc., 
an  investment  banker  for  the  thrift 
industry.  Robert  Adams,  the  firm's 
cofounder  and  managing  director,  be- 
lieves in  riding  on  insiders'  coattails. 
The  insiders  in  question  are  deposi- 
tors at  a  mutual  institution,  who  by 
law  must  have  first  crack  at  subscrib- 
ing to  the  stock.  "In  general,  the  high- 


er the  subscription  rate  by  the  thrift's 
customers,  the  loftier  the  stock  per- 
formance," he  says. 

That  phenomenon  is  most  apparent 
in  the  conversions  where  at  least  70% 
of  the  stock  was  grabbed  by  insiders. 
Among  those,  each  10  percentage! 
points  of  added  insider  subscription) 
was  associated  with  an  improvement] 
of  about  11%  in  market  performance 
Among  conversions  with  less  tha 
70%  insider  participation,  however, 
the  degree  of  participation  didn't] 
seem  to  matter. 

In  short,  if  the  offering  is  so  popula 
that  most  of  the  stock  is  snapped  upl 
by  depositors,  then  the  stock  is  a  buy 
if  you  can  get  it  near  the  original  offer- 
ing price.  Indeed,  some  crafty  inves- 
tors try  to  get  in  on  the  good  deals  by 
depositing  money  at  thrifts  that  are 
considered  prospects  for  conversion. 

We  also  ran  a  test  of  stock  perfor- 
mance against  the  book-to-price  ratio.! 
The  result  will  disappoint  fans  of  val-l 
ue  investing.  There  was  next  to  noi 
correlation  between  book  value  and) 
subsequent  performance. 

The  table  below  lists  100% -sub 
scribed  thrifts  that  went  public  thisl 
year.  Of  the  13,  some  have  moved  to 
big  premiums  over  offering  price  and 
may  be  no  bargains  now. 

"Tangible  book  value"  is  book  val- 
ue less  intangibles  such  as  goodwill, 
the  excess  paid  over  book  value  for  an 
acquired  company.  "Scheduled 
items"  are  delinquent  loans.  The  in 
dustry  average  ratio  of  scheduled 
items  to  total  assets  is  2.4%.  ■ 


Bankers'  dozen 

These  13  thrifts  converted  to  stock  ownership  this  year, 
and  all  were  so  popular  with  depositors  that  outsiders 
could  get  stock  only  in  the  aftermarket.  High  depositor 

participation  has  been  associated  with  strong  stock 
performance.  Some  of  these,  however,  have  already 
moved  a  good  ways  since  the  offering. 

 Price  

Tangible  book  value* 
total  per 
l$mil)  share 

Total 
assets 
($mil) 

Scheduled 
itemst 
to  assets 

Company/location 

offer 

as  of  6/1/87 

0/ 

70 

change 

Abraham  Lincoln  FSB/Dresher,  PA 

$12.00 

$13.50 

13% 

$11.7 

$19.66 

$133 

1.39% 

Anchor  Savings/Northport,  NY 

11.50 

10.25 

-11 

-305.1 

-19.91 

7,149 

0.84 

Bristol  Federal/Bristol,  CT 

11.50 

12.25 

7 

20.3 

17.41 

177 

2.34 

Cheshire  Financial  Corp/Keene,  NH 

14.38 

19.25 

34 

76.7 

19.19 

339 

0.20 

Cottage  Savings  Assoc/Cincinnati,  OH 

10.00 

15.25 

53 

15.4 

17.82 

183 

0.50 

Deerfield  Federal/Deerfield,  IL 

12.50 

17.00 

36 

26.3 

22.86 

252 

0.93 

First  Federal  S&L/Columbia,  TN 

10.00 

12.00 

20 

8.9 

.  14.91 

75 

0.06 

Home  Federal  Savings  &  Loan/Xema,  OH 

10.00 

12.13 

21 

13.9 

24.27 

225 

1.60 

New  Bedford  Institution/New  Bedford,  MA 

14.38 

16.00 

11 

171.9 

20.47 

693 

0.22 

Saint  Paul  Bancorp/Chicago,  IL 

10.00 

11.13 

11 

185.4 

15.68 

2,438 

0.43 

Southstate  Bank/Brockton,  MA 

11.00 

10.00 

-9 

37.3 

16.20 

228 

1.30 

•Id  Savings/Southold,  NY 

12.00 

12.88 

7 

97.0 

17.64 

600 

0.25 

tig  .V.»»n's  Co-op  Bank/Boston,  MA 

11.50 

13.75 

20 

15.0 

13.59 

210 

0.76 

k-  goodwill,    t  Delinquent  loans. 

Sources:  Trident  Financial  Corp., 

Adams  Colxn  Securities  tnc 

Kaplan  Smith  & 

Assoc..  Forbes. 
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MUTUAL 
FUNDS 


Issue  Date:  Sept.  7,  1987.    Closing  Date:  August  3,  1987. 


6  was  the  third  con- 
nive year  of  record- 
iking  fund  sales,  and 
phenomenal  growth 
uld  continue  in  1987. 
ft  flood  of  new  and 
itinuing  investors 
|ig  with  the  addition 
jmany  new  funds  is 
jain    to    make  the 
foes    1987  "Mutual 
d  Survey"  a  major 
jlishing  event.  This 
bial  report  provides 
[sstors  with  over  70 
les  of  useful  informa- 
l   plus  performance 
ings    on  individual 
^tual  funds  not  avail- 
p  through  other  direc- 
es.  As  a  result  of  the 
cial  appeal  of  this  is- 
,  it  is  used  through- 
the  year  as  a  refer- 
e  guide,  generating 
lespread  attention  and  ex- 
ding  the  life  of  your  adver- 
ng  message. 

bes  Honor  Roll 

isistency  is  the  key  to 
bes'  mutual  fund  rating  sys- 
L  Forbes  analyzes  fund  per- 
nance  beyond  the  recent 
rt-term  period.  Forbes  also 
dies  the  gains  and  losses  of 
ds  in  both  rising  and  falling 
rkets,  because  the  super- 
's of  one  rating  period  often 
the  first  thereafter  to  fall 
By  studying  both  market 


MULTIPLICITY 


conditions,  investors  can  judge 
more  realistically  a  fund's 
risks,  along  with  the  money 
manager's  skills. 

In  addition  to  the  fund  rat- 
ings, this  special  issue  will 
contain  feature  articles  on  the 
fund  business  and  on  selecting 
funds,  plus  the  closely 
watched  Forbes  Honor  Roll  of 
consistent  winners.  Expanded 
tables,  listings  and  extensive 
data  on  fund  distributors  and 
bond  funds  are  included.  All 
data  will  be  organized  in  a 
highly  comprehensive  manner 


to  make  it  easier  for 
readers  to  locate  infor- 
mation and  understand 
what  they  read. 

Influential  Investors 

Forbes  offers  you  access 
to  a  substantial  market 
of  active  and  influential 
investors. 

■  99%  of  Forbes  sub- 
scribers maintain  invest- 
ment portfolios  that  av- 
erage $718,000  in  value. 

■  88%  own  corporate 
stock  worth  an  average 
of  $551,000. 

Source:  Don  Bowdren  Associates,  1985. 

Forbes  Means  Results 

All  advertisers  in  the 
September  7th  issue  can 
take  advantage  of  the 
reader  service  card-a 
proven  source  of  effec- 
tive responses.  Last  year's 
"Mutual  Fund  Survey  "  generat- 
ed over  8  70  inquiries  per  mutual 
fund  advertiser.  What  better 
indicator  of  Forbes  advertising 
effectiveness  than  its  impres- 
sive reader  inquiry  returns? 
The  Forbes  "Mutual  Fund  Sur- 
vey" has  become  a  "must"  ref- 
erence for  investors  and  a 
"must"  edition  for  financial 
service  advertisers. 


Capitalist  Tool 


FINANCIAL  NEWS  FROM   B.A.T  INDUSTRIES 


BAT  Industries 
encouraging 
first  Quarter 


nrst  guar 


THREE  MONTHS  RESULTS 


£1  =  $1.61  at  31.3.87  ($1 48  at  31.12.86) 

3  months  to  March  1987 

3  months  to  March  1986 

Chaij 

PRE-TAX  PROFIT 

£272m 

£236m 

+  15 

EARNINGS  PER  SHARE 

10.88p 

9.31p 

+  17 

•  Pre-tax  profit  up  15%  despite  lower  dollar.  •  Earnings  17%  higher. 

•  Encouraging  start  to  year.  •  Financial  services  £94m  profit,  good  start 
from  Eagie  Star,  Allied  Dunbar,  Canada  Trustco.  •  £66m  profit  from  paper. 


with  pulp  an  important  contributor.  •  Strong  growth  from  Argos,  mcreas 
sales  in  BATUS  retail.  •  Higher  tobacco  profits  from  US,  Latin  Amer 

and  Far  East. 


B  AT  INDUSTRIES 


NANCIAL  SERVICES 


RETAILING 


PAPER 


T  0  B  A  C  C 


The  full  quarterly  report  is  being  posted  to  shareholder  s  and  copies  are  available  »>oni  BATUS  (NY),  445  Park  Avenue,  New  York.  NY  10022. 


Capital  Markets 


MONEY  &  INVESTMENTS 


Some  municipal  bonds  may,  like  the  mu- 
sic of  Wagner,  be  better  than  they  sound. 

LISTEN  UP 


By  Ben  Weberman 


For  state  and  local  governments  reg- 
ularly going  into  the  capital  mar- 
kets to  raise  cash — can  you  name 
one  that  doesn't? — geography  may 
be  destiny.  Sylvan  Feldstein,  vice 
president  in  charge  of  municipal 
bond  research  at  Merrill  Lynch, 
warns  that  aside  from  some  pockets 
of  vitality  like  Chicago  and  Kansas 
City,  the  potential  for  default  by 
municipal  borrowers  in  the  U.S. 
heartland  is  now  greater  than  at  any 
time  in  the  past  40  years. 

I've  been  hearing  a  lot  of  that  kind 
of  worry  from  experts  in  the  field 
lately.  James  Spiotto,  partner  in  the 
Chicago  law  firm  of  Chapman  &. 
Cutler  and  a  leading  authority  on 
municipal  bankruptcies,  says  his 
phone  has  been  ringing  incessantly 
with  calls  from  government  finance 
officers  and  bondholders  asking 
nuts-and-bolts  questions  about 
bankruptcy.  Several  speakers  at  a 
recent  meeting  of  the  Municipal  Fo- 
rum of  New  York,  a  group  of  munic- 
ipal bond  experts,  told  me  that  if 
one  or  two  hard-up  borrowers  break 
the  ice,  a  flood  of  municipal  bank- 
ruptcies could  follow.  Feldstein,  for 
example,  thinks  East  Coast  and 
West  Coast  issuers  of  tax-exempt 
securities  are  sound  but  that  the 


Ben  Weberman  is  a  senior  editor  of  Fokbes 
magazine. 


rest  of  the  country  is  in  slow  eco- 
nomic decline.  Small  credits,  he 
adds,  must  be  watched  closely. 

Easier  said  than  done.  Require- 
ments imposed  on  municipal  bor- 
rowers for  prompt,  or  even  accurate, 
disclosure  of  revenues  and  expendi- 
tures are  few.  Even  experienced 
bond  analysts  have  their  hands  full 
judging  whether  some  municipality 
is  falling  behind.  The  odds  against 
individual  investors  making  those 
judgments  are  heavy  indeed. 

But  those  investors  who  are  will- 
ing to  try  can  be  rewarded  with  bet- 
ter yields,  as  long  as  they  remember 
the  cardinal  rule  in  investing — 
there  is  "nothing  for  nothing"  in 
this  world.  Any  bond  paying  more 
than  seems  justified  by  its  credit 
rating  is  telling  us  that  the  market 
has  a  lower  opinion  of  the 
borrower's  creditworthiness  than 
the  rating  agency  has.  The  only  rea- 
son to  think  otherwise  is  persuasive 
evidence  that  the  bond  is  a  victim  of 
circumstances  and  is  therefore 
worth  more  than  the  market  thinks. 

Most  Illinois  bonds,  for  example, 
are  rated  Aaa/AA-plus  by  Moody's 
and  Standard  &  Poor's,  but  they  are 
trading  at  prices  you'd  expect  for 
bonds  rated  lower,  at  AA-minus. 
Thus,  the  return  on  Illinois  20-year 
bonds  is  about  0.40%  more  than  on 
obligations  carrying  similar  quality 
ratings  from  other  states.  But  spe- 
cial circumstances  are  at  work.  Illi- 
nois is  experiencing  financial 
strains  because  its  budget  is  not  bal- 
anced, and  there  is  litigation  over  a 
state  telephone  tax  that  could  lead 
to  a  possible  $160  million  deficit. 
The  effect  of  the  fuss  has  been  to 
raise  yields.  But  Illinois  would  have 
no  difficulty  finding  some  other 
source  of  revenues  to  cover  its  bud- 


get deficit.  So  Illinois  bonds,  as  the 
wag  once  said  about  Wagner's  mu- 
sic, may  be  better  than  they  sound. 

Among  local  government  obliga- 
tions, Dade  County,  Fla.  carries 
yields  substantially  higher  than 
other  bonds  rated  A-l/A-plus.  The 
6.40s  of  2006  are  priced  to  yield 
7.85%.  Contrast  that  with  Oakland 
County,  Mich.  53/4S  of  2004,  priced 
to  yield  7.5%.  The  influx  of  Cuban 
refugees,  racial  riots  and  drug  traf- 
ficking have  given  Dade  a  black  eye 
in  national  bond  markets.  But  its 
underlying  economy  is  strong.  Stan- 
dard &.  Poor's  says  that  Dade  has  a 
manageable  debt  burden,  rapid 
growth  and  should  have  its  budgets 
in  balance.  That  is  a  good  endorse- 
ment of  the  quality  of  debt. 

So  alert  investors  can  add  nicely 
to  their  yields  by  taking  measured 
risks.  But  anyone  who  puts  safety  of 
principal  first  should  be  prepared  to 
give  up  as  much  as  0.5%  of  annual 
return  on  bonds  due  in  20  years. 

Better  dead  than  red 

There's  a  big  difference  between 
bankruptcy  and  default.  For  inves- 
tors in  municipal  securities,  bank- 
ruptcy may  mean  very  little  in  the 
short  run  but  disaster  later  on.  De- 
fault, on  the  other  hand,  means  in- 
stant pain  but,  often,  hope  that  all 
will  be  well  in  time. 

If  a  municipality  declares  bank- 
ruptcy, that  fact  alone  should  have 
little  bearing  on  interest  and  princi- 
pal payments — initially.  Even 
though  federal  law  does  not  state 
that  interest  and  principal  have  first 
claim  on  any  revenues,  in  practice, 
bondholders  are  usually  paid  before 
operating  expenses  of  a  govern- 
ment, such  as  paying  its  police  and 
teachers.  But  later  on,  as  terms  are 
settled,  a  bankruptcy  court  judge 
has  the  option  of  reducing  interest 
payments  and  even  declaring  that 
principal  will  be  paid  off  at  less  than 
100  cents  on  the  dollar. 

Default  is  much  worse,  at  first. 
The  government  that  issued  bonds 
simply  decides  not  to  pay  interest 
when  due.  The  act  itself,  of  course, 
means  that  the  market  will  proba- 
bly be  closed  to  further  borrowing 
and  the  value  of  all  outstanding  debt 
will  be  savaged.  But,  as  in  the  case 
of  New  York  City's  default  on  some 
short-term  notes  in  1975,  the 
missed  payments  may  very  well  be 
made  up  in  time  and  the  market 
will  lend  again.  In  short,  conditions 
will  return  to  normal,  and  so  will 
the  value  of  the  bonds.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


Even  in  the  sizzling  stock  market  of  the 
past  three-plus  years,  the  low-P/E  strategy 
has  beaten  the  averages  and  the  pros. 

A  NOT  SO  MODEST 
CONFESSION 


By  David  Dreman 


are  not  kind  to  us  technical  analysts 
or  to  letter  writers,"  one  of  them 
told  me  at  a  cocktail  party  recently. 
"Is  your  record  any  better?"  Fair 
question,  and  I'm  glad  he  asked. 

The  table  below  measures  every 
recommendation  made  in  this  col- 
umn from  January  1984  to  the  end 
of  March  1987,  and  compares  the 
results  with  the  S&P  500  from  the 
time  each  stock  was  selected  (all 
numbers  adjusted  to  include  divi- 
dends). Overall,  151  companies 
were  recommended,  some  several 
times,  over  the  3'/4-year  period. 

As  you  can  see,  the  strategy  of 
buying  low-P/E  stocks  with  large 
capitalizations,  good  fundamentals 
and  high  yields  worked  well  during 
this  time,  as  it  did  in  the  two  peri- 
ods I  reviewed  previously  (Forbes, 
May  11,  1981  and  Nov.  22,  1982). 

Knowing  well  that  overconfi- 
dence  goeth  before  a  fall,  I  present 
these  numbers  with  pride  mixed 
with  modesty. 

The  past  3lA  years  were  good  ones 
for  the  market,  which,  as  measured 
by  the  S&P  500,  was  up  slightly 
more  than  100%.  By  comparison, 


David  Dreman  is  managing  director  of 
Dreman  Value  Management  Inc.,  Invest- 
ment Counsel,  New  York,  and  author  of 
New  Contrarian  Investment  Strategy. 


the  stocks  recommended  here  were 
up  125.2%,  or  25%  more  than  the 
S&P  500.  To  see  how  this  stacks  up 
against  the  professionals,  let's  look 
at  the  performance  of  the  largest 
4,000  money  managers,  measured 
by  SEI  Corp.,  a  large  consulting  firm. 
The  median  manager  underper- 
formed  the  S&P  in  each  of  the  three 
years  and  the  first  quarter  of  1987, 
earning  a  total  return  of  84.3%.  Ac- 
cording to  SEI's  figures,  the  list  rec- 
ommended here  was  in  the  top  1% 
of  its  performance  rankings. 

Sure  it's  boring  to  sing  the  praises 
of  Westinghouse  or  Cigna  at  a  cock- 
tail party.  Chances  are  you  will  lose 
your  audience  in  ten  seconds  or  less 
to  somebody  who  has  the  scoop  on  a 
biotech  or  a  TV  shopping  issue.  Dull 
maybe,  but  when  you  compare  re- 
sults, the  fast-track  boys  eat  dust. 

Looking  behind  the  results  is  also 
interesting.  Of  the  151  stocks  rec- 
ommended, there  were  no  increases 
of  tenfold — the  home  runs  every 
growth     or    small-cap  manager 


Let's  look  at  the  record 

The  strategy  I  advocate,  buying 

low-P/E  stocks  with  large 

market 

capitalizations,  good  fundamen- 

tals and  high  yields,  worked  well 

over  the  last  3Va  years. 

Performance  of 

recommended 

Year  stocks 

S&P  500 

1984  7.6% 

6.1% 

1985  38.1 

31.6 

1986  24.9 

18.6 

lst-quarter  1987  21.4 

21.3 

Total  for  period  125.2 

100.9 

Annual  rate  ol 

return  28.4* 

23.9* 

*Vl  ith  dividends  reinvested. 

dreams  about  hitting.  But  the  list  is 
peppered  with  singles,  doubles  and 
triples.  Like  baseball,  when  the 
score  is  tallied,  a  good  hitting  team 
normally  wins  against  one  that 
bangs  out  the  occasional  long  ball. 
The  low-P/E  strategy  delivers  the 
one-baggers  and  two-baggers  that 
make  for  consistent  performance. 

Not  that  my  low-P/E  picks  didn't 
produce  some  big  winners.  Eli  Lilly, 
recommended  in  February  and  April 
1984,  would  have  more  than  tripled 
your  money.  Allied  Stores,  suggest- 
ed in  June  1984  (and  twice  more 
before  it  was  taken  over  last  year), 
rose  way  ahead  of  the  S&P.  Unile- 
ver, recommended  in  January  1984 
and  again  in  November  of  that  year, 
would  have  netted  almost  a  quadru- 
ple. Other  good  hits  included  Ford, 
up  192%  (January  1985);  Westing- 
house,  204%  (August  1984);  and 
General  Foods,  162%  (March  1984, 
before  it  was  taken  over  in  1985). 

Exciting  concepts?  No,  but  what 
does  an  investor  want?  Flash?  Or 
performance? 

So  much  for  the  winners.  What 
about  the  losers?  It  would  be  hard  to 
pick  big  losers  in  a  market  that  dou- 
bled, but  we  had  a  few  small  losers. 
The  worst  was  Safeco,  down  9.6% 
(recommended  in  September  1986 
and  again  that  December);  followed 
by  Hospital  Corp.  and  AMI  Interna- 
tional, down  5.5%  and  7.5%,  re- 
spectively, since  they  were  selected 
in  April  1986.  (I  consider  all  three 
stocks  buys  today.)  The  modest 
losses  among  the  losers  demon- 
strates there  is  far  less  downside  in 
low-P/E  stocks  than  in  highfliers. 

That's  yesterday's  news.  Here  are 
three  stocks  that  look  good  on  fun- 
damentals today. 

The  hospital  management  indus- 
try appears  to  be  bottoming  out,  and 
profits  should  begin  to  recover  later 
this  year.  Well-managed  Humana 
(26)  is  likely  to  participate  fully  in 
the  recovery.  Yield,  3.1%. 

Property/casualty  stocks  are  very 
much  out  of  favor.  Although  earn- 
ings continue  to  rise  rapidly,  prices 
have  lagged  sharply  behind  the  mar- 
ket. Ohio  Casualty's  (45)  net  should  be 
up  50%  or  more  this  year,  with  con- 
tinued increases  likely  in  the  next 
several  years.  P/E,  12;  yield,  3.7%. 

Unloved  and  unwanted,  Textron 
(29)  is  a  tightly  run  conglomerate 
with  major  stakes  in  aerospace  and 
financial  services.  Earnings  grew  al- 
most 30%  last  year,  with  another 
15%  to  20%  gain  likely  in  1987. 
P/E,  9;  yield,  3.4%.  ■ 
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Insights 


MONEY  &  INV  ESTMENTS 


Some  suggestions  for  people  who  want 
information  and  entertainment  in  their 
summer  reading.  Each  hook  offers  both. 

ADVICE  WITHOUT 
PLATITUDES 


.  By  Srully  Blotnick 


By  the  time  most  managers  become 
senior  executives,  they  have  learned 
how  to  speak  grandly  without  say- 
ing anything.  Their  public  utter- 
ances often  sound  like  graduation 
speeches:  full  of  platitudes  designed 
primarily  not  to  offend  anyone. 

A  welcome  exception  to  the  rule 
of  dullness  is  Andrew  S.  Grove,  the 
president  of  Intel.  In  his  new  book, 
One-on-One  with  Andy  Grove  (Put- 
nam's, $18.95),  he  commits  the 
most  pardonable  sin  of  telling  the 
truth.  For  example,  when  a  recently 
hired  department  store  clerk  sent 
him  a  letter  complaining  that,  in 
essence,  "My  boss  makes  me  do  the 
grubby  work,"  Grove  replied  (in  a 
business  advice  column  he  writes 
for  a  Bay  Area  newspaper):  "Stop 
being  so  sensitive  and  self-indul- 
gent. Learn  as  much  about  your  new 
job  as  possible.  Don't  worry  about 
what  tasks  are  suitable  for  you,  wor- 
ry about  making  a  contribution." 

What  makes  Grove's  book  note- 
worthy is  that  he  says  what  most 
managers  think  but  are  taught  not 
to  express  in  public.  Grove's  hones- 
ty is  sufficiently  atypical  to  strike 
many  readers  as  egotistical  or  naive. 


Srully  Blotnick  is  a  business  psychologist 
and  author  of  Ambitious  Men:  Their  Driv  es. 
Dreams  and  Delusions,  just  published  by 
Vihittg  Press, 


It  isn't.  This  is  an  accomplished  ex- 
ecutive, who  wants  to  offer  helpful 
advice.  In  choosing  between  bland 
remarks  that  mislead  and  blunt 
ones  that  may  serve  as  eye-openers, 
Grove  chooses  the  latter.  Good  ad- 
vice for  employees  and  executives. 

Harvard  University  Press  has  just 
the  ticket  for  business  people  who 
want  perspective  as  well  as  enter- 
tainment in  their  summer  reading. 
Edited  by  Paul  Venye,  it  is  entitled  A 
History  of  Private  Life:  From  Pagan 
Rome  to  Byzantium  ($29.50).  In  great- 
er detail  than  ever  before,  this 
groundbreaking  and  beautiful  book 
tells  us  what  people's  personal  lives 
were  like  in  the  850  years  between 
the  Roman  and  Byzantine  empires. 
Four  more  volumes  to  be  published 
will  carry  the  story  up  to  our  times. 

Managers  with  a  serious  interest 
in  computers  will  find  two  new  vol- 
umes from  Academic  Press  of  great 
value.  The  first  is  Principles  of  Infor- 
mation Systems  Analysis  and  Design 
($37.50)  by  Harlan  Mills,  Richard 
Linger  and  Alan  Hevner.  As  the  au- 
thors themselves  state,  "Informa- 
tion systems  development  should  be 
practiced  as  a  business  engineering 
discipline — based  on  principles  of 
computer  science  and  software  engi- 
neering. The  primary  benefit  of  this 
is  effective  management  control 
over  information  systems  develop- 
ment." The  writing  is  clear  and 
down-to-earth.  There  arc  detailed 
analyses  of  real-life  cases,  such  as 
the  U.S.  Navy  supply  system  and  the 
New  York  Times  information  bank. 

The  second  book,  Image  Recovery: 
Theory  and  Application  ($75)  edited 
by  Henry  Stark,  is  a  fascinating 
overview  of  the  analytical  work  be- 
ing done  to  improve  the  perfor- 
mance of  such  machines  as  CAT 


scanners  and  electron  microscopes. 
Requiring  some  functional  analysis 
as  background,  this  well  written 
book  belongs  in  a  wide  variety  of 
technology  libraries. 

For  people  who  have  little  techni- 
cal background  but  still  want  to 
keep  abreast  of  developments  in  the 
physical  sciences,  Cambridge  Uni- 
versity Press  recently  published  two 
paperbacks  that  are  models  of  lucid 
exposition:  The  Forces  of  Nature  (sec- 
ond edition,  $12.95)  by  P.  Davies, 
and  The  Particle  Hunters  ($13.95)  by 
Y.  Neman  and  Y.  Kirsh.  Davies' 
book  provides  a  startling  amount  of 
useful  information  about  such  mat- 
ters as  quarks  and  symmetry  in  the 
microworld  in  a  mere  167  pages, 
and  docs  it  in  a  gentle,  conversa- 
tional style.  Neman  and  Kirsh  tell  a 
more  personalized  tale,  one  that 
views  the  physicist  as  a  detective. 
There  is  more  detail  than  in  Davies' 
book,  but  the  material  is  presented 
in  an  equally  accessible  manner. 

Many  business  people  are  in- 
trigued by  space.  The  universe 
seems  to  them  too  vast — and  too 
full  of  potential — to  ignore.  Springer 
Verlag  has  two  new  titles  on  the 
subject  that  are  delightful  and  easy 
reading:  R.  Kippenhahn's  Light  from 
the  Depths  of  Time  ($19.95),  and  E. 
Verschuur's  The  Invisible  I  'niverse  Re- 
vealed ($19.95).  Both  arc  profusely 
illustrated,  state  of  the  art,  and  dis- 
cuss recent  discoveries  whose  im- 
plications remain  hot  topics  of  sci- 
entific discussion,  such  as  the  ori- 
gin and  shape  of  the  universe. 

The  word  "geometry"  is  still  a 
turnoff  to  many  people  who  remem- 
ber a  dry-as-dust  course  in  high 
school,  based  on  material  25  centu- 
ries old.  However,  anyone  who 
knows  calculus  will  find  B.  Dubro 
vin's  Modern  Geometry  I  and  // 
(Springer  Verlag,  $58  and  $59.50)  a 
revelation.  This  extremely  well- 
written  work  reads  like  a  discussion 
with  a  first-rate  teacher  eager  to  tell 
students  about  the  many  exciting 
developments  that  have  occurred 
since  Euclid  died,  especially  those 
that  have  taken  place  in  recent  de- 
cades. Highly  recommended. 

Finally,  where  computer  science 
and  mathematics  meet  is  an  impor- 
tant subject  that  has  been  summa- 
rized beautifully  in  Monte  Carlo 
Methods — Volume  I  Basics  by  M. 
Kalos  and  P.  Whitlock  (John  Wiley, 
$29.50).  A  little  Fortran  and  some 
probability  theory  allow  the  reader 
to  jump  right  to  the  forefront  and 
see  what's  new  in  simulation.  ■ 
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Commodities 

MONEY  &  INVESTMENTS 

Trading  systems  can  be  a  great  asset  in 
helping you  take  money  from  the  market. 
But  all  systems  are  not  created  equal 


SPECULATING 
SYSTEMATICALLY? 


By  Stanley  W.  Angrist 


Hardly  a  week  goes  by  that  I  don't 
receive  one  or  more  brochures  offer- 
ing to  sell  me  a  trading  system  that 
will  make  me  rich  beyond  Croesus. 
They  usually  are  engagingly  writ- 
ten, designed  to  make  me  run,  not 
walk,  to  my  desk  for  my  checkbook. 
But  anyone  considering  purchasing 
a  trading  system  should  ask  a  key 
question:  Do  I  want  to  use  a  trading 
system  devised  by  others?  Recently 
Jake  Bernstein,  one  of  the  most  pro- 
lific and  thoughtful  authors  writing 
about  commodities  trading  today, 
wrote  two  short  pieces  on  the  sub- 
ject; I  will  summarize  some  of  his 
ideas  here.  You  can  get  a  copy  of  his 
work,  published  in  The  Profile  Re- 
ports, numbers  4  and  5,  by  calling 
J.F.  Dalton  Associates  at  800-362- 
8117.  (In  the  column  after  my  six- 
month  review  I  will  discuss  several 
computer-driven  trading  systems.) 

Whether  a  trader  will  be  able  to 
generate  profits  from  a  system  de- 
pends to  a  large  extent  on  his  char- 
acteristics, as  well  as  on  the  system 
itself.  Some  attributes  of  impor- 
tance are  the  trader's  personality, 
his  expectations,  constraints  on  his 
time,  and  experience.  Bernstein 
says  that  traders  can  be  divided  into 


Stanley  W.  Angrist  is  a  commodity  specu- 
r  consultant  and  longtime  observer  of 
y  mimo(iit\ '  markets. 


two  broad  groups — mechanical  and 
thinking  types. 

Mechanical  systems  that  show 
many  years  of  profitable  back-test- 
ing should  be  considered  by  all  trad- 
ers. One  of  the  biggest  virtues  of 
such  systems  is  that  they  are  unam- 
biguous in  telling  a  trader  what  to 
do.  Moreover,  if  a  speculator  is  un- 
sure about  taking  a  trade,  he  can 
simply  look  at  the  rules  and  the 
track  record  and  be  reassured. 

So-called  thinking  systems  re- 
quire some  judgment  or  interpreta- 
tion on  the  part  of  the  trader.  This 
means  that  there  are  more  opportu- 
nities to  be  dissuaded  from  taking  a 
trade.  Such  lack  of  action  may  be 
justified  by  saying:  "Is  this  what  I 
am  supposed  to  be  doing?"  The  evi- 
dence is  clear — the  success  ratio  for 
both  types  is  the  same,  terrible.  The 
fault,  however,  usually  lies  with  the 
trader,  not  with  the  system. 

Anyone  thinking  about  purchas- 
ing a  trading  system  should  consid- 
er the  following  factors  about  it. 
First,  is  the  record  a  real-time  or  a 
hypothetical  one?  Real-time  records 
are  always  preferable,  but  a  hypo- 
thetical one  is  acceptable  if  ade- 
quate amounts  for  slippage  and 
commissions  have  been  allowed. 

Second,  what  is  the  maximum 
drawdown  and  the  largest  number 
of  successive  losses?  Any  system, 
no  matter  how  profitable,  that  rou- 
tinely suffers  a  large  string  of  losing 
trades  and/or  a  big  drawdown  in  ac- 
count equity  will  soon  be  aban- 
doned by  all,  including  the  person 
who  devised  it. 

Third,  systems  should  be  back- 
tested  over  at  least  a  three-to-five- 
year  period.  Fourth,  though  most 
designers  adjust  their  systems'  pa- 
rameters to  optimize  them,  the  best 


systems  are  profitable  over  a  wide 
range  of  variables.  Those  that  show 
high  profits  for  only  a  few  parameter 
sets  should  be  examined  for  exces- 
sive curve  fitting.  That  means  that 
the  system  has  been  "jiggled"  so 
much  that  it  fits  the  past  almost 
perfectly  but  probably  won't  do 
much  for  you  in  the  future,  where 
you  are  going  to  have  to  trade.  Sys- 
tems that  use  more  than  four  vari- 
ables should  also  be  viewed  skepti- 
cally for  the  same  reason. 

Last,  any  system  you  choose 
should  fit  your  trading  style.  Do  you 
like  a  lot  of  action?  Then  don't  buy 
a  system  that  trades  only  three 
times  a  month.  Do  you  want  to 
know  how  everything  works?  Don't 
buy  a  so-called  expert  system  that 
reveals  nothing  to  you  except  how 
to  load  a  computer  disk  and  enter 
the  daily  prices.  Do  you  have  little 
time  to  spend  studying  data  and  pat- 
terns? Then  avoid  systems  that  re- 
quire you  to  put  considerable  time 
into  them.  Be  honest  enough  to  pick 
a  system  that  fits  your  personality 
and  trading  style.  Otherwise,  you 
are  doomed  to  disappointment. 

The  precious  metals  markets — 
especially  silver — have  been  crazy 
recently.  In  fact,  the  only  way  I 
would  consider  trading  them  is  by 
way  of  options.  I  believe  the  mas- 
sive runup  in  silver  prices  was 
caused  by  speculative  money,  some, 
no  doubt,  stemming  from  stock 
market  profits  looking  for  a  new 
home.  I  believe  the  rally  is  unsus- 
tainable but  that  prices  will  contin- 
ue to  be  extremely  volatile. 

There  is  no  economic  justifica- 
tion for  a  strong  bull  market  in  sil- 
ver. There  is  certainly  no  shortage 
aboveground,  nor  is  there  any  huge 
increase  in  demand  under  way  or 
foreseeable.  Therefore,  for  those 
with  a  taste  for  risk  I  am  suggesting 
a  relatively  low-risk  strategy  that 
could  produce  a  nice  profit. 

Consider  buying  a  September  put 
with  a  strike  price  about  75  cents 
under  the  current  September  fu- 
tures price.  Such  a  purchase  would 
cost  about  40  cents  per  ounce,  or 
$2,000  per  contract.  Then,  if  silver 
suffers  a  sharp  setback,  you  would 
reap  a  nice  profit,  with  your  risk 
limited  to  the  put's  premium.  To  do 
the  same  trade  with  a  short  sale  of 
silver  futures  could  lead  to  margin 
calls  while  waiting  for  the  funda- 
mentals to  manifest  themselves.  I 
think  more  restful  nights  are  worth 
the  cost  of  the  put's  premium.  ■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an 
unspoiled  state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the 
mountains  of  Colorado's  glorious 
Sangre  de  Cristo  range — the  heart 
of  the  Rockies.  Where  deer,  elk, 
eagles,  wild  turkey  and  other  birds 
and  animals  still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and 
family  fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches  Inc.,  put 
this  project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  250 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own 
substantial  heritage  in  America 
the  beautiful. 

For  complete  information, 
without  obligation,  call  303/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303,  Ft.  Garland, 
CO  81133. 


in  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has 
5d  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
ment  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval 
s  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
the  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
ties  Inc.  NYA86-153. 


Streetwalker 


Liquid  lion 

At  a  time  when  many  money  man- 
agers have  taken  a  thrashing  in 
their  bond  portfolios,  it  is  worth  not- 
ing that  Dreyfus  Corp.  quietly  record- 
ed a  gain  in  its  bond  portfolio.  Dennis 
Lynch,  of  New  York  money  manager 
Lynch  &  Mayer,  says  this  confirms 
his  feeling  that  Dreyfus  is  smart,  de- 
pendable and  the  best  long-term  value 
in  the  financial  services  business. 

Dreyfus  has  around  43.5  million 
New  York  Stock  Exchange  shares  out- 
standing. Recently  33,  they  sell  for 
13.5  times  Lynch's  1987  earnings  esti- 


mate of  $2.50  a  share.  Lynch  thinks 
earnings  will  grow  at  15%  a  year  over 
the  next  few  years. 

Earnings  are  only  one  attraction. 
Lynch  likes  the  fact  that  most  of  the 
S39  billion  of  assets  Dreyfus  manages 
(including  several  billion  dollars  run 
under  subadvisory  agreements)  are 
tied  to  fixed-income  products.  Thus 
Dreyfus  is  fairly  well  insulated  from 
the  ebb  and  flow  of  the  equity  market. 

As  a  result  of  what  Lynch  fondly 
calls  Chairman  Howard  Stein's  "bun- 
ker mentality,"  Dreyfus  is  incredibly 
liquid.  It  currently  has  some  $510 
million — $11.60  a  share — in  invest- 
ments, cash  and  equivalents.  It  gener- 
ates an  estimated  $50  million  a  year 
in  excess  cash  flow.  "That  may  be  my 
one  criticism,"  Lynch  says.  "In  a 
cash-generating  business,  what's  the 
rationale  for  holding  $510  million  in 
li  -nd  assets?"  But  that  may  be  chang- 
Stein  is  understood  to  think  the 
wth  in  financial  services  is  slow- 
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ing,  and  may  be  about  to  rechannel 
that  cash  flow  into  opportunities  else- 
where. In  that  event,  Lynch  wants  to 
be  on  board. — T.J. 


Is  he  getting  religion? 

Streetwalker  learns  from  impecca- 
ble sources  that  confessed  felon 
Ivan  Boesky  has  a  new  interest  these 
days,  while  he  awaits  sentencing.  In- 
stead of  studying  annual  reports  and 
stock  quotations,  he's  immersed  in 
language  textbooks.  No,  not  for  a 
hasty  trip  abroad.  The  former  king  of 
arbitrage  has  enrolled  in  an  intensive 
course  in  introductory  Hebrew  at  the 
Jewish  Theological  Seminary  of 
America  in  New  York  City.  Exodus 
4:27:  "Go  into  the  wilderness." — T.J. 


Buried  treasure 

Defense  electronics  has  been  a  hot 
acquisitions  area  the  last  few 
years.  Hazeltine  and  Sanders  Asso- 
ciates have  been  bought  and  Electro- 
space  Systems  expects  to  be.  This 
month  Boeing  agreed  to  pay  2.75  times 
sales,  5  times  book  and  28  times  antici- 
pated earnings  for  Argosystems. 

One  company  that  has  maintained 
its  independence  is  $108  million 
(sales)  AEL  Industries,  Inc.,  of  Lans- 
dale,  Pa.  AEL  manufactures  jamming 
systems  and  radar  warning  receivers 
and  earned  74  cents  a  share  for  the 
fiscal  year  ended  Feb.  28.  Oppenhei- 
mer  &  Co.  analyst  Michael  Lauer  ex- 
pects about  the  same  earnings  for  fis- 
cal 1988. 

But  let's  dig  a  little  deeper.  AEL's 
450,000-odd  Class  B  voting  shares  are 
controlled  by  Chairman  Leon  Riebe- 
man,  67,  and  former  Chairman  Con- 
rad Fowler,  recently  retired.  There  are 
also  3.9  million  Class  A  shares.  Re- 
cently 15,  these  shares  value  AEL  at 
$65  million.  There  is  AEL's  6%  inter- 
est in  Tadiran,  Israel's  leading  elec- 
tronics company.  The  book  value  of 
this  holding  is  $25  million.  But  if  Ta- 
diran goes  public  next  year,  as  expect- 
ed, AEL's  holding  could  be  worth 
around  $40  million. 

There  is  also  some  real  estate — and 
over  $8  million  of  cash  in  the  till, 
which  more  than  cancels  out  AEL  In- 
dustries' long-term  debt.  Take  out  Ta- 
diran's  value  (assuming  that  it  goes 
public).  You  are  left  with  a  defense 


contractor  that  could  earn  arour 
$3.5  million  this  year  but  whose  ma 
ket  value  is  around  $25  miiho 
That's  a  pretty  low  multiple  by  an 
one's  standards. 

Sandler  Associates,  a  shrewd  medl 
investment  firm  that  helped  AEL  sq 
its  cable  operations  some  years  bac 
controls  over  1 1  %  of  the  Class 
shares.  Oppenheimer's  Lauer  doesrj 
have  an  official  buyout  on  the  stoo 
because  the  volume  is  thin.  Unofl 
cially,  however,  he  says  it's  worth 
close  look. — TJ. 


Cheap  bank 

Now  that  he's  about  to  close  on  tl 
acquisition  of  Spokane,  Washj 
Old  National  Bancorp  (assets,  $1| 
billion),  John  Elorriaga,  chairman 
Portland,  Ore.'s  U.S.  Bancorp,  is  pai 
ing  roughly  $280  million  in  stock  f| 
Seattle's  $2.4  billion  (assets)  Peopli 
Bancorp.  The  two  purchases  will  gii 
Elorriaga's  USBC  total  assets  of  $13) 
billion,  making  it  the  largest  barji 
holding  company  based  in  the  Nort 
west.  Selling  on  the  o-t-c  at  a  recei 
27,  USBC  could  be  one  of  the  mo| 
attractive  bank  stocks  in  the  countr 
That  is  the  opinion  of  Dougli 
Wuerth,  an  analyst  at  Seattle's  Sej 
first  Corp.,  part  of  BankAmeric 
Wuerth  notes  that  after  swallowii 
Peoples,  USBC  will  have  40  millic 
shares  outstanding,  with  a  pro  form 
book  value  of  around  $20  a  share,  i 
worst,  says  Wuerth,  dilution  will  c 
next  year's  earnings  by  about  5" 
More  likely,  dilution  will  be  most: 
offset  by  cost  savings  from  integratn 
Old  National  and  Peoples.  Based  c 
the  new  number  of  common  ou 
standing,  Wuerth  expects  USBC 
earn  $2.80  a  share  this  year  and  lool 
for  $3.10  to  $3.30  in  1988. 

If  you  want  to  play,  here's  an  inte 
esting  way:  USBC  will  pay  2.6  ne 
shares  of  U.S.  Bancorp  for  every  sha, 
of  Peoples.  At  USBC's  current  pric 
Peoples  would  be  worth  $70.20.  B' 
Peoples  is  currently  trading  o-t-c 
66V4.  The  5.6%  discount  is  there  b 
cause  the  deal  is  unlikely  to  clo 
before  year-end.  In  fact,  the  Feder 
Reserve  could  kill  the  merger.  B' 
Wuerth  doesn't  foresee  this  happe 
ing.  Chirps  he:  "A  cheap  stock,  ai 
one  you  can  buy  at  a  discount, 
boot."— T.J. 
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NCE  INSURANCE  GROUP,  INC.  A 

MY,  NY — Lawrence  Insurance  Group,  Inc.,  (LWR)  has 
led  that  their  unaudited  net  earnings  for  the  first 
1  1987  were  $1,770,227,  or  $.26  per  share. 
.  net  earnings  are  up  20  percent  from  $1,476,823 
first  quarter  of  1986  which  produced  earnings  of 
i  share.  Total  revenues  of  $14,000,547  for  the  three 
ended  March  31,  1987,  were  8  percent  ahead  of 
enue  of  $13,020,186  for  the  same  period  in  1986. 
urn  revenue,  net  of  reinsurance  ceded,  for  the  first 
)f  1987  was  impacted  by  a  quota  share  reinsurance 
'ntered  into  during  the  fourth  quarter  of  1986. 
I  revenue  before  the  quota  share  treaty  increased  36 
from  the  comparable  period  in  1986.  The  reduction 
iremium  revenue  attributable  to  the  quota  share 
I  partially  offset  by  ceding  commissions  received 
iduce  policy  acquisition  cost, 
earnings  for  the  first  quarter  of  1987  reflected  the 
ltd  level  of  reinsurance  ceded  and  the  effect  of 
loss  experience  associated  with  the  severe  winter 
conditions  during  January  and  February  and  one 
[e  loss.  Realized  gains  on  investment  transactions 
lire  than  offset  adverse  loss  experience  factors, 
jince  Insurance  Group,  Inc.,  is  a  holding  company 
through  its  subsidiaries  primarily  writes  personal 
\  and  casualty  insurance  for  members  of  sponsoring 
litions  and  commercial  property  and  casualty  insur- 
!<awrence  Insurance  Group,  Inc.'s  subsidiary  are 
to  write  property  and  casualty  insurance  in  27 
toast-to-coast.  The  Lawrence  Insurance  Group,  Inc. 
Irised  of  the  Senate  Syndicate,  Inc.;  Senate  Insurance 
!y,  Inc.;  and  United  Community  Insurance  Company 
bet:  Sharon  Burstein  or  Floyd  Adams,  Lawrence 
ce  Group,  Inc.,  33  Elk  Street,  Albany,  NY  12207. 
§18)  465-0457.) 

PHARMACEUTICAL  CORPORATION  O 

NOVA  PHARMACEUTICAL  SCIENTISTS 
MONSTRATE  PAIN  RELIEF  IN  ANIMAL  STUDIES 
USING  BRADYKININ  ANTAGONIST  DRUGS 

IMORE,  MD,  April  28, 1987 . . .  Nova  Pharmaceutical 
tion  (NASDAQ:  NOVX)  announced  today  that  its 
ts  have  demonstrated  that  the  Company's  patented 
lin  antagonists  are  effective  in  several  animal 
of  pain.  This  scientific  finding  is  being  reported  in 
ent  issue  of  the  European  Journal  of  Pharmacology. 
's  team  of  scientists  showed  that  the  drugs  are 
(hen  administered  either  systemically  or  locally.  The 
showed  that  bradykinin  antagonists  are  especially 
5  in  combatting  the  type  of  pain  associated  with 
:uts,  and  wounds 

he  past  quarter  century  scientists  have  been  at- 
g  to  develop  drugs  which  block  bradykinin,  the  most 
I  pain-producing  substance  in  the  human  body, 
is  the  exclusive  worldwide  rights  to  the  first  bradyki- 
:king  drugs  ever  produced. 
Pharmaceutical  Corporation  is  a  leader  in  receptor 
Dgy  for  the  discovery  of  a  new  generation  of  pharma- 
i  products. 

tact:  Donald  Stark,  President,  Nova  Pharmaceutical 
tion,  6200  Freeport  Centre,  Baltimore  MD  21224. 
301)  522-9585,  Cameron  Assoc.,  Susan  Abert  Noonan 
3-4545,  Anthony  J.  Russo,  (212)683-1330.) 


0  COMPANIES  FINANCIAL  CORPORATION  O 
NITED  COMPANIES  REPORTS  36%  INCREASE 
IN  FIRST  QUARTER  EARNINGS 

)N  ROUGE,  LA,  May  11,  1987  . . .  United  Companies 
al  Corporation  (NASDAQ:  UNCF)  today  reported  a 
crease  in  earnings  for  the  first  quarter.  Earnings  of 
illion  were  recorded  on  revenues  of  $53.8  million  for 


the  three  months  ended  March  31,  1987,  compared  with 
earnings  of  $2.1  million  on  revenues  of  $36.4  million  in  the 
first  quarter  of  1986.  On  a  per  share  basis,  first  quarter 
earnings  were  $.79  in  1987,  based  on  3,670,733  shares, 
compared  with  $.61  in  1986,  based  on  3,534,780  shares. 

Harris  J.  Chustz,  Chairman  of  the  Board,  said,  "The 
momentum  established  last  year  and  in  the  first  quarter  ot 
1987  moves  us  closer  to  achieving  our  long-term  corporate 
objectives  while  maximizing  shareholder  returns."  Chustz 
added  that  the  Company's  first  quarter  move  to  trade  its 
common  stock  on  the  NASDAQ  National  Market  System  was 
a  positive  one.  "We  believe  that  NASDAQ's  system  of  market 
makers  will  be  of  significant  long-term  benefit  to  the 
Company  and  its  shareholders,"  he  said. 

At  March  31,  1987,  the  Company  had  $838  million  in 
total  assets,  compared  with  $809  million  at  year-end  1986. 
At  first  quarter  end  1987,  stockholders'  equity  was  $76.0 
million,  compared  with  $73.6  million  at  year-end  1986,  and 
book  value  per  share  increased  to  $20.70  from  $20.04.  The 
Company  recorded  capital  gains  of  $1  million  for  the  quarter 
ended  March  31,  1987  as  compared  to  $.8  million  in  the 
same  period  in  1986. 

United  Companies  Financial  Corporation  is  a  financial 
services  holding  company  based  in  Baton  Rouge,  Louisiana. 
The  Company's  subsidiaries  operate  life  insurance  and 
annuity  businesses  in  43  states  and  the  District  of  Colum- 
bia, and  mortgage,  commercial  and  consumer  lending 
operations  in  ten  southeastern  states. 

Three  Months  Ended  March  31 


Total  Revenues 

Operating  Income  Before  Taxes 
Net  Income 
Net  Income  Per  Share 
Average  Share  Outstanding 


1987 
$53,844,627 
$  2,775,367 
$  2,906,871 
$  .79 
3,670,733 


1986 
$36,417,979 
$  1,648,499 
$  2,139,229 
$  .61 
$3,534,780 


(Contact:  Dale  E.  Redman,  Secretary-Treasurer,  United 
Companies  Financial  Corporation,  P.O.  Box  1591.  Baton 
Rouge,  LA  70821  Phone  (504)  924-6007.) 

THE  UNITED  STATES  SHOE  CORPORATION  N 
U.S.  Shoe  reports  improved  first  quarter  results 

CINCINNATI,  OH.  May  21  —  The  United  States  Shoe 
Corporation  today  announced  improved  results  for  the  first 
quarter  of  fiscal  1987  ended  May  2,  1987.  Consolidated  net 
sales  for  the  period  were  $505,626,000  compared  to 
$436,893,000  in  the  first  quarter  of  1986,  an  increase  of 
16%.  Net  earnings  were  $8,036,000,  an  increase  of  152% 
from  $3,184,000  the  year  before.  Earnings  per  share  were 
$.18,  an  increase  of  157%  from  $.07  in  1986,  which  was  an 
especially  depressed  quarter. 

Virtually  all  business  areas  of  the  company  contributed 
to  the  increase  over  last  year.  Specialty  retailing  sales 
advanced  29%,  while  operating  earnings  increased  128%. 
Footwear  sales  were  down  3%  from  a  year  ago,  but  earnings 
were  ahead  32%. 

Enclosed  mall  retailing  operating  earnings  were  consid- 
erably ahead  of  last  year.  Both  women's  and  men's  specialty 
apparel  retailing  reported  substantially  improved  results. 
Women's  retailing  benefitted  from  a  comparatively  lower 
level  of  promotional  pricing  activity  in  contrast  to  a  year 
ago.  Menswear  retailing  results  reflected  merchandising 
that  returned  to  more  normal  emphasis  on  apparel  for  young 
career  customers. 

LensCrafters  optical  retailing  continued  its  rapid  growth 
trend.  Division  sales  and  earnings  were  up  significantly  over 
last  year.  At  the  end  of  the  quarter,  there  were  168  optical 
stores  compared  to  75  at  this  time  last  year. 

Footwear  results  were  helped  by  a  number  of  factors. 
There  was  strong  reorder  demand  for  domestic  women's 
footwear,  with  particularly  good  performance  by  the  Joyce 
Division.  Footwear  retailing  also  contributed  positively,  with 
gains  in  all  divisions. 


Strong  value  retailing,  which  includes  Front  Row,  T.H. 
Mandy  and  The  Home  Front  stores,  showed  measurable 
improvement  over  last  year. 

The  company  views  the  remainder  of  the  year  constructive- 
ly. Capital  expenditures  are  estimated  to  exceed  $160  million, 
an  8%  increase  over  1986.  About  375  stores  will  be  opened, 
of  which  250  will  be  women's  enclosed  mall  apparel  stores 
and  70  will  be  LensCrafters  optical  stores.  By  year  end,  there 
should  be  in  operation  1,700  enclosed  mall  women's  apparel 
stores  and  230  LensCrafters  optical  retail  units. 

On  a  separate  subject,  the  company  finalized  on  May  14, 
1987,  the  sale  of  its  men's  shoe  division  to  an  outside  group 
led  by  Lexington  Investment  Company.  The  sale  resulted  in  a 
modest  gain  which  will  be  reflected  in  the  second  fiscal 
quarter.  U.S.  Shoe  retains  an  equity  interest  in  the  business 
and  also  continues  to  own  and  operate  the  Banister  retail 
stores.  Proceeds  from  this  transaction  will  be  used  to  fund  the 
company's  women's  specialty  retailing  and  optical  retailing 
expansion  as  well  as  selective  footwear  opportunities. 

Philip  G  Barach,  chairman  and  chief  executive  officer  of 
U.S.  Shoe,  said,  "The  company  is  grateful  to  the  executives 
and  employees  of  the  men's  footwear  division  for  their 
commitment  and  professionalism  through  the  years.  It  is 
gratifying  that  the  entire  organization  team  will  remain 
intact  within  the  new  ownership  structure.  We  wish  them  all 
well  for  the  future." 

THE  UNITED  STATES  SHOE  CORPORATION 
(000's  Omitted  except  Earnings  per  Share) 

Three  Months  Ended 
Consolidated  Operating  Results    May  2,  1987    May  3,  1986 
Net  Sales: 


$177,626 
328,000 


$182,661 
254,332 


Footwear 

Specialty  Retailing 
Net  Sales 

Earnings  from  Operations: 
Footwear 

Specialty  Retailing 
General  Corporate  Expense 

Earnings  from  Operations 
Interest  Expense,  Net 
Other  income  (Expense) 

Earnings  before  Income  Ta 
Provision  for  Income  Taxes 

Net  Earnings 

Earnings  per  Common  and 
Common  Equivalent  Share 
Average  Number  of  Common  and 
Common  Equivalent  Shares        45,248  45,014 
Summary  of  Consolidated 

Balance  Sheets   May  2,  1987    May  3,  1986 


$505,626 

$436,893 

$  10,660 

$  8,073 

11,417 

5,016 

(4,080) 

(4,061) 

$  17,997 

$  9,028 

4,294 

3,441 

(60) 

343 

i  $  13,643 

$  5,930 

5,607 

2,746 

$  8,036 

$  3,184 

$.18 


$.07 


Cash  and  Marketable 
Securities 

Receivables,  Less  Allowances 
Inventories 

Property,  Plant  &  Equipment, 
Net 

Other  Assets 


$  21,298  $  44,997 

112,580  128,363 

371,332  382,369 

390,325  299,320 

52,069  47,121 


Total  Assets 

$947,604 

$902,170 

Current  Liabilities 

249,337 

229,378 

Long-Term  Debt 

141,804 

149,890 

Deferred  Credits  & 

Other  Liabilities 

63,180 

44,500 

Shareholders'  Investment 

493,283 

478,402 

Total  Liabilities  & 

Shareholders'  Investment 

$947,604 

$902,170 

(Contact:  Edward  J.  Klee,  Vice  President-Finance,  The 
United  States  Shoe  Corporation,  One  Eastwood  Drive, 
Cincinnati,  OH  45227.  Phone  (513)  527-7471.) 


For  further  advertising  information,  call  Sarah  Madison  (505)  275-1282/3 
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FINANCIAL 
FUTURES  AND  OPTIONS 

New  strategies  and  applications  in  this  expanding 
and  globalizing  market.  A  Forbes  special  advertis- 
ing supplement.  Issue  Date:  September  7,  1987 
Ad  Closing:  July  13,  1987 

Financial  futures  and  options  are  safe  solid 
instruments  for  hedging  and  enhancing  investment 
portfolios.  Often,  they  prove  cheaper  and  more 
efficient  for  investors  than  stocks  and  bonds.  Yet 
many  institutions  and  individuals  are  put  off  by 
the  complexity  and  the  mystique  of  this  fast-grow- 
ing marketplace.  Forbes  will  examine  the  rapid 
globalization,  the  expanding  opportunities  and  the 
increasing  degree  of  safety  for  investors  in  a  spe- 
cial advertising  supplement  appearing  in  the  Sep- 
tember 7th  issue.  The  supplement  will  dispel  the 
myths  and  mysteries  associated  with  these  instru- 
ments by  stressing  their  many  useful  applications. 
Forbes  invites  investment  and  financial  institu- 
tions, exchanges  and  firms  serving  the  futures  and 
options  market  to  participate  in  this  opportunity. 

Forbes'  Financial  Futures  And  Options  sup- 
plement will  be  written  by  Edward  E.  Scharff,  for- 
merly with  Institutional  Investor  and  author  of 
Worldly  Power:  The  Making  of  The  Wall  Street 
Journal  The  text  will  address  the  broad  array  of 


financial  futures  and  options  products,  strategic 
and  applications,  especially  as  they  relate  to  pd 
tical  investment  concerns.  The  section  will  also 
discuss  the  attractiveness  of  professionally  man 
aged  accounts  for  individuals  who  want  to  invea 
portion  of  their  assets  aggressively. 

Advertisers  in  Forbes'  Financial  Futures  Am 
Options  supplement  will  receive  valuable  beneij 
in  addition  to  this  supportive  text  environment. 
Supplement  reprints  will  be  supplied  to  all  adv^ 
tisers  and  mailed  to  important  financial  contact) 
Participants  will  also  be  listed  on  a  reader  respon 
card  attracting  qualified  inquiries  for  your  prod 
ucts  and  services. 

Promote  your  futures  and  options  opportun 
ties  in  this  Forbes  special  advertising  suppleme 
For  reservations  and  information,  contact  your 
Forbes  representative  or  call  Arnold  J.  Prives  at 
(212)  620-2224. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


'  "The  more  things  change. . . ." 
i  [terns  from  past  issues  of  Forbes 

t  xty  years  ago  in  Forbes 

fhm  the  issue  of  July  1.  1927) 

|  he  major  constructive  develop- 
t  ;nt  at  the  opening  of  the  second  half 
c  the  year  has  been  the  lifting  of 
rreal  prices  to  a  parity  with  nonagri- 
Lltural  prices.  June  brought  advances 
I  wheat,  corn,  oats  and  rye  of  20 
its  or  more  per  bushel  above  former 
b  nimum  quotations,  raising  the  lev- 
el comfortably  above  that  ruling  a 
fear  ago.  Cotton,  too,  moved  up  more 
Ian  50%  from  last  fall's  low  prices. 
Sl/estock  is  bringing,  on  the  whole, 
ihsonably  good  returns.  This  may, 
Ippily,  stimulate  more  liberal  pur- 
ijasing  by  our  farmers  and  thus  check 
be  mild  recession  recently  observ- 
pe  in  not  a  few  directions." 


early  use  of  radio  pictures,  Lindbergh 
hets  U.S.  Ambassador  Herrick  in  Paris 

'rice  reductions  on  the  Oldsmobile 
ne,  running  as  high  as  $115  in  some 
ses,  have  been  announced.  New 
Sices  are:  two-door  sedan,  $875; 
>upe,  $875;  four-door  sedan,  $975;  de 
xe  roadster,  $895;  de  luxe  touring, 
>95;  sport  coupe,  $965.  .  .  ." 

ifty  years  ago 

\om  the  issue  of  July  1,  1937) 

the  first  half  of  1937  has  brought 
nbstantial  improvement  in  business, 
,  agriculture,  in  employment.  Wash- 
igton  reports  that  the  United  States 
pployment  Service  found  a  larger 
umber  of  jobs  in  private  industry  for 
tiemployed  persons  during  May  than 
i  any  other  month  of  its  history  and 
lat  the  gain  in  placements  over  the 
revious  year  has  been  continuous  for 
5  months.  Farm  purchasing  power 
as  expanded.  Our  railroads  have  car- 
ed a  larger  volume  of  freight  than 
Liring  the  first  half  of  last  year.  Utili- 
r  companies  have  sold  more  power." 


"Strikes  grip  seven  states  as  industry, 
unions  lock  horns  over  collective  bar- 
gaining. Steel  operations  hit  year's 
new  low  while  'independents'  (Re- 
public, Youngstown,  Inland,  Bethle- 
hem) stave  off  CIO's  insistence  on 
signed  agreements.  Federal  govern- 
ment takes  initiative,  appoints  three 
mediators,  holds  parleys  between  op- 
posing forces.  Governors  of  Ohio  and 
Pennsylvania  declare  martial  law,  en- 
force orders  with  state  militia,  close 
plants  to  prevent  further  bloodshed." 

Twenty-five  years  ago 

(From  the  issue  of  July  1,  1962) 

"The   economic   facts   of   life  six 

months  from  now  are  very  definitely 
not  going  to  be  as  good  as  they  were 
one  month  ago.  Since  the  beginning  of 
this  year  some  85  billions  of  dollars 
that  17  million  investors  thought 
they  possessed  have  disappeared,  $55 
billion  in  the  last  five  weeks  of  mar- 
ket decline  alone.  Anyone  who  thinks 
this  won't  have  a  prompt,  marked  ef- 
fect on  consumer  and  corporate 
spending  isn't  thinking." 

— Malcolm  Forbes 

"Not  the  least  unpleasant  by-product 
of  the  Civil  War  was  the  Internal  Reve- 
nue Service,  founded  by  President  Lin- 
coln 100  years  ago  on  July  1,  1862.  And 
with  it,  the  withholding  tax,  applied 
first  to  government  employees  only 
(and  on  interest  and  dividends  from 
certain  sources);  extended  to  nearly  all 
individuals  in  1913;  then  dropped  in 
1917;  and  finally  revived  in  1943." 


First  pay -TV  test,  in  Hartford  in  1962, 
used  this  decoder  to  unscramble  sig?ials 

"For  years  now  Charles  H.  Revson's 
Revlon,  Inc.  has  been  piling  up  ex- 
tremely rich  profits  by  selling  cosmet- 
ics with  more  promotional  flair  than 
any  rival  in  the  beauty  business.  But 
its  recent  ventures  in  diversifica- 
tion— the  manufacture  of  drugs,  shoe 
polish  and  artificial  flowers — have  of- 
fered less  opportunity  for  the  stylish 
sort  of  salesmanship  that  Revlon 
thrives  on.  .  .  .  Last  month,  though, 


Ret  ion's  Charles  H.  Revson 


Revlon  was  headed  off  in  a  new  direc- 
tion that  seemed  a  perfect  match  for 
its  basic  business.  After  two  years  of 
dickering,  Revlon  picked  up  Evan-Pi- 
cone,  Inc.,  one  of  the  classic  names  in 
the  women's  sportswear  field." 


Ten  years  ago 

(From  the  issue  of  July  1,  1977) 

"The  environment  may  be  responsi- 
ble for  up  to  90%  of  human  cancers, 
says  an  editorial  in  the  April  1977 
issue  of  the  Journal  of  the  National 
Cancer  Institute,  but  people  commonly 
misconceive  what  is  meant  by  the 
term  'environment.'  There  is  no  evi- 
dence, says  the  Journal,  that  urban  air 
pollution  increases  the  risk  of  lung 
cancer;  nor  are  water  pollution,  food 
additives  or  toxic  chemicals  in  the 
workplace  major  factors  in  the  likeli- 
hood of  developing  the  disease.  So 
what  are  the  major  factors?  Improper 
nutrition,  cigarette  smoking  and  ex- 
cessive alcohol  consumption.  .  .  ." 

"It  seems  certain  that  by  this  time 
next  year  President  Carter  will  have 
at  least  one  important  law  on  his 
desk — legislation  to  pump  more  com- 
petition into  the  domestic  airline  in- 
dustry. Even  opponents  within  the  in- 
dustry itself  are  conceding  that  a  law 
containing  at  least  moderate  reduc- 
tions in  the  Civil  Aeronautics  Board's 
control  over  routes  and  fares  will 
make  it.  .  .  ." 
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Opportunity  knocks  at  every 
man's  door  once.  On  some  men's 
door  it  hammers  till  it  breaks 
down  the  door  and  then  it  goes 
in  and  wakes  him  up  if  he's  asleep, 
and  ever  afterward  it  works  for 
him  as  a  night  watchman. 
Finley  Peter  Dunne 


The  greatest  achievement  of  the 
human  spirit  is  to  live  up  to  one's 
opportunities  and  make  the  most 
of  one's  resources. 
Vauvenargues 


It  is  less  important  to 
redistribute  wealth  than 
it  is  to  redistribute 
opportunity. 
Arthur  Vandenberg 


Man  is  not  the  sum  of  what  he 
h&s  already,  but  rather  the 
sum  of  what  he  does  not  yet 
have,  of  what  he  could  have. 
Jean-Paul  Sartre 


When  we  stop  to  think  we  often' 
miss  our  opportunities. 
Publilius  Syrus 


Opportunity  not  only  makes 
thieves,  but  also  popular  men, 
friends  of  mankind,  heroes.  More 
than  half  of  the  clever  man's  idea 
belongs  to  the  fool  he  met. 
Georg  C.  Lichtenberg 


In  great  affairs  we  ought  to 
apply  ourselves  less  to 
creating  chances  than  to 
profiting  from  those 
that  are  offered. 
La  Rochefoucauld 


There  is  no  security  on 
this  earth;  there  is 
only  opportunity. 
Douglas  MacArthur 


Our  opportunities  to  do 
good  are  our  talents. 
Cotton  Mather 


Thoughts 

on  the  Business  of  Life 


Circumstances  are  the  rulers 
of  the  weak;  they  are  but 
the  instruments  of  the  wise. 
Samuel  Lover 


Ignorance  is  blind.  The  blind  cannot 
see  opportunity  Fit  yourself  to  see 
opportunity.  Knowledge  illuminates. 
Mediocre  men  wait  for  opportunity 
to  come  to  them.  Strong,  able,  alert 
men  go  after  opportunity. 
Opportunity  can  benefit  no  man  who 
has  not  fitted  himself  to  seize  it 
and  use  it.  Opportunity  woos  the 
worthy,  shuns  the  unworthy.  Prepare 
yourself  to  grasp  opportunity  and 
opportunity  is  likely  to  come  your 
way.  It  is  not  so  fickle,  capricious 
and  unreasoning  as  some  complain. 
B.C.  Forbes 


A  filly  who  wants  to  run 
will  always  find  a  rider. 
Jacques  Audiberti 


Nothing  is  so  often 

irretrievably  missed  as 

a  daily  opportunity. 

Marie  von  Ebner-Eschenbach 


Men  are  the  sport  of  circumstances 
when  the  circumstances  seem  the 
sport  of  men. 
Lord  Byron 


Next  to  knowing  when  to 
seize  an  opportunity,  the 
most  important  thing  in  life 
is  to  know  when  to 
forgo  an  advantage. 
Benjamin  Disraeli 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc. ,  60  Fifth  Ave. .  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Opportunity  is  the  great  bawd. 
Benjamin  Franklin 


The  follies  which  a  man  regrets 
most  in  his  life  are  those 
which  he  didn't  commit  when 
he  had  the  opportunity. 
Helen  Rowland 


Providence  knows  what  is 

good  for  us  better 

than  we  do. 

Jean  de  La  Fontaine 


Often  the  prudent,  far  from 
making  their  destinies,  succumb 
to  them;  it  is  destiny  which 
makes  them  prudent. 
Voltaire 


A  Text . .  . 

For  God  speaketh  once, 
yea  twice,  yet  man 
perceiveth  it  not. 
Job  33:14 


Sent  in  by  Mary  Taylor,  Charlotte,  N.C 
What's  your  favorite  text?  The  Forbe. 
Scrapbook  of  Thoughts  on  the  Business  a 
Life  is  presented  to  senders  oi 
texts  used. 


Man's  life  is  lived  in 
view  of  circumstances. 
Jose  Ortega  y  Gasset 


Fortune  pays  sometimes  for  the 
intensity  of  her  favors  by 
the  shortness  of  their  duration. 
Baltasar  Gracian 


Opportunity:  a  favorable 
occasion  for  grasping 
a  disappointment. 
Ambrose  Bierce 
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